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$53,944,000 
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McCaw  Cellular  Comm. 
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Time  Warner 
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Reebok  International 
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$10,715,000 

JRTO  C.  GOIZUETA 
Coca-Cola 


$9,589,000 

Michael  D.  Eisner 

Walt  Disney 


$8,861,000 

Augusta.  BuschIII 

Anheuser-Busch 


When  the  Eagle  landed 
in  the  Sea  of  Tranquility,  a 
TRW  engine  set  it  down 
gently.  Now  TRW  is  creat- 
ing soft  landings  on  earth. 
Our  air  bags  are  factory 


equipment  on  millions  of 
cars.  Not  quite  the  stuff  of 
moon  landings,  perhaps, 
but  consider  the  technology 
involved. 

An  air  bag  system  must 
recognize  a  crash,  decide 
what  to  do,  inflate  the  bag, 
and  deflate— all  in  less  than 
a  second.  And  this  system 
has  to  be  as  reliable  for  you 
as  the  one  we  made  for 
America's  astronauts. 


In  a  head-on  crash,  you 
can't  have  better  protection 
than  an  air  bag  and  seatbelt. 
The  government  estimates 
that  using  both  can  reduce 
your  chance  of  serious  injury 
by  half.  By  the  end  of  this 
centuiy,  most  cars  will  have 
both.  And  that,  [00,  will  be  a 
giant  leap  for  mankind. 

One  smart  company. 


stew  Ix'oiKinl.  Oiowr  of  World's  /.(ir^csl  Dairy  Store 


If  you  want  to  start  a  fire,  you've  got  to  strike  a  match. 
That's  what  Dale  Carnegie  Training  does  for  us. 

It  lights  the  fire  of  enthusiasm  and  inspiration  in  oar  people." 


"I'm  a  strong  supporter  of  Dale  Carnegie  TVainingf  a  firm 
believer.  My  company  is  based  upon  the  fundamentals  of 
Dale  Carnegief  and  our  success  is  directly  attributable  to  those 
principles,  to  the  Carnegie  philosophy.  Our  mission  is  to  create 
happy  customers,  and  Dale  Carnegie*  is  the  way  we  do  it, 
the  vehicle  that  makes  it  possible.  Almost  all  our  people  have 
gone  through  the  Dale  Carnegie  Course?"  about  95  percent  of 
them,  because  it  helps  them  develop  the  right  attitude  about 
the  company,  about  themselves  and  other  people  as  well. 

We're  very  proud  of  our  association  with  Dale  Carnegief 
of  the  number  of  our  people  who  have  gone  through  the 
training.  When  a  new  employee  comes  to  us,  the  first  thing 
we  look  for  is  the  right  attitude,  because  success  begins 
with  attitude.  Second,  once  we  find  someone  with  a  good 
attitude,  we  train  them  in  the  Stew  Leonard  way  of  doing 
things,  and  that  includes  not  only  training  in  their  specific 
job,  but  an  understanding  of  our  traditions.  Then  they  go 
through  Dale  Carnegie  Training,*  because,  if  you  want  to 
start  a  fire,  you've  got  to  strike  a  match,  and  that's  what 
Dale  Carnegie"  does  for  us.  it  lights  the  fire  of  their  enthu- 
siasm, of  their  inspirafion.  It  makes  them  want  to  become 
themselves  at  their  very  best.  Then  when  they're  ready,  we 
encourage  them  to  apply  everything  they've  learned.  And, 
we  make  it  all  fun.  We  call  it  WOW.  We  put  in  the  WOW  so 
it  stops  being  work  and  starts  being  fun. 

People  from  other  food  stores  around  the  country  often 
come  through  my  store  looking  for  the  secret  of  our  success. 
They  look  at  everything,  at  the  machinery  and  layout  and 
products  carried,  but  the  real  secret  of  success  at  Stew- 
Leonard's  is  our  people. 

In  my  wildest  imagination,  I  would  not  have  predicted 


15  years  ago  that  I  would  be  the  owner  of  a  business  now 
doing  $100  million  a  year.  But  it  has  happened,  and  it  has 
happened  because  I  was  fortunate  enough  in  the  beginning 
to  go  through  Dale  Carnegie  TYainingf  training  that  taught 
me  how  to  overcome  my  natural  lack  of  self-confidence 
and  how  to  believe  in  myself. 

1  was  only  20,  fresh  out  of  college,  when  it  fell  to  me  to 
run  our  small  family  dairy  business.  I  was  the  youngest 
in  a  family  of  seven  and  all  the  employees  here  were  twice 
my  age.  1  was  intimidated,  but  i  wanted  to  succeed.  1  took 
the  Dale  Carnegie  Course"  to  learn  to  work  with  people 
and  got  so  very  much  more  from  the  Course.  1  learned  that 
1  could  become  a  leader,  i  learned  about  human  relations  and 
to  respect  the  dignity  of  other  people.  I  gained  the  confidence 
I  needed  to  manage  and  build  my  company,  it  gave  me  the 
understanding  that  success  depends  on  other  people  sharing 
your  philosophy  and  inspiration  and  working  together  toward 
a  common  goal. 

If  you  want  to  grow,  if  you  want  to  become  more  suc- 
cessful, you  have  to  learn  how  to  get  along  well  with  other 
people  and  how  to  motivate  them.  It  sure  helps  to  learn 
how  to  speak  in  front  of  people,  too,  because,  if  you've  got 
630  people  working  for  you,  like  I  have,  there's  no  way  to 
inspire  them  without  getting  up  in  front  of  the  room  and 
talking.  And  there's  no  place  in  the  world  better  to  learn  all 
this  than  in  a  Dale  Carnegie  Course.""' 

To  find  out  more  about  Dale  Carnegie  TVaining®  and  how 
it  can  benefit  you  and  your  people,  ask  for  a  copy  of  our  quick- 
reading  booklet  that  describes  the  benefits  and  objectives  of 
Dale  Carnegie  Courses?  Call  toll-free  800  231-5800.  Or  write 
to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES.  INC. 

SUITE  350  B    •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON,  TEXAS  77036 
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PRODUCTION 

Change  from  lost  week:  0.2% 
Change  from  last  year:  1.1% 

185   


LEADING 

Change  from  lost  week:  —0.2  % 
Change  from  last  year:  4.0% 
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The  production  index  increased  for  the  week  ended  Apr.  14.  On  o  seasonally 
adjusted  bosis,  output  of  cool,  outos,  crude-oil  refining,  lumber,  steel,  paper,  and 
poperboord  all  posted  gains.  Rail-freight  troffic  and  truck  production  declined 
slightly.  Electric  power  output  was  unchanged  from  the  previous  week.  Before 
calculation  of  the  four-week  moving  overage,  the  index  rose  to  177.9  from  177.6  in 
the  week  before. 

BW  production  index  copyright  1990  by  McGraw-Hill  Inc 


The  leading  index  fell  slightly  for  the  week  ended  Apr.  14.  The  positive  signd 
given  by  higher  stock  prices  and  faster  growth  in  real  estate  loans  were  offset  byl 
sharp  decline  in  materials  prices,  a  large  increase  in  the  number  of  business  foilurq^ 
and  slower  growth  in  M2.  Long-term  bond  yields  were  unchanged  from  the  weJ 
before.  Prior  to  calculation  of  the  four-week  moving  average,  the  index  was  virtual 
unchanged  at  215.1,  up  from  215  in  the  previous  week. 

Leading  index  copyright  1990  by  Center  for  Inlernotionol  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week  « 
ago 

'o  change 
year  ago 

STEEL  (4/21)  thous.  of  net  tons 

1,954 

2,019# 

-4.9 

AUTOS  (4/21)  units 

1 12,409 

104,532r# 

-30.4 

TRUCKS  (4/21)  units 

72,546 

68,555r# 

-20.2 

ELEQRIC  POWER  (4/2 1 )  millions  of  kilowatt-hours 

50,178 

50,927  # 

2.0 

CRUDE-OIL  REFINING  (4/2 1 )  thous.  of  bbl./doy 

13,281 

13,183# 

2.1 

COAL  (4/14)  thous.  of  net  tons 

20,745  # 

19,163 

8.8 

PAPERBOARD  (4/14)  thous.  of  tons 

7 57.7  # 

753.0r 

1.0 

PAPER  (4/14)  thous.  of  tons 

764.0  # 

755.0r 

5.5 

LUMBER  (4/14)  millions  of  ft. 

491. 5# 

508.6 

0.9 

RAIL  FREIGHT  (4/ 1 4)  billions  of  ton-miles 

19.8# 

19.8 

-1.0 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/25) 

159 

159 

133 

GERMAN  MARK  (4/25) 

1.69 

1.67 

1.88 

BRITISH  POUND  (4/25) 

1.63 

1.64 

1.69 

FRENCH  FRANC  (4/25) 

5.65 

5.62 

6.34 

CANADIAN  DOLUR  (4/25) 

1.16 

1.16 

1.19 

SWISS  FRANC  (4/25) 

1.47 

1.49 

1.66 

MEXICAN  PESO  (4/25)^ 

2,801 

2,794 

2,417 

Sources:  Mojor  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U.  S.  dollar,  except  for 

PRICES 

Latest 
week 

Week  ° 
ago 

0  Change 
year  ago 

GOLD  (4/25)  $/troy  oz. 

371.450 

374.750 

-3.2 

STEEL  SCRAP  (4/24)  #  l  heavy,  $/ton 

109.00 

109.00 

-7.6 

FOODSTUFFS  (4/23)  index,  1967=100 

228.1 

227.9 

1.6 

COPPER  (4/21)  f /lb. 

123.6 

125.8 

-16.2 

ALUMINUM  (4/21) /lb. 

71.8 

71.3 

-26.7 

WHEAT  (4/21)  #2  hard,  $/bu. 

4.15 

4.1 1 

-8.0 

COTTON  (4/21 )  strict  low  middling  1  - 1  / 1 6  in.,  ^/\b. 

70.69 

70.92 

16.0 

Latest 
week 


Week 
ago 


%Chii 
year 


STOCK  PRICES  (4/20)  s&P  500 


340.67 


342.42 


CORPORATE  BOND  YIELD,  Aaa  (4/20) 


9.45% 


9.38% 


INDUSTRIAL  MATERIALS  PRICES  (4/20) 


103.8 


103.7 


BUSINESS  FAILURES  (4/13) 


294 


268 


REAL  ESTATE  LOANS  (4/1 1)  billions 


$365.8 


$364.7r 


MONEY  SUPPLY,  M2  (4/9)  billions 


$3,283.3  $3,280.1r 


INITIAL  CUIMS,  UNEMPLOYMENT  (4/7)  thous. 


294 


268 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dui 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seaS' 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATOR! 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt- 


latest 
month 

Month 
ago 

%ClMiJ 

year  J 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Mar.)  billions  $128.8 

$120.7r 

BUDGET  SURPLUS  OR  DEFICIT  {-)  (Mar.)  millions 

-$53,336  - 

-$35,264r 

-49i 

CONSUMER  PRICE  INDEX  (Mar.) 

128.7 

128.0 

REAL  GROSS  WEEKLY  PAY  (Mar.) 

$164.22 

$164.1 1r 

-A 

Sources:  Commerce  Dept.,  Treasury  Dept.,  BLS  f- 

1 

i 

 h. 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Chanii 
year  a(| 

MONEY  SUPPLY,  Ml  (4/9) 

$805.6 

$808.0r 

3. 

BANKS'  BUSINESS  LOANS  (4/ n) 

323.9 

324.0 

3. 

FREE  RESERVES  (4/18) 

576 

894r 

N/ 

NONFINANCIAL  COMMERCIAL  PAPER  (4/1 1) 

146.6 

145.6 

30, 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves 
a  two-week  period  in  millions). 

which  are  expressed  ft 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yeor 
ago 

FEDERAL  FUNDS  (4/24) 

8.21  % 

8.39% 

9.86°/ 

PRIME  (4/25) 

10.00 

10.00 

11.50 

COMMERCIAL  PAPER  3-MONTH  (4/24) 

8.34 

8.26 

9.75 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/25) 

8.53 

8.36 

9.84 

EURODOLUR  3-MONTH  (4/18) 

8.40 

8.38 

10.15 

Sources:  Federol  Reserve  Boord,  First  Boston 

#  Row  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  availoble         r  =  revised         NM  =  Not  meaningful 
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Italian  masters  have  always  believed  that  only 
with  a  reverence  for  detail  can  there  be  perfection. 


The  Stradivarhut  Violin 

Since  the  17th  century  the  world  has  marveled  at  the  sound  of 
the  violins  by  Antonio  Stradivari.  By  experimenting  with  the 
details  of  the  instruments'  proportions,  wood,  and  even  the 
varnish,  he  created  what  is  the  standard  of  perfection. 


Europe's  PC  leader  introduces  the 
*CS  286  to  America.  Performance. 
Vice.  And  all  the  details. 

When  It  comes  to  personal  com- 
>uters,  what  is  perfection? 

As  one  ot  the  world's  largest 
nakers  ol  personal  computers, 
Olivetti  knows  perfection  requires 
;reat  attention  to  detail.  That  's  why  il 
'ou  work  at  home,  have  a  small  busi- 
less,  or  purchase  computers  tor  a 


IE 


large  business,  we 
think  the  details 
built  into  the  PCS 
286  will  suit  \'Ou 
perfectly- 

Start  with  the 
basics.  The  MS- 
DOS' \  OS/2*- 
based  PCS  286 
omes  with  Olivetti's  exclusive  inter- 
ictive  tutorial  —  without  a  doubt,  one 
)f  the  best  in  the  industry.  So  clear,  so 
;imple.  whether  novice  or  expert. 


)ur  interacti\  e 
utorial  makes 
sarning  to  use  the 
*CS  286  a  minor 
letail. 


On  a  crowded  desk, 
ha\'ing  one  of  the 
indusirv's  smallest 
footprints  makes  a 
big  ditference. 


you'll  be  up  and  running  while  others 
are  still  asking  lor  help.  No  small 
detail. 

And  after  the 
basics,  it  gets  even 
better.  Just  con- 
sider the  details  we 
build  in  that  most 
others  consider 
options. 

16-bit  VGA 
controller  —  includ- 
ed. 1MB  RAM -included.  Hard 
drive  interface  and  serial,  parallel  and 
PS/2'*'  mouse  ports  —  included. 
And  all  are  ingeniously  built  onto 
the  motherboard.  This  frees  up  the 
th  ree  (included)  expansion  slots  so 
your  capabilities  can  grow  as  your 
needs  grow. 

Then  consider  the  advantages  of 
Olivetti's  incomparable  ergonomic 
design.  From  top  to  bottom.  Monitor 
Keyboard.  The  extremely  small  foot- 


print. No  detail  has  been  overlooked. 

It  really  all  comes  tiown  to  what 
we've  learned  from  past  masters. 
Whether  it's  a  priceless  violin  or 
remarkably  priced  ctimputer,  perfec- 
tion lies  in  the  details. 

For  the  Olivetti  dealer  nearest  you, 
call  l-800-i-i7-i700. 


Olivetti 

The  details  create  the  dJfierence. 


foucanwrileusatOlivelliOfrice  USA.  765  U.S.  Highway  202.  Some^^ille.^'J  08876-1289.     MS-DOS and  OS/2   are  registered  trademarksofMkrosoh  Corp.  PS/2*  isa  registered  trademarkoilB.'.i 
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INSIDE  TAKES 

ON  THE  STATE  OF  EXXON  

■ found  your  article  "Exxon's  future: 
What  has  Larry  Rawl  wrought?"  (The 
Corporation,  Apr.  2)  to  be  an  accurate 
representation  of  the  consequences  of 
Rawl's  policies. 

I  recently  left  the  ranks  at  Exxon  Co. 
USA  convinced  that  Exxon  Corp.  is  man- 
aging for  decline  rather  than  for 
growth. 

While  Exxon's  system  has  created 
skillful  managers,  it  has  not  bred  lead- 
ers who  can  inspire  employees  and  artic- 
ulate a  mission  for  the  corporation.  Gone 
is  the  pride  and  vision  that  motivated 
Exxon  employees  to  take  risks  and  do 
everything  necessary  to  preserve  Ex- 
xon's leadership  in  the  oil  industry.  In  its 
place  are  dissatisfied  employees  who 
feel  trapped  in  their  career  choices. 

Ls  this  state  of  affairs  so  surprising 
considering  the  way  Exxon's  salary  sys- 
tem has  evolved  to  handsomely  reward  a 
few  high  flyers  while  giving  the  major- 
ity of  workers  insultingly  low  salary  in- 
creases and  benefits?  Is  it  surprising 
considering  the  examples  of  risk  aver- 
sion, wealth  conservation,  and  short- 
term  profit  maximization  being  set  by 
Exxon's  management?  No.  New  leader- 
ship is  needed  at  Exxon's  helm,  not  sim- 
ply another  manager. 

Jeffrey  W.  Richards 
Ithaca,  N.  Y. 

It  was  disappointing,  particularly  as  an 
employee  of  Exxon,  to  read  your  re- 
porter's one-sided  article. 

The  article  leads  your  readers  to  be- 
lieve that  the  state  of  Exxon  is  repre- 
sented by  Larry  Rawl  and  Lee  Raymond 
alone.  The  state  and  future  of  Exxon  are 
represented  by  more  than  100,000  dedi- 
cated employees — all  with  extremely 
high  professional  ethics,  sound  direction, 
and  the  consistent  intent  to  be  respected 
participants  and  leaders  in  their  respec- 
tive professions. 

Exxon  is  made  up  of  warm,  caring 
human  beings  who,  just  like  the  public 
at  large,  share  the  very  same  regrets 
and  environmental  concerns  as  a  result 
of  the  unfortunate  oil  spills. 

Whether  you  intended  it  or  not,  your 


article  was  ultimately  a  slap  to  tft  E 
xon  employee.  A  speculative,  sem  t 
alized  focus  on  the  negative  is  t 
productive. 

Theodore  C  < 
South  Orange^ 

■ know  Larry  Rawl  and  think  youfei 
cle  on  his  leadership  of  Exxon  ■ 
sentially  wrong. 

You  imply  a  "parochial"  outlook 
bolized  by  the  impending  shift  n 
xon's  headquarters  from  New  Yi 
Texas.  Exxon  is  merely  joining  a 
ing  number  of  major  corporations 
find  the  labor  force,  the  work  etlm 
the  cost  of  doing  business  in  Texa.s 
rior  to  that  available  in  the  Big  A 

Ed  \ 
Cha 

State  Commerce 


A  KNEEJERK  REACTION 

TO  AMERICAN  CARS  

■ would  be  amused  by  the  attitui; 
Honda  owner  Janan  Storti  ("If  it  i 
Japanese,  they  wouldn't  bother  ki:: 
the  tires,"  Cover  Story,  Apr.  9)  i  t 
havoc  wrought  on  our  economy  by  u 
a  perspective  were  not  so  serious. 

The  vehicle  that  she  described  s 
"piece  of  junk,"  a  1984  Camar 
ranked  No.  8  in  resale  value  out  o  1 
domestic  and  foreign  cars  in  a  S^i 
study  by  the  American  Institute  forC( 
nomic  Research.  The  same  year.t 
Honda  Civic  1300,  on  the  other  1 
was  ranked  76  in  the  findings. 

To  justify  their  choices  of  foreig  ^ 
hides,  it  often  seems  that  consuit 
feel  it  necessary  to  complain  profiK 
about  American  cars. 

Russell  B4i 
Professor  of  Econcji 
Westfield  State  Co3 
Westfield,  K 

READY  AND  WILLING 

TO  BE  WOOED  BY  DETROIT 

In  reference  to  "Here  comes  GM'si; 
urn"  (Cover  Story,  Apr.  9),  my  n 
and  I  have  purchased  five  automolif 
four  of  which  were  Toyotas.  Prio 
each  purchase,  we  studied  the  msii 


Mi 
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"WE  WORK 

FOR\OU 
WHETHER 

\OU  HAVE  OUR 

INSURANCE 

OR  NOT" 


Gerald  Maatman,  President 
Kemper  National  Insurance  Companies 


"I  know  it  may  sound  odd 
for  the  president  of  an  insurance 
company  to  say  that. 

But  Kemper  is  working 
hard  for  tougher  seat  belt  laws, 
safer  traffic  speeds,  improved  high- 
way markers,  5  mph  bumpers  and 
stricter  legislation  against  drunk 
and  drugged  driving.  And  as 
co-leader  of  a  new  national  safety 


coalition  linking  the  insurance 
industry  and  consumer  groups,  I 
have  a  personal  interest  in  seeing 
these  things  become  a  reality. 

So  while  I'd  like  you  to 
have  a  Kemper  insurance  policy, 
and  we'd  do  a  good  job  taking 
care  of  you  if  you  did,  the  point  is 
this:  We'll  do  a  good  job  for  you 
even  if  you  don't." 


MAKING  INSURANCE 
WORK  FOR  EVERYONE 


■ 

carefully  and  made  investments  that 
were  quite  satisfactory  in  retrospect.  As 
a  result  of  my  association  with  Japanese 
autos,  I  have  come  to  expect  a  certain 
level  of  quality,  performance,  and  reli- 
ability in  my  car. 

However,  I  am  now  ready  to  buy  an 
American  automobile.  Why?  Because  the 
growing  Japanese  economic  influence  in 
this  country  troubles  me.  To  Roger 
Smith  and  Robert  Stempel,  I  say:  If 
you  build  a  car  with  the  quality  and 
value  that  I  require,  I  will  consider  your 
product. 

It's  not  that  consumers  like  myself 
have  been  away  from  the  U.  S.  automo- 
bile industry.  General  Motors,  Ford,  and 
Chrysler  have  been  away  from  us.  I  ap- 
plaud gm's  efforts  and  I  truly  look  for- 
ward to  their  success. 

Gerard  J.  Bernard 
Palm  Beach  Gardens,  Fla. 

GETTING  STRAIGHT 

ON  SOCIAL  SECURITY  

Your  reporter's  predicted  demise  of 
the  federal  social  insurance  pro- 
gram ("Social  Security's  days  as  a  sa- 
cred cow  are  numbered,"  Top  of  the 
News,  Apr.  2)  contains  numerous  errors. 


While  Social  Security  laws  were  changed 
in  the  early  1970s,  no  vast  "peace  divi- 
dend" was  involved.  The  regular  cost-of- 
living  adjustments  were  introduced  at 
that  time  to  help  maintain  real  purchas- 
ing power  and  at  the  same  time  to  depo- 
liticize  Congress'  habit  of  excessive  elec- 
tion year  generosity. 

Finally,  I  believe  you  overestimate  the 
potential  role  of  employer-provided  pen- 
sion plans.  Current  population  survey 
data  show  that  only  about  407f  of  elderly 
households  report  any  income  at  all 
from  occupational  pensions,  compared 
with  91%  reporting  Social  Security  in- 
come. And  of  aggregate  income  received 
by  the  population  aged  65  and  over,  only 
15%  comes  from  pensions. 

Francis  P.  King 
New  York 

Your  article  says  Social  Security  tax- 
es are  supporting  today's  "golden 
agers."  As  Senator  Daniel  Moynihan  has 
pointed  out,  the  excessive  Social  Securi- 
ty taxes  being  collected  are  paid  by  the 
middle  class  and  the  working  poor — not 
by  the  rich — and  are  being  spent  to  pay 
for  many  things  in  government  besides 
Social  Security. 
It  would  be  a  good  idea  to  lower  the 


Social  Security  tax  rate  for  both  )i 
nesses  and  individuals  while  ap; 
the  tax  to  all  income,  not  just  th< 
$50,000  or  so. 

Robert  M.  .i 
Bernardsville,  s 

DON'T  FORGET  THE  WORKERS 
WHO  RELY  ON  LIABILITY 

Regarding  "It's  time  to  scrap  ' 
ca's  postwar  game  plan"  (Eci 
Viewpoint,  Apr.  9),  Paul  Craig  Rnl 
alleged  thesis  is  that  the  U.  S.  s 
return  to  promoting  domestic  r 
than  foreign  prosperity.  So  far  so 
What  this  has  to  do  with  reversing 
logical  and  egalitarian  gains  hanl 
during  the  last  25  years  is  beyond 
Regarding  the  increase  in  tort  li;; 
actions,  he  avers  with  unconscious 
that  it  is  "making  the  U.S.  an  ui 
place  to  do  business."  For  whom ' 
tainly  not  for  the  thousands  of  i 
workers  whose  workers'  compen 
benefits  run  out  prematurely,  or  i'  i 
told  numbers  of  consumers  injun- 
products  purchased  and  used  in 
faith  and  according  to  manufact  1 1 
directions. 
It  has  become  apparent  that  inti 


;.,  industry  will  not  exercise  regard 
employee  or  consumer  safety  until  it 
it  hard  in  the  bank  account. 

Linda  M.  Defendeifer 
New  Haven 

iVEL  AGENTS  PLAY  A 
lOR  ROLE  AT  WORLDSPAN 

!ad  with  a  great  deal  of  concern  your 
•tide  "Wanted:  Co-pilots  for  reserva- 
systems"  (Information  Processing, 
.9). 

le  article  leaves  the  reader  with  the 
•ession  that  worldspan  wishes  to 
iss  the  travel  agent  and  deal  directly 
!  the  corporate  client.  Nothing  could 
urther  from  the  truth.  In  the  inter- 
'  I  stated  that  travel  agents  provide 
alue-added  service  to  their  clients 

neither  the  airlines  nor  computer- 
reservation-system  (CRS)  vendors  are 

position  to  provide,  worldspan  is 
r  dedicated  to  travel  agents  at  every 
I  of  planning  and  development  of  our 
ems  and  products.  The  travel  agency 
munity  is  an  integral  part  of  the 
■all  travel  system  and  will  continue 
lay  a  major  role  in  the  corporate  and 
ire  travel  business,  worldspan  is 
first  CRS  designed  and  developed  for 
el  agents  and  the  only  U.  S.  system 

will  be  operated  independently  of 


an  airline  internal  reservations  system. 
We  named  the  company  WORLDSPAN 
Travel  Agency  Information  Services  for 
a  reason. 

The  involvement  of  AT&T  with  WORLD- 
SPAN  was  also  misrepresented.  While  we 
have  had  very  general  discussions  with  a 
number  of  technology  companies  includ- 
ing AT&T  regarding  a  possible  relation- 
ship, we  are  not  contemplating  any  such 
arrangement  in  the  near  future.  I  be- 
lieve the  overall  theme  of  your  article 
caused  you  to  place  a  greater  emphasis 
on  this  subject  than  it  deserved. 

Calvin  L.  Rader 
CEO 

WORLDSPAN 

Atlanta 

Editor's  note:  BUSINESS  WEEK  did  not 
mean  to  suggest  that  WORLDSPAN  in- 
tends to  bypass  travel  agents  entirely. 
As  Rader  told  our  correspondent,  in 
addition  to  building  its  business  in  the 
traditional  way — by  signing  up  travel 
agents — WORLDSPAN  also  plans  to  offer 
services  directly  to  corporate  travel  de- 
partments. As  for  the  information 
about  the  potential  AT&T  investment  in 
WORLDSPAN,  this  was  confirmed  by  two 
independent  sources,  as  well  as  WORLD- 
SPAN's  general  counsel,  Douglas  L. 
Abramson. 


CORRECTING  THE  RECORD 

ON  CONSUMPTION  

Robert  Kuttner's  Economic  Viewpoint 
column  ("Let's  not  get  all  worked 
up  again  over  savings,"  Apr.  2)  was 
right  on  target:  The  alleged  saving 
shortfall  is  based  on  misleading  data  and 
is  being  used  to  advocate  policies  that 
could  actually  exacerbate  the  nation's 
productivity  and  growth  problems. 

However,  I  would  like  to  correct  one 
small  point  in  Kuttner's  summary  of  my 
work.  I  did  not  say  that  "the  actual  con- 
sumption of  809c  of  the  population  de- 
clined during  the  1980s."  Rather,  my  re- 
port says  that  the  real  (inflation- 
adjusted)  consumption  of  the  bottom 
80'7f  of  the  population  grew  very  slowly 
(if  at  all)  in  the  1980s,  while  the  real 
consumption  of  the  richest  20%  grew  rel- 
atively rapidly. 

Robert  A.  Blecker 
Research  Economist 
Economic  Policy  Institute 
Washington 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Amen- 
cas.  New  York,  N  Y.  10020.  Fax;  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


Norm  AND  Goi  (.  I  iin/"St  I  i)[  \  r  .Ac.  tor'  M(intre  al 


"You  feel  the  rhythm  of  the  city..." 

"You're  outside.  That's  something  I  like,  you  know.  There's  a 
feeling  of  liberie.  And  for  me.  I  love  the  horses... 

I  like  to  spend  the  summer  meeting  so  many  people.  And  they 
love  a  city  that's  so  French  in  flavour.  Mostly  we  talk,  which  I  like 
more  than  a  'guided  tour',  though  I  point  out  the  sights  on  the 
island,  the  riverside.  Mount  Royal,  the  basilica,  the  Musee  des 
Beaux  Arts.  And  I  recommend  restaurants,  for  with  5000  to  choose 
from,  you  can  see  why  they  ask.  Mostly  we  talk,  except  for  late  at 
night,  when  it's  different...  Honeymooners,  eh?" 

For  more  on  the  romance  of  Old  Montreal,  call  Tourism 
Quebec:  1-800-363-7777. 

Canada 

TlieWorld  Next  Door 
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THE  GROWTH  EXPERIMENT:  HOW  THE  NEW  TAX  POLICY  IS  TRANSFORMING 
THE  U.S.  ECONOMY 

By  Lawrence  B  Lindsey 

Basic  Books  •  260pp  •  $21.95 

REAGANOMICS, 
SUNNY-SIDE  UP 


The  Economic  Recovery  Tax  Act  of 
1981  did  not  bring  down  tiie  Soviet 
empire  or  reduce  tooth  decay  in 
the  U.  S.  But  it  was,  according  to  econo- 
mist Lawrence  Lindsey,  responsible  for 
almost  every  other  good  thing  that  hap- 
pened in  the  1980s.  Just  about  single- 
handedly,  Lindsey  says,  Ronald  Rea- 
gan's massive  tax  cut  broke  the  back  of 
inflation,  produced  eight  years  of  eco- 
nomic growth,  and  increased  savings 
and  investment. 

Not  bad  for  a  piece  of  legislation  that 
was  largely  repealed  before  it  took  full 
effect. 

In  the  first  half  of  The  Growth  Ex- 
periment: How  the  New  Tax  Policy  Is 
Transforming  the  U.  S.  Economy,  Lind- 
sey provides  a  spirited  supply  sider's  de- 
fense of  Reaganomics.  Lindsey,  who 
works  as  a  White  House  economist  for 


George  Bush,  is  prepared,  unlike  some 
of  his  brethren,  to  acknowledge  that  the 
1981  act  was  less  than  perfect.  It  did 
cost  the  Treasury  a  bit  of  revenue,  he 
admits,  and  it  may  have  gone  overboard 
in  providing  subsidies  for  tax  shelters 
and  other  economically  dubious  activi- 
ties. But,  despite  the  act's  flaws,  Lind- 
sey maintains  that  the  tax  cut  did  noth- 
ing less  than  cure  a  crippled  economy. 

To  believe  this,  of  course,  you  have  to 
accept  two  highly  controversial  prem- 
ises. The  first  is  that  any  tax  change  can 
have  that  much  impact  on  the  economy 
over  10  years.  Assuming  it  can,  the  sec- 
ond premise  is  that  this  particular  mix  of 
lower  rates  and  highly  targeted  incen- 
tives set  off  an  economic  boom. 

Lindsey  charges  into  the  fray  with 
supply-side  flags  flying.  True  believers 
will  see  his  work  as  further  evidence 


that  they  were  right  in  1981.  But 
mon  sense  suggests  that  Lindsey 
gone  a  bit  overboard  in  his  pae;: 
supply-side  theory  and  Reaganomic 

Lindsey  makes  much  of  the  drai 
reduction  in  marginal  tax  rates  bet 
1963,  when  the  top  rate  was  91'  • 
1981,  when  it  was  cut  to  50%.  Bui 
ting  marginal  rates  is  only  part  n 
story.  Just  as  important  for  the  ecoi 
is  what  happens  to  all  those  dedui 
that  reduce  the  amount  of  income 
ject  to  tax. 

Despite  the  decline  in  marginal  i 
the  total  tax  bite  for  likely  invc 
didn't  change  much  as  a  result  n 
1981  tax  cut.  In  1963,  a  family  eai 
10  times  the  median  income  actuall\ 
about  34%  of  its  income  in  taxr 
1984,  after  Reagan  slashed  the  toji 
ginal  rate  to  50%,  the  same  famil> 
an  effective  tax  rate  of  33.3%.  Fai 
with  low  or  moderate  incomes  aci 
faced  a  higher  tax  burden  in  1984 
20  years  earlier. 

In  the  early  1980s,  that  line  of  r<' 
ing  was  ridiculed  by  supply  siders 
argued  that  it  was  marginal  rate^ 
tax  paid  on  the  last  dollar  of  ino 
that  counted.  But  today,  a  growini' 
ber  of  economists  believe  that  both 
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more. The  affordable  Hewlett- 
Packard  La.serJet  in'i)rinteris 
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running  to  the  communal  laser 
printer;  No  more  waiting  your 
turn.  This  compact  personal 
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.  Supply  siders  themselves  now 
ke  that  case  when  they  argue  for 
ut  in  capital-gains  taxes, 
iindsey  also  tries  a  bit  too  hard 
lis  effort  to  explain  the  effect  of 

tax  cut  on  the  economic  events 
1980  to  1982,  when  inflation  was 
ken  but  the  economy  plunged 
)  a  recession.  Conventional  wis- 
n  credits — or  blames — the  Feder- 
Reserve  Board.  But  Lindsey  ar- 
!S  that  it  was  the  1981  tax  cut 
t  brought  inflation  under  control 
encouraging  savings  and  slowing 

movement  of  money  through 
economy.  What  about  the  reces- 
1?  Lindsey  blames  that  on  the 
t  that  the  tax  cut  was  phased  in 
i  could  not  immediately  spur 
wth.  He  seems  to  be  trying  to 
e  things  both  ways  here.  Either 
tax  cut  was  controlling  the  econ- 

or  it  wasn't, 
'he  second  half  of  The  Growth 
oeriment  is  a  call  for  radical  new 

reform.  This  is  perhaps  the 
'e  interesting  part  of  the  book, 
sidering  Lindsey's  current  prox- 
;y  to  President  Bush, 
lot  surprisingly,  Lindsey  was  no 
of  the  1986  version  and  its  guid- 

principle  of  tax  neutrality.  He 
eves  the  tax  code  ought  to  be 


used  aggressively  to  encourage  cer- 
tain activities,  including  marriage, 
pregnancy,  and  capital  investment. 
At  the  same  time,  he  thinks  taxes 
ought  not  be  used  to  encourage  oth- 
er activities,  including  home  mort- 
gages, corporate  debt,  and  employ- 
ee benefits. 

Lindsey  likes  the  idea  of  a  corpo- 
rate cash-flow  tax,  an  idea  that  first 
drew  attention  during  the  Carter 
Administration  and  has  recently  be- 
come the  darling  of  academic  econo- 
mists. The  idea  is  simple:  Companies 
would  be  taxed  on  the  difference 
between  gross  revenues  and  operat- 
ing expenses.  But  capital  equipment 
would  be  written  off  in  full  in  the 
year  it  was  acquired  and  companies 
would  get  no  deductions  for  interest 
payments. 

Lindsey's  ideas  aren't  likely  to 
get  very  far  in  the  supercautious 
Bush  Administration,  so  if  this  book 
is  remembered  at  all,  it  will  be  for 
its  analysis  of  the  Reagan  tax  cuts. 
I  can't  help  but  think  of  The 
Growth  Expeiiment  as  something 
of  a  metaphorical  bookend.  On  one 
end,  put  George  Gilder's  1981  sup- 
ply-side plea  Wealth  and  Poverty. 
On  the  other,  put  Lindsey's  retro- 
spective. In  the  middle,  plai  :  the 


Ask  for  the  personal 
HP  LaserJet  nP 


for  your  nearest  authorized  HP 
dealer  With  the  HP  LaserJet 
IIF;  you'll  get  all  the  personal 
attention  you  deserve. 


There  is  a  better  way. 


HEWLETT 
PACKARD 


BUSINESS  WEEK/MAY  7,  199013 


To  Detenrdne  The  Best 
All- Around  4x4  Vehicle, 
Wheel  &  Off-Road  Mag3zin( 
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Competitive  Contest. 


ners."  4-Wheel  &  Off-Road  magazine  tested  this  yeas' 
t  all  the  latest  imports  and  domestics,  against  past  4x4  q 


ed  rigorous  off-road  tests  on  steep  mountain  trails.  Horsepower,  en; 

,  lide  control,  body  styling,  fit  and  finish,  as  well  as  interior  ergon 
red  and  evaluated. 


fngineand  poweriram  for  7  years  or  70,000  miles  and  against  outerbody 
years  orl^O.OOO  miles.  Set  limited  warranty  al  dealer.  Deductibles  and  restrictions  a 


No  Contest. 


\nd  when  all  the  data  was  tabulated,  one  vehicle  emerged  as  "The  Best  of  the  Best.*' 
Cherokee.  With  its  4.0  litre  177  horsepower  engine,  the  most  powerful  in  its  class, 
exclusive  shift-on- the-fly  full-time  four-wheel  drive  capability, 
[here  are  a  lot  of  4x4's  on  the  road  today.  But       rp-i      >  py^i  i  * 

1  you  compare  them  with  the  best,  it's  still  no        1  iiereS  Ulliy  Ullg  JCep... 

.st  There's  only  one  Jeep.  Advantage^  Ghrysler#i 
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budget  deficit,  junk  bonds,  S&Ls,  th  • 
of  Japan,  and  eight  years  of  grA 
Then,  draw  your  own  conclusions  x 
Reaganomics. 

BY  HOWARD  GLEC'.- 
Washington  correspondent  Gleckma 
been  covering  tax  policy  since  1978. 
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PLAYING  THROUGH: 

BEHIND  THE  SCENES  ON  THE  PGA  TOUl 

By  William  Wartman 

William  Morrow  •  317pp  .  $18.95 


The  pro  golf  tour  is  a  lot  li 
traveling  circus.  Every  wee 
rambles  into  another  town,  pit 
its  tents,  and  puts  on  a  show.  Taji 
along  with  the  players  is  a  jumbl 
officials,  agents,  entrepreneurs,  sp- 
writers,  and  outright  weirdos.  The  i 
difference  between  the  golfers 
Ringling  Brothers'  performers  is  nn 
The  PGA  Tour's  average  golfer  n. 
more  than  $250,000  a  year. 

Author  William  Wartman  ran  awa 
join  the  PGA  Tour  in  1988,  and  the  f 
is  an  engaging  portrait  of  the  yv. 
golf.  Playing  Through  begins  at  tb^ 
ried  Masters  tournament  in  Au.m 
Ga.,  and  closes  in  Pebble  Beach,  (  : 
at  the  $3  million  Nabisco  Champim 
of  Golf — what  Wartman  calls  the 
son-ending  orgasm  of  cash."  In  bet-, 
he  visits  10  other  tournaments. 

Much  of  Playing  Through   n  > 
these  events.  This  is  not  its  strong  i 
Better  are  its  behind-the-scenes  ob.- 
tions,  gossip,  and  anecdotes  that  i: 
made  it  to  TV  or  the  sports  pages.  \l 
ers  meet  everyone  from  a  man  who  , 
up  huge  hotel  bills  by  posing  as  I 
Nicklaus'  friend  to  a  prim-looking 
an  who  gets  players  to  smile  fo, 
camera  by  waving  a  porn  magazine 
Wartman  tweaks  some  of  golf'^ 
ter-known  players.  He  paints  NicI 
for  instance,  as  a  difficult  man  \ 
chief  interest  is  being  rememberi 
the  greatest  golfer  ever.  The  am: 
saves  his  sharpest  barbs  for  pga  , 
Commissioner  Deane  Beman,  win 
Wartman  depicts  as  a  control  freak  v\ 
bullies  players  and  spon.sors. 

But  readers  expecting  an  expose  vl 
be  disappointed.  Wartman  doesn't  diu  : 
anything  earth-shattering,  unless  yi 
didn't  know  that  professional  athlft 
can  be  whiny  and  arrogant  or  that  sor 
companies  spend  absurd  amounts  I 
sponsor  golf  tournaments.  Nor  does  j 
have  much  new  to  say  about  the  game 
star  players;  his  access  to  them  seer 
limited  mainly  to  press  conference 
Still,  these  shortcomings  don't  ket 
Playing  Through  from  being  an  ente 
taining  addition  to  this  golf  season. 

BY  PETER  FINC 
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rRACK  RECORD.  Deer,  turkey  and  other  animals  love  living  in  International 
^per  forests.  It's  because  we  manage  our  woodlands  in  imaginative  ways  that 
)enefit  man  and  wildlife  alike.  Take  the  methods  our  foresters  use  to  control 
indergrowth  that  competes  with  trees  for  water  and  nutrients.  Naturally,  they 
mprove  tree  growth.  But  they  also  assure  browsing  animals  a  food  supply  that 
loesn't  outgrow  their  reach.  Thanks  to  such  resourceful  practices,  the  flash  of  white- 
ails'  hooves  and  the  natterings  of  wily  old  gobblers  are  far  more  common  sights 
ind  sounds  in  International  Paper's  forests  than  on  unmanaged  lands.  Many  kinds 
)f  creatures  depend  on  the  land.  We're  committed  to  managing  the  forests  we  con- 
rol  in  the  interests  of  all  of  them.  INTERNATIONAL      PAPER.  Use  our  imagination. 
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ALMOST  AS  INTERNATIONAL  AS  ALLIANZ. 


In  1993  the  12  member  states  of  the  EC  will  achieve  a  new  dimension 


in  international  cooperation.  For  us,  on  the  other  hand,  cooperation 


across  national  borders  has  been  a  reality  fore  long  time.  In  addition. 


Allianz  has  demonstrated  impressive  technical  and  financial  compe- 


tence as  a  partner  of  business  and  industry  for  100  years. 


It's  no  coincidence  then  that  we  are  the  leader  in  the  demand- 


ing European  market.  Today,  Allianz  provides  the  insurance  for 


large-scale  technical  and  industrial  projects  throughout  the  world. 


Allianz 


EUROPE'S    LEADING    INSURANCE  COMPANY 


conomic  Viewpoint 


BRAZII'S 
ONE-WAY 
TICKET  TO 
DISASTERVILLE 

BY  PAUL  CRAIG  ROBERTS 


Collor's  bank  freeze  will 
shrink  the  money  supply 
by  80% — and  lead  to  a 
massive  depression  that  will 
make  it  impossible  to 
balance  the  budget 


PAUL  CRAIG  ROBEHF:.  HOLDS  THE 
WILLIAM  E  SIMON  CHAIR  OF  POLITIC  AL  ECONOMY 
AT  THE  CENTER  FOR  STRATEGIC 
&  INTERNATIONAL  STUDIES  IN  WASHINGTON 


In  a  popular  Soviet  joke,  Comrade 
Leader  and  Comrade  General  are  re- 
viewing the  forces  of  the  May  Day 
parade  in  Red  Square.  At  the  end  of  the 
parade,  behind  the  last  missile,  walk  two 
men.  "And  who  are  those  two?"  asks 
Comrade  Leader.  "Ah,"  replies  Comrade 
General,  "they  are  economists."  "Why 
are  they  in  the  parade?"  asks  Comrade 
Leader.  "Nothing  equals  the  destructive 
power  of  two  economists,"  replies  Com- 
rade General. 

Brazil  is  about  to  give  the  world  a 
demonstration  of  the  truth  in  this  joke. 
Economy  Minister  Zelia  Cardoso  de 
Mello  and  two  young  economists  on  her 
team  have  come  up  with  a  plan  likely  to 
devastate  the  Brazilian  economy  and  the 
new  presidency  of  Fernando  Collor  de 
Mello. 

DOWNWARD  SPIRAL.  There  is  a  deadly 
flaw  in  the  plan.  It  confuses  the  existing 
stock  of  money,  which  supports  the  ex- 
isting level  of  real  gross  national  prod- 
uct, with  the  creation  of  new  money, 
which  if  too  rapid  leads  to  inflation.  This 
confusion  has  caused  the  new  govern- 
ment to  drastically  shrink  the  supply  of 
money  as  an  anti-inflationary  policy.  As 
Milton  Friedman  has  shown,  a  similar 
mistake  by  the  Federal  Reserve  caused 
the  Great  Depression  in  the  1930s. 

The  Fed  brought  on  the  Depression  by 
implementing  policies  that  shrank  bank 
reserves  at  a  time  when  the  money  sup- 
ply was  falling  because  of  bank  failures. 
This  drained  liquidity  from  the  economy, 
leading  to  layoffs,  falling  income,  and  a 
downward  spiral. 

The  Collor  plan  drains  liquidity  from 
the  economy  by  preventing  withdrawals 
for  18  months  from  savings  and  check- 
ing accounts.  The  prohibition  applies  to 
the  cash  balances  of  businesses,  thus 
making  it  impossible  to  meet  payrolls 
and  pay  suppliers.  Since  the  freeze  af- 
fects about  807^  of  the  money  in  circula- 
tion, the  impact  is  likely  to  be  more  se- 
vere than  that  of  the  Great  Depression 
in  the  U.  S.,  which  corresponded  with  a 
327'  reduction  in  the  supply  of  money. 

Brazil's  hyperinflation  is  not  the  re- 
sult of  the  large  stock  of  money,  whose 
size  reflects  previous  inflationary  po- 
lices. Rather,  it  is  the  continual  printing 
of  new  money,  which  undermines  confi- 
dence in  the  cruzado  and  encourages  the 
flight  from  the  currency,  which  has  led 
to  hyperinflation. 

Brazil  has  approximately  200  state-run 
companies,  with  a  combined  deficit  of 
more  than  $60  billion.  To  cover  the  defi- 
cit of  these  socialized  companies,  the 
government  prints  money. 

Whenever  money  is  printed  to  cover 
losses,  more  money  chases  fewer  goods 
and  prices  rise.  This  doesn't  have  to  go 
on  for  long  before  people  lose  confidence 


in  the  currency  and  spend  it  faster|rh 
faster  turnover  in  the  stock  of 
adds  to  the  inflation  rate. 

The  solution  would  be  to  first 
tize  the  deficit-ridden  state  compile: 
thereby  ending  the  government' jt  n 
sponsibility  for  the  losses  and  h;-; 
the  printing  presses  that  create  tin 
money  to  cover  the  deficit.  On(  > 
change  is  made,  people  would 
confidence  in  the  currency  and 
spending  it  as  rapidly  as  possible, 
tion  would  moderate  and  disappear 
by  taking  action  to  shrink  the  n 
supply  by  80%  before  privatizing,  < 
will  find  himself  trying  to  balanri 
budget  in  the  midst  of  a  depression 
impossible  and  self-defeating  polic 

The  200  loss-making  companies  i 
be  privatized  when  the  economy 
quid  and  declining.  Their  losses  wr 
mount,  and  more  money  will  be  p 
to  cover  them. 

On  announcement  of  the  plaii 
Brazilian  stock  market  fell  by  50' 
in  March,  industrial  production  fell 
As  industries  and  businesses  contini; 
shut  down,  the  supply  of  goods  wilHi 
up  along  with  payrolls. 

Collor  may  find  a  way  to  reliquif\|tl 
economy  and  extricate  himself  witi 
losing  political  face  by  repealing  In 
advised  freeze.  But  he  neverthele- 
have  taught  Brazilians  that  it  is 
risky  than  they  thought  to  hold  fiii;n'i 
balances  denominated  in  Braziliaii  'i 
rency.  Everyone  will  want  U.S.  il": 
under  the  mattress  or  bank  bal  i  ■ 
abroad,  and  flight  from  Brazil's  cm 
cy  will  continue. 

INDIFFERENCE.  Without  a  good  ecoin.: 
Collor  cannot  eliminate  subsidies  ii 
balance  the  budget.  Moreover,  thejl 
month  suspension  of  people's  riglit  i 
their  savings  and  checking  accounts :; 
devastated  Brazilians'  confidence) 
their  financial  institutions.  To  comr 
hend  the  fiasco,  imagine  what  w<i 
happen  if  we  woke  up  tomorrow  to? 
government's  announcement  that  it  £ 
frozen  80%  of  our  financial  assets  fi 
year  and  a  half.  That's  like  closing  ) 
of  the  banks. 

Economic  Minister  Cardoso  de  Ml 
points  to  the  endorsement  of  her  plai  : 
Federal  Reserve  Chairman  Alan  Grc: 
span  and  Treasury  Secretary  Nicholal 
Brady.  How  quick  our  luminaries  for  ^ 
In  the  autumn  of  1986,  Collor's  prede^ 
sor,  Jose  Sarney,  came  to  Washingtoil 
collect  an  endorsement  of  his  disastr; 
and  soon  abandoned  "Cruzado  PI" 
from  an  ill-advised  Ronald  Reagi 
When  our  policymakers  so  readily 
up  behind  such  crackpot  schemes,  t  • 
demonstrate  a  callous  indifference  t 
undermines  U.  S.  credibility  as  a  sine 
adviser  to  less-developed  countries. 
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The  World's  First  Desktop  Office  Is  Here. 

ATelephone,  Fax,  And  PC,  All  In  One  Unit,  With  ATouch-Sensitive  Screen. 


reducing  the  Canon  Navigator 

Now,  you  can  do  more  work  without 
)ving  from  your  chair 
You  can  enter  data  into  your  PC  while 
king  with  a  client  on  the  phone  Receive  a 
:slmile  while  creating  a  document-then 
( that  document.  With  one  machine,  on 
D  of  your  desk. 

In  fact,  the  Navigator  is  the  first  office 
ichine  in  the  world  that  lets  you  do  so 
jch-just  by  touching  its  screen; 

Call  your  clients.  You  can  bring  up 
your  500-name  directory  speed- 
dial,  re-dlal,  set  the  Navigator's 
swerlng  machine-even  have  It  give  you  a 
ike-up  call-by  touching  Its  screen. 

Fax  documents.You  can  call  up  the 
directory  of  your  C5  fax  machine, 
send  documents  directly  from 


your  screen  and  receive  them  straight  to 
your  disk.  All,  with  a  simple  touch. 

Use  your  PC.You  can  pull  up  Micro- 
soft" Works  2.0,  which  comes  with 
the  Navigator-with  the  touch  of  a 


finger  So  you'll  have  word  processing, 
spreadsheet  with  graphics,  data  base,  and 
more,  to  help  you  run  your  business  more 
efficiently 

And,  since  you  can  use  software  com- 
patible With  the  IBM  PC/XT'  there  are 
hundreds  of  programs  you  can  benefit 
from. 

Call  1  (800)  733-9500.  And  see 

how  much  easier  work  can  be. 

Microsoft  IS  a  registered  trademark  of  Microsoft 
Corporation  IBM  and  IBM  PC/XTare  registered 
trademarks  of  international  Business  Machines 
Corporation 

CanqnuSA  Inc  One  Canon  Plaza  Lake  Success  NV  11042 


Canon 


Desktop  Office 


Come  see  (he  Canon  Greaier  Har lltxO  Open, 
June  28- July  1,  Of  waich  il  on  CBS  Television 
^■iggo  canon  USA.inc 


We'd  like  to  recycle  the  thinkn 


Before. 


Contrary  to  public  opinion,  plas- 
tics are  annong  the  easiest  materials 
to  recycle. 

In  South  Carolina,  one  company 
is  recycling  100  million  pounds  of 
used  plastic  soft  drink  bottles  a  year 
into  carpet  yarn,  flower  pots,  toys,  and 
fiberfill  for  ski  parkas. 

In  Chicago,  another  company  is 
recycling  2  million  plastic  milk  jugs 
a  year  into  "plastic  lumber"  for  decks. 

In  Tennessee,  another  company 
is  recycling  plastic  beverage  contain- 


ers into  bathtubs  and  shower  stalls. 

The  recycling  of  plastics  is  rap- 
idly catching  on.  Recycling  is  trans- 
forming used  plastics  into  a  "natural 
resource"  that  can  be  used  to  pro- 
duce many  new  products.  Recycling 
IS  a  critical  issue  as  America  grapples 
with  Its  growing  solid  waste  problem. 

Our  landfills  are  filling  up. 
We  dispose  of  160  million  tons  of 
garbage  a  year  In  the  past  10  years, 
our  landfills  have  decreased  from 
about  18,500  to  6,000.  Within  5  years 


2,000  more  will  close. 

In  their  haste  to  find  solution, 
some  policymakers  propose  to  ba 
plastics.  The  fact  is,  plastics  make,|: 
less  than  8%  by  weight  of  our  soli 
waste,  and  although  naturally  ligh 
in  weight,  only  about  20%  by  volun 
when  compressed  in  a  landfill. 

If  plastic  packaging  is  banne 
the  need  for  packaging  won't  go 
away  The  idea  is  to  replace  plastic 
with  biodegradable  materials. 
Studies  show,  however,  that  degra 


at  plastics  can't  be  recycled. 


1 990  Amoco  Chemical  Company 


After. 


tion  is  so  slow  in  today's  landfills 

as  to  almost  not  exist. 

How  Amoco  Chemical  is  helping. 

Amoco  Chemical,  we  believe  all 
:yclable  materials  should  be 
:ycled-glass,  metals,  paper  and 
)stics-in  addition  to  source  reduc- 
n,  waste-to-energy  incineration 
d  landfilling  when  appropriate. 

Amoco  Chemical  is  sponsoring 
ecycling  program  in  New  York 
ate  demonstrating  that  used, 
ilystyrene  foam  food  service  con- 


tainers from  schools  and  restaurants 
can  be  recycled  into  insulation  board 
for  commercial  construction,  cafeteria 
trays  and  home  and  office  products. 

We're  participating  in  a 
consortium  with  other  major  plastics 
manufacturers  which  will  support 
construction  of  regional  polystyrene 
recycling  plants. 

We're  encouraging  the  start-up 
of  new  recycling  efforts,  helping  to 
find  better  ways  to  collect  and  sort 
recyclables,  and  helping  to  create 


markets  for  recycled  plastics  products. 

At  Amoco  Chemical,  we  believe 
the  more  we  recycle,  the  more  we'll 
bring  a  huge  problem  down  to  size. 

For  a  free  copy  of  "Recycling  Do  It  Today 
For  Tomorrow."  write  Amoco  Chemical  Recycling  BW 
200  East  Randolpfi  Drive  Chicago.  IL  60601 

Recycling. 
Do  It  Today  For  Tomorrow. 


Amoco  Chemical 


conomic  Trends 


BYGENEKORETZ 


MAKE  NO  MISTAKE, 
THE  FED  STILL 
CALLS  THE  TUNE 


As])ecter  is  haunting  the  financial 
marl<ets:  the  notion  that  the  Feder- 
al Reserve  Board  may  have  lost  control 
of  monetary  policy  as  a  result  of  the 
integration  of  world  financial  markets 
and  the  constraints  of  exchange-rate 
considerations.  While  such  a  develop- 
ment may  not  seem  threatening  as  long 
as  the  economy  continues  to  grow,  it 
could  have  disastrous  consequences  dur- 
ing the  next  recession,  when  monetary 
policy  is  likely  to  be  the  only  available 
lever  to  turn  the  economy  around. 

Economist  John  D.  Paulus  of  Morgan 
Stanley  &  Co.  is  unperturbed,  however. 


IMPORTS:  NOT  THAT  BIG 
IN  THE  U.S.  ECONOMY 


JAPAN  10% 


AUSTRALIA  18% 


FRANCE  21% 


CANADA  26% 


BRITAIN  27% 


W.  GERMANY  28% 


RATIO  Of  IMPORTS  TO 
GROSS  DOMESTIC  PRODUa 


►  o  10  20 

PERCENT 

DATA:  INTERNATIONAL  MONETARY  EUND,  MORGAN  STANLEY  &  CO 


For  one  thing,  he  notes  that  fears  of  Fed 
impotence  during  a  recession  are  based 
on  the  idea  that  monetary  ease  would 
reignite  inflation  by  causing  a  dollar  col- 
lapse, thus  unleashing  import  prices.  Yet 
he  points  out  that  the  U.  S.  remains  "a 
relatively  closed  economy,  with  imports 
accounting  for  only  IV/o  of  domestic  ex- 
penditures— far  less  than  in  most  other 
nations"  (chart). 

So,  even  though  reduced  interest  rates 
during  a  recession  would  lead  to  a  lower 
dollar  and  higher  import  prices  (while 
stimulating  exports  and  economic  activi- 
ty), Paulus'  analysis  indicates  that  the 
inflationary  impact  would  be  limited  be- 
cause of  the  small  weight  of  imports  in 
the  economy.  More  important,  it  would 
be  completely  offset  by  the  deflationary 
effect  of  the  recession  itself.  Indeed, 
Paulus  calculates  that  inflation  would 
actually  decline  significantly  if,  in  a  re- 
cession with  87o  unemployment,  interest 
rates  were  lowered  enough  to  reduce  the 


dollar  by  207^  and  bring  the  jobless  rate 
down  to  57f  over  four  years. 

Paulus  also  rejects  the  idea  that  the 
globalization  of  financial  markets — epit- 
omized by  the  daily  flow  of  hundreds  of 
billions  of  dollars  across  national  bor- 
ders— implies  that  the  Fed's  ability  to 
influence  interest  rates  is  now  hostage 
to  rates  set  overseas.  Statistical  analy- 
sis, for  example,  provides  no  evidence 
that  U.  S.  short  rates  in  recent  years 
have  become  more  tightly  linked  with 
foreign  rates.  Further,  he  points  out 
that  Germany,  Japan,  and  the  U.  S.  suc- 
cessfully followed  diverse  monetary  poli- 
cies over  the  past  year— causing  short- 
term  interest  rates  to  rise  by  200  to  250 
basis  points  in  the  first  two  nations  and 
to  fall  by  200  basis  points  in  the  U.  S. 

Paulus  concedes  that  sudden  changes 
in  the  perceptions  of  global  investoi-s  did 
significantly  affect  U.  S.  long-term  inter- 
est rates  for  a  month  or  two  on  several 
occasions  in  recent  years.  But  even  with 
these  temporary  episodes,  he  still  finds 
that  the  relationship  between  such  long 
rates  and  the  federal  funds  rate  (the 
short  rate  the  Fed  controls  most  direct- 
ly) actually  has  been  closer  since  1985 
than  it  was  in  the  prior  15  years. 

In  short,  says  Paulus,  "the  rumors  of 
the  Fed's  loss  of  control  of  U.  S.  mone- 
tary policy  are  highly  exaggerated." 


JAPANESE  EMPLOYERS 
ARE  'LOCKING  OUT' 
THEIR  U.S.  MANAGERS 


The  most  profitable  Japanese-owned 
companies  in  the  U.  S.  are  those  that 
delegate  a  high  degree  of  authority  to 
their  American  managers.  That's  a  key 
finding  of  a  study  by  the  University  of 
Michigan  School  of  Business  Administra- 
tion and  Egon  Zehnder  International,  an 
executive-search  firm,  based  on  a  survey 
of  133  top  American  executives  em- 
ployed by  32  Japanese  companies. 

At  the  same  time,  however,  the  study 
found  that  the  Japanese  aren't  capitaliz- 
ing on  the  Americans'  apparent  profit- 
making  proclivities.  The  companies  have 
made  "no  visible  effort"  to  involve  them 
in  the  kind  of  open  communication  and 
collaborative  decision-making  chai-acter- 
istic  of  the  management  culture  in  Ja- 
pan. Many  of  the  Americans  complained 
that  they  were  given  little  access  to  stra- 
tegic information  and  felt  "locked  out" 
of  decision-making  and  product  plan- 
ning. Performance  reviews  were  irregu- 
lar or  nonexistent. 

The  survey  also  suggested  that  the 
Japanese  companies'  failure  to  integrate 
their  American  executives  into  their  op- 
erations could  ultimately  hurt  their  com- 


petitive success.  The  more  aggres 
and  ambitious  American  managers 
ed  to  quit,  for  example,  because  opp( 
nities  for  promotion  above  certain  k 
were  restricted.  Japanese  companie 
the  U.  S.,  the  study  concluded,  nee 
start  managing  American  human 
sources  "with  the  same  dedication 
determination  they  apply  at  home." 


MORE  PICKET  LINES, 
FEWER 

RANK-AND-FILERS 


Don't  be  confused  by  the  ns( 
strikes  and  labor  unrest.  The  po 
of  unions  in  the  U.  S.  economy  is 
tinuing  to  decline.  Indeed,  accordinj 
an  analysis  presented  at  a  recent  Nat 
al  Bureau  of  Economic  Research  cor 
ence,  union  membership  in  the  prr 
sector  could  drop  below  5%  by  200 
present  trends  continue. 

To  be  sure,  organized  labor  is  get 
more  rambunctious.  After  hitting  a 
ord  low  of  40  major  strikes  in  1988, 
ports  the  Labor  Dept.,  such  stoppa 
rose  to  51  last  year,  resulting  in  17 
lion  lost  work  days — the  most 
1983.  But  the  unionized  share  of  the 
vate  work  force  still  fell  to  12.4%  in  1 
from  16.87  in  1983  and  12.9%  in  198 
With  the  share  of  government  w( 
ers  in  unions  staying  around  37%  in 
cent  years,  the  percent  of  the  total 
farm  work  force  enrolled  in  unions 
to  16.4%  last  year — the  lowest  readinj 
more  than  50  years.  By  contrast, 
comparable  percentages  in  Japan 
Germany  are  28%'  and  43%',  respectiv 
With  Celeste  Whittaker  in  New 


U.S.  CAPITAL  SPENDING 
IS  UP  AT  HOME 
—BUT  MORE  SO  ABROAl 


The   Commerce   Dept.  reports 
companies  now  plan  to  shell  out  7 
more  in  current  dollars  this  year  (7 
after  inflation)  for  plant  and  equipm 
than  they  did  in  1989.  But  it's  wo 
noting  that  U.  S.  companies  are 
boosting  their  capital  outlays  and 
search-and-development  investment 
more  abroad  than  they  are  at  home. 

The  National  Science  Foundation 
ports  that  American  corporations 
creased  their  R&D  spending  overseas 
33%  from  1986  to  1988,  compared  witi 
slim  6%'  increase  on  their  home  turf.  A 
the  Commerce  Dept.  estimates  that  U 
companies  will  raise  capital  spendi 
abroad  by  \Z%  this  year  on  top  of  a  1 
rise  in  1989  and  a  24%  jump  in  1988. 
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The  Trouble 
With  Most  486 

Micro  Channel  fCs 
IsThatThey 
Were  Designed 
As  386  PCs. 


NCR  B 
The  Most  Powerli 


;6/MC. 

^6  PC  By  Design. 


6/MC 


standard  Features 


i486  Native  Design 

Micro  Channel  Architecture 

25MHz  Processing  Speed 

128KB  Of  High-Speed  Cache  Memory 

SuperVGA  Display  Adapter 

Small  CofTiputer  System  Interface 
(SCSI)  Multi-Peripheral  Controller 

Worldwide  Service  and  Support 

Available  Now 


When  our  engineers  sat  down  to  build  the  NCR  PC486/MC,  they  were 
determined  to  unleash  the  full  power  of  the  Micro  Channel™  architecture  and 
the  i486™  microprocessor 

They  succeeded.  PC/Computing  reports 
"the  PC486/MC  is  on  the  front  edge"  of  486 
desktops.*  With  its  dual  high-speed  cache 
design,  the  system  takes  full  advantage  of  the 
performance  potential  of  the  486  microprocessor 
And  its  implementation  of  Micro  Channel 
architecture  makes  it  the  clear  leader  in  provid- 
ing full  32-bit  performance. 

According  to  BYTE  Lab  benchmarks,  the  PC486/MC's  "mass  storage 
subsystem  (with  a  100MB  SCSI  hard  drive)  turned  in  the  fastest  performance 
weVe  ever  measured!'* 

The  PC486/MC  is  a  hot  box  that  comes  standard  with  advanced  features 
you  won't  find  on  competitive  machines.  In  fact,  you  won't  find  many  competi- 
tive machines.  Ours  is  the  only  native  design  486  Micro  Channel  PC  from 
a  major  vendor  now  available.  Which  is  why  weVe  already  rolled  up  a  com- 
manding market  share. 

The  PC486/MC  is  the  first  of  a  family  of  advanced  PCs  that  will  lead  the 
market  in  speed,  power,  and  availability 

Our  PC  family  also  includes  high-performing  286™  and  386™- based 
PCs.  Backed  by  the  resources  of  a  $6  billion  computer  company  with  service 
and  support  in  nearly  every  country  in  the  world.  And  a  commitment  to 
quality  that  is  unequaled. 

Call  1 800  544-3333  for  a  free  six-page  comparison  brochure.  We'll 
also  put  you  in  touch  with  the  NCR  or  Businessland  representative,  or  other 
Authorized  NCR  Reseller  nearest  you. 


NCR 


Open,  Cooperative  Computing. 
The  Strategy  For  Managing  Change. 


NCR  is  the  name  and  mark  of  NCR  Corporation.  Micro  Channel  is  a  trademark  of  IBM  Corporation.  486, 386,  and  286  are  trademarks  of 
Intel  Corporation.  'Sources:  K;/Comfuii;g,  March  1990.  BVTErE£/C,  II/I3/89.  (0 1990  NCR  Corporation. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IGH  RATES  COULD  PUT 
HEX  ON  THE  SECOND  HALF 


THE  SURGE  IN 
DNG-TERM  RATES 


t  was  every  forecaster's  mistake.  The  sudden  rise  in 
long-term  interest  rates  during  the  past  four  months 
not  only  caught  economists  off  guard  but  also  has 
n  steeper  and  longer-lasting  than  anticipated.  And 
t's  sending  forecasters  back  to  their  computers  to 
5sess  prospects  for  the  economy  in  1990. 

A  few  months  ago,  analysts 
generally  expected  the  economy 
to  start  1990  perilously  close  to 
I       a  recession,  with  growth  pick- 
^  J       ing  up  in  the  second  half.  Now, 

Wk  gam       with  the  year  off  to  a  surpris- 

\,^\  J  ingly  strong  start,   they  are 

beefing  up  their  first-half  out- 
looks. But  because  of  the  jump 
in  interest  rates,  they  are  scal- 
ing back  prospects  for  the  sec- 
ond half. 


YIELD  ON  30-YEAR 
TREASURY  BONDS 


I.  '1)9  APR.  ^O- 

8CENT,  END  OF  MONTH  'AS  OF  APR.  24 
DATA:  FEDERAL  RESERVE  BOARD,  ew 


he  average  yield  on  30-year  Treasury  bonds  has  risen 
rply,  from  7.85%  in  late  December  to  nearly  in 

April.  That's  the  highest  level  in  a  year  (chart).  The 
alem  is  that  higher  long-term  interest  rates  hit  the 
lomy  in  credit-sensitive  areas  that  are  already  wob- 

such  as  housing,  autos,  and  manufacturing. 


)NDS 
IFFY 


EMAND  Several  factors  have  converged  to  push 
IRU.$.  long  rates  higher:  The  weakness  in  the 
economy  that  was  generally  expected  for 
the  first  quarter  never  materialized,  caus- 
inflation  fears  to  resurface.  The  broad  acceleration 
:onsumer  prices  during  the  first  quarter  added  even 
•e  fuel  to  those  fears.  And  the  financial  markets  are 
ticularly  uneasy  about  developments  in  Japan, 
he  bond  market  is  worried  that  the  combination  of 
ig  Japanese  interest  rates,  plunging  stock  prices  in 
yo,  and  the  weaker  yen  will  lead  to  fewer  Japanese 
chases  of  U.  S.  securities.  And  there  will  be  plenty  of 
T\  hitting  the  markets  in  the  next  few  days.  The  U.  S. 
ernment  will  float  some  $30  billion  in  bonds  and 
3S  on  May  8-10.  Lower  Japanese  demand  would  drag 

bond  prices  and  push  rates  even  higher. 
1  coming  weeks,  the  range  on  30-year  bond  yields  is 
ly  to  remain  high,  somewhere  above  8.75%  and  proba- 
even  piercing  the  9%  mark.  Rates  will  be  elevated  by 
•e  of  the  same  concerns,  with  inflation  playing  a  lead 
Labor  costs,  especially  for  benefits,  are  one  of  the 
?est  inflation  worries. 

leanwhile,  the  Federal  Reserve  Board  will  undoubted- 
lave  a  bias  toward  tighter  monetary  policy,  but  it  is 
ikely  to  act  anytime  soon.  The  central  bank  must  first 


decide  how  much  of  the  first  quarter's  strength  has 
carried  over  into  the  current  quarter.  And  it  must  assess 
the  damage  caused  by  stricter  bank  lending  policies  that 
bank  regulators  are  enforcing,  largely  as  a  result  of  the 
jump  in  nonperforming  real  estate  loans. 

Anecdotal  evidence  is  mounting  that  a  credit  crunch  is 
brewing.  Fed  Chairman  Alan  Greenspan  has  confirmed 
that  banks  in  New  England  and  other  regions  have 
tightened  their  standards.  And  the  Senate  Banking  Com- 
mittee and  the  U.  S.  Treasury  are  receiving  complaints 
that  many  real  estate  developers  and  small  businesses 
are  being  denied  credit,  according  to  Kemper  Financial 
Services  Inc.  A  squeeze  on  credit  would  be  especially 
painful  for  companies  needing  to  refinance  heavy  debt 
loads  at  a  time  when  profits  are  expected  to  be  weak. 

Later  this  year,  long-term  in- 
terest rates  seem  likely  to  move 
lower,  as  signs  that  the  econo- 
my remains  in  a  slowdown  be- 
come more  evident.  The  econo- 
my's first-quarter  strength  is 
somewhat  suspect,  because  it 
looks  as  if  manufacturing  is  still 
flat  on  its  back.  Although  new 
orders  for  durable  goods 
jumped  a  strong  6.7%-  in  March, 
the  recent  trend  in  factory 


FACTORY  ORDERS 
STILL  LOOK  SOFT 
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bookings  doesn't  inspire  much  enthusiasm  (chart). 

The  big  order  gain  in  March  must  be  taken  in  context 
with  a  10.5%  drop  suffered  back  in  January.  Both  moves 
reflected  big  swings  in  aircraft  orders.  Bookings  for  the 
entire  quarter  stood  4.9%  below  their  fourth-quarter  lev- 
el and  are  2.8%  below  a  year  ago.  In  coming  months, 
orders  won't  get  much  help  from  auto  dealers.  In  mid- 
April,  cars  sold  at  a  lackluster  annual  rate  of  6.6  million. 

The  sharp  rise  in  long-term  interest  rates,  combined 
with  banks'  increasing  pickiness  about  whom  they  lend 
to,  virtually  assures  that  construction,  autos,  and  manu- 
facturing will  not  be  able  to  mount  meaningful  recover- 
ies in  the  second  half.  And  signs  of  a  slower  economy 
should  ease  inflation  worries — as  well  as  interest  rates. 

BENEFITS  Inflation  fears  will  die  hard,  however. 
HAVE  The  bond  market  wants  particularly  to 

THEIR  gee  some  moderation  in  labor  costs — the 

PRICE  -fyel  that  keeps  the  wage-price  spiral  mov- 

ing. On  that  front,  there  was  both  good  news  and  bad  in 
the  government's  latest  report  on  employment  costs: 
Wage  growth  is  peaking,  but  benefits  continue  to  soar. 
In  the  first  quarter,  employment  costs  for  private- 
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industry  workers  posted  a  5.27"  gain  above  year-earlier 
levels.  That  increase  was  faster  than  the  fourth  quar- 
ter's 4.8%  pace.  But  as  has  been  the  case  over  the  past 
few  years,  the  acceleration  was  mainly  in  benefit  costs, 
which  rose  a  steep  7.2%,  up  from  6.1%  at  the  end  of  1989. 

Wages  advanced  only  4.2%c — little  changed  during  the 
past  year.  But  more  important,  wage  trends  in  some 
industries  indicate  that  pay  hikes  may  be  topping  out. 
The  best  news  came  from  the  service-producing  sector, 
which  employs  about  70%  of  all  private  workers. 

Although  yearly  wage  growth  in  manufacturing  accel- 
erated a  bit  to  4.3%'  last  quarter,  from  3.9%-  in  the  fourth 
quarter,  service  wages  decelerated.  They  grew  4.2%^  in 
the  12  months  ended  in  March,  down  from  4.5%o  in  the 
fourth  quarter  and  5.1%'  in  the  first  quarter  of  1989. 

The  most  dramatic  downshift- 
ing is  in  the  troubled  financial 
sector.  Those  workers  saw  their 
pay  edge  up  3.6%  in  the  12 
months  ended  in  March.  That  is 
less  than  half  the  7.4%'  pace 
posted  in  the  previous  year. 
And  at  wholesale  and  retail 
trade  companies,  which  are  de- 
pendent on  the  ailing  manufac- 
turing sector,  wage  gains 
slipped  to  4.2%  from  5.1%. 


WHERE  LABOR  COSTS 
ARE  RISING  FASTEST 


EMPLOYMENT  COST  INDEXES 


►  0  4  5 

PtRCtm  CHANGE  FROM  YEAR  AGO 


But  wages  tell  only  about  three-quarters  of  the  labor- 
cost  story.  The  other  fourth  is  benefit  outlays.  And  the 
rapid  growth  there  is  more  troublesome  because  compa- 
nies have  little  control  over  some  cost  increases. 

For  example,  Washington  hiked  the  Social  Security  tax 
rate  by  1.9%  on  Jan.  1,  to  7.65%.  Those  taxes  account  for 
21%  of  all  benefit  costs.  And  health  care  expenses,  up 
12.1%  last  quarter,  have  been  rising  at  a  double-digit 
pace  since  March,  1988,  and  show  no  signs  of  slowing. 

Divergent  patterns  in  the  growth  of  labor  costs  are 
also  apparent  across  U.  S.  regions  (chart).  Certainly,  the 


I 


Northeast's  5.8%>  rise  in  employment  costs  was  he^ 
but  compensation  growth  in  the  region  is  actually  dte 
erating.  Last  quarter's  pace  was  much  slower  than  h 
6.4%  gain  in  the 'fourth  quarter  and  the  6.8%  clip  in  h 
first  quarter  of  1989.  In  other  regions,  growth  in  wae 
and  benefits  hasn't  changed  much  over  the  past  yei 

I NORTHEAST    Why   the   divergence?   Growth  in 
GROWTH       Northeast  has  slowed  much  more  thai 
FLATTENS      the  rest  of  the  country.  And  that 
increased  the  slackness  in  its  labor  n 
kets.  Nonfarm  payrolls  in  the  Northeast  have  been  vi 
ally  flat  over  the  past  year,  while  elsewhere  in  the  U 
jobs  have  grown  by  a  healthy  2.9%f>.  In  turn,  the  nati( 
unemployment  rate,  now  at  5.2%o,  hasn't  moved  m 
over  the  past  year,  while  in  New  England,  5.6%f  of 
labor  force  is  out  of  work,  up  from  4.7%©  a  year  earl 
Job  losses  and  slower  wage  growth  have  mean 
drop-off  in  personal-income  gains.  In  1989,  per  ca] 
income  growth  in  the  Northeast  slowed  to  7%o,  from  7 
in  1988.  For  the  U.  S.  as  a  whole,  income  growth  \ 
6.57o,  not  much  different  from  6.6%'  the  year  before. 

Other  signs  of  the  region's  malaise  include  fall 
retail  sales  in  many  cities  and  unanticipated  drops  i:. 
state  tax  receipts,  putting  greater  pressures  on  Norn  I 
east  governors  to  balance  their  state  budgets. 

For  now,  signs  are  few  that  the  Northeast  will  ti 
around  soon.  Many  of  the  area's  diverse  industries 
eluding  finance,  defense  suppliers,  and  construction, 
seem  to  be  sliding  at  the  same  time.  So  growth  in  way 
and  benefits  there  should  continue  to  slow  this  yei- 
That's  good  news  for  the  outlook  on  labor  costs,  siio 
about  22%  of  all  workers  live  in  the  Northeast. 

And  it  may  eventually  be  good  news  for  inflation  so 
interest  rates.  But  it  could  take  a  long  time  for  te 
benefits  to  show  up.  Meanwhile,  long-term  interest  rats 
are  sure  to  remain  volatile  as  the  bond  market  scors 
every  piece  of  economic  data  for  signs  of  inflation. 


II 


NEW  SINGLE-FAMILY  HOME  SALES 

Monday,  Apr.  30,  10  a.  m. 
Home  sales  remain  weak,  probably  fall- 
ing to  an  annual  rate  of  600,000  in 
March,  from  a  607,000  pace  in  February. 

PERSONAL  INCOME  

Monday,  Apr.  30,  10  a.  m. 
Personal  income  likely  rose  a  robust 
0.7%  in  March,  after  a  0.9',''  gain  in  Feb- 
ruary. Likewise,  consumer  spending  was 
up  strongly  in  March,  probably  by  about 
0.6%,  following  a  0.4%  rise  in  February. 

NAPM  SURVEY  

Tuesday,  May  1,  10  a.  m. 

The  business  activity  index  compiled  by 

the  National  Association  of  .  'urchasing 


Management  likely  rose  to  about  49%  in 
April,  from  March's  level  of  48.8%.  De- 
spite the  gain,  the  index  indicates  that 
the  factory  sector  is  still  declining. 

CONSTRUCTION  SPENDING  

Tuesday,  May  1,  10  a.m. 
Construction  outlays  probably  fell  about 
Y'A'  in  March,  after  warm  weather  boost- 
ed spending  by  2.6%  in  February  and 
2.59^  in  January. 

LEADING  INDICATORS  

Wednesday,  May  2,  8:30  a.  m. 
The  composite  index  of  leading  indica- 
tors likely  rebounded  by  about  0.8%  in 
March,  after  falling  1%  in  February. 
That's  suggested  by  fewer  unemploy- 
ment claims  and  higher  stock  prices. 


FACTORY  INVENTORIES 


Wednesday,  May  2,  10  a.m. 
Manufacturing  stockpiles  probably  wie 
little  changed  in  March,  after  edgig 
down  0.1%  in  February.  Factory  ordis 
probably  rose  3%,  following  a  1.8%  re 
in  February.  That's  suggested  by  le 
already  reported  6.7%  jump  in  durat^ 
goods  orders. 

EMPLOYMENT  

Friday,  May  4,  8:30  a.  m. 
The  hiring  of  about  200,000  census  wox- 
ers  means  nonfarm  payrolls  likely  gnv 
by  about  350,000  workers  in  April,  afir 
a  weak  gain  of  26,000  in  March.  Ecoi»- 
mists  expect  that  the  April  jobless 
fell  to  5.1%,  from  5.2%  in  March. 
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Every  day  is  Earth  Day 
wilh  nuclear  energy 


Nuclear  energy  is  America's  second-leading 
source  of  electricity.  Every  day,  nuclear  energy 
generates  one-fifth  of  America's  electricity- 
enough  to  light  over  half  the  homes  in  the  U.S. 


Nuclear  energy  helps  reduce  air  pollution. 

Every  day,  by  using  nuclear-generated  electricity 
Americans  help  reduce  airborne  pollutants  by  over 
19,000  tons. 


Nuclear  energy  doesn't  emit  greenhouse 
gases.  Because  nuclear  plants  generate  electricity 
cleanly,  every  day  nuclear  energy  helps  reduce 
greenhouse  gas  emissions  from  utilities  by  20%. 


Nuclear  energy  helps  reduce  our  dependence 
on  foreign  oil.  Every  day,  nuclear  energy  helps 
cut  our  foreign  oil  use  by  over  850,000  barrels  and 
reduce  our  foreign  oil  payments  by  $16  million. 


^1 


Nudear  Electricity 
and 

Energy  Imtependcoce 


For  more  complete  information  on  nuclear  energy,  send  for  this  free  booklet. 
Write  to:  U.S.  Council  for  Energy  Awareness 
P.O.  Box  66080,  Dept.  ED26,  Washington,  D.C.  20035 


1990  USCEA 
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GUILTY, 
rOUR  HONOR' 

»W,  WILL  MILKEN  HELP  THE  FEDS  NAB  OTHER  WALL  STREET  CRIMINALS? 


The  junk-bond  king 
stood  up,  lawyers  on 
^  ^^'^  either  side.  Behind 

I  r  J  him,  in  eerie  silence, 
B  HH  waited  hundreds  of 
'  onlookers   who  had 

squeezed  their  way 
Room  110  of  the  Manhattan  federal 
"thouse.  Outside,  an  April  morning 
'ect  for  playing  hooky.  And  then, 
'i.  District  Court  Judge  Kimba  M. 
)d  looked  down  and  started  pitching 
stions.  "Is  your  mind  clear  today?" 
asked.  "Yes,"  replied  Michael  R. 
cen. 

'oments  later,  the  most  powerful  fi- 
cier  since  J.  P.  Morgan  was  sobbing 
■  how  "extremely  painful"  his  ordeal 

been  for  family  and  friends — some 
vhom  had  flown  in  and  stayed  over- 
it  at  the  ritzy  Carlyle  Hotel  to  join 

in  court.  No  mention  of  the  clients 
monymous  investors  he  had  victim- 
.  Judge  Wood  pressed  ahead:  "Mr. 
cen,  how  do  you  plead  to  the  charges 
forth?"  Voice  cracking,  the  defen- 
t  replied:  "Guilty,  your  honor." 
ILY  SORRY.'  Milken's  decision  to  cop 
iix  felonies  brings  the  curtain  down 
;he  decade's  most  riveting  drama  of 
1  finance  and  crime.  Mike  the  Mag- 
;ent  is  going  to  jail.  He  faces  up  to 
i^ears  for,  among  other  crimes,  con- 
ing with  his  Mephistophelian  confed- 
te,  ex-con  arbitrageur  Ivan  F. 
sky.  Milken's  illegal  aims  included 
lipulating  securities  markets,  evad- 

net  capital  rules,  and  cheating  the 
ernment  of  taxes.  While  his  lawyers 
e  he'll  wind  up  serving  only  a  small 
:tion  of  the  maximum  term.  Judge 
3d  warned  Milken  at  the  Apr.  24 
ring:  "No  one  today  can  predict  your 
tence,"  which  she  is  due  to  impose 
.  1. 

[ilken  must  also  fork  over  to  the  feds 
)  million  in  fines  and  penalties.  And 
nust  pay  an  additional  $400  million  to 
le  the  Securities  &  Exchange  Com- 
sion's  civil  suit,  which  alleged  insider 
ling,  stock  manipulation,  and  other 


securities  violations.  That  money  will  go 
to  victims  if  they  win  scores  of  pending 
suits.  One  more  thing:  Milken  is  forever 
barred  from  the  securities  industry. 

Milken  told  the  court:  "I  am  truly  sor- 
ry." Waiting  for  him  to  prove  that  are 
federal  prosecutors,  with  whom  he's 
now  obliged  to  cooperate.  Unlike 
Boesky,  who  negotiated  a  guilty  plea  by 
promising  to  name  names  and  open  his 
file  cabinets,  Milken  must  only  "fully 
and  truthfully"  answer  questions  put  to 
him  by  prosecutors  and  turn  over  docu- 
ments they  request.  In  return,  prosecu- 
tors abandoned  plans  to  bring  new 
charges  and  have  dropped  the  balance  of 
the  98  counts  he  was  charged  with  in 
March,  1989.  And  his  brother,  Lowell, 
who  was  also  charged,  goes  free. 

The  plea  bargain  seems  also  to  signal 
an  end  to  the  government's  high-profile 
offensive  on  Wall  Street  fraud.  As  it 
winds  down,  this  question  remains:  Did 
the  crimes  Milken  confessed  to,  taken 
against  the  broad  scope  of  the  govern- 
ment's initial  allegations,  justify  the 
war?  It's  an  open  issue,  but  even  many 
defense  lawyers  concede  that  Milken's 
plea  makes  the  feds  winners.  "It's  a 
good  plea  for  the  government,"  says 
white-collar-criminal  defense  lawyer 
Thomas  P.  Puccio.  "It's  hard  to  see  how 
it's  a  good  plea"  for  Milken.  Yet  not 
even  prosecutors  would  argue  they've 
succeeded  in  stamping  out  Street  crime. 


The  denouement  of 
this  drama  may  lead 
to  new  charges  in  the 
S&L  mess,  but  it  won't 
quell  debate  over  the 
decade  of  greed 


So  the  struggle,  albeit  with  much  less 
fanfare,  promises  to  go  on.  Milken's  fu- 
ture testimony  will  put  in  jeopardy  some 
of  his  ex-clients— especially  those  who 
aggressively  ran  several  thrifts  right 
into  receivership  (page  35).  As  Harvey  L. 
Pitt,  a  defense  lawyer  who  negotiated 
Boesky's  plea  bargain,  puts  it:  "There's 
a  lot  of  nervous  people  around." 

Milken  spent  most  of  the  last  decade 
as  a  different  kind  of  prisoner.  Chained 
to  his  famous  X-shaped  trading  desk  in 
Beverly  Hills,  he  built  a  huge  market  in 
bonds  of  companies  that  never  before 
enjoyed  access  to  the  credit  markets. 
Milken  also  bankrolled  corporate  raiders, 
turning  small-fry  such  as  Ronald  Perel- 
man  into  big  shots.  In  the  process,  he 
became  a  big  shot,  too. 

His  fortunes  began  unraveling  when 
an  anonymous  letter  from  Venezuela 
tipped  investigators  to  Dennis  B.  Levine. 
Soon,  in  June,  1986,  the  former  invest- 
ment banker  was  pleading  guilty  to  in- 
sider trading.  He  agreed  to  help  the  gov- 
ernment snag  other  Wall  Streeters.  And 
by  December,  1987,  prosecutors  had  won 
guilty  pleas  from  Boesky  and  Boyd  L. 
Jefferies,  head  of  the  influential  institu- 
tional brokerage  firm  Jefferies  &  Co. 
Boesky,  who  has  been  out  of  jail  since 
Apr.  4,  got  off  relatively  easy  because 
he  promised  to  put  in  prison  stripes  an 
even  bigger  crook:  Mike  Milken. 
INSTANT  BENEFACTOR.  As  government 
attorneys  bore  down  on  him,  Milken 
went  from  obscurity  to  the  forefront  of 
the  public's  consciousness  about  Wall 
Street.  Rudolph  W.  Giuliani,  the  political- 
ly ambitious  former  Manhattan  U.  S.  At- 
torney who  initially  charged  him,  trum- 
peted the  case  as  an  indictment  of  the 
bull  market's  wild  ways.  Milken  fired 
back  with  a  sawy  public  relations  cam- 
paign. Suddenly,  Milken  became  a  great 
philanthropist,  and  his  handlers  por- 
trayed him  as  a  victim  of  overzealous 
law  enforcers.  He  stressed  his  resolve  to 
fight  to  the  end. 

And  it  seemed  he  would.  Milken  main- 
tained his  innocence  even  after  some 
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heavy  blows.  First,  in  September,  1988, 
the  SEC  sued  Milken  and  his  firm,  Drexel 
Burnham  Lambert  Inc.  By  December, 
Drexel  had  settled  and  even  agreed  to 
turn  state's  evidence  against  the  man 
who  transformed  it  from  a  Wall  Street 
also-ran  to  the  industry's  most  profitable 
firm.  But  turning  its  back  on  Milken  did 
the  firm  no  good:  Today,  it's  liquidating. 

Then,  in  March,  1989,  Milken  was  in- 
dicted on  charges  of  racketeering,  insid- 
er trading,  and  fraud.  In  no  time,  the 
government  vowed  to  bring  a  second, 
more  sweeping,  indictment  against  him 
and  others  soon.  Over  and  over,  though, 
prosecutors  failed  to 


Boesky  had  destroyed  it.  The  "killer  doc- 
ument, a  smoking  gun,"  as  one  former 
prosecutor  on  the  case  put  it,  was  a 
scorecard  tallying  what  Drexel  owed 
Boesky  and  Boesky  owed  Drexel  in  the 
secret,  illegal  arrangement  by  which 
they  traded  securities.  In  his  lengthy 
confession  before  Judge  Wood,  Milken 
explained  that  while  his  relationship 
with  Boesky  "started  as  an  arm's  length 
and  correct  one,"  it  evolved  into  "recip- 
rocal accommodations,  some  of  which  vi- 
olated the  law." 


deliver  on 
that  threat.  Instead, 
a  seemingly  endless  waltz 
played  on  as  Milken's  legions  of  law- 
yers, led  by  Arthur  L.  Liman,  dealt  with 
prosecutors.  Even  before  a  grand  jury 
handed  up  its  indictment,  prosecutors  of- 
fered Milken  a  chance  to  avoid  a  crimi- 
nal trial  by  pleading  guilty  to  racketeer- 
ing and  another  felony  and  paying  a 
little  less  than  $1  billion.  Milken  said  no. 
PAPER  TRAIL.  At  that  point,  because  the 
government's  case  was  based  mostly  on 
Boesky's  charges,  Milken  seemed  to 
have  a  good  shot  at  winning.  But  before 
long,  Milken's  former  colleagues  and 
even  some  clients  started  falling  like 
dominoes,  trading  their  eyewitness  ac- 
counts for  immunity  from  prosecution. 
Within  a  year,  the  government  drew 
"circles  and  circles  around  Milken,"  ob- 
serves Columbia  University  securities 
and  criminal  law  professor  John  C.  Cof- 
fee, with  many  witnesses  who  "sat  at 
the  next  trading  desk." 

Better  yet,  prosecutors  got  lucky:  A 
key  document,  prepared  by  Boesky  ac- 
countant Setrag  Mooradian,  turned  up 
despite  the  defense  team's  belief  that 


THE  SMOKING  GUN: 
A  TALLY  OF  WHAT  DREXEL 
AND  BOESKY  OWED  EACH  OTHER 


It's  unknown  just  what  persuaded  Mil- 
ken to  give  up.  A  longtime  friend,  Rich- 
ard J.  Riordan,  says  that  Milken  made 
the  decision  "in  a  state  of  emotional  sta- 
bility." His  reasoning:  to  put  the  whole 
episode  behind  him  as  fast  as  possible, 
even  if  it  meant  jail. 

For  a  time,  government  infighting 
bogged  down  the  negotiations.  Milken's 
lawyers  apparently  had  been  talking  ex- 
clusively with  the  U.  S.  Attorney's  of- 
fice— to  the  consternation  of  newly  ap- 
pointed SEC  Chairman  Richard  C.  Breed- 
en.  Top  Milken  attorney  Liman,  a  former 
New  York  prosecutor,  is  said  by  a  law- 
yer close  to  the  case  to  have  favored  the 
Justice  Dept.  because  he  thought  he 
could  cut  a  better  deal.  Eventually,  the 
SEC  learned  of  the  talks  and,  says  an 
agency  insider,  "raised  holy  hell." 


Despite  the  plea,  Milken  and 
his  brother  are  still  wide  open 

to  civil  suits  by  investors 
or  even  government  agencies 


Breeden  wanted  to  ensure  there  a*] 
enough  in  the  SEC  kitty  for  wrongeciil 
vestors  and  that  Milken  wouldhel 
banned  from  Wall  Street,  governnjjit| 
sources  say.  Breeden  boasts  the  SEC^f 
"all  relief  sought."  He  called  the  pleJy 
milestone  in  the  longest  and  most  clilji 
cult  investigation  of  financial  fraud  jjrf 
manipulation  in  American  history."  )  i 
Milken's  admitted  crimes  mostly  p. 
cern  his  secret  accommodations 
Boesky.  But  two  counts  center  on  ill^ 
dealings  with  David  B.  Solor 
founder  of  Solomon  Asset 
agement  Inc.,  a  money-man^ 
ment  firm  and  Drexel  client, 
omon  helped  Milken  recoup 
paid  to  Solomon's  investrcpi 
fund  by  secretly  overcharpf' 
his  investing  clients.  In  retm' 
Milken  also  helped  Solorwi 
cheat  on  his  tax  bill. 

All  in  all,  the  six  counts  slw< 
how  Milken  bent  the  rule- 
his  pleasure  and  at  others 
pense,  perhaps  to  keep  flaum 
his  powerful  sway  over  the  i 
kets.   But   in   court,  Mil 
stressed  that  none  of  the 
counts  touch  the  high  groun. 
,  Milken's  kingdom,  the  jut. 
\    bond  market.  "High-yield  e' 
curities  are  not  terribly  un,ir 
or  a  crime,"  Coffee  notes.  "T;j 
are  going  to  continue  without  Milker" 
Assuming  he  lives  up  to  his  obl  a 
tions,  the  plea  will  shield  Milken  ami 
brother  from  further  prosecution, 
they  remain  wide  open  to  civil  suits 
investors  or  even  government  agein 
such  as  The  Resolution  Trust  Corp 
with  a  net  worth  estimated  at  $1." 
lion,  even  after  paying  his  fines 
whatever  civil  settlements  lie  ahead,  in 
ken  shouldn't  go  hungry. 

What  remains  to  be  seen  is  how  ar 
Milken  will  lead  investigators  as  th 
press  on  to  other  fronts  in  the  bale 
against  financial  fraud,  especially  o- 
ward  the  operators  of  failed  or  failig 
thrifts.  Milken's  agreement  obliges  Iffl 
to  answer  questions,  it's  true,  but  prcte- 
cutors  first  must  know  which  questiiis 
to  ask.  And  Milken  certainly  isn't  expell- 
ed to  volunteer  anything  to  the  lawy's 
who  now  have  defeated  him  after  1r- 
menting  him  for  years.  "It's  like  askig 
Nixon  to  testify  against  John  Dean,"  k- 
plains  Puccio,  the  defense  lawyer. 

For  those  who  had  hoped  to  see  li- 
ken on  trial,  his  plea  may  seem  ai- 
climactic.  But  as  the  junk-bond  king  ^ 
signs  himself  to  time  in  the  pokey,  s 
hard  to  see  how  prosecutors  can  catc  a 
bigger  fish. 

By  Michele  Galen  in  New  York,  u/t 
Dean  Foiist  in  Washington  and  E'c 
Schine  in  Los  Angeles 
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,  STREET 


IE  MILKEN  SCANDAL,  ACT  II: 
REXEL  AND  THE  S&U 


Milken  conspire  with  go-go  bankers  to  use  deposits  to  boost  the  junk-bond  market? 


Michael  R.  Milken's 
guilty  plea  may  leave 

(■^^  some  Wall  Street  op- 
r  J  erators  breathing  easi- 
HH  er,  since  the  threat- 
ened  expanded  indict- 
ment might  have 
;d  new  names.  Yet  for  one  band  of 
;  financiers,  it's  not  all  good  news, 
'ilken  cooperates  with  the  Justice 
.,  as  his  deal  requires,  he  could  open 
w  act  in  Amerca's  latest  financial 
lal — the  savings  and  loan  debacle, 
e  five-year  limit  on  bringing  crimi- 
ecurities  charges  could  put  any  mis- 
5  by  the  corporate  raiders  Milken 
ced  out  of  reach.  "Most  of  the  mis- 
iict  would  have  occurred  in  '86  and 
,  so  there  is  a  statute-of-limitations 
em,"  notes  former  Securities  &  Ex- 
ge  Commission 
rcement  chief 
Lynch.  But  the 
sed  junk-bond 
could  still  be  a 
ible  witness  for 
ecutions  stem- 
from  the  thrift 
itry  crash.  That's 
ase  several  of  the 
3st-flying  thrifts 
big  Milken  cus- 
rs,  who  snapped 
;he  Drexel-issued 
s  that  fueled  the 
i  takeover  boom, 
investigators  sift 
igh  the  rubble  of 
lo-go  thrifts,  they 
plenty  of  evidence 
iilken's  influence, 
only  did  he  and 
el  help  energize 
!  of  these  thrifts, 
Iso  relied  on  S&L 
5  to  buy  billions 
)llars  in  the  risky 
r  he  pushed, 
deral  investiga- 
are  focusing  on 
her  those  execu- 
>  were  merely 
sh — or  something 
worse.  And  offi- 
promise  to  follow 
en's  trail  wherev- 
;  leads.  "We  will 
inue    CO  chase 


these  people  to  the  end  of  the  earth," 
vows  Howard  Feinstein,  assistant  gener- 
al counsel  at  the  Federal  Deposit  Insur- 
ance Corp. 

LAUNDER  LIST?  Investigators  are  study- 
ing whether  Drexel  and  the  thrifts  con- 
spired to  use  federally  insured  deposits 
to  buoy  the  junk-bond  market.  The  gov- 
ernment is  looking  at  a  so-called  "daisy 
chain"  in  which  a  few  thrifts  traded 
Drexel-issued  securities  among  them- 
selves, often  posting  fat  profits  and 
yielding  lots  of  fees  for  Drexel.  Among 
the  S&Ls  under  scrutiny:  CenTrust  Sav- 
ings Bank  in  Miami;  Lincoln  Savings  & 
Loan  in  Irvine,  Calif.;  Columbia  Savings 
&  Loan  in  Beverly  Hills;  Imperial  Sav- 
ings &  Loan  in  San  Diego;  and  two 
Houston  thrifts,  San  Jacinto  Savings  & 
Loan  and  Gibraltar  Savings  Assn.  To- 


A  DAISY  CHAIN 
Of  JUNK? 

I  ncle  Sam  wants  to 
know  if  Drexel  clients 
conspired  to  support  the 
junk-bond  market — 
posting  fat  profits  for 
themselves  and  plenty  in 
fees  for  Drexel.  Targets  of 
the  probe:  CenTrust's  Paul, 
Spiegel  of  Columbia 
Savings,  and  First 
Executive's  Carr 


gether,  they  held  over  $6  billion  in  junk 
bonds  at  the  end  of  1989. 

A  task  force  of  state  and  federal  in- 
vestigators from  Justice,  the  Federal 
Bureau  of  Investigation,  the  SEC,  and 
the  FDic  is  probing  ties  between  Drexel 
and  former  CenTrust  Chairman  David  L. 
Paul.  The  Connecticut  developer  took 
control  of  a  failing  Miami  thrift  in  No- 
vember, 1983,  in  a  stock  swap,  vowing  to 
raise  more  capital.  Eighteen  months  lat- 
er, Drexel  underwrote  a  $30  million  of- 
fering. By  late  1985,  the  rechristened 
CenTrust"  had  bought  $700  million  of 
Drexel  bonds,  many  of  them  of  poor 
quality.  Before  regulators  seized  Cen- 
Trust in  February,  the  S&L  had  swal- 
lowed nearly  $1.5  billion  in  the  bonds. 

Now,  the  thrift's  demise  could  cost 
taxpayers  $2  billion,  and  regulators  are 
curious  whether  Paul 
bought  Drexel's  junk 
in  return  for  Milken's 
assistance.  If  so,  it 
would  not  be  the  only 
mutually  beneficial  re- 
lationship between  the 
two  men.  Thrift  regu- 
lators have  discovered 
that  in  1985,  when 
CenTrust  had  trouble 
floating  a  $150  million 
debt  offering  via 
Drexel,  CenTrust 
stored  part  of  the  is- 
sue with  Luxembourg- 
based  Bank  of  Credit 
&  Commerce  Interna- 
tional to  prop  up  the 
price — and  spare 
Drexel  a  loss.  Says 
Paul's  attorney,  Au- 
brey B.  Harwell  Jr.: 
"There  is  certainly 
nothing  that  is  illegal 
or  improper  with  the 
dealings  between  Cen- 
Trust and  Drexel." 

CenTrust  also  was 
part  of  a  network  that 
traded  Playtex  Inc. 
stock  in  1986  and  1987. 
Government  investiga- 
tors are  studying  a  se- 
ries of  trades  in  which 
1.5  million  Playtex 
shares  passed  from 
Lincoln  through  its 
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parent,  American  Continental  Corp.,  to 
CenTrust,  and  then  back  to  ACC.  Along 
the  way,  the  stock  rose  from  200  a  share 
to  more  than  $10.  The  deals  generated 
onetime  boosts  in  earnings  for  CenTrust 
and  Charles  H.  Keating  Jr.'s  Lincoln 
that  offset  operating  losses.  Investiga- 
tors question  the  trades'  legitimacy.  Lin- 
coln, now  the  target  of  a  federal  grand 


jury,  was  seized  in  1989,  and  regulators 
say  its  fall  will  cost  taxpayers  $2.5  bil- 
lion. Keating  declined  comment. 

Another  Milken  ally  was  Thomas  Spie- 
gel, former  chief  of  Columbia  Savings. 
Plummeting  prices  of  the  thrift's  junk- 
bond  portfolio,  now  worth  less  than  $3.2 
billion,  have  pushed  it  to  the  brink  of  a 
federal  takeover.  Last  year,  Columbia 


disclosed  it  was  cooperating  with  fi 
probes  of  Drexel.  Although  Col  tb 


3ia 


SEC 
pie- 
ond 


admits  it  is  the  subject  of  a  form; 
probe,  it  insists  that  neither  it  nor 
gel  will  face  criminal  charges.  B 
that,  they're  not  commenting. 

Milken's  mother  lode  of  inforr  tion 
could  pose  problems  for  some  iier 
Drexel  clients.  In  his  plea,  Milken  i  nit 


Commentary/by  Chris  Welles 


A  MISSED  CHANCE  TO  PUT  THE  '80s  ON  TRIAl 


The  government's 
four-year  war  on 
Wall  Street  corrup- 
tion seems  all  but 
over.  With  Michael 
R.  Milken's  guilty 
plea  capping  a 
string  of  earlier  convictions,  there's  no 
question  the  end  result  was  a  sweeping 
victory. 

Yet  the  denouement  seems  unsatis- 
fying. In  contrast  to  an  initial  98-count 
indictment  and  a  threatened  expanded 
superseding  indictment,  Milken  admit- 
ted committing  only  a  half-dozen  of  the 
least  serious  offenses.  Hardly  the  mak- 
ings of  what  former  U.  S.  Attorney  Ru- 
dolph W.  Giuliani  once  called  "the  ram- 
pant criminal  conduct  that  has 
permeated  the  securities  industry  in 
the  1980s." 

Plea  bargains  to  sharply  reduced 
charges  are,  of  course,  routine.  And  in 
any  deal,  the  motivations  of  the  deal- 


makers  are  obscured.  Yet  it's  fair  to 
say  that  Milken's  acceptance  of  a  jail 
term  and  $600  million  fine  seems  an 
implicit  acknowledgment  of  broader 
wrongdoing.  At  the  same  time,  the 
government's  willingness  to  strike  the 
deal  clearly  implies  doubts  about  its 
chances  of  selling  its  case  to  a  jury. 

Still,  the  public  interest  would  have 
been  better  served  if  the  Milken  case 
had  gone  to  trial.  "The  outcome  is 
wholly  unfortunate,"  says  Alan  R. 
Bromberg,  a  securities  law  expert  at 
Southern  Methodist  University.  "We're 
left  not  knowing  whether  all  these  al- 
leged things  really  happened,  and 
whether  they  were  so  bad  if  they  did." 
COMPLEX  FIGURE.  A  trial  would  have 
persuasively  tested  the  government's 
evidence  and  its  theory  of  endemic  cor- 
ruption. Had  that  contention  been 
borne  out,  it  might  have  spurred  regu- 
latory reforms.  So  far,  nearly  all  of  the 
government's  targets  have  copped 


pleas,  including  Dennis  B.  Levine, 
F.  Boesky,  Boyd  L.  Jefferies — anc 
course,  Drexel  Bumham  Lambert 
With  the  possible  exception  of  foijer 
Singer  Chairman  Paul  A.  Bilze 
who  was  convicted  of  nine  felonie; 
lated  to  takeover  bids,  the  few  c 
that  went  to  trial  have  shed  little  ' 
on  the  extent  of  corruption. 

A  trial  and  the  attendant  public 
bate  would  have  helped  us  com 
terms  with  one  of  the  most  problen 
decades  in  the  history  of  America 
nance.  And  it  would  have  given  i 
better  fix  on  Milken.  In  contras 
Boesky,  seemingly  a  straightfor\ 
criminal,  Milken  is  a  complicated 
ure:  part-hero,  part-villain,  epitomi 
both  the  good  and  evil  on  Wall  St 
during  the  '80s. 

Even  his  critics  would  concede 
ken's  brilliance — and  his  impact.  U 
junk  bonds,  he  helped  hundreds 
small  companies  raise  billions  of 
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EMBLEMS 
OF  THE  ERA 


MILKEN  HELPED  FINANCE  ICAHN'S  RAIDS 


BOESKY'S  TESTIMONY  AND  CONVICTION  SOWED  THE  SEEDS  OF  MILKEN'S  FALL 
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id  using  convicted  arbitrageur  Ivan  F. 
oesky,  whose  cooperation  led  to  Mil- 
an's fall,  as  a  secret  buyer  to  help  Mi- 
ni Beach  financier  Victor  Posner's 
ennsylvania  Engineering  Corp.  buy 
ischbach  Corp.  in  1984.  "I  don't  think 
r.  Posner  has  done  anything  wrong," 
lys  his  lawyer,  Robert  G.  Morvillo. 
Then  there's  Los  Angeles-based  insur- 
•  First  Executive  Corp.  and  its  chair- 
an  Fred  Carr.  The  company  racked  up 


at  least  $41  billion  in  trades  with  Drexel 
in  the  1980s.  Although  First  Executive 
cooperated  with  the  government's  case 
against  Drexel,  and  it  has  disclosed  that 
it's  the  target  of  an  SEC  probe.  First 
Executive  says  it  has  not  been  informed 
that  it's  a  target  of  any  criminal  probe. 
Carr  had  no  further  comment. 

But  the  most  valuable  testimony  is  ex- 
pected to  concern  the  thrifts'  collapse. 
"Milken,"  says  a  defense  lawyer  familiar 


with  the  investigation,  "could  become 
the  Boesky  of  the  S&Ls."  Milken  used 
junk  to  finance  takeovers  and  leveraged 
buyouts — with  some  federally  insured 
thrifts  supporting  it  all  by  investing  in 
the  bonds.  His  testimony  may  help  ex- 
plain to  the  U.  S.  taxpayers  why  they 
are  picking  up  the  thrift  industry's  tab. 

By  Tim  Smart  and  Catherine  Yang  in 
Washington,  with  Kathleen  Kerunn  in  Los 
Angeles  and  Gail  DeGeorge  in  Miami 


ars  and  bootstrapped  takeover  bids  by 
•aiders  that  energized  lackadaisical 
corporate  managers.  There  were 
nessy  dislocations  and  egregious  ex- 
;esses — especially  overleveraging — for 
vhich  Milken  must  share  some  of  the 
)lame.  But  the  net  effect  was  positive. 

The  government's  investigation, 
lowever,  has  raised  troubling  ques- 
ions  about  the  mechanism  by  which 
Vlilken  engineered  his  feats:  his  vast 
letwork  of  junk  issuers  and  buyers, 
rhe  initial  indictment  alleged  a  pattern 
)f  schemes  and  illicit  quid  pro  quos  by 
vhich  Milken  nourished  the  network, 
n  a  statement  to  the  court,  Milken 
idmitted  several  "accommodations"  to 
Boesky  and  other  clients,  including  as- 
sisting them  in  avoiding  disclosure 
aws,  evading  taxes,  and  unloading  a 
arge  block  of  stock  without  affecting 
narket  prices.  Arthur  L.  Liman,  Mil- 
cen's  attorney,  conceded  that  Milken 
lad  gone  "too  far  in  helping  clients." 

Though  neither  the  original  indict- 
nent  nor  the  offenses  to  which  Milken 
jleaded  guilty  involved  junk  transac- 
ions,  prosecutors  have  been  probing 

\'  whether  he  sold  un- 
popular  junk  by 
\_   bribing  investors 


with  secret  participations  in  Milken 
partnerships.  And  the  Feds  are  explor- 
ing whether  Milken  exacerbated  the 
savings  and  loan  debacle  by  helping 
thrifts  use  sham  transactions  to  boost 
profits  artificially. 

A  trial  could  have  resolved  how 
much  of  Milken's  power  derived  from 
genius  and  how  much  from  "deception, 
fraud,  and  deceit,"  as  Securities  &  Ex- 
change Commission  Chairman  Richard 
C.  Breeden  put  it.  Former  SEC  enforce- 
ment director  Gary  Lynch  contends 
that  Milken's  illegal  actions  gave 
Drexel  "an  enormous  competitive  ad- 
vantage over  other  firms."  A  former 
senior  officer  at  Drexel  counters  that 
"they  were  peripheral  to  his  success. 
The  tragedy  is  that  he  didn't  need  any 
edges."  Referring  to  the  offenses  to 
which  he  pleaded  guilty,  Milken  said: 
"Our  business  was  in  no  way  depen- 
dent on  these  practices."  The  reality  is 
probably  somewhere  in  between. 

A  trial  would  have  helped  us  under- 
stand why  Milken  crossed  the  line. 
Simple  greed  is  one  reason.  Though  he 
was  a  billionaire,  he  conducted  insider 
trading  schemes,  the  original  indict- 
ment alleged,  that  netted  him  as  little 
as  $1  million.  Alan  C.  Petersen,  who 


oversees  Cigna  Corp.'s  junk  portfolio 
and  dealt  with  Milken  for  more  than  a 
decade,  advances  a  more  compelling 
theory:  "It  had  to  do  with  his  obsession 
with  controlling  the  market  and  doing 
every  trade.  As  the  junk  market  grew 
and  he  faced  more  competition,  he 
sensed  he  was  losing  his  grip  on  the 
market.  That  may  have  driven  him  to 
do  things  that  got  him  into  this  mess." 
LEGAL  ATROCITIES.  For  all  its  useful- 
ness, a  Milken  trial  would  have  shed  no 
light  on  some  '80s  atrocities  that  are 
quite  legal:  for  instance,  CEOs  who 
worked  with  complaisant  directors  to 
rip  off  shareholders  by  taking  compa- 
nies private  for  less  than  their  true 
worth.  Or  investment  bankers  who  col- 
lected fat  fees  by  pushing  clients  into 
dangerous  deals.  Much  more  harm  was 
wrought  by  such  activities  than  most 
of  the  offenses  Milken  was  accused  of. 

In  1933,  a  two-year  congressional 
probe  of  Wall  Street  in  the  '20s 
spawned  a  revolution  in  securities  law 
and  the  creation  of  the  SEC.  Wall  Street 
is  a  lot  cleaner  now.  But  with  the  Mil- 
ken case  on  ice,  we  should  consider 
whether  we  need  another  way  to  as- 
sess the  '80s  and  figure  out  whether 
more  needs  to  be  done. 


Bviinftc'ri»_  ~~~~~~ — 


C|  Drexel,  Symbol  of  Wall  St.  Era, 

smantling;  Bankruptcy  Filed 


"Wle  many  or  .^t 

s.i>«     """sua  "' 

Whins  "  'ir,, 
«_T1,„  ,,,„j  ™  "0  gas  p„^. 


Drexel  Bumhim  Lambert  li 

(ueled  many  o(  ihe  biggesi  (orporaie 
takeovers  of  ihe  19M's,  began  selling 
off  Its  securities  yesterday,  and  us  par- 
ent company  filed  tor  bankruptcy  pro- 
tection. The  moves  marked  the  demise 
ot  a  firm  thai  seemed  lo  symboliie  the 
fasi-money  era  on  Wall  Street. 

Drexfl's  securities  business  effec- 
tively collapsed  yesterday  after  the 
parent  company  defaulted  on  SlOO  mil- 
lion In  loans  and  other  Wall  Street 
firms  sharply  curbed  iheir  dealings 
with  the  investmeni  house 

The  parent.  Drexel  Burnham  Li 
bert  Group  Inc  ,  filed  lor  proieci 
from  lis  creditors  under  Chapter  I 
the  Federal  Bankruptcy  Code  late 
night,  a  few  hours  after  the  rompat 
board  had  approved  the  filing 
SubsldltrtesNoi  Included 


BvKURT  EICHENWALD 


The  p 


ihng  d 


It  of  a 


Accordingly,  ' 
yesterday  start* 

of  closing  down  Eiecuiives  from  a 
number  of  Wall  Street  firms  visited 
Drexel.  examining  the  securities  hold- 
ings of  Drexel  tor  possible  purchases 
Caibenng  R^umfe 
Many  of  the  firm  s  S.OOO  employees 
t>egan  to  gel  their  resumes  together 
"Everytxxly's  looking  lo  go  out  of  this 


LINCOLN'S  CHARLES  KEATING  PROFITED  FROM  MILKEN'S  DEALMAKING— FOR  A  TIME 


Becaase  Drexel  employs  t! 
of  people  in  New  York,  the  news  of  the 
firm's  collapse  snrred  concern  among 
public  officials  in  the  region 
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AIRLINES  I 


FANCY  FLYING,  FRANK 
—BUT  NOT  FANCY  ENOUGH 


Out  of  Eastern's  pilot  seat,  he  may  be  in  for  fresh  trouble  at  Texas  Air 


In  the  end,  more  than  a  year  of  tortu- 
ous legal  bickering  came  down  to 
Frank  Lorenzo  sitting  squarely  on 
the  witness  stand,  enduring  the  glare 
from  a  packed  courtroom.  The  Eastern 
bankruptcy  had  reached  its  climax,  and 
the  Texas  Air  chairman  was  in  danger 
of  forfeiting  his  loss-ridden  subsid- 
iary to  a  court-appointed  trustee. 

So  Lorenzo  started  dealing.  Only 
three  days  earlier,  he  testified,  Tex- 
as Air  Corp.  had  broached  an  offer 
to  guarantee  payment  of  30',^  of  the 
nearly  $1  billion  in  unsecured  credi- 
tor claims.  Texas  Air  would  also 
kick  in  $40  million  toward  Eastern 
Air  Lines  Inc.'s  mounting  losses. 
What  Lorenzo  didn't  say — until 
questioned  by  the  creditors'  attor- 
ney and  Bankruptcy  Judge  Burton 
R.  Lifland — was  that  loopholes 
could  give  Texas  Air  a  way  out  of 
the  guarantee.  Moreover,  $14  mil- 
lion of  the  promised  $40  million  al- 
ready had  been  spent  to  meet  an 
Eastern  pension  obligation.  Now 
you  see  it,  now  you  don't. 
TATTERED  VEIL.  It  was  vintage 
Frank.  Sources  close  to  the  case  say 
the  performance  offered  a  remark- 
able look  at  Lorenzo's  talent  for  icy 
dealmaking.  He  ended  up  losing 
control  of  Eastern  when  the  sheer 
weight  of  its  $L2  billion  in  losses 
crushed  his  negotiating  position. 
But  for  now,  he  has  deftly  shielded 
Texas  Air  and  Eastern's  sibling. 
Continental  Airlines  Inc.,  from  dam- 
age. While  Eastern  has  burned  al- 
most $400  million  of  the  money  initially 
reserved  for  paying  creditors,  the  cash 
Texas  Air  has  chipped  in  is  limited  to  the 
$14  million  pension  payment. 

But  Lorenzo's  willingness  to  forgo 
Eastern  to  protect  Texas  Air  may  wind 
up  costing  him.  The  corporate  veil  that 
hides  Texas  Air  from  Eastern  was  ruf- 
fled, if  not  pierced,  when  Lifland  named 
longtime  airline  executive  Martin  R. 
Shugrue  as  Eastern's  trustee.  Shugrue, 
ousted  as  head  of  Continental  in  1989, 
has  already  pledged  to  pursue  settle- 
ment on  a  series  of  disputed  inter- 
company transfers  among  Eastern,  Tex- 
as Air,  and  Continental  valued  as  high 
as  $403  million.  The  transfers  include 
Eastern's  System  One  computer  reserva- 
tion system,  half  of  which  Texas  Air  has 


already  agreed  to  sell  to  Electronic  Data 
Systems  Corp.  for  $250  million. 

This  crippling  blow  to  Frank  Loren- 
zo's airline  empire — once  America's  larg- 
est— couldn't  be  foreseen  even  a  few 
months  ago.  Then,  it  looked  as  if  Lor- 
enzo and  his  creditors  had  a  deal 


wrapped  up.  But  Eastern's  losses,  which 
in  less  than  a  year  erased  Texas  Air's  $1 
billion  in  equity  in  the  unit,  overwhelmed 
all  the  parties.  By  February,  Lorenzo 
had  already  reneged  on  a  repeated  prom- 
ise to  pay  the  unsecured  creditors  100% 
of  their  claims,  offering  instead  just  50$ 
on  the  dollar.  By  March,  Eastern's  hem- 
orrhaging made  even  that  amount  im- 


Lx)renzo's  performance 

in  court  offered  a 
remarkable  look  at  his 
talent  for  icy  deaknaking 


possible.  On  Mar.  22,  Texas  Air  tokl^ 
creditors  that  Eastern's  projected  li 
in  1990  had  ballooned  from  $145  mi 
to  $330  million.  Says  creditor  attoie 
Joel  B.  Zweibel:  "That  was  a  a 
shock." 

At  a  Mar.  27  meeting.  Eastern 
cials  blamed  the  bleak  outlook  on  I- 
ern's  inability  to  lure  business  trav> 
while  the  carrier  remained  mirei 
Chapter  11.  The  creditors,  howe 
blamed  Lorenzo  and  Eastern  Chief 
utive  Philip  J.  Bakes.  When  Bakes 
sented  a  plan  that  would  pay  just 
per  dollar  owed,  the  creditors  reject^ 
out  of  hand.  In  a  heated  exchange,  t 
threatened  that  unless  Texas  Air  uii 
wrote  Eastern's  continued  lo- 
they  would  seek  a  liquidation 
one  creditor  put  it:  "We  told  K- 
ern  they  had  yanked  us  around  I 
enough." 

By  early  April,  a  motion  was  i 
to  appoint  a  trustee.  The  goal 
complete  the  sale  of  Eastern's  I. 
American  routes  to  American 
lines  Inc.  for  $349  million  and  ; 
sell  or  operate  the  rest.  While  o 
tors  had  lost  all  confidence  in  K 
ern's  management,   their  bi<.:; 
gripe  was  that  Lorenzo  refusei  t 
accept  responsibility  by  kickim 
Texas  Air  cash.  "Never  onci 
they  blame  themselves  for 
management,"    says  Mark 
Manski,  vice-president  of  en 
IBJ  Schroder  Bank  &  Trust 
"There  was  no  mea  culpa  her* 
LAST  GASP.  Texas  Air  wouldn't 
ment,  but  those  close  to  the  nei 
tions  figure  Lorenzo  was  si 
cutting  his  losses.  "It  may  not 
been  a  good  business  propositi' 
throw  good  money  after  bad,' 
one  participant.  When  the  he; 
on  whether  to  appoint  a  trusts 
gan  on  Friday,  Apr.  13,  Judg' 
land  opened  by  suggesting 
Texas  Air  consider  indemni; 
Eastern  against  further  losses.  Bt 
the  scenes,  court  examiner  David 
piro  urged  the  same.  But  while  T. 
Air  Vice-President  Robert  R.  Feru 
III  and  the  creditors  renewed  talks 
parent  company  continued  to  limit  t 
exposure. 

At  Texas  Air's  request,  an  E: 
Sunday  summit  was  arranged  as  ;i 
gasp  effort  to  settle.  In  most  pre- 
meetings,  Lorenzo  had  negotiated  , 
Houston  through  Ferguson.  But 
time  he  decided  to  attend  himself.  I 
at  the  midtown  offices  of  Zweibel's 
hattan  law  firm,  the  meeting  was  p' 
But  despite  the  sweaters  and  sj 
coats,  it  was  anything  but  casual. 

Creditors  say  Lorenzo  started  out  ' 
reiterating  Eastern's  court  defense: 
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38  were  due  to  widespread  public 
;ern  that  Eastern  was  about  to  liqui- 
— a  perception  that  would  only  be 
lerbated  by  appointing  a  trustee, 
^uson  then  outlined  a  convoluted, 
litional  plan  that  increased  the  value 
reditors  from  25$  to  27(t  on  the  dol- 
The  surprise  was  that  it  also  re- 
ed half  of  an  already  small  cash  por- 
with  Texas  Air  stock. 
16  creditors  couldn't  believe  it.  Hav- 
watched  the  value  of  their  claims 
I  75%  in  a  matter  of  months,  they 
ted  a  plan  they  could  understand, 
des,  if  Texas  Air  stock  were  to  be 
!d,  they  said,  it  should  be  as  a  sweet- 
,  not  a  substitute  for  cold  cash, 
(n  Manski,  one  of  the  creditors'  lead 
)tiators,  said  that  Texas  Air  should 
up  both  stock  and  cash,  Lorenzo's 
onse  was  simple:  "What?  Do  you 
t  to  have  your  cake  and  eat  it,  too?" 
RAGEOUS.'  That  Monday,  Texas  Air 
/  up  a  formal  offer.  While  the  value 
crept  up  to  30(t  on  the  dollar,  the 
still  confounded  the  creditors  with 
'ootnotes.  Ostensibly,  it  guaranteed 
claims  and  provided  that  Texas  Air 
id  chip  in  the  $40  million  to  fund 
js.  But  even  on  the  witness  stand, 
3nzo  acknowledged  the  escape 
ses.  In  response  to  one  question 
1  Zweibel  about  a  complicated  loop- 
,  Lorenzo  said:  "Texas  Air  stands 
s  prepared  to  discuss  if  there  are 
liems." 

y'  then,  however,  it  was  too  late.  Lif- 

had  lost  patience.  Some  participants 

the  losses  piling  on  top  of  losses 
atened  to  make  a  mockery  of  the 
:e's  early  edict  to  keep  Eastern  fly- 

"in  the  public  interest."  Lifland 
Id  not  comment  for  this  story.  But 
ughout  the  hearing,  he  was  quick  to 
)  on  Texas  Air's  lack  of  cash  sup- 
.  "It  was  pretty  clear  he  was  not 
pathetic,"  says  Texas  Air  attorney 
ert  J.  Sisk.  Examiner  Shapiro 
ned  the  whole  affair  was  an  indict- 
t  of  Lorenzo's  inability  to  stick  to  a 
.  "Mr.  Lorenzo  only  starts  negotiat- 
at  the  very  last  minute,"  said  Sha- 
.  "Once  he  makes  a  deal,  he  can't 
p  on  it ...  he  tries  to  renegotiate." 

calls  those  comments  "outrageous." 
utrageous  or  not,  Texas  Air  can  ill 
rd  the  court's  scorn.  As  Shugrue, 

at  Eastern's  controls,  goes  after 
is  Air  to  settle  up  on  asset-shuffling 
reen  Eastern  and  its  parent,  Zweibel 
nises  to  ask  Lifland  to  put  the  $250 
ion  from  the  EDS  deal  into  escrow. 

Lorenzo  still  has  Eastern's  nearly 
billion  pension  liability  to  worr>' 
Jt.  In  short,  while  Lorenzo  may  have 

some  time,  his  Eastern  headaches 
far  from  over. 

By  Michael  Oneal  in  New  York,  ivith 
'  DeGeorge  in  Miami  and  Seth  Payne 
Vashington 


RETAILING  I 


NEW  NAME,  NEW  WOES:  AMES'S  TAKEOVER  OF  ZATRE  TURNED  OUT  TO  BE  A  DISASTER 


'THEY  TOOK  THEIR  SHOT 

AT  BEING  A  GIANT'— AND  MISSED 


Ames  dreamed  of  being  another  K  mart.  Now,  it  may  file  for  Chapter  1 1 


Ei 


ighteen  months  ago,  Peter  B.  Mol- 
lis was  a  man  who  vowed  his  com- 
Ipany  wouldn't  make  the  same  mis- 
take twice.  In  1985,  Ames  Department 
Stores  Inc.  bought  G.  C.  Murphy  Co.,  a 
small  mid-Atlantic  chain  of  variety 
stores.  Only  after  the  deal  was  complet- 
ed did  Mollis  learn  that  Murphy  was  rid- 
dled with  accounting  and  inventory-con- 
trol problems. 

In  1988,  Mollis,  as  Ames's  president, 
studied  Zayre's  department  stores  to 
death  before  committing  to  buy  it.  Me 
shopped  at  its  stores,  scrutinized  its 
books — and  worked  on  his  24th  wedding 
anniversary'  to  master  the  deal's  details. 
DOWNSIZING.  All  that  effort  didn't  pay 
off:  Mollis'  dream  of  vaulting  into  com- 
petition with  K  mart  Corp.  and  Wal-Mart 
Stores  Inc.  has  crumbled.  Some  suppli- 
ers, such  as  Eveready  Battery-  Co.,  have 
gone  without  payment  for  months  and 
have  stopped  shipping  goods.  These  ven- 
dors vow  to  resume  only  if  the  chain 
files  for  Chapter  11  protection  that 
would  assure  them  of  payment.  They 
may  get  their  wish:  On  Apr.  24,  creditors 
learned  from  a  story  in  The  Hartford 
Courant  that  Ames  had  hired  noted 
bankruptcy  lawyer  Michael  L.  Cook  of 
Skadden,  Arps,  Slate,  Meagher  &  Flom 
to  represent  it. 

Officials  at  Ames  won't  comment,  but 
one  thing  is  already  painfully  clear:  With 
or  without  court  protection,  Ames  will 


become  a  vastly  smaller  company.  It 
may  have  to  shrivel  to  one-quarter  its 
current  size  to  survive,  says  an  invest- 
ment banker  who  has  worked  with  sev- 
eral highly  leveraged  retailers,  though 
not  Ames.  Says  Allan  Spielman,  senior 
vice-president  at  factor  Rosenthal  &  Ro- 
senthal in  New  York:  "They  took  their 
shot  at  being  a  giant"  and  missed. 

Despite  Mollis'  close  scrutiny,  Zayre 
was  trouble  from  the  start.  Ames  be- 
came the  nation's  fourth-largest  dis- 
count retailer,  with  693  stores,  after  its 
$800  million  acquisition  of  388  Zayre  out- 
lets. But  Ames  alienated  Zayre's  long- 
standing customers  by  eschewing  pro- 
motional sales.  And  Ames's  computer 
system  for  tracking  inventory  and  pay- 
ments to  vendors,  already  under  strain, 
couldn't  handle  the  additional  load.  The 
company  failed  to  integrate  its  distribu- 
tion network  and  lost  control  of  where 
merchandise  was  going,  says  one  credi- 
tor familiar  with  Ames's  operations. 

The  depth  of  Ames's  woes  became  ap- 
parent in  early  April  when  company  offi- 
cials predicted  a  $228  million  loss  on 
sales  of  $5.1  billion  for  the  year  ended 
Jan.  28.  A  year  earlier,  Ames  earned 
$47.2  million  on  revenues  of  $3.3  billion. 
Ames's  stock  has  sunk  from  a  high  of 
19%  last  August  to  just  over  1  now. 

Now,  Mollis  has  little  choice  but  to 
close  most  Ames  stores.  It's  probably 
the  only  way  to  raise  fresh  cash  to  ser- 
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vice  the  company's  s>t3o  nu^/'jn  in  debt 
and  secure  new  shipments  :o  suppliers, 
several  of  whom  say  they  can"t  even  get 
their  phone  calls  to  Ames  returned.  With 
Ames  in  Chapter  11.  vendors  are  as- 
sured a  priority-  claim  in  court.  But  they 
stdll  may  bear  a  grudge.  Says  one:  "I 
personally  have  felt  betrayed." 

Ames  will  be  downsizing  in  adverse 
conditions.  Other  retailers  are  alreadv 


trying  to  llog  disu-es.sed  inventory.  "We 
have  been  offered  more  merchandise 
than  we  can  possibly  buy,"  says  Kent 
Larsson.  a  \icepresident  at  liquidator 
Consolidated  Stores  Corp. 

Peter  Hollis"  long-standing  dream  was 
to  play  in  retailing's  big  leagues.  But 
now  it  appears  that  the  only  deals  he'll 
swing  will  make  his  company  smaller. 

By  Todd  Vogel  in  Xew  Haven 


CONSUMER  ELECTRONICS  I 


DIGITAL  AUDIO  TAPE 
IS  HITTING  SOUR  NOTES 


It  was  hailed  as  a  crucial  agreement 
that  could  usher  in  a  new  era  in  au- 
dio technology- — and  with  it,  heady 
nev\-  profits  for  the  consumer-electronics 
business.  Last  June.  Japan's  electronics 
giants  and  powerful  U.  S.  record  n'lakers 
met  in  Greece  to  cut  a  deal  :  d 
limit  consumei-s'  ability  to  cu;... 
audio  tapes.  In  e.xchange.  the  record 
companies  would  di-op  their  opposition  to 
the  new  technology.  D.at  recordei-s  and 
tapes,  which  make  copies  as  clear  as  the 
compact  disks  they  reproduce,  could  be 
in  stores  as  eai'ly  as  this  Christmas. 

But  the  agreement  is  crumbling  in 
Washington.  The  reason:  The  songwrit- 
ers whose  work  is  recorded  are  peeved 
that  the  record  and  electronics  compa- 
nies didn't  consider  their  interests.  The 
squabble  is  thwarting  critical  legislation 
designed  to  implement  the  D.A.T  accord. 

The  Senate  communications  s  ;bcom- 
mittee  has  scheduled  a  June  13  hearing 
on  a  measure  requiring  DAT  recorders  to 
contain  a  microprocessor  that  would  pre- 


Fearing  lost  royalties,  composers  are  stalling  the  machines'  U.S.  debut 


vent  consumers  from  making  digital 
copies  of  their  D.A.TS.  Consumers  would 
still  be  able  to  make  an  unlimited  num- 
ber of  copies  from.  CDs.  But  Senator 
Dennis  DeConcini  (D-Ariz.).  who  intro- 
duced the  legislation,  has  been  unable  to 
find  even  one  co-sponsor.  "It's  not  at  all 
certain  it  will  go  through,"  says  Gar>'  J. 
Shapii^o.  \ice-president  and  general  coun- 
sel of  the  Electronic  Industries  Assn. 
CLOSE  HARMONY.  Congressional  inaction 
could  dim  D.\T's  U.  S.  prospects  consider- 
ably. Japan's  Minisny  of  International 
Trade  &  Indusuy  has  yet  to  issue  stan- 
dards for  the  new  product,  which  uses  a 
computerized  series  of  digits  mher  than 
electronic  waves  to  replicate  sound.  D.^T 
makers  worrj"  that  their  old  gear  no 
longer  would  be  classified  as  D.\T  record- 
ers once  the  new  standards  are  in  place. 
And  the  old  machines  could  provoke 
copjTight-infringement  suits  from  the 
record  companies.  "No  Japanese  produc- 
er has  dared  put  a  product  on  the  [U.  S.] 
market,"  says  one  high-level  Japanese 
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executive.  ■■W::nou:  ?':i";c  ^^r:  :vo 
tion  in  Congress,  I  wouldn't  expec" 
to  change." 

Until  now.  the  music  industrj^'s  c\m>L 
of  opposition  to  D.\T  recordings  had  fl 
remarkably  harmonious.  The  Rec; 
Industn,"  Association  of  America, 
tried  for  years  to  keep  DAT  technq 
out  of  the  U.  S.,  fearing  the  effe 
home  taping  on  CD  sales.  The  RL\a 
tains  that  home  taping  already  cost 
industry"  at  least  S1.5  billion  a  y< 
lost  sales.  The  agreement  addresse 
record  companies'  concerns  by  reqi 
the  microchip,  which  would  effec 
prevent  large-scale  duplication. 

But  the  record  companies  forg 
songAsTiters.  Now.  a  coalition  th 
eludes  the  National  Music  Pubi 
Assn.  and  the  Songwriters  Guild  i^| 
bjing  against  the  DAT  bill.  The  coa 
argues  that  the  copy-blocking 
doesn't  go  far  enough  in  limiting 
_    In  addition,  they  beheve, 
rs  deserve  a  royalt}"  on 
blank  digital  audio  tape  sold.  'T:  - 
fair,  unethical,  and  immoral  to  k' 
legislation  go  through."  says  Son. 
ers  Guild  President  George  D.  Wc^ 

The  coalition  is  pushing  a  suri: 
on  all  blank  DATs  sold  in  the  U.  S.. 
like  one  imposed  by  several  Eu! 
countries,  with  proceeds  placed  in  ai 
alr\"  fund  for  song^vriters  and  perf| 
ers.  But  lawmakei-s  opposed  to  the 
argue  that  home  taping  is  a  red  her 
They  point  to  a  congressional  study 
shows  consumei-s  tend  to  tape  their ' 
albums,  not  boiTOwed  ones. 
WHO  WILL  BUY?  The  legislative  n 
could  doom  hopes  of  getting  DAT  r- 
ei-s  on  store  shelves  by  December 
even  if  the  new  machines  arrive  in 
stores  on  schedule,  whether  consuo 
will  snap  them  up  is  another  ques| 
With  sticker  prices  as  high  as 
DAT  recorder  sales  in  Japan  and 
have  been  lackluster.  U.  S.  mass 
ers  such  as  Radio  Shack  will  stay  a| 
from  the  new  machines  until  the 
drops.  "It  will  have  to  get  dowr^ 
S500."  says  Ed  Juge,  Tandy  Corp 
rector  of  market  planning. 

By  the  time  the  price  slides  tha: 
newer  technologies  may  overtake  u 
tape.  Several  companies  are  develoiM 
erasable  CDs,  and  Philips  is  workir, 
system  that  would  allow  standar 
settes  to  record  in  both  digital  ar.  : 
log  formats. 

For  now,  forces  in  the  music  indui« 
appear  to  have  beaten  back  the  th'? 
posed  to  them  by  DAT.  But  digital  " 
most  powerful  enemies  may  alreau.. 
sitting  in  electronics  labs  scatteK 
around  the  world. 

By  Mark  Leicyn  in  Washington.  lO 
Xeil  Gross  in  Tokyo  and  bureau  repor 
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STI6ATIONSI 


EAL  THOMPSON  HAS  A  BONE 
)  PICK  WITH  THE  COIONEL 


Kentucky  Fried  Chicken  pirate  the  inventor's  trade  secrets? 


Ieal  W.  Thompson  listened  with 
pride  and  anger  when  he  heard 
Kentucky  Fried  Chicken  Corp.'s 
!e,  "We  do  chicken  right."  The  Pitts- 
rh  inventor  believes  his  patented 
:ing  process  is  one  reason  KFC  could 
that.  But  Thompson  has  never  got- 
a  nickel  from  KFC  for  his  ideas, 
lompson  maintains  that  off  and  on 
20  years,  KFC  made  strong  overtures 
)uy  his  pressurized  frying  cooker, 
issing  debts  of  more  than  $4  million, 
mpson  on  his  own  continued  to  re- 
the  cooker  to  meet  KFC  specifica- 
3.  But  KFC  never  bit.  After  the  chain 
led  him  down  for  the  fourth  time  in 
y  1984,  Thompson,  67,  thinks  he 
ned  why.  He  persuaded  the  manager 
Pittsburgh  KFC  franchise  to  let  him 
the  kitchen.  "They  were  already  us- 
my  cooker  and  had  been  all  those 
•s,"  he  contends. 

ow,  Thompson  wants  KFC  to  do  right 
dm.  In  a  federal  civil  suit,  he  charges 
KFC  as  far  back  as  1967  pirated 
e  secrets.  The  suit,  filed  in  1985,  also 
?es  that  the  PepsiCo  Inc.  unit  re- 
id  to  buy  his  cooker  because  Thomp- 
is  black.  KFC  denies  the  charges  and 

1  it  will  prevail  when  the  case  goes  to 
later  this  year  in  U.  S.  District 

rt  in  Louisville. 

eyond  that,  KFC  is  not  commenting, 
court  filings  indicate  that  the  compa- 
s  likely  to  use  in  its  defense  a  1966 
irt  from  the  consulting  firm  Booz, 
n  &  Hamilton  Inc.  KFC  may  argue 
report  shows  Thompson's  ideas 
en't  new.  In  addition,  KFC  executives 
itain  in  depositions  that  the  company 
ded  not  to  buy  the  Thompson  cooker 
Luse  it  offers  no  economical  advan- 
;s.  Also,  they  deny  the  cooker  was 
led  down  for  racist  reasons. 
:ntion'S  mom.  A  loss  in  court  would 
lly  dent  PepsiCo  or  Louisville-based 
,  which  posted  1989  sales  of  $5.4  bil- 
Thompson  hasn't  specified  dam- 
i,  but  he  estimates  his  process  may 
vorth  $10  million  to  $20  million.  Yet 
:fc  is  found  to  have  discriminated 
inst  Thompson,  it  could  hurt  the 
n  among  blacks,  who  account  for 
at  a  fifth  of  KFC's  U.  S.  sales.  "Neal 
ot  looking  for  something  for  noth- 
asserts  Charles  E.  Carter,  asso- 

2  general  counsel  of  the  National  As- 
ation  for  the  Advancement  of 
)red  People  and  an  aide  to  Thompson 
tie  case,  "kfc  reneged  on  its  offer  to 


buy  a  cooker  that's  been  approved  and 
patented." 

From  a  mountain  of  depositions  un- 
folds a  tale  of  corporate  intrigue  and 
alleged  unethical  deception.  It's  also  a 
story  of  unusual  determination.  Thomp- 
son was  one  of  15  children  of  a  Ken- 
tucky sharecropper,  but  neither  early 
poverty  nor  a  piecemeal  education  could 
stifle  his  scientific  acumen.  Moreover,  by 
age  10,  Thompson  had  developed  an  ul- 
cer from  his  inability  to  digest  fats.  That 
affliction,  it  turned  out,  would  be  the 
mother  of  invention. 

KFC  became  his  laboratory.  In  the  ear- 
ly 1960s,  his  small  mechanical-con- 
tracting company  was  hired  by 

A  BETTER  WAY 
OF  COOKING 
CHICKEN? 

1 

i  chicken  cooks  here, 
;  exposed  to  varying 
levels  of  pressure 


cooking  process.  That,  Thompson  claims, 
saves  on  cooking  oil,  batter  to  coat  the 
chicken,  and  energy.  Testifies  Thomp- 
son's biggest  customer.  Marc  Newman, 
general  partner  of  Barry's  Chicken  and 
Seafood  of  Vestal,  N.  Y.:  "It's  the  best 
available  product  on  the  market.  We'd 
still  buy  the  cooker  if  it  cost  twice  as 
much." 

The  cooker  appeared  to  be  a  natural 
for  fast-growing  KFC.  Brown  thought  so, 
too.  In  August,  1967,  he  and  a  half-dozen 
KFC  executives  witnessed  a  demonstra- 
tion in  Pittsburgh.  Two  months  later,  a 
court  filing  shows  Brown  drafted  an  op- 
tion to  buy  the  process  for  up  to  $2 
million.  In  a  memo,  Arthur  F.  Pelster, 
then  KFC's  head  of  engineering,  recom- 
mended either  buying  the  process  or  giv- 
ing Thompson  specifications  to  build  it 
himself.  "The  company  may  have  been 
leaning  toward  buying  the  process,  for 
Pelster's  memo  speculated  that  Thomp- 
son alone  wasn't  "capable  of  completing 
the  project." 

The  deal  never  came  off.  One  pos- 
sible reason:  Thompson  claims  in 


Chicken  cooked  in 
the  Thompson  cooker 
needs  only  a  light 
flour  brecding-not 
milk  end  egg  batter- 
for  a  crispy  brown 
crust.  And  it  leaves 
less  fat  and  fewer 
calories 


After  cooking,  oil  is 
blasted  away  from 
the  chicken  with  a 
burst  of  steam  and 
drained  under 
pressure  here.  The 
chicken  itself  sits  in 
a  greaseless  wire 
basket 


the  late  "Colonel"  Harland  Sanders  to 
build  restaurants.  In  1963,  the  company 
also  built  a  competing  restaurant  for 
John  Y.  Brown  Jr.,  who  later  became  the 
governor  of  Kentucky.  When  Brown 
bought  KFC  from  Sanders  in  1964,  he  had 
KFC  hire  Thompson  to  service  kitchen 
equipment. 

By  the  time  Thompson  became  a  part- 
ner in  a  Pittsburgh  franchise  two  years 
later,  he  was  building  his  fryer.  In  1967, 
he  sold  his  franchise  stake  for  $75,000 
and  used  the  money  to  build  a  prototype: 
a  large,  unwieldy  machine  capable  of 
cooking  100-pound  batches  of  chicken. 

Since  then,  Thompson  has  steadily  re- 
fined his  idea.  Today's  Thompson  Pulse- 
Purge  Cooker  is  the  first  automatic  fry- 
er to  use  pulsating  pressure  to  speed  the 


his  suit  that  he  was  told  in  1968  by  a  KFC 
engineer  that  some  executives  didn't 
want  "a  nigger  upstaging  Colonel  Sand- 
ers." KFC  flatly  denies  that.  And  it's  also 
true  that  KFC's  review  of  Thompson's 
cooker  coincided  with  the  company's  ef- 
fort to  build  an  automatic  cooker. 
Thompson  maintains  KFC  continued  to 
evaluate  his  machine  until  1969,  when 
the  company  began  manufacturing  a 
pressure  cooker  of  its  own. 
RAVE  REVIEWS.  The  crux  of  Thompson's 
case  is  whether  KFC  illegally  incorporat- 
ed two  trade  secrets  from  Thompson's 
cooker:  the  use  of  pressure  in  the  pot  to 
force  oil  into  a  holding  chamber,  and  a 
final  burst  of  steam  that  blasts  grease 
off  the  chicken.  Although  the  patent 
wasn't  approved  until  1971,  documents 


BUSINESS  WEEK/MAY  7.  1990  41 


i 


show  that  KFC  got  Thompson's  permis- 
sion to  review  the  patent  application  in 
November,  1967.  In  several  depositions, 
KFC  engineers  claimed  that  Thompson's 
ideas  already  existed.  In  an  interview, 
Donald  D.  Modglin,  who  designed  the 
KFC  cooker,  recalls  that  if  "Thompson 
invented  the  process,  we  reinvented  it." 

Unfamiliar  with  details  of  KFC's  own 
cooker,  Thompson  kept  fiddling.  In  late 
1972,  he  again  showed  his  cooker  to  KFC. 
Extensive  tests  won  it  rave  reviews. 
Buckley  R.  Reed,  a  now-retired  engi- 
neer, concluded  in  a  November,  1973, 
memo  that  it  produced  "a  perfect  Ken- 
tucky Fried  Chicken."  But  KFC  still  de- 
clined to  buy  the  cooker — or  approve  it 
for  purchase  by  franchisees.  Unde- 
terred, Thompson  got  $1.4  million  in  gov- 
ernment loans  to  set  up  manufacturing. 

Then  in  1980,  Thompson  and  KFC  start- 


THOMPSON:  $4  MILLION  IN  DEBT  AND  STILL  WAITING  FOR  A  CHECK 


ed  talking  again.  At  first,  Thompson 
says  he  didn't  take  KFC  seriously.  But 
two  years  later,  KFC's  new  owner,  Heub- 
lein  Inc.,  agreed  under  pressure  from 
Jesse  Jackson's  Operation  PUSH  to  steer 
business  to  black  suppliers. 
HOOP  JUMPING.  In  October,  1982,  KFC 
company  executives  saw  a  demonstra- 
tion of  Thompson's  new,  10-  to  15-pound 
batch  cooker.  Jacob  J.  Ross,  who  was 
then  representing  Thompson,  maintains 
that  Edward  C.  Dudley,  KFC's  head  of 
procurement,  had  orally  assured  Thomp- 
son of  a  deal.  In  a  deposition,  Dudley 
denied  this.  But  Ross,  who  is  now  a  gen- 
eral counsel  for  Citibank  in  Phoenix, 
Ariz.,  insists  that  at  Dudley's  request  he 
prepared  a  proposal  for  Thompson  to 
sell  his  company  to  KFC  for  $5.2  million. 
Says  Ross:  "We  were  waiting  for  a 


check."   Mysteriously,  KFC  never  bid. 

What  happened  next  convinced 
Thompson  that  KFC  wasn't  playing 
straight.  Under  pressure  from  black 
groups,  KFC  signed  a  1983  joint-develop- 
ment agreement  with  Thompson  to  test 
the  process.  But  instead  of  testing 
Thompson's  own  cooker,  Thompson  says 
the  company  got  him  to  agree  to  rig  his 
process  on  another  cooker  already  ap- 
proved for  KFC  franchises.  To  earn  ap- 
proval, documents  show,  the  outfitted 
cooker  had  to  prepare  chicken  "at  pari- 
ty" with  KFC  quality  standards. 

The  Thompson  process  looked  like  a 
winner.  The  testing  manager,  Kevin 
Roth,  conceded  in  a  deposition  that  tech- 
nical tests  in  early  1984  showed  that  the 
Thompson-outfitted  machine  prepared 
chicken  one-quarter  faster,  required  half 
the  milk  and  eggs  for  breading,  used 
less  salt,  and  ap- 
peared to  yield  less 
greasy  chicken.  Yet, 
a  final  report  to 
management  by  G. 
V.  Rao,  KFC's  re- 
search director,  con- 
cluded that  Thomp- 
son's process  didn't 
measure  up.  And,  cu- 
riously, William  E. 
Keene,  project  coor- 
dinator, testified  that 
he  and  two  other 
KFC  executives  had 
begun  drafting  a  re- 
jection letter  by  mid- 
February,  1984.  That 
was  a  whole  month 
before  the  testing 
was  completed. 

Thompson  jumped 
through  hoops  for 
KFC  because,  he 
says,  "getting  ap- 
proved by  KFC  would 
have  given  me  credi- 
bility to  sell  to  anybody."  Other  food 
companies  have  taken  a  look,  but  big 
orders  never  followed.  Thompson  blames 
his  company's  lack  of  marketing  and  ser- 
vice staff  demanded  by  big  customers. 
Last  year,  he  sold  just  17  cookers,  and 
he  stays  in  business  by  consulting  and 
selling  other  cooking  items. 

Rather  than  giving  up,  Thompson  has 
pressed  on:  He  has  further  refined  his 
cooker  so  it  can  prepare  individual  serv- 
ings. And  he's  developing  a  small  cooker 
for  home  use.  With  his  creditors  held  at 
bay  until  the  case  is  decided,  Thompson 
would  likely  settle  for  enough  to  pay  his 
debts  and  give  his  business  a  proper 
launch,  maybe  spilling  a  little  cham- 
pagne. He  figures  that  after  more  than 
20  years,  he  has  earned  it. 

By  Michael  Schroeder  in  LouisciUe 


BIOTECHNOLOGY  I 


A  MAGIC  BULLET 
THAT  WORKS? 


Kidney  cancer  patients  may  b 
their  odds  with  a  new  method 


Kidney  cancer:  It's  a  six-nti 
death  sentence  for  most  patfiti 
That  could  change.  A  new  leal 
ment  that  can  be  performed  in  do- 
offices  ha:s  more  than  doubled  th 
expectancy  of  terminally  ill  kidney 
cer  patients,  a  new  study  shows. 

The  study,  published  in  the  Apr 
issue  of  the  British  medical  journal 
cet  by  researchers  from  Cellcor  T 
pies  Inc.,  a  small  Boston  company,  i 
first  controlled  long-term  study  shu 
that  "adoptive  immunotherapy,"  a 
nique  that  hyperstimulates  the  U. 
white  blood  cells  to  battle  cancer.c 
prolong  patients'  lives. 

The  two-year  study  involved  90  a 
with  metastatic  renal  cell  cancer,  a 
vanced  form  of  kidney  cancer,  ai 
U.  S.  hospitals.  On  average,  men  tri  i 
by  the  technique  lived  for  24  mo 
four  times  longer  than  normally  w,u. 
be  expected.  However,  women  sa\  r. 
benefit,  a  finding  that  researchers  (til 
not  explain.  |' 

The  Cellcor  researchers  rem're 
white  blood  cells  from  patients  in 
bathed  them  in  OKT-3,  a  monocinj 
antibody  that  stimulates  the  cells'  »r( 
duction  of  natural  cancer-killing  agifc 
The  enhanced  white  blood  cells  are  ae 
returned  to  the  patient  in  six  infusins 
WAIT  AND  SEE.  Scientists  who've  ee 
one  magic  bullet  after  another  turr^i: 
to  be  blanks  are  understandably  skpt 
cal  about  Cellcor's  findings.  In  1985,M: 
tional  Cancer  Institute  researcher  5t 
ven  A.  Rosenberg  made  headlines  wh 
similar  approach  using  the  gene-spee 
lymphokine  Interleukin-2,  made  byCt 
tus  Corp.  11-2  now  awaits  FDA  appiv; 
to  be  used  to  treat  otherwise  untreail 
kidney  cancer.  But  Rosenberg's 
proach  has  been  dogged  by  com 
that  it  is  toxic  and  hard  to  adminis  >. 

Cellcor's  method  does  raise  ques 
on  the  future  of  Cetus'  drug.  "Sii 
11-2  has  been  the  only  game  in 
for  renal  cell  carcinoma,  says  Shea. 
Lehman  Hutton  Inc.  biotechnology  n; 
lyst  Teena  L.  Lerner.  "That  could  c 
change."  If  further  study  bears  out  e 
cor's  findings,  the  tiny  startup  cj 
give  Cetus  a  run  for  its  money-. i 
renal  cancer  patients  reason  to  hopi 

By  Gary  McWilliams  in  Bostonin 
Joan  O'C.  Hamilton  in  San  Francisa 
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It's  a  marketing  jungle  out  there. 
But  AK^  MultiQuesf  Service  can  cut  you  a  new  path. 


YouVe  got  information,  or  a  service  that  you 
know  you  could  market  to  a  larger  audience.  You 
know  there  are  people  out  tliere  who  could  use 
it  but  you  just  don't  see  how  to  reach  them 
cost-effectively  It  can  feel  as  if  you  re  hacking  your 
way  tlirough  a  jungle.  But  did  you  know  tlieres  a 
totally  new  way  to  reach  more  customers?  It  s 
AT&T  MultiQuest  Service,  an  interactive  900 
service  tliat  lets  you  clear  a  path  straight  to 
customers. 

When  you  decide  to  expand  your  market 
using  AT&T  MultiQuest  Service,  you'll  be  offering 
value-added  information  over  the  phone.  With 
AT&T  MultiQuest  Service  you  can  cover  your 
costs  and  generate  new  revenue  by  offering  \'our 
customers  a  pay-as-you-go  option.  You  decide  tlie 


charge  for  your  information  and  AT&T  handles 
your  billing  and  collections. 

The  possibilities  using  AT&T  MultiQuest 
Semce  are  virtually  limitless.  Its  applications  are 
already  being  used  successfully  b\'  the  financial, 
computing,  medical  and  legal  industries. 

So  if  you're  looking  for  a  powerful  new 
way  to  bring  in  customers,  call  us  about  AT&T 
MultiQuest  Service.  We'll  help  you  turn  that  jungle 
path  you've  been  trying  to  cut  into  a  profitable, 
well-traveled,  two-way  street. 

AIM^  MultiQuest  Service. 
Another  AMT  advantage. 

For  more  informatio?i,  call  your  AT&T  Account 
Executive  or  1 800  243-0900. 


AT&T 

The  right  choice. 


EDITED  BY  HARRIS  COLLINGWOOD 


AN  AMERICAN 

FOR  NOMURA'S  BOARD 


►  A  few  years  ago,  Japan's 
Nomura  Securities  toyed  with 
the  idea  of  taking  over  Kidder 
Peabody.  Instead,  Nomura 
President  Yoshihisa  Tabuchi 
hired  Kidder's  former  presi- 
dent, Max  Chapman,  at  a  sala- 
ry rumored  to  be  more  than 
$1  million  a  year  with  a  man- 
date to  revive  the  giant  Japa- 
nese broker's  lackluster  U.  S. 
subsidiary.  Now,  Tabuchi  is 
giving  the  American  a  further 
boost.  In  June,  insiders  say. 
Chapman  will  be  elected  to 
Nomura's  board,  making  him 
the  first  non-Japanese  to  rise 
so  high  in  the  country's  secu- 
rities industry. 

Chapman  has  already  lured 
several  high-ranking  experts 
in  futures,  program  trading, 
and  private  placements  from 
Kidder  and  other  major  in- 
vestment banks.  But  after 
two  decades,  Nomura  has  yet 
to  break  into  Wall  Street's  big 
leagues. 


DARPA'S  CHIEF 
GETS  THE  AX 


►  Defying  the  free-market 
bent  of  the  Bush  Administra- 
tion, Craig  Fields  has  always 
advocated  federal  support  for 
commercial  technology.  But 
when  the  director  of  the  Pen- 
tagon's Defense  Advanced 
Research  Projects  Agency  in- 
vested $4  million  in  a  small 
company  named  Gazelle  in 
early  April,  he  went  too  far. 
On  Apr.  20,  Pentagon  brass 
bounced  Fields  to  a  far  less 
prominent  post.  Bush  advisers 
play  down  the  move's  policy 
implications,  but  many  U.  S. 
high-tech  companies  believe 
they've  lost  their  chief  Admin- 
istration advocate. 


THE  HUNTS'  BID  FOR  OIL 
BILLIONS  SLIPS  AWAY 


►  More  bad  news  for  the 
Hunt  brothers.  On  Apr.  23, 
Lamar,  Bunker,  and  Herbert 
Hunt  announced  that  their 


Placid  Oil  would  abandon  a 
$340  million  deep-water  oil- 
drilling  project  in  the  Gulf  of 
Mexico.  The  high-risk  effort 
used  an  experimental  floating 
rig  to  drill  to  unprecedented 
depths  in  search  of  a  70  mil- 
lion-barrel oil  deposit.  But 
production  problems  ham- 
pered the  project  and  ruined 
any  hope  of  tapping  the  huge 
reserve. 

With  the  bust,  the  Hunts 
have  lost  their  best  chance  to 
boost  their  fading  fortune. 
The  brothers  had  hoped  that 
the  field  would  replenish  the 
billions  of  dollars  they  lost  in 
the  1980s.  Now,  Placid  offi- 
cials say  the  company  will 
confine  itself  to  more  conser- 
vative oil  exploration. 


MILACRON'S  NEW  MAN 
AT  THE  TOP 


►  For  the  first  time,  century- 
old  machinery  maker  Cincin- 
nati Milacron  has  reached  out- 
side its  founding  family  for  a 
CEO.  The  choice  is  hardly  a 
rank  outsider,  though:  Presi- 
dent Daniel  Meyer,  a  21-year 
veteran  who  has  run  company 
operations  since  1987. 

The  53-year-old  Meyer,  an 
electrical  engineer  by  training 
who  served  a  decade  as  chief 
financial  officer  before  be- 
coming president,  replaces  re- 
tiring Chairman  James  Geier 
as  CEO  at  a  difficult  moment. 
Milacron  is  revamping  its 
marketing,  product  develop- 


HAVE  HOT  TUB,  WILL  TRAVEL 


When  you  think  of  leisure  pur- 
suits in  Michigan,  hot  tubs  don't 
automatically  spring  to  mind. 
Duck  hunting,  maybe.  Ice  fish- 
ing. An  afternoon  of  college 
football.  But  hot-tubbing  is  the 
preserve  of  the  chardonnay-and- 
Brie  set  in  California,  right? 

Dale  Norton-Schock  wants  to 
change  that  perception.  And  to 
do  so,  he'll  truck  a  hot  tub  right 
into  any  backyard  in  Michigan. 
He  says  he  has  already  logged  5,000  miles  in  the  state,  del 
ing  his  rent-a-tub  to  bachelor  parties,  weddings,  annivers;i 
and,  yes,  baptisms.  Actually,  the  trademarked  Traveling  Ti 
an  8-foot-by-25-foot  redwood-and-cedar  house  containing  a 
tub  (seats  8  to  10)  surrounded  by  benches  that  hold  10  ti^^ 
more  party  animals.  It  rolls  to  the  party  site  on  a  flatbed  tr  v 
but  unfortunately,  you  can't  really  travel  in  the  tub.  Not 
Schock  says  he  hasn't  quite  pefected  a  means  of  keeping  l 
water  from  sloshing  out  when  the  truck  rounds  a  corner. 


ment,  and  manufacturing. 
The  reorganization  has  had  its 
hiccups,  and  U.  S.  demand  for 
Milacron's  mainstay,  machine 
tools,  is  weakening. 


QUAKER  OATS  SAYS 
GOODBYE  TO  ITS  TOYS 


►  On  Apr.  24,  Quaker  Oats 
announced  plans  to  spin  off 
its  $845  million  Fisher-Price 
toy  business.  Quaker  share- 
holders 
shares 
bly  by  yearend. 

But  Quaker  can't  spin  off 
problems  with  its  core  North 
American  groceries  business. 


will  receive,  tax-free, 
in  Fisher-Price,  proba- 


lii 

EARTH  PAY 

Today 

2 

The  group's  operating  pi  ■ 
for  the  first  nine  montl:^ 
its  fiscal  year  rose  a  re.'^p 
able  13%,  to  $224.1  million  . 
$2.6  billion  in  sales.  But  n 
of  that  gain  came  fron 
first-quarter  drop  in  thf  > 
of  raw  materials  and  a 
back  in  marketing  exp  : 
tures.  And  the  compai 
steadiest  earners,  cereals  i 
Gatorade  sports  drink,  t;i 
increasing  competition. 


SAINT-GOBAIN 

TO  NORTON'S  RESCUE 


►  Norton  battled  a  tak' 
bid  from  London-based  l; . 
whipping  up  an  anti-Bnt  i 
furor  among  employees  ;  i 
legislators.  But  France, it 
turns  out,  is  acceptable:  i 
Apr.  25,  Norton  accepttMh 
$1.88  billion  cash  offer  frr 
Compagnie  de  Saint-Gobaii 
Saint-Gobain  is  paying  de' 
ly  for  the  low-tech  abrasi-j 
manufacturer — 22   times  ; 
pected  1990  earnings.  But  if 
French  building-supplies  (•( 
pany  wants  more  muscle 
the  U.  S.  And  Norton  g^s 
BTR  out  of  its  hair:  btr 
drew  its  nominees  for  Noi  t 
board  seats  it  was  expected 
win.  BTR's  $14  million  pr. 
on  its   1.7%   Norton  st;. : 
should  just  about  match  t- 
costs  of  its  frustrated  bid.  '< 
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CK  CHENEY:  THE  lONELINESS 
:  THE  LAST  COLD  WARRIOR 


> resident  Bush  has  signaled  a  fundamental  change  in 
U.  S.-Soviet  relations  by  giving  tacit  support  to  Mikhail 
Gorbachev  in  his  struggle  with  independence-minded 
mia.  But  across  the  Potomac,  the  Pentagon  just  isn't 
g  the  message.  And  the  military's  rigid  adherence  to 
far  thinking  will  trigger  a  defense-spending  battle  that 
dministration  is  likely  to  lose. 

re  is  broad  bipartisan  support  in  Congress  for  reducing 
spending  well  below  the  $303  billion  that 
has  requested.  The  fight,  however,  in- 
i  much  more  than  numbers.  Many  law- 
's are  disturbed  that  neither  the  brass  nor 
/ilians  at  the  Pentagon  have  come  up  with 
.tegic  plan  for  a  world  in  which  the  War- 
'act  is  a  barely  credible  threat.  "This  is  a 
jss-as-usual  defense  budget,"  says  Sena- 
larles  E.  Grassley  (R-Iowa). 
UNG  RANK.  Defense  Secretary  Richard  B. 
■y  is  still  fighting  for  a  spending  proposal 
;hows  outlays  rising  in  each  of  the  next 
'ears.  That  growth  wouldn't  cover  infla- 
md  Cheney  has  indicated  he's  willing  to 
•  dramatically  slow  some  major  weapons 
;ts,  especially  new  aircraft  and  ships. 
,  that  is  unlikely  to  appease  Senate  Armed 
:es  Chairman  Sam  Nunn  (D-Ga.),  a  long- 
Pentagon  supporter  who  has  broken  with 
!y  over  defense  strategy.  Nunn  is  offering  his  own 
le:  a  smaller,  more  mobile  military  whose  key  mission 
;he  defense  of  Europe.  Nunn  wants  "significantly  lower 
"  of  nuclear  arms,  more  reserves  and  fewer  active 
;,  and  improving  existing  weapons  whenever  possible, 
in  has  essentially  set  the  limit  on  how  much  Congress 
pend  on  defense.  For  fiscal  1991,  he  would  spend  nearly 
million,  barely  above  this  year's  figure  and  $6  billion  less 
Cheney's  proposal.  Through  1995,  the  Armed  Services 
nan  would  cut  planned  spending  by  $180  billion  to  $190 
I,  about  double  the  reductions  offered  by  Cheney. 


The  Pentagon  will  do  very  well  if  it  gets  as  much  money  as 
Nunn  proposes.  Leading  Democratic  liberals,  such  as  Senator 
Edward  M.  Kennedy  (D-Mass.),  want  to  put  tens  of  billions  a 
year  of  defense  money  into  a  "National  Needs  Trust  Fund"  to 
pay  for  expanded  social  programs. 

Cheney  will  be  able  to  beat  back  the  liberals'  most  extreme 
demands.  But  he  faces  a  more  serious  problem  with  Hill 
moderates  over  just  what  gets  cut.  House  Armed  Services 
Chairman  Les  Aspin  (D-Wis.)  wants  much  of 
the  initial  cuts  to  come  from  new  weapons  rath- 
er than  personnel,  spare  parts,  and  mainte- 
nance. But  weapons-builders  and  their  allies 
both  on  the  Hill  and  in  the  Pentagon  will  fight 
fiercely  to  preserve  megabuck  programs. 

Cheney's  most  potent  challenge  could  come 
from  within  the  Administration.  When  Hill 
leaders  finally  gather  with  Budget  Director 
Richard  G.  Darman  for  the  inevitable  budget 
negotiations,  defense  will  be  a  tempting  target 
for  all  players.  Darman  and  Hill  Republicans 
realize  that  fiscal  1991  defense  spending  will  be 
well  below  $300  billion.  Darman,  who  has  fre- 
quently criticized  Pentagon  waste  and  short- 
sightedness, is  unlikely  to  sacrifice  the  budget 
deal  to  protect  the  Defense  Secretary. 

Cheney,  who  feels  deeply  that  many  in  Wash- 
ington are  being  swept  away  by  euphoria  over 
the  superpower  thaw,  has  positioned  himself  as  the  last  cold 
warrior.  It's  a  dangerous  game. 

Some,  impressed  by  Cheney's  political  skills,  think  he'll 
avoid  disaster.  "Dick's  playing  it  to  the  brink,  but  I  don't  think 
he'll  go  over  the  edge,"  says  Representative  John  M.  Spratt  Jr. 
(D-S.  C),  a  moderate  Armed  Services  member.  But  if  Cheney 
pushes  too  hard,  he  risks  ending  up  like  his  predecessor, 
Caspar  W.  Weinberger.  He  stonewalled  budget  cuts  to  the 
bitter  end — and  wound  up  handing  much  of  the  control  over 
defense  policy  to  congressional  budget-cutters. 

By  Dave  Griffiths  and  Howard  Gleckman 


rAL  WRAPUPI 


IFTS 


le  possible  loss  of  two  key  aides 
;ould  further  hobble  House  Bank- 
Committee  probes  into  the  savings 
loan  scandal.  House  sources  say 
top  investigators,  Gary  Bowser 
Jim  Deveney,  may  move  to  the 
)lution  Trust  Corp.,  the  new  agen- 
harged  with  selling  off  the  assets 
nsolvent  thrifts.  The  two  sleuths 
much  of  the  spadework  for  the 
cing  panel's  probe  into  Lincoln  Sav- 
&  Loan  Assn.,  which  helped  trig- 
ethics  investigations  of  five  sena- 
.  The  departures  of  Bowser  and 
eney  would  impair  the  committee's 
ty  to  follow  one  new  line  of  inqui- 


ry: Both  men  were  interested  in  allega- 
tions that  the  Central  Intelligence 
Agency  used  S&Ls  to  launder  money 
destined  for  the  Nicaraguan  contras. 

CHUD  CMtl  

Although  legislation  increasing  fed- 
eral child-care  aid  to  low-income 
families  has  cleared  both  the  House 
and  Senate,  the  measure  is  still  a  long 
way  from  becoming  law.  Conservative 
Republicans  are  leaning  hard  on  Presi- 
dent Bush  to  veto  the  bill  unless  it 
includes  help  for  stay-at-home  mothers 
and  places  fewer  restrictions  on  aid  to 
religious  institutions.  Bush,  who  al- 
ready thinks  the  legislation  is  too  ex- 
pensive, may  grant  the  right  its  wish. 


THE  SENATE 


The  death  of  Senator  Spark  M.  Mat- 
sunaga  (D-Hawaii)  has  touched  off 
a  scramble  among  Senate  Democrats 
for  a  coveted  seat  on  the  Finance  Com- 
mittee. The  leading  candidate  is  Louisi- 
ana's John  B.  Breaux,  who  was  passed 
over  for  a  Finance  spot  in  1987.  Breaux 
would  be  a  reliable  vote  in  support  of 
Chairman  Lloyd  Bentsen  (D-Tex.)  on 
crucial  oil  and  gas  issues.  But  Breaux 
must  contend  with  both  Eastern  and 
Western  interests  lobbying  for  a  better 
regional  balance  on  the  panel.  Other 
candidates:  Richard  Bryan  (D-Nev.), 
Kent  Conrad  (D-N.  D.),  Bob  Graham 
(D-Fla.),  and  Wyche  Fowler  (D-Ga.). 
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Jamie  Conlon's  first  step 
proves  NEC's  laser  technology 
can  help  solve  infertility. 

Jamie  Elizabeth  Conlon  is  living  ^  ^  ^  -^^KBL  w 

proof  of  the  great  strides  medicine 
is  making  towards  reducing  America's 
rising  infertility  rate. 

Twelve  years  before  Jamie's  birth, 
Claire  Conlon  experienced  a  series  of 
medical  difficulties  that  convinced  her  she 
would  never  bear  children.  But  in  October 
of  1987  she  was  told  that  Contact  Laser  "surgery 
might  correct  her  problem.  Two  months  later 
she  was  pregnant. 

This  miracle  was  made  possible  through  the  help  of  an  NEC  laser  The 
laser's  superior  quality  and  high  precision  contributed  greatly  to  the  success  of 
Mrs.  Conlon's  surgery.  And  its  easy  adaptability  to  non-medical  applications 
has  made  it  the  most  widely-used  laser  on  the  market  today. 

NEC's  advanced  laser  technology  is  just  one  of  the  ways  we're  improving 
people's  lives.  You'll  find  the  quality  products  of  NEC  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country.  Helping 
people  at  every  step  along  the  way. 

For  more  information,  call  us  at  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 


Communications  •  Computers  •  Electron  Devices  •  Home  Electronics 
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irS  MAKING 

OUR  LIVES  MISERABLE' 


The  stronger  dollar  threatens  to  take  the  steam  out  of  a  drive  to  sell  U.S.  products  in  Japan 


Selling  cedar  houses  to  the  Jap- 
anese turned  into  a  growth 
business  for  distributors  Jack 
and  Walter  Spillum  last  year.  Some 
50  of  their  Lindal  Cedar  Homes, 
which  run  from  $100,000  to  $200,000 
and  more,  were  ordered  by  Japanese 
buyers,  a  TO'X  increase  from  1988.  In 
a  nation  of  costly  land  and  tight 
space,  the  sales  success  was  no  mean 
feat. 

But  now,  orders  have  slowed  with 
the  strengthening  dollar  up  33% 
since  1987.  For  the  Spillum  brothers  and 
other  American  e.x;porters,  the  steam 
suddenly  seems  to  be  going  out  of  a 
drive  to  sell  hundreds  of  price-sensitive 
U.  S.  products  to  the  Japanese.  "The 
weak  dollar  was  a  great  help,"  says  55- 
year-old  Jack  Spillum,  "but  at  current 
levels,  it's  making  our  lives  miserable." 

Last  year,  U.  S.  exports  to  Japan  hit 
$48  bilhon,  a  record  level.  Now,  as  dollar 
revaluation  strikes  order  books,  even  the 
big  exporters  such  as  Caterpillar,  Good- 


IMPORTED  CEDAR  HOMES:  SALES  HAVE  SLOWED 


year.  Black  &  Decker,  and  Wang  face 
slimmer  business  and  shrinking  profit 
margins.  The  exchange-rate  snapback 
could  dash  Washington's  hopes  of  im- 
proving its  trade  imbalance  with  Japan 
and  blindside  smaller  companies  trying 
to  break  into  the  market  for  the  first 
time.  Says  Teizo  Taya,  an  economist  for 
Daiwa  Institute  of  Research:  "The  U.  S. 
export  performance  is  still  heavily  de- 
pendent on  exchange  rates." 
Among  smaller  companies,  an  army  of 


auuj-parts  suppliers  is  now  Li-yin:t 
win  contracts  to  sell  shock  abs?h 
ers,  spark  plugs,  windshields,  andni 
croprocessors  to  Toyota,  Nissan,  n( 
Honda.  But  a  U.  S-made  spark  p 
for  example,  has  risen  about  3y 
cost  over  the  last  year,  and  tli> 
little  room  in  these  hotly  compel  i 
businesses  to  absorb  costs.  Pi  i, 
dustries  Inc.'s  supply  contract 
Honda  for  tempered  glass,  for  ^ 
pie,  turned  last  year  on  a  5%  m<ir 
Although  the  number  of  U.  S.  a 
parts  suppliers  selling  in  Japan  has  1 1 
than  doubled  since  1985,  to  about 
companies  today,  last  year's  saleso 
$681.6  million  are  tiny  compared  to  w^i 
Japanese  auto  suppliers  sold  in  thr  1 
STEAMROLLED.  Exports  of  Amen  J 
tires  were  one  strong  sector  until  recil 
ly.  They  reached  a  record  5.8  million  s 
year,  up  from  300,000  in  1985.  N.iw 
appears  that  momentum  is  slowing,  ii 
though  profits  remain  strong.  "To  h/i 
it  blow  up  now,  even  to  160  yen,  is  ex(S 
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"  says  Dean  Schlup,  president  of 
»on  Goodyear,  Goodyear's  wholly 
3d  Japanese  subsidiary,  which  post- 
jcord  profits  in  1988  of  $11.1  milHon. 
tllout  from  the  dollar's  recent  rise 

affects  makers  of  computers  and 
r  electronic  equipment.  If  the  dollar 

further,  companies  such  as  Hew- 
r'ackard,  Unisys,  and  Wang  will  be 
;d  to  cut  earnings  or  sacrifice  mar- 
share,  says  Timothy  Marrable,  an 
ronics  analyst  for  Kleinwort,  Ben- 
International.  Medtronic  Inc.,  a  Min- 
lolis-based  maker  of  pacemakers 

boasts  an  estimated  35%  market 
e  in  Japan,  is  attempting  to  hold 
:s  to  protect  its  Japanese  stake.  And 

Intel  Corp.,  whose  microprocessors 
;omfortably  ensconced  in  more  than 
of  Japanese  PCs,  says  a  surge  to  the 
'en  level  would  be  cause  for  alarm. 
D  PRICES.  When  the  yen  was  at  its 

of  120  in  January,  1988,  large  de- 
nent  stores  began  beefing  up  inven- 
!S  of  imported  fashions,  luxury 
s,  and  tobacco.  But  for  Barney's 

York,  the  expensive  New  York- 
d  clothier,  the  yen's  timing  couldn't 
'orse.  In  October,  the  company  will 
the  finishing  touches  on  a  10-story 
quarters  in  Tokyo.  Projected  yearly 
i  of  about  $32  million  will  make  it 
largest  apparel  importer  in  Japan, 
exchange  rates  could  add  20%  to 
1  prices.  Unlike  clothiers  in  the 
,  where  discounting  is  heavy,  Japa- 

stores  deal  mainly  with  fixed  prices 
are  preprinted  and  hard  to  change. 

a  serious  problem:  Our  budget  is 
I,  and  it's  too  late  to  change  our 
hasing  plans  overseas,"  says  To- 
d  Tashiro,  president  of  Barney's  Ja- 
3o.,  a  joint  venture  of  Barney's  New 
;  and  retail  giant  Isetan  Co. 
't  for  some  industries,  currency  ex- 
ge-rate  issues  don't  have  much  ef- 

Big  multinationals  producing  in  Ja- 
are  largely  insulated  from  currency 
ks.  Detroit's  auto  makers  have  been 
g  to  sell  to  Tokyo,  but  the  11,000 
;les  they  exported  last  year  are  too 
to  make  much  difference.  In  the 
■end  market,  sales  of  $43,000  Cadil- 

and  $45,000  Corvettes  could  be 
ed  as  well  in  preference  to  stylish 
:edes-Benzes,  BMWs,  and  Porsches, 
le  weaker  dollar  of  the  mid-1980s 
t  help  the  overall  trade  balance,  ei- 

While  U.  S.  exports  have  nearly 
lied  since  1985,  gains  were  mitigated 
;trong  exports  from  Japan,  which 
hit  a  record  high  of  $93.2  billion. 

the  weaker  yen  starts  to  squeeze 
?ins  too  much,  U.  S.  companies  may 
:  abandoning  Japan  while  others 
i  entering  the  market.  If  that  hap- 
,  any  trade  gains  Washington  thinks 
s  negotiated  will  be  wiped  out. 
Roger  Schreffler  in  Tokyo,  with  bu- 

reports 


IRANI 


WARMING  UP 

TO  THE  GREAT  SATAN 


For  Iran,  ending  the  hostage  crisis  is  key  to  economic  revival 


American  hostage  Robert  Polhill's 
walk  to  freedom  in  a  dusty  Bei- 
rut suburb  on  Apr.  22  could  lead 
to  the  end  of  more  than  a  decade  of 
tension  and  conflict  between  Iran  and 
the  U.  S.  Polhill's  release  was  engi- 
neered by  Iranian  President  Hashemi 
Rafsanjani,  who  took  office  last  summer 
after  the  death  of  Ayatollah  Ruhollah 
Khomeini.  Rafsanjani  knows  that  he 
cannot  fulfill  his  mandate  of  reviving  the 
war-ravaged  Iranian  economy  without 
Western  help.  He  also  needs  allies  to 
help  hammer  out  a  peace  settlement 
with  heavily  armed  Iraq. 

That's  why  he's  asking  the 
U.  S.  for  a  goodwill  gesture  in 
return.  While  the  Bush  Adminis- 
tration insists  it  will  not  deal 
with  kidnappers,  pressure  is 
building  to  help  get  the  seven 
remaining  American  hostages 
out.  Washington  could  respond 
by  releasing  some  of  the  estimat- 
ed $3.5  billion  to  $5  billion  in  Ira- 
nian funds  and  military  equip- 
ment frozen  since  1979.  It  could 
also  end  the  embargo  on  pur- 
chases of  Iranian  oil  by  U.  S. 
companies.  And  the  U.  S.  could 
even  try  twisting  Baghdad's  arm 
to  be  more  cooperative  in  upcom- 
ing U.  N. -sponsored  talks  to 
wrap  up  the  Persian  Gulf  war. 
BROKEN  TABOO.  There  are  al- 
ready many  signs  of  a  new  atti- 
tude in  Tehran.  In  March,  Raf- 
sanjani pushed  a  five-year,  pro- 
business  program  of  economic 
reconstruction  through  the  Maj- 
lis, Iran's  parliament.  The  plan 
would  allow  $27  billion  in  foreign 
financing  and  $120  billion  in 
hard-currency  spending.  Foreign 
borrowing  has  been  taboo  since 


missiles.  In  addition,  a  Middle  Eastern 
and  European  group,  including  Swiss- 
based  commodities  king  Marc  Rich, 
plans  to  invest  in  a  $1.4  billion  aluminum 
smelter.  For  oil  and  petrochemical  work, 
the  Iranians  are  courting  such  compa- 
nies as  France's  Elf-Aquitaine  and  Ita- 
ly's Snam,  as  well  as  BP  and  Shell.  GTM- 
Entreprose,  a  French  contractor,  is  close 
to  signing  a  $230  million  deal  to  rebuild 
the  Kharg  refinery. 

But  big  uncertainties,  including  ten- 
sions with  the  U.  S.  and  Iraq,  are  still 
crimping  Iran's  economic  plans.  "Private 


RAFSANJANI:  ASKING  THE  U.S.  TO  RETURN  THE  FAVOR 


the  overthrow  of  the  Shah  in  1979.  Irani- 
an officials  also  want  World  Bank  aid 
for  four  dams  worth  $3  billion.  While 
World  Bank  officials  have  visited  Iran 
twice  in  recent  months  to  collect  data,  no 
deals  will  be  cut  without  U.  S.  approval. 

Iran  is  attractive  to  both  Western 
banks  and  suppliers  because  it  has  only 
$2  billion  in  long-term  debt  and  will  earn 
a  hefty  $16  billion  from  oil  this  year.  The 
first  companies  to  move  back  into  the 
Iranian  market  include  Japan's  Chiyoda 
Corp.  and  Italy's  Snamprogetti,  which  in 
January  signed  a  $1.2  billion  contract  to 
build  a  big  refinery  out  of  reach  of  Iraqi 


businessmen  feel  it's  a  bit  too  early"  to 
invest  in  Iran,  says  Koji  Muto,  Middle 
East  director  of  the  Japan  External 
Trade  Organization.  While  West  Germa- 
ny, Iran's  leading  supplier,  recently  lib- 
eralized its  terms  for  lending  to  Iran,  it's 
limiting  each  loan  to  $30  million. 

Still,  there's  likely  to  be  a  flurry  of 
deals  with  European  and  Asian  compa- 
nies as  Rafsanjani  strives  to  jump-start 
the  stagnant  economy.  But  until  the 
American  hostages  are  released,  U.  S. 
companies  will  be  left  behind. 

By  John  Rossant  in  Rome  and  Stanley 
Reed  in  New  York,  ivith  bureau  reports 
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nternational  Outloo 


DOES  THE  NEW  EUROPE 
NEED  A  NEW  NATO? 


EDITED  BY  JOHN  PEARSON 


The  toppling  of  Communist  regimes  in  Eastern  Europe 
has  left  the  Warsaw  Pact  "militarily  dead,"  says  a  senior 
West  German  official,  while  its  economic  counterpart, 
Comecon,  is  moribund.  By  contrast,  the  West's  NATO  alliance  is 
intact  and  the  European  Community  is  thriving. 

That  disparity  between  President  Mikhail  Gorbachev's  weak 
bargaining  position  and  President  George  Bush's  strong  hand 
threatens  to  stall  negotiations  to  reshape  Europe's  military 
and  political  relations.  Talks  were  slated  to  start  in  late  April 
on  German  unification,  followed  by  the  May  30-June  3  summit 
between  Bush  and  Gorbachev  on  nuclear- 
arms  reductions  and  other  issues.  East- 
West  talks  in  Vienna  on  reducing  forces 
in  Europe  should  wind  up  next  fall.  After 
that,  33  European  states,  the  U.  S.,  and 
Canada  may  meet  to  discuss  military  se- 
curity and  other  issues  in  a  Conference  on 
Security  &  Cooperation  in  Europe,  a  suc- 
cessor to  the  1975  Helsinki  conference  on 
boundaries  and  human  rights. 
DUAL  ALLEGIANCE.  Gorbachev  is  balking, 
however,  at  letting  a  united  Germany  be- 
long only  to  NATO.  He  wants  it  to  belong 
to  both  NATO  and  the  Warsaw  Pact  for  up  to  seven  years,  until 
a  new  security  pact  for  all  of  Europe  can  be  devised. 

The  U.  S.  and  the  Germans  have  dismissed  that  scheme,  but 
Gorbachev  is  hinting  that  if  a  compromise  can't  be  reached,  he 
may  delay  talks  on  conventional-arms  cuts  and  back  away 
from  the  U.  S.-Soviet  agreement  to  reduce  troops  on  each  side 
in  Central  Europe  to  195,000.  Gorbachev  hopes  his  demands 
will  whip  up  anti-NATO  sentiment  among  the  Allies  and  become 
a  major  campaign  issue  in  West  German  national  elections  on 
Dec.  2.  West  Germany's  Social  Democratic  Party,  for  example, 
says  a  united  Germany  should  remain  in  NATO  only  if  German 
forces  and  foreign  troops  on  German  soil  are  deeply  slashed 
and  all  nuclear  arms  are  removed. 

Eventually,  proposals  to  strengthen  the  EC  politically  may 
also  lead  to  a  growing  role  for  it  in  Western  Europe's  defense. 


A  NATO  TANK  IN  WEST  GERMANY 


and  further  drawdowns  of  U.  S.  forces.  For  now,  one  basic 
change  in  NATO  is  likely  to  be  the  end  of  the  flexible  response 
doctrine,  which  called  for  keeping  a  mix  of  U.  S.  nuclear  weap- 
ons in  Europe  as  long  as  U.  S.  troops  are  there.  The  doctrine  is 
"dead  in  the  water,"  says  Dominique  David,  secretary-general 
of  the  Paris-based  Foundation  for  National  Defense  Studies. 
Washington  officials  privately  admit  that  German  opposition 
will  force  the  removal  of  tactical  nuclear  weapons,  the  only 
ones  the  U.  S.  still  has  in  Europe  since  President  Reagan 
agreed  with  Gorbachev  to  dismantle  medium-range  missiles. 

Germans  want  them  out  because  they 
would  be  fired  at  targets  in  East  Germa- 
ny. Once  they  are  gone,  the  U.  S.  will 
have  to  rely  on  weapons  launched  from 
ships  and  planes,  or  pull  its  troops  out. 
ARMS  MONITORS.  But  the  U.  S.  has  some 
cards  to  play,  too.  Together  with  allies,  it 
has  agreed  to  negotiations  that  could 
eventually  lower  the  number  of  U.  S.  and 
Soviet  soldiers  in  Central  Europe  to  about 
70,000  each.  The  U.  S.  has  also  tentatively 
agreed  to  take  part  in  the  Conference  on 
Security  &  Cooperation  in  Europe,  a  fo- 


rum of  Eastern  and  Western  nations.  The  meeting  will  discuss 
setting  up  permanent  European  groups  to  verify  compliance 
with  arms  accords  and  manage  security  crises. 

The  Americans  remain  deeply  skeptical  that  a  35-nation  or- 
ganization including  such  divergent  interests  can  function  ef- 
fectively, but  the  U.  S.  is  going  along  because  NATO  allies  want 
to  promote  such  a  grouping  to  bolster  European  stability. 
Before  broader  discussions  begin,  however,  the  U.  S.  wants  to 
conclude  an  agreement  to  reduce  conventional  forces,  requir- 
ing bigger  troop  cuts  by  the  Soviets  than  by  the  U.  S.  in 
Central  Europe.  The  give  and  take  by  both  sides  will  make  the 
reshaping  of  Europe  a  game  of  "diplomatic  chicken"  between 
the  U.  S.  and  Soviet  Union  for  months  to  come. 

By  John  Templeman  in  Bonn,  Jerry  Horner  in  Pans,  Jonathan 
Kapstein  in  Brussels,  and  Bill  Javetski  in  Washington 


GLOBAL  WRAPUP I 


GERMANY 


When  their  two  currencies  join  on 
July  2,  East  Germans  will  reap 
a  bonanza  estimated  to  cost  West  Ger- 
man taxpayers  $80  billion  or  more. 
Wages  and  pensions  in  East  Germany 
will  be  paid  in  Deutschemarks  worth 
U.  S.  60(t  each  instead  of  the  worthless 
Ostmarks.  Savings  of  up  to  4,000  Ost- 
marks  will  be  converted  at  parity,  and 
any  balance  at  2  to  1. 

West  German  Chancellor  Helmut 
Kohl  cut  through  a  fierce  debate  to 
force  his  coalition  to  approve  the  gen- 
erous parity.  By  doing  so,  he  redeems 
an  impulsive  political  pledge  he  made 
while  campaigning  for  candidates  in 


East  Germany's  Mar.  18  elections.  The 
result,  pessimists  say,  will  be  higher 
inflation  and  interest  rates  in  all  of 
Germany,  together  with  soaring  unem- 
ployment and  corporate  bankruptcies 
in  East  Germany.  These  consequences 
will  be  hot  issues  in  West  Germany's 
Dec.  2  Bundestag  election.  But  for 
now,  Kohl's  popularity  is  high,  and 
polls  show  him  as  the  likely  victor. 

INDONESIA  

After  a  bitter  22-year  break.  Presi- 
dent Suharto  hopes  to  renew  ties 
with  China  this  year.  The  thaw  signals 
Suharto's  ambition  to  become  the  re- 
gional go-between  in  the  tense  relation- 
ships among  China,  Vietnam,  Thailand, 


Cambodia,  and  the  Soviet  Union.  In 
1967,  Suharto  broke  with  Beijing  after 
it  backed  an  attempted  military  coup  in 
Indonesia.  Now,  a  warmup  with  Jakar- 
ta looks  enticing  to  China's  leaders, 
who  are  worried  about  Eastern  Eu- 
rope's upheavals.  Hong  Kong's  rising 
hostility,  Taiwan's  capitalist  success, 
Mongolia's  turn  toward  democracy, 
and  unrest  in  Xinjiang  province. 

Indonesian  Foreign  Minister  Ali  Ala- 
tas  plans  to  sign  trade  protocols  during 
a  visit  to  Beijing  in  late  April  or  May. 
The  move  caps  a  revival  of  two-way 
trade  that  is  expected  to  total  $800  mil- 
lion in  1990,  topped  only  by  Singapore 
among  China's  Southeast  Asian  trade 
partners.  Political  talks  will  follow. 
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AUTOS  I 


WILL  JAPAN  DO  TO  EUROPE 
WHAT  IT  DID  TO  DETROIT? 


As  trade  barriers  ease,  it  could  win  25%  of  the  European  auto  market  in  the  next  10  years 


As  the  global  auto  industry  cruises 
into  the  1990s,  that  vroom  you 
hear  is  Japan.  Its  carmakers 
have  proved  they've  got  what  it  takes 
to  dominate  markets  around  the  world. 
In  a  business  that  remains  a  touchstone 
for  trade,  technology,  employment,  and 
general  economic  well-being,  Japan  is 
already  the  catalyst  for  change — and 
a  force  to  be  reckoned  with  on  every 

_  continent  but 

Antarctica. 


happen  to  you,"  warns  President  Robert 
C.  Stempel  of  General  Motors  Corp., 
whose  record  European  profits  in  the 
past  three  years  masked  a  sorry  perfor- 
mance at  home. 

The  lesson  has  been  a  harsh  one. 
American  executives  used  to  complain 
that  Japan  was  beating  them  on  the 
strength  of  cheap  labor,  but  its  labor 
costs  are  now  equal  to  Detroit's.  In- 
stead, the  Japanese  edge  has  shown  up 
in  sophisticated  manufacturing  and  on- 
board technology.  Japan  has  made  great 
strides  in  styling,  a  former  weak  spot, 
replacing  boxy  lineups  with  sleek,  ex- 
citing models. 


Japan's  auto  makers  now  claim  about 
30%  of  the  world  market  of  46  million 
vehicles,  compared  with  for  De- 
troit's Big  Three,  and  they  are  poised  to 
make  even  further  gains  (Scoreboard, 
page  54).  In  the  U.  S.,  they  have  won 
26%  of  the  passenger-car  market  and  ap- 
pear to  be  within  easy  reach  of  30%^' 
when  their  American  plants  hit  full 
stride.  Mazda  Motor  Corp.'s  Miata  MX-5 
is  the  most  popular  sports  car  in  Ameri- 
can showrooms  this  year.  And  in  Asia, 
where  car  sales  are  growing  fastest,  Ja- 
pan has  left  American  and  European 
auto  makers  in  the  dust  (page  54). 

But  Western  Europe  is  the  front  line 
of  the  global  car  wars,  and  it  may  be  the 
bloodiest  battle  yet.  Europe  racked  up 
passenger-car  sales  of  13.4  million  last 
year,  compared  with  9.9  million  in  the 
slack  U.  S.  market.  Mindful  of  the  U.  S. 
example,  Europe's  domestic  producers 
are  preparing  to  put  up  a  fight.  "Look  at 
the  lesson  of  history  and  see  what  can 


And  sheer  capital  clout  is  one  of  its 
strongest  cards.  Overall,  the  Japanese 
auto  industry,  including  suppliers,  has 
spent  more  than  $25  billion  over  the  past 
three  years. 

That's  bad  news  both  for  America's 
Big  Three  carmakers  and  for  the  U.  S. 
trade  deficit.  Already,  automotive  trade 
accounts  for  about  40%  of  the  total  mer- 
chandise trade  deficit.  Of  that,  about 
half  is  with  Japan.  Even  if  transplant 
production  displaces  some  imports,  a 
richer  mix  of  upscale  models  and  in- 
creased capital  goods  and  parts  imported 
to  feed  the  transplants  will  probably 
push  America's  automotive  trade  deficit 
with  Japan  from  $27.3  billion  in  1988  to 
$47.2  billion  in  1993,  says  a  University  of 
Michigan  study. 

Of  the  American  Big  Three,  Ford  Mo- 
tor Co.  and  GM  stand  the  best  chance  of 
going  head-to-head  globally  against  the 
Japanese  across  a  full  product  line.  Ford 
has  a  string  of  styling  successes,  and  it 


has  learned  much  from  Mazda,  its  2 
owned  affiliate.  Now,  Ford  needs  to  s 
up  its  new-car  introductions  to  s 
abreast  of  the  Japanese,  who  offer 
styled  models  every  four  years 
meanwhile,  is  relying  on  its  new  Sat 
cars  to  woo  back  young  buyers,  thoi 
the  courtship  may  take  a  while.  1 
Chrysler  Corp.,  which  lacks  a  solid  in 
national  presence,  will  continue  to 
pend  on  its  domestic  niche  in  miniv 
and  Jeeps — one  of  the  last  Ameri 
bastions. 

Some  think  the  drubbing  they  toot 
the  U.  S.  will  help  the  Big  Three  in  . 
rope.  Says  Ford  of  Europe  Inc.  Ch| 
man  L.  Lindsey  Halstead:  "We're 
well  positioned  as  anybody,  and  we  hi 
a  better  appreciation  and  understand 
of  what  Japan  can  do." 

But  the  competition  will  be  just 
formidable  abroad.  Flush  with  their  s 
cess  in  the  U.  S.,  the  Japanese  want] 
repeat  it  across  the  Atlantic.  As  tn 
barriers  gradually  ease,  they  could  gi 
some  25%  of  the  European  market  in 
next  decade,  up  from  11%  now.  Niss 
Toyota,  and  Honda  have  annoum 
spending  plans  of  $2.6  billion  over  i 
next  five  years  just  for  new  plants 
Britain.  To  sell  all  those  cars,  they  < 
following  the  design  and  production  f 
mulas  that  seduced  American  drivers 
effectively. 

GRACE  PERIOD.  The  big  players  in  t 
European  market  aren't  about  to  let 
Japanese  catch  them  napping.  Europ' 
recent  flurry  of  acquisitions  and  a 
ances — Ford  and  Jaguar,  General  IV 
tors  and  Saab,  Volvo  and  Renault 
designed  in  large  part  to  pare  costs  a 
broaden  product  offerings  to  beat  ba 
the  threat  from  Japan.  Carmakers  a 
also  hoping  that  a  liberalized  Easte 
Europe  will  provide  lucrative  new  sal 
And  governments  are  not  likely  to 
passive  by.  As  the  European  Communi 
prepares  for  1992,  closed-door  negoti 
tions  have  intensified  over  what  to 
about  Japanese  autos.  Italy  and  Frano 
whose  carmakers  remain  heavily  depe 
dent  on  their  home  markets,  are  not  i 
clined  to  throw  open  the  gates.  Tl 
probable  solution:  a  grace  period  durii 
which  Japanese  imports  will  be  limit 
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;ome  percentage  of  the  total  Europe- 
market. 

he  stakes  are  high  for  Europe's  Big 
Volkswagen,  Fiat,  Peugeot,  Re- 
It,  and  the  European  subsidiaries  of 
and  Ford.  Says  GM  Europe  President 
lert  J.  Eaton:  "I  don't  expect  all  six 
ime  producers  to  survive."  Even  if 
^  do,  several  will  probably  have  to 
nk.  Despite  its  link  with  Volvo,  gov- 
nent-owned  Renault  is  generally  con- 
ired  a  likely  candidate  for  further 
amlining.  And  Britain  has  almost  no 
lejstically  controlled  car  industry  left, 
he  Japanese  are  clearly  trying  to  rep- 
te  their  U.  S.  strategy:  moving  their 
ge  upward  with  big-ticket  luxury  and 
rts  cars  imported  from  Japan,  while 
ig  their  European  plants  to  churn  out 
;s-market  models.  Even  their  fac- 
es in  Europe  are  geared  to  shift  rap- 
to  midpriced  family  cars.  Nissan 
IS  later  this  year  to  scrap  its  dull, 
/entional  Bluebird  model,  made  in 
ain,  for  a  smoother  line  of  cars  tar- 
id  against  Ford  Sierras,  GM  Cava- 
;,  and  even  BMWs. 

riNG  THE  ROADS.  Expensive  imports, 
h  as  Toyota's  Cressida,  Nissan's 
cinaa,  and  Mazda's  RX-7,  are  already 
iving  up  in  greater  numbers  on  Eu- 
i's  roads.  They  are  pitched  against 
likes  of  Ford's  Granada,  GM's  Garl- 
and Peugeot's  605.  More  are  on  the 
'  this  year,  including  Honda's  Accord 
;on  and  the  Toyota  Lexus.  Then 
•e's  the  superhot  Mazda  MX-5,  whose 
)s  "retro"  look  is  being  proclaimed 
Dillboards  going  up  all  over  London, 
se  models  are  priced  for  profits,  not 
market  share.  The  Lexus,  costing 
000,  for  example,  is  priced  against 
midrange  BMW  5  series'  in  the  U.  S. 
will  go  against  the  top-of-the-line  7 
es  in  Europe,  selling  for  $50,000  and 
What's  more,  Japan  is  making  stan- 
i  what  other  producers  offer  as  cost- 
iptions. 

he  most  obvious  strategy  for  domes- 
producers  has  been  to  team  up.  The 
onale  behind  the  Ford-Jaguar,  GM- 
b,  and  Renault-Volvo  links  was  to  tie 


lELLI'S  FIAT  DEPENDS  OVERWHELMINGLY 
SALES  AT  HOME  TO  SURVIVE 


mass-market  producers  to  those  with 
more  expensive  models.  "We  stand  for 
bread-and-butter  cars,"  says  Ford  of  Eu- 
rope's top  strategist,  Bruce  Blythe. 
"With  that  history,  we  couldn't  be  credi- 
ble developing  a  new  image  on  our 
own."  Meanwhile,  the  specialists  gain  a 
bigger  sales  network  and  the  vital  fund- 
ing for  new-model  development. 

Few  believe  that  the  industry's  re- 
alignment is  over.  Management  shake- 
ups,  such  as  the  one  announced 


The  future  shape  of  Europe's  trade 
rules  will  determine  just  how  much  busi- 
ness the  new  ventures  will  do.  Despite 
their  goal  of  a  single  free  market,  politi- 
cians could  wind  up  protecting  carmak- 
ers. No  one  underestimates  their  eco- 
nomic importance:  The  auto  interests  of 


by  Ford  at  Jaguar  on  Mar.  27,  are  likely 
in  some  of  the  other  new  linkups.  Anoth- 
er stage  will  be  projects  between  Euro- 
pean competitors  in  product  niches  too 
expensive  to  explore  alone,  such  as  a 
possible  vw-Ford  multipurpose  vehicle. 
Deals  with  the  Japanese  also  can't  be 
ruled  out.  A  Ford-Mazda  project  is  now 
being  studied. 

Whipping  the  new  ventures  into  shape 
is  only  the  beginning  of  what  the  Euro- 
peans have  ahead  of  them.  Volkswagen 
will  launch  a  $1.2  billion-a-year  cost-cut- 
ting drive  and  invest  $2.9  billion  in  new 
capacity  in  Zwickau,  East  Germany.  It 
also  plans  additional  European  invest- 
ments of  $17.6  billion  over  five  years. 
Ford  is  planning  on  a  $10  billion  invest- 
ment program  for  the  first  half  of  the 
decade,  double  the  rate  of  the  previous 
five  years.  It  will  overhaul  its  entire 
product  line  and  develop  new  transmis- 
sions and  engines.  If  the  Eastern  Euro- 
pean market  takes  off,  spending  could 
double  again  by  2000.  All  told,  says 
Ford's  of  Europe's  Halstead,  the  indus- 
try is  talking  about  numbers  "previously 
encountered  only  in  defense  budgets." 
HOW  FREE,  EC?  Some  are  dreaming  of 
Eastern  Europe  as  a  low-cost  base  for 
component  and  car  assembly  and  a 
booming  new  market  in  its  own  right. 
Ford  estimates  that  by  2008,  a  combined 
Europe  will  represent  a  market  of  24 
million  cars  a  year  vs.  13  million  in  the 
U.  S.  While  labor  costs  in  East  Germany 
will  soon  match  those  in  the  West,  joint 
ventures  already  are  being  born  in  Po- 
land, Hungary,  Czechoslovakia,  and  the 
Soviet  Union. 


Fiat's  Giovanni  Agnelli  control  8%  to 
10%  of  Italy's  GNP.  "It's  impossible  for 
the  government  to  allow  an  industry 
such  as  autos  to  break  down — for  social, 
economic,  and  tax-revenue  reasons," 
says  BMW  Chief  Executive  Eberhard  von 
Kuenheim.  Adds  Volkswagen  head  Carl 
H.  Hahn:  "The  Japanese  have  a  tenden- 
cy to  go  into  markets  and,  irrespective 
of  the  need,  install  capacity  in  an  at- 
tempt to  push  back  local  manufacturers. 
We  don't  want  this  to  happen  with  the 
opening  of  the  EC's  markets." 

The  outcome  of  the  battle  in  Europe 
will  go  a  long  way  in  determining  how 
many  auto  companies  the  world  can  sup- 
port. For  Renault,  Peugeot,  and  Fiat,  it's 
a  matter  of  survival.  For  Ford,  GM,  and 
VW,  it's  a  challenge  to  their  global  ambi- 
tions. For  Americans  and  Europeans 
alike,  the  biggest  question  is  whether 
they  can  stop  Japan's  march  without 
protectionist  help. 

But  as  Japan  goes  ever  more  global. 
Western  governments  are  finding  that 
the  auto  issue  goes  deeper  than  trade. 
Disputes  are  becoming  increasingly  com- 
plex, touching  on  investment  practices, 
parts  purchasing,  local  content,  technol- 
ogy transfers,  nationalization,  and  priva- 
tization. More  and  more,  the  global  car 
wars  will  force  Americans  and  Europe- 
ans alike  to  reexamine  their  policies  on 
capital  formation,  education  of  the  work 
force,  and  antitrust  laws.  Those  issues 
get  to  the  very  heart  of  what  makes  a 
nation  competitive. 

By  James  B.  Treece  in  Detroit  and  Rich- 
ard A.  Melcher  in  London,  with  bureau 
reports 
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AUTOS  I 


JAPAN  STREAKS  AHEAD 
IN  EAST  ASIA 


Planning  has  paid  off  in  the  world's  fastest-growing  auto  market 


The  booming  economies  of  East 
Asia  are  suddenly  an  auto  maker's 
dream.  Soaring  exports  and  rising 
wages  have  put  billions  of  dollars  in  the 
hands  of  workers  from  Seoul  to  Suma- 
tra. Millions  are  entering  the  ranks  of  a 
status-conscious  middle  class,  while  at 
the  top  of  the  heap,  wealthy  entrepre- 
neurs are  scrambling  for  luxurious  se- 
dans and  sleek  roadsters. 

U.  S.  and  European  carmakers  are 
getting  a  piece  of  the  East  Asian  auto 
boom.  But  it's  a  small  one.  While  Euro- 
pean luxury  producers  such  as  Jaguar, 
Mercedes,  and  BMW  are  increasing  sales 
in  the  most  affluent  markets,  they  are 
content  with  export  sales  and  v/ill  re- 
main limited  to  the  prestige  end  of  the 
business.  Ford  Motor  Co.  and  General 
Motors  Corp.  have  invested  in  Taiwan 
and  South  Korea,  but  elsewhere  they 
have  been  unwilling  to  risk  their  capital 
over  the  long  term. 

Little  wonder,  then,  that  Japan  has 
become  the  dominant  player.  Thanks  to 
billions  of  dollars  of  investment,  Japa- 
nese auto  makers  have  achieved  a 
strong  presence  in  the  developing  mar- 
kets of  East  Asia  that  could  help  cushion 
them  from  tougher  competition  in  Eu- 
rope and  North  America. 
LOCAL  PARTNERS.  The  Japanese  secured 
this  position  with  their  usual  combina- 
tion of  long-term  thinking,  persistence, 
and  flexibility.  In  countries  that  ban 
auto  imports  from  Japan,  such  as  South 
Korea,  the  Japanese  have  taken  minority 
stakes  in  Korean  auto  companies  and 
provided  technology  or  parts  supplies.  In 
countries  whose  political  stability  and 
economic  prospects  have  been  uncertain, 
such  as  the  Philippines,  the  Japanese 
signed  on  with  local  partners,  cautiously 
expanding  their  presence. 

Since  East  Asian  governments  worry 
about  the  prospect  of  Japanese  economic 
domination,  Japanese  auto  makers  have 
smoothed  the  way  by  helping  to  build 
local  auto  industries.  And  Japan  has 
been  surprisingly  successful  at  estab- 
lishing a  regional  auto-production  base. 
"The  Japanese  have  been  laying  the 
groundwork  for  the  past  10  years,"  says 
analyst  Stephen  Marvin  of  Jardine  Flem- 
ing Securities  Ltd.  in  Tokyo.  "They  will 
retain  the  lion's  share  of  the  market." 


While  the  individual  markets  of  devel- 
oping Asia  are  tiny  compared  with  U.  S., 
European,  or  Japanese  sales,  collectively 
they  are  becoming  an  important  chunk 
of  the  world  auto  market.  Nomura  Re- 
search Institute  reckons  that  auto  sales 
in  Asia — excluding  Japan,  Australia,  and 
New  Zealand — grew  from  3.2%  of  global 
unit  sales  in  1980  to  4.7%  in  1987  and  will 


THE  BUSINESS 
WEEK  GLOBAL 
AUTO  SCOREBOARD 


We  are  pleased  to  introduce  the 
Global  Auto  Scoreboard,  a  compre- 
hensive analysis  of  the  world's  25 
largest  auto  manufacturers.  To  com- 
pile the  market-share  numbers,  the 
basis  for  the  ranking,  analysts  at 
UBS  Phillips  &  Drew  Global  Re- 
search Group  added  retail  sales  vol- 
ume and  new  registrations  in  28 
countries:  Argentina,  Australia,  Bra- 
zil, Canada,  17  European  nations, 
Japan,  Mexico,  New  Zealand, 
South  Africa,  South  Korea,  Taiwan, 
and  the  U.  S. 

Details  on  four  companies  were 
not  available.  Rover  Group,  jointly 
owned  by  British  Aerospace  and 
Honda,  is  not  separately  listed. 
Lada  is  a  Soviet  state  venture,  Re- 
nault is  owned  by  the  French  gov- 
ernment, and  Korea's  Daewoo 
Group  does  not  provide  detailed 
data.  Market  cap  figures  were  as  of 
Dec.  31,  1989.  Tokyo's  20%  stock- 
market  correction  of  first  quarter 
1990  is  not  reflected. 


swell  to  8.7%  in  1995.  By  the  end  of  h. 
decade,  annual  auto  sales  in  Japan 
the  rest  of  Asia  will  hit  10  million  ui 

Mitsubishi  Motors  has  the  broa< 
Asian  presence  of  all  the  major  ; 
manufacturers.  It  has  equity  stake 
auto  and  auto-parts  companies  in 
Philippines,  Malaysia,  Thailand,  Ind' 
sia,  Korea,  and  Taiwan.  In  Mala\ 
Mitsubishi  models  accounted  for  4"; 
vehicle  sales  in  1989. 

Other  Japanese  carmakers  are  ra< 
ahead  in  Asia,  too.  Toyota  aims  to  < 
ble  car  and  truck  capacity  in  Thailaiv 
as  much  as  150,000  within  three  yi 
Nissan  has  announced  plans  to  com|i 
a  $44  million  plant  in  the  Philippine- 
1991  and  is  eager  to  build  a  ne^A■ 
plant  in  Thailand.  Its  goal:  to  doublr 
volume  of  vehicles  it  produces  in  So 
east  Asia  to  120,000  by  1995. 


1    GENERAL  MOTORS 


U.S. 


2  FORD 


U.S. 


3  TOYOTA 


Japan 


4  VOLKSWAGEN 


5  NISSAN 


Japan 


6  CHRYSLER 


U.S. 


7  FIAT 


Italy 


8  PEUGEOT 


France 


9  RENAULT 


France 


10  HONDA 


Japan 


1 1  MAZDA 


Japan 


12    MITSUBISHI  MOTORS  Japan 


13  HYUNDAI 


14  SUZUKI 


Japan 


15  DAIMLER 


16  DAIHATSU 


Japan 


17   FUJI  HEAVY 


Japan 


18  BMW 


19  ROVER 


Britain 


20  VOLVO 


Sweden 


21  ISUZU 


Japan 


22   KIA  MOTORS 


23   DAEWOO  MOTORS 


24  LADA 


25  SAAB-SCANiA 


Sweden 
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INDUSaiB 


e  result  of  the  Japanese  expansion 
3  beginning  of  a  parts-supply  net- 
that  spans  Southeast  Asia.  To 
ve  economies  of  scale,  Japan's  car- 
rs  produce  different  parts  in  differ- 
:ountries.  Nissan,  for  example, 
s  to  concentrate  production  of  die- 
igines  in  T?iailand,  mechanical  parts 
lonesia,  wire  harnesses  in  the  Phil- 
js,  and  clutches  and  electrical  parts 
ilaysia.  Toyota  has  earmarked  $215 
n  for  investment  in  facilities  to  sup- 
1  similar  parts-production  program. 
)an's  auto  makers  do  not  have  a 
sweep  of  Asian  markets,  of  course, 
eot,  Volvo,  Mercedes-Benz,  BMW, 
laguar  all  sell  modest  but  growing 
lers  of  vehicles.  Jaguar  PLC  sees 
as  its  fastest  growth  prospect  in 
rorld.  In  1989,  Jaguar  sold  2,600  of 
),000  cars  in  Asia,  most  of  them 
Jan.  Jaguar  says  that  number  could 
double  thanks  to  demand  from 


the  region's  newly  affluent  consumers. 

But  Daimler  Benz  is  the  only  Europe- 
an company  taking  a  long-term  approach 
to  the  Asian  markets.  The  German  giant 
makes  light  trucks,  buses,  and  cars  in 
Indonesia,  Malaysia,  and  Thailand.  It 
has  just  launched  a  marketing  company 
in  Singapore  to  expand  sales  training 
and  parts-and-service  support  to  Mer- 
cedes dealers  in  the  region. 
MISSING  OUT.  The  American  positions  of 
strength  are  in  Taiwan  and  Korea, 
which  are  more  affluent  than  Southeast 
Asia  and  offer  more  developed  highway 
systems.  Taiwan  flatly  forbids  the  im- 
port of  Japanese-made  cars.  Partly  as  a 
result.  Ford,  GM,  and  Chrysler  combined 
accounted  for  39%-  of  the  370,000  new 
cars  sold  in  1989.  Ford  is  the  only  one  of 
Detroit's  Big  Three  that  currently  as- 
sembles cars  in  Taiwan,  where  its  joint 
venture  is  No.  1  in  auto  sales.  GM  is  con- 
sidering building  a  25,000-unit  assembly 


plant,  but  Chrysler  relies  exclusively  on 
imports. 

Elsewhere  in  East  Asia,  Detroit  is  de- 
cidedly low-profile,  and  top  executives 
realize  that  they  may  have  missed  the 
boat.  "We  don't  feel  we  have  participat- 
ed the  way  we  should"  in  Asia-Pacific 
markets,  says  John  F.  Smith  Jr.,  gm's 
executive  vice-president  for  international 
operations.  "It's  our  greatest  challenge." 

So  far,  the  Japanese  have  not  made 
major  profits  from  their  Asian  strategy. 
But  now  that  the  pieces  are  in  place  and 
the  region  is  poised  for  sustained  eco- 
nomic growth,  Japan's  auto  makers 
could  reap  their  reward.  If  car  wars  in 
Europe  and  North  America  drain  profits 
from  the  combatants  during  the  1990s, 
Asia  could  help  sustain  Japan's  global 
auto  juggernaut  when  others  are  crying 
for  mercy. 

By  Amy  Borrus  in  Tokyo,  with  bureau 
reports 


Automotive 
evenues(a) 

U.S.  $  bil. 

Total 

revenues 

U.S.  $  bil. 

Worldwide  unit  production 

Total           Auto  Truck 
thousands         %  % 

Net 
earnings 

U.S.  $  mil. 

Capital 
expenditures 

U.S.  $  mil. 

R&D 

U.S.  $  mil. 

Earnings 
per  share 

U.S.  $ 

Shares 
outstanding 

Mil. 

Market 
capitalization 

U.S.  $  bil. 

P/E 

Relative 
P/E  (b) 

$99.7 

$126.9 

7,946 

74 

26 

$3,831 

$7,386 

$5,248 

$6.33 

604 

$25.4 

6.6 

51 

76.8 

96.1 

6,336 

70 

30 

4,259 

6,695 

3,100 

9.00(c) 

473 

20.8 

4.9 

38 

53.8 

63.3 

4,115 

76 

24 

2,836 

3,273 

3,709 

0.93 

3,037 

56.1 

19.8 

36 

34.4 

34.4 

2,948 

93 

7 

921 

2,434 

1,111 

30.69 

30 

8.6 

9.3 

70 

36.4 

37.8 

2,930 

77 

23 

945 

1,222 

1,564 

0.38 

2,505 

26.8 

28.1 

51 

30.8 

34.9 

2,382 

48 

52 

629 

1,531 

954 

2.71(d) 

223 

4.2 

7.0 

54 

26.4 

37.9 

2,436 

90 

10 

2,453 

2,612 

1,306 

1.05 

2,340 

18.9 

7.7 

60 

22.8 

23.9 

2,216 

88 

12 

1,518 

1,872 

546 

30.42 

50 

6.4 

4.2 

33 

26.4 

27.2 

2,053 

80 

20 

1,451 

1,616 

468 

NA 

NA 

NA 

NA 

NA 

25.2 

26.5 

1,960 

86 

14 

945 

1,222 

1,564 

0.61 

956 

12.7 

21.9 

40 

14.5 

17.1 

1,460 

74 

26 

189 

655 

545 

0.18 

1,068 

7.8 

41.6 

76 

16.7 

16.7 

1,335 

55 

45 

167 

873 

836 

0.20 

854 

7.0 

41.7 

77 

3.9 

5.6 

819 

89 

1 1 

67 

NA 

NA 

1.91 

35 

1.6 

23.3 

162 

7.3 

7.3 

875 

33 

67 

73 

436 

218 

0.18 

405 

2.9 

39.3 

72 

29.8 

40.5 

803 

67 

33 

1,317 

2,910 

2,646 

28.31 

47 

20.4 

15.5 

1 17 

5.1 

5.5 

600 

38 

62 

49 

305 

182 

0.12 

425 

3.0 

60.1 

110 

5.0 

5.4 

530 

65 

35 

44 

393 

218 

0.07 

583 

3.9 

89.9 

165 

14.0 

14.0 

523 

100 

0 

460 

1,058 

661 

29.10 

16 

4.7 

10.3 

78 

5.6 

5.6 

535 

90 

10 

105 

328 

NA 

NA 

NA 

NA 

NA 

NA 

11.0 

14.1 

465 

8/ 

13 

793 

971 

955 

9.78 

78 

5.3 

7.0 

73 

9.6 

9.6 

590 

19 

81 

124 

313 

291 

0.13 

1,011 

7.2 

53.9 

99 

1.1 

2.7 

412 

67 

33 

41 

NA 

NA 

1.37 

30 

1.2 

29.1 

202 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

6.0 

6.9 

138 

74 

26 

495 

575 

493 

2.41 

67 

2.6 

16.2 

168 

! for  calendar  year  1989,  eittter  octuol  or  estirrKited-  Convened  into  U.S.  dollars  at  average  annuolized  exchange  rate.  Automotive  revenues  include  cars,  trucks,  and  ports  (b)  Price-earnings  ratio  os  a  percentage  of  the  over- 
ling in  local  mrVel       (c)  Excludes  9  U-per-sfiore  charge  for  sole  of  Rouge  steel  complex       (d)  Excludes  $2.51  -per-share  restructuring  cSorge  and  $1 .33-per  share  gain  from  Mitsubishi  Motors  stock  sole 

DATA;  UBS  PHILUPS  &  DREW  GlOBAl  RESEARCH  GROUP 
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PAY  STUBS  OF  THE 
RICH  AND  CORPORATE 

CRAIG  McCAW  GOT  $53.9  MILLION,  BUT  THE  AVERAGE  TOTAL  TAKE  DIPPED  BY  < 


LEADER  OF  THE  PACK:  WHAT  WILL  McCAW  MAKE  WHEN  HIS  COMPANY  MAKES  MONEY? 


A few  years  ago,  Craig  0.  M( 
jokingly  told  colleagues  tha 
objective  was  to  become  the 
ard  of  Oz.  The  mustachioed  young 
man  of  go-go  McCaw  Cellular  Con  i 
cations  might  have  trouble  achievii 
goal  of  dazzling  the  business  worl  ; 
last  year  he  was  surely  well  ovei 
rainbow. 

The  40-year-old  entrepreneur 
the  top  spot  in  BUSINESS  week's 
survey  of  executive  pay.  He  earm 
Oz-like  $53.9  million  in  salary,  boi 
and  stock  options — even  though  hi- 
pany  has  never  earned  a  profit.  Mi 
was  well  ahead  of  runner-up  Ste\  i 
Ross,  co-chairman  of  Time  Warne)- 
came  in  at  $34.2  million  in  the  Bl.-i 
WEEK  survey. 

HOTSHOT  SHOWMEN.  The  year's  bi  _ 
money-makers  proved  once  again 
there's  no  business  like  show  busi 
Three  of  the  top  10  CEOs  hail  fron 
entertainment  world,  including  1 
Paramount  Communications'  Mart; 
Davis,  who  got  $11.6  million,  an 
chael  D.  Eisner  of  Walt  Disney, 
carried  away  $9.6  million. 

If  you  think  these  heady  nun 
boggle  the  imagination,  just  wait 
the  next  survey.  Time  Warner's 
would  have  led  the  1989  pay  derb\ 
a  record  total  compensation  of  s 
million  if  he  had  not  collected  the  bu 
it  10  days  into  1990,  when  the 
Warner  merger  was  consummated  ( 
61). 

There's  more.  Donald  A.  Pels,  < 
man  of  Lin  Broadcasting,  pulled  < 
$22.8  million  in  pay  last  year,  but  i 
mere  pocket  change  next  to  the  >' 
million  he  scooped  up  in  March  aftt  > 
leader  McCaw  bought  his  compan\ 
deal  allowed  Pels  to  cash  in  1.3  m 
stock  options  and  pocket  the  differ 
between  an  exercise  price  of  $10.,'^' 
share  and  the  McCaw  offer  of  $154 
share.  He  got  an  additional  $6.8  ni 
when  his  employment  contract  wa.- 
minated  because  of  the  merger. 

Despite  the  large  sums  reported  a 
top  and  the  still  larger  sums  to 
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COLLAGES  BY  JANE  STERREH 


COVE. 


was  hardly  a  banner  year  for  most 
ixecutives.  With  corporate  profits  in 
imp,  the  average  chief  executive  of- 
's  salary  and  bonus  rose  only  3.4%, 
.,172,533.  It  is  the  smallest  increase 
I  1970,  when  CEO  pay  climbed  just 
and  it's  the  first  time  in  memory 
the  increase  in  the  bosses'  pay  has 
n  below  that  of  both  white-collar 
jssionals,  who  averaged  a  4.9%  gain, 
factory  employees,  whose  pay  rose 
,  according  to  the  Labor  Dept. 
FASYLAND.  Corporate  chieftains 
i  even  worse  when  the  value  of  ex- 
ed  stock  options  and  other  long- 
pay  is  considered.  In  1989,  the  aver- 
:eo  saw  his  total  compensation  drop 
1%,  to  $1,856,697.  The  decrease  is 
ily  attributed  to  fewer  stock-option 
:ises.  Even  so,  372  of  the  712  execu- 
surveyed  joined  the  million-dollar 
by  earning  total  compensation  of 
!  than  $1  million.  These  numbers  are 
1  from  BUSINESS  week's  40th  annu- 
xecutive  Pay  Scoreboard,  compiled 
Standard  &  Poor's  Compustat  Ser- 
,  which  examined  the  compensation 
e  two  highest-paid  executives  at  356 
)anies. 

metimes,  executives  who  aren't 
make  as  much  or  more  than  their 
3s  Frank  G.  Wells,  president  of  Dis- 
drew  a  fantasyland  paycheck  of 
I  million  in  total  compensation  to 
the  pack  of  non-CEOs.  Gary  L.  Wil- 
the  former  chief  financial  officer  at 
ey  who  is  now  a  part-owner  of 
hwest  Airlines,  walked  away  with 
I  million. 

an  analysis  linking  CEOs'  pay  with 
ormance  during  the  past  three 
5,  BUSINESS  WEEK  and  Compustat 
d  that  Albert  L.  Ueltschi,  chairman 
FlightSafety  International,  and 
acAllister  Booth,  chief  executive  of 
roid,  provided  the  best  return  for 

pay  (page  58).  Chrysler's  Lee  A. 
:ca,  for  the  third  year  in  a  row,  and 
rgy  Chairman  Edwin  Lupberger  de- 
ed the  least. 

though  the  year  set  few  records  for 
idual  compensation,  it  provided  a 
pse  of  how  boards  of  directors  are 
f  to  be  structuring  new  pay  pack- 
for  senior  executives  in  the  future, 
move  to  a  greater  reliance  on  stock 
ompensation  is  picking  up  steam, 
the  unprecedented  amounts  of  stock 
ins  lavished  on  the  three  top  execu- 
•  at  McCaw  and  Disney  underscore 
:rend. 

■ULAR  PIONEERS.  In  McCaw's  case, 
■Chairman  Wayne  M.  Perry  pulled 
23.8  million  in  total  compensation, 
e  Rufus  W.  Lumry,  chief  financial 
er,  got  $14.7  million.  Combined  with 
,der  McCaw's  total  pay,  that  meant 
three  received  a  total  of  $92.7  mil- 
True,  McCaw  built  the  Kirkland 
sh.)  cellular  phone  company  from 


THE  20  HIGHEST-PAID  CHIEF  EXECUTIVES... 

Compony 


1989  salary  Long-term 
and  bonus  compensation 


Total 
pay 


Thousands  of  dollars 


] 

fPAIR  n  MrfAW 

^IVMIV7  w.  IVIVvMVV 

MrfnvA/  ^olliilnr 

$289 

$53,944 

2. 

STEVEN  J.  ROSS 

Time  Warner 

4,800 

29,400 

34,200 

3. 

DONALD  A.  PELS 

Lin  Broodcosting 

1,363 

21,428 

22,791 

4. 

JIM  P.  MANZI 

Lotus  Development 

991 

15,372 

16,363 

5. 

PAUL  FIREMAN 

Reebok  International 

14,606 

14,606 

o. 

lArrnmnrt 

1,078 

1 1  588 

12  666 

7. 

MARTIN  S.  DAVIS 

Paramount 

4,095 

7,540 

11,635 

8. 

ROBERTO  C.  GOIZUETA 

Coca-Colo 

2,542 

8,173 

10,715 

9. 

MICHAEL  D.  EISNER 

Walt  Disney 

9,589 

9,589 

10. 

AUGUST  A.  BUSCH  III 

Anheuser-Busch 

1,464 

7,397 

8,861 

11. 

WILLIAM  G  MrGOWAN 

MCI 

1,325 

7,341 

8,666 

12. 

JAMES  R.  MOFFEH 

Freeport  McMoRan 

1,350 

5,950 

7,300 

13. 

DONALD  E.  PETERSEN 

Ford  Motor 

3,050 

4,097 

7,147 

14. 

P.  ROY  VAGELOS 

Merck 

2,340 

4,423 

6,764 

15. 

W.  MICHAEL  BLUMENTHAL 

Unisys 

725 

5,786 

6,511 

16. 

S.  PARKER  GILBERT 

Morgan  Stanley 

5,475 

35 

5,510 

17. 

HARRY  A.  MERLO 

Louisiana-Pacific 

575 

4,739 

5,314 

18. 

REUBEN  MARK 

Colgate-Palmolive 

1,407 

3,597 

5,004 

19. 

ROBERT  J.  PFEIFFER 

Alexander  &  Baldwin 

1,467 

3,476 

4,943 

20. 

WILLIAM  P.  STIRITZ 

Ralston  Purina 

1,064 

3,790 

4,854 

DATA:  STANDARD  8.  POOR  S  COMPUSTAT  SERVICES  INC. 

...10  WHO  AREH'T  CEOs 

... 

Company 

1989  salary 

Long-term 

Total 

and  bonus 

compensation 

pay 

Thousands  of  dollars 

1 

FRANK  G.WELLS  Pres. 

Walt  Disney 

$4,820 

$46,126 

$50,946 

2. 

GARY  WILSON  Former  CFO 

Walt  Disney 

2,500 

47,488 

49,988 

3. 

WAYNE  M.PERRY  Vice-Chmn. 

N[cZaw  Cellular 

274 

23,787 

24,061 

4. 

RUFUS  W.  LUMRY  CFO 

McCav^  Cellular 

272 

14,472 

14,743 

5. 

SIDNEY  J.  SHEINBERG  Pres. 

MCA 

729 

7,176 

7,905 

6. 

ERNST  WEIL  Exec.  V  P 

Salomon 

6,400 

1,000 

7,400 

7. 

JOHN  C.POPE  CFO 

UAL 

643 

5,928 

6,571 

8. 

THOMAS  P.  POLLOCK  Exec  V-P 

MCA 

627 

5,694 

6,321 

9. 

DONALD  R.  KEOUGH  Pres. 

Coca-Cola 

1,865 

4,327 

6,192 

10. 

ROBERT  F.  GREENHILL  Vice-Chmn.        Morgan  Stanley 

5,475 

35 

5,510 

DATA 

STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC, 

...AHD  THE  10  LARGEST  GOLDEH  PARACHUTES 

Company 

Reason 

Total  package 

Thousands  of 

dollars* 

1. 

JOHN  M.  RICHMAN  Vice-Chmn 

Philip  Morris 

Retired** 

$22,400 

2. 

ROBERT  M.  PRICE  CEO 

Control  Data 

Resigned 

13,500 

3. 

R.  GORDON  McGOVERN  CEO 

Campbell  Soup 

Resigned 

11,200 

4. 

GARTH  H.  DRABINSKY  CEO 

Cineplex  Odeon 

Resigned 

7,400 

5. 

JOSEPH  G.  TEMPLE  Exec.  V  P 

Dow  Chemical 

Resigned 

6,500 

6. 

TERRENCE  D.  DANIELS  Vice-Chmn.            W.R.  Grace 

Resigned 

5,800 

7. 

JANLESCHLY  Pres. 

Squibb 

Resigned 

5,400 

8. 

MYRON  1.  GOHLIEB  Vice-Chmn.              Cineplex  Odeon 

designed 

4,500 

9. 

HORST  W.  SCHROEDER  Pres. 

Kellogg 

designed 

3,800 

10. 

KENNETH  J.  THYGERSON  Chmn. 

Imperial  Corp. 

designed 

2,600 

*lncludes  final  solary,  bonus,  long-term  compensation,  certain  retirement  benefits,  ond  estlmoted  future  annuity  payments 
as  well  as  parachute 

*Philip  Morris'  acquisition  of  Kraft  in  1988  triggered  an  $8.2  million  parachute  paid  in  stock 

DATA:  COMPANY  REPORTS,  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC..  BV^  ESTIMATES 


STORY 


BUSINESS  WEEK/MAY  7,  1990  57 


SOME  BOSSES  ARE  WORTH  THEIR  SALT— AND  OTHERS . . . 


To  fight  off  a  hostile 
takeover  bid  from  Roy 
Disney's  Shamrock 
Holdings  in  1989,  Polaroid 
Corp.  was  forced  to  shed  its 
paternalistic  image  and  get 
tough.  First,  Chief  Executive 
I.  MacAllister  Booth  slashed 
1,900  jobs  and  set  up  an  em- 
ployee stock-ownership  plan 
at  the  company  in  Cambridge, 
Mass.  Then,  he  bought  back 
about  27^c  of  its  shares  and 
issued  S300  million  of  pre- 
ferred stock. 

Mac  Booth  still  faces  some 
big  hurdles,  namely  lacklus- 
ter marketing  and  flat 
growth  in  Polaroid's  instant- 
photography  business.  But 
the  financial  maneuvering 
helped  Polaroid's  return  on 
equity-  average  28.2%  from 
1987  to  1989,  a  period  of  time 
when  Booth  earned  close  to 
S2  million.  That  makes  him 
one  of  two  CEOs  who  deliv- 
ered the  best  performance 
relative  to  their  pay  among 
the  356  companies  in  BUSI- 
NESS week's  analysis.  The  other  is  Al- 
bert L.  Ueltschi,  chairman  of  FlightSa- 
fety  International  Inc..  a  company 
based  at  LaGuardia  Airport  in  Queens, 
N.  Y.,  that  uses  flight  simulators  to 
train  pilots. 

Booth,  59,  earned  the  least  relative 
to  his  company's  profitability  and  im- 
provement in  returns.  Restructuring 
costs  led  to  a  S22.6  million  aftertax  loss 
in  1988,  but  Polaroid  returned  to  the 
black  last  year  with  profits  of  S145  mil- 
lion. The  result  was  an  astounding  roe 
of  16%  in  1989.  The  takeover  threat, 
says  Booth,  was  "a  kick  in  the  pants" 
that  made  Polaroid  work  harder  to 
keep  shareholders  happy. 
REAL  HiGHFLiEFt.  That's  second  nature 
to  Ueltschi  at  FlightSafety.  A  stock- 
holder who  invested  SlOO  in  1987  would 
have  S222  at  today's  stock  price  of  S54. 
Ueltschi's  company  delivered  the  high- 
est return  in  stock  appreciation  and 
dividends  relative  to  his  salary — a 
mere  $737,000  over  the  three-year  peri- 
od. "The  stockholders  are  the  owners 
of  the  company,''  he  says.  "The  CEO  is 
just  the  hired  hand."  Well,  maybe  some 
CEOs.  Ueltschi,  73,  also  owns  29%  of 
the  company's  stock,  a  stake  worth 
some  S533.5  million. 
A  former  Pan  American  World  Air- 


FUGHTSAFETY'S  UELTSCHI:  ••THE  CEO  IS  JUST  THE  HIRED  HAND 


ways  pilot,  Ueltschi  founded  Flight- 
Safety  in  1951  but  did  not  begin  draw- 
ing a  salary  until  he  retired  from  Pan 
Am  in  1968.  That  was  the  same  year 
FlightSafety  went  public  at  a  strato- 
spheric price-earnings  multiple  of  54. 
The  p-e  has  come  down  to  roughly  half 
that,  but  investors  still  like  what  thev 


see.  Last  year,  prot 
climbed  31.2%,  to  S65.6  : 
lion,  on  sales  of  S231  mili; 

While  Booth  and  Uelt- 
took  top  honors  in  the  ; 
performance  analysis, 
two  CEOs  bringing  up 
rear  were  Lee  A.  lacocca 
Chrysler  Corp.  and  Ed 
Lupberger,  54,  of  Entt 
Corp.  lacocca's  pay  was 
highest  based  on  return 
shareholders  for  the  th 
consecutive  year.  The  65-y. 
old  television  spokesman 
Chrysler  has  taken  h^: 
825.2  million  in  salarj' 
stock  options  since  1987. 

Too  bad  stockholders  di< 
fare  as  well.  A  $100  invr 
ment  made  three  years  &'.> 
would  now  be  worth  only  > 
Chrysler's  stock  price  reflc 
the  auto  maker's  disappon 
ing  financial  results.  In  t 
fourth  quarter  of  1989,  a 
million  charge  for  plant  c 
ings,   staff  reductions, 
other  measures  resulted  .: 
S664  million  net  loss.  And 
spite  Chrj'sler's  plan  to  cut  operas- 
costs  by  Si. 5  billion,  Wall  Street  i 
lysts  are  projecting  only  a  10%  ea. 
ings  gain  from  last  year's  depres- 
level.  Chrysler  declined  comment  on  I 
cocca's  pay. 

NUCLEAR  STRIKE.  Lupberger's  com: 
sation  didn't  exactly  break  the  ba 
He  earned  a  modest  Sl.4  million  in  :i 
three  years  ended  in  1989.  But  Nt- 
Orleans-based  Entergy,  formerly  Mi 
die  South  Utilities,  averaged  a  pu: 
1.8%  ROE  during  the  same  period.  Ti  . 
made  him  last  in  profitability-  relati^j 
to  his  pay. 

Enterg\-'s  nuclear  woes  decimatt 
earnings,  but  its  outlook  is  impro\'in,' 
An  S842.5  million  write-down  of  r 
abandoned  Grand  Gulf  2  power  plai 
in  Port  Gibson,  Miss.,  pushed  its  m 
loss  for  the  year  to  S472.6  million.  If 
has  succeeded  in  putting  the  Grar 
Gulf  problem  behind  it,  Entergj'  shoa 
be  in  better  shape  to  continue  the  di\ 
dends  it  resumed  paying  in  1988.  Sin( 
then,  its  stock  has  doubled,  to  2' 
"Lupberger  turned  the  compan 
around,"  says  an  Enterg\-  spokesma! 
With  luck,  he  will  be  a  one-year  ph< 
nomenon  among  the  poor  performers 

By  Monica  Roman  in  Xew  York,  ivii 
Keith  H.  Hammonds  in  Boston 
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ch  intx)  the  nation's  largest — acquir- 
in  Broadcasting  along  the  way  in 
h.  But  his  and  his  colleagues'  sala- 
ire  not  bad  for  executives  at  a  com- 

that  has  yet  to  turn  a  profit  and 
5289  million  last  year.  What's  more, 
ompany  said  in  the  prospectus  cov- 

the  Lin  purchase  that  McCaw  Cel- 
s  "net  losses  will  increase  signifi- 
y  for  the  foreseeable  future  and 
exceed  $1  billion  in  some  years." 
festors  are  already  getting  nervous, 
iw  stock,  which  hit  a  high  of  $47  a 
!  last  June,  has  fallen  to  a  recent 

of  $25.75,  just  20%  above  what  it 
when  the  company  went  public  in 

While  shareholders  may  not  be 
'  to  base  investment  decisions  on 
itive  compensation,  McCaw's  high 
rubs  some  the  wrong  way.  "It 
s  absurd  to  pay  someone  that 
nt  of  money  when  a  lot  of  other 
'  good  corporate  CEOs  are  making 
illion  to  $10  million,"  says  Carl 
irg,  the  principal  investment  of- 
for  the  California  Public  Ern- 
ies' Retirement  System,  a 
iw  shareholder.  "It  does  seem  a 
excessive."  McCaw  officials  de- 
1  to  comment. 

3  paydays  that  McCaw  execu- 
are  seeing  on  paper  are  hardly 
re  thing,  though.  In  founder 
iw's  case,  only  $298,000  of  his 
ensation  was  in  cash.  The  rest 
from  the  exercise  of  stock  op- 
handed  to  McCaw  and  his  top 
itives  before  he  took  the  com- 
public.  Their  heavy  stockhold- 
Tiean  the  value  of  McCaw  exec- 
s' compensation  received  in 
t  years  could  plummet  quickly 
all  Street  grows  even  more 

Disney's  case,  cash  figured 

prominently  in  the  $110.5  mil- 
)aid  to  Eisner,  Wells,  and  Wil- 
They  received  $16.9  million  in 

which  amounted  to  about  1% 
e  entertainment  company's  op- 
ig  income  last  year. 

REALITY.  Eisner  and  Wells 
d  new  10-year  contracts  last 

that  are  likely  to  prove  less 
tive.  The  new  agreements  still 
;heir  annual  pay  to  the  compa- 
profitability  and  to  the  creation 
lareholder  value.  "No  one  will 

that  Michael  and  Frank  have 
very  well  on  both  scores,"  says 
lond  L.  Watson,  head  of  Dis- 
>  compensation  committee. 
1  they  renegotiated  the  con- 
5,  he  adds,  a  new  reality  set  in: 
company  had  already  reached 
heights  and  had  gotten  some 
publicity  for  the  lofty  compen- 
1  it  was  handing  out. 
der  the  new  contract,  Eisner 
d  up  an  additional  2  million 


stock  options,  but  500,000  of  them  were 
set  at  a  $10  premium  above  the  $71.06 
for  which  the  shares  sold  when  his  con- 
tract was  signed.  The  board  also  upped 
the  ante  on  Eisner's  annual  cash  bonus, 
giving  him  2%  of  the  company's  net  in- 
come in  excess  of  an  11%  return  on  equi- 
ty, vs.  9%  of  ROE  earlier.  Even  so,  the 
new  117'  threshold  is  still  far  below  last 
year's  22.8%  return  on  equity,  and  his 
compensation  from  the  new  formula 
would  have  been  only  $1.1  million  less 
than  what  he  got  last  year. 
ME-TOO  EFFECT.  The  sharp  improvement 
in  results  at  Disney  under  the  Eisner 
team  has  spawned  imitators  in  board- 
rooms nationwide.  Companies  are  heap- 
ing far  more  stock  options  into  the  pay 
packages  of  their  chief  executives  than 
ever  before.  Typically,  companies  re- 
serve only  57c  of  their  outstanding  stock 
for  executives  through  long-term  com- 
pensation plans.  Disney  has  more  than 


doubled  the  share  reserve  over  the  past 
10  years,  to  some  12.2%'  of  the  compa- 
ny's shares,  according  to  a  study  by 
KPMG  Peat  Marwick.  IBM  boasts  a  4.5% 
share  reserve  for  executives. 

The  trend  also  is  a  reflection  in  part  of 
all  the  leveraged-buyout  activity  of  the 
1980s,  believes  Peter  Chingos,  who 
heads  Peat  Marwick's  executive-pay 
practice.  LBOs  offer  significantly  greater 
ownership  opportunity  and  higher  re- 
wards, too.  Unlike  the  typical  corporate 
chieftain,  however,  the  average  CEO  of  a 
leveraged  buyout  purchases  almost  4% 
of  his  company,  making  an  investment 
of  five  to  six  times  his  annual  cash  com- 
pensation. The  heads  of  traditional  com- 
panies rarely  commit  their  own  money  to 
buy  company  stock.  Thus,  they  share 
none  of  the  risk  normally  assumed  by 
the  shareholder. 

Today,  the  idea  is  to  put  far  more 
equity  into  the  hands  of  professional 


PAY  FOR  PERFORMANCE: 
WHO  MEASURES  UP...AND  WHO  DOESN'T 

There  is  no  perfect  method  of  comparing  executive  compensation  with  performance.  But  BUSINESS 
week's  two  measurement  systems  offer  helpful  benchmarks  by  ranking  executives  against  others  in 
similar  industries.  The  first  measure  relates  pay  to  total  shareholder  return.  The  other  is  based  on  return 
on  equity  and  change  in  return  on  equity.  All  data  are  for  the  three-year  period  ended  Dec.  31 ,  1989. 
Check  the  glossary  on  page  64  for  a  more  complete  explanation 

EXECUTIVES  WHO  GAVE  SHAREHOLDERS  THE  MOST  FOR  THEIR  PAY... 


1987-89 

Total  pay* 

Shareholder 

Relative 

Thousands  of  dollars 

return** 

index 

1.  ALBERT  L  UEITSCHI 

FlightSofety  Int'l 

$737 

222% 

437 

2.  GEORGE  L.  LINDEMANN 

Metro  Mobile  GTS 

1,113 

266 

329 

3.  LAWRENCE  J.  ELLISON 

Oracle  Systems 

3,809 

801 

326 

4.  AN6EL0  J.  BRUNO 

Bruno's 

880 

100 

227 

5.  ROBERT  E.  PRICE 

Price 

708 

46 

206 

...AHD  THOSE  WHO  GAVE  SHAREHOLDERS  THE  LEAST 

l.LEE  A.  lACOCa 

Chrysler 

$25,216 

-10% 

3.6 

2.  PAUL  FIREMAN 

Reebok  Int'l 

41,469 

69 

4.1 

3.  MICHAEL  D.  EISNER 

Walt  Disney 

56,413 

162 

4.6 

4.  W.  MICHAEL  BLUMENTHAL 

Unisys 

12,486 

-34 

5.3 

5.  WILLIAM  P.  STIRITZ 

Ralston  Purina 

19,282 

24 

6.4 

EXECUTIVES  WHOSE  COMPAHIES  DID  THE  BEST  RELATIVE  TO  THEIR  PAY... 

1987-89 

Total  pay* 

Avg.  return 

Relative 

Thousands  of  dollars 

on  equity 

index 

I.I.MccALLISTER  BOOTH 

Polaroid 

$1,997 

28.2% 

219 

2.  D.  EUAN  BAIRD 

Schlumberger 

2,665 

14.7 

199 

3.  MORTON  L.  MANDEL 

Premier  Industrial 

1,135 

28.8 

177 

4.  ALBERT  L.  UELTSCHI 

FlightSaftey  Int'l 

737 

18.7 

150 

5.  ROBERT  E.  PRICE 

Price 

708 

20.0 

150 

...AHD  THOSE  WHOSE  COMPAHIES  DID  THE  WORST 

I.EDWIN  LUPBERGER 

Entergy 

$1,391 

1.8% 

-63.6 

2.  WALTER  V.  SHIPLEY 

Chemical  Banking 

3,447 

-12.2 

-60.5 

3.  JOHN  F.  McGILLICUDDY 

Manufacturers  Hanover  4,128 

-18.1 

-58.0 

4.  WILLIAM  J.  CATACOSINOS 

Long  Island  Lighting 

1,368 

1.8 

-48.9 

5.  CHARLES  S.  SANFORD  JR. 

Bankers  Trust  NY 

6,583 

-9.2 

-47.6 

*Salary,  bonus,  and  long-term  compensation  poid  for  entire  three-year  period 
**Sfock  price  at  the  end  of  1989,  plus  dividends  for  three  years,  divided  by  stock  price  at  the  end  of  1986 
DATA,  STANDARD  &  POOR  S  COMPUSTAT  SfRVICES  INC. 
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FOR  WHOM  WERE  THE  GOLDEH  EIGHTIES  MOST  GOLDEH? 


EISNER,  lACOCCA,  AND  LAZARUS:  LIKE  ALL  OF  THE  PAST  DECADE'S  HIGHEST-PAID  CEOS,  THEY  EXPERIENCED  THE  JOYS  OF  STOCK  OPTIONS 


I 


I  n  what  was  the  Decade  of  the  Deal, 
the  corporate  executive  who  earned 
I  the  most  didn't  launch  a  hostile 
takeover  or  execute  a  major  acquisi- 
tion. Charles  Lazarus,  chairman  and 
founder  of  Toys  'R'  Us  Inc.,  made  his 
money  the  old-fashioned  way.  By  ex- 
panding a  retail  empire  to  $4.8  billion 
in  annual  sales,  he  created  hundreds  of 
millions  of  dollars  in  value  for  his 
shareholders.  His  reward:  a  stunning 
$156.2  million  over  ten  years. 

Familiar  names  crowd  the  list  of  the 
decade's  big  money  winners,  from  en- 
trepreneurs such  as  Federal  Express 
Corp.'s  Frederick  W.  Smith,  who  got 
$55.9  million,  to  professional  managers, 
such  as  Walt  Disney  Co.  Chairman  Mi- 
chael D.  Eisner,  whose  $61.9 
million  pile  resulted  from 
only  five  years'  work. 
PAY  AND  PERKS.  To  compile 
the  decade's  top  corporate 
moneymakers,  BUSINESS 
WEEK  examined  its  Execu- 
tive Pay  Scoreboards  for  the 
past  10  years  and  toted  up 
each  executive's  annual  in- 
come and  long-term  compen- 
sation. The  numbers  reflect 
the  value  of  compensation 
at  the  time  it  was  awarded. 
There  was  no  way  to  gauge 
what  happened  to  the  value 
of  stock  holdings  in  later 
years,  when  the  shares 
could  have  been  held  or 
sold.  Excluded  from  the  sur- 


vey are  executives'  lucrative  golden 
parachutes.  This  group  includes  F. 
Ross  Johnson,  who  left  RJR  Nabisco 
Inc.  with  a  record  $53.8  million  in  pay 
and  perks,  and  Michel  C.  Bergerac, 
who  departed  from  Revlon  Inc.  with  a 
package  worth  $35  million. 

Oh,  what  a  difference  a  decade 
makes.  In  1980,  Cabot  Corp.  President 
Robert  A.  Charpie  made  all  of  $3.3  mil- 
lion to  qualify  as  the  highest-paid  exec- 
utive of  the  year.  Today,  that  level  of 
pay  wouldn't  even  get  him  on  the  top- 
25  list.  The  average  chief  executive 
pulled  down  $624,996  in  total  pay  then; 
by  decade's  end,  the  average  rocketed 
to  nearly  $1.9  million,  thanks  to  option- 
laden  pay  packages. 


THE  DECADE'S  BIGGEST 
CEO  MONEY-MAKERS 


Total  pay 
1980-89 
Millions  of  dollars 

I.CHARLES  UZARUS 

Toys  'R'  Us 

$156.2 

2.  STEVEN  J.  ROSS 

Time  Warner 

84.6 

3.  CRAIG  0.  McCAW 

McCaw  Cellular  Comm. 

76.9 

4.  LEE  A.  lACOCCA 

Chrysler 

65.9 

5.  MICHAEL  D.  EISNER 

Walt  Disney 

61.9 

6.  T.  BOONE  PICKENS  JR. 

Mesa  Petroleum 

56.9 

7.  FREDERICK  W.  SMITH 

Federal  Express 

55.9 

8.  PAUL  FIREMAN 

Reebok  International 

54.5 

9.  DONALD  A.  PELS 

Lin  Broadcasting 

49.8 

10.  JIM  P.  MANZI 

Lotus  Development 

47.9 

DATA:  COMPANV  REPORTS,  BW  ESTIMATES 


The  joys  of  stock  options  are  l  e 
thing  that  everyone  on  the  list  had 
common.   Lazarus,   who  ironica- 
draws  one  of  the  lowest  salaries  foia 
CEO  in  American  business  at  $315,001? 
year,  was  without  peer  in  stock-oj^ 
benefits.  Over  the  decade,  the  ma- . 
of  toy  retailing  earned  $116.5  mill 
through  options.  Three  years  a. 
Lazarus  became  the  highest-paid  t  \ 
utive  ever,  when  he  exercised  opt 
to  buy  1.4  million  shares  of  stock, 
bringing  his  1987  pay  to  $60  milip 
His  contract  also  hands  him  an  aim! 
bonus  of  1%  of  all  pretax  profits  - 
$18  million.  Similar  plans  helped  to  ; 
Disney's  Eisner  and  Reebok  Intei-i 
tional's  Paul  Fireman  on  the  list. 

Like   most  executive 
Lazarus  is  shy  about 
pay.  He  declined  comma 
but  his  record  speaks  for 
self.  He  created  Toys 
Us,  the  first  supermark 
like  toy  stores,  in  1978,  fn 
the  shell  of  bankrupt  Int 
state  Stores.  Even  aft 
years  of  heady  growth,  t 
company's     net  incoi 
jumped  20''c  last  year, 
$321  million,  despite  wi( 
spread  pain  in  retailing.  . 
investment  of  $10,000 
1978    would    be  wor 
$621,000  now.  Here's  a  car 
where  stock  options  ha? 
provided  all  the  incenti\; 
any  shareholder  could  wa  . 
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Lgers,  to  make  them  behave  as  if 
were  true  owners  of  the  company, 
a  bigger  stake  in  its  performance, 
linking  risk  with  ownership  and  re- 
,  we  might  be  able  to  simulate  the 
tions  of  an  LBO  without  having  the 
tment  bankers  and  attorneys  walk 
with  millions,"  says  Jude  T.  Rich, 
ient  of  consultants  Sibson  &  Co. 
L  STAKES.  Still,  share  ownership 
historically  been  woefully  low 
g  chief  executives.  After  exercising 
options,  many  executives  quickly 
the  company  stock  and  diversify 
investment  holdings.  The  result,  ac- 
ig  to  a  recent  study  by  professors 
irvard  business  school  and  the  Uni- 
;y  of  Rochester,  is  that  the  median 
af  the  nation's  250  largest  public 
anies  owns  less  than  0.07%  of  his 
any's  market  value.  One  exception 
itus  Development's  Jim  P.  Manzi, 
vas  No.  4  among  the  best-paid  CEOs 
year.  He  still  owns  1.1  million 
s  of  the  software  maker's  stock, 
s  about  2?i'  of  the  company's  out- 
ing shares. 

;ssure  is  already  building  to  make 
•  top  executives  increase  their 
s.  At  Chrysler,  for  example,  la- 
has  asked  his  top  100  executives  to 
;tock  equal  to  a  certain  percentage 
eir  salaries.  Several  of  the  compa- 
jxecutives  have  doubled  their  hold- 
in  Chrysler. 

many  companies,  it  has  been  nor- 
)ractice  to  hand  over  to  executives 
IS  equal  to  between  80%  and  1507^ 
nual  pay.  "I  think  you're  going  to 
lumbers  like  250%  to  400%'  in  the 
e,"  says  Peat  Marwick's  Chingos. 
name  of  the  game  is  clearly  equity 
rship,  giving  management  a  great- 
lancial  stake  in  the  company." 
^se  huge  grants  will  hardly  quell 
ism  over  extravagant  executive 
ensation.  If  anything,  they'll  likely 
severe  one-year  spikes  in  pay  and 
wild  swings  in  compensation  from 
to  year.  Already,  many  executives 
lain  that  it's  unfair  to  tote  up  in  a 
;  year  the  exercise  of  options  grant- 
er  as  many  as  10  years.  Yet  that's 
fay  the  data  are  reported  in  proxy 
nents.  Often  they  are  not  repoited 
I.  If  executives  exercise  their  op- 
immediately  after  retirement,  the 
any  is  not  required  to  make  public 
gains. 

THE  GRAVY?  There  are  plenty  of 

to  avoid  making  a  full  disclosure. 

Motor  recently  adopted  a  policy 
tomatically  deferring  the  portion  of 

manager's  annual  bonus  that  ex- 
$600,000  or  150%  of  base  pay. 
excess  cannot  be  claimed  until 

executives  turn  62  or  until  18 
hs  after  they  leave  the  company. 

says  in  its  proxy  statement  that 
3l^h  will  "strengthen  the  compa- 


STEVE  ROSS'S  $75  MILLION  BONANZA- 
AMD  THERE'S  MORE  ON  THE  WAY 


Steven  J.  Ross  routinely  hauled  in 
the  big  numbers  as  head  of 
Warner  Communications  Inc.  He 
was  the  second-highest-paid  chief  exec- 
utive in  America  last  year,  as  well  as 
for  the  entire  decade.  And  as  co-chair- 
man of  Time  Warner  Inc.,  he's  off  to  a 
fast  start  for  the  1990s.  On  Jan.  10,  he 
pocketed  $74.9  million  in  cash — nearly 
as  much  as  he  made  over  the  past  10 
years.  If  that  bonus  had  been  added  to 
his  1989  pay  of  $34.2  million,  Ross 
would  have  broken  through  the  $100 
million  mark  in  a  single  year. 

Yet  there's  plenty  more  where  that 
came  from.  Some  $92.6  million  in  cash 


remains  piled  up  in  a  trust  fund  in 
Ross's  name  for  payment  to  him  in  the 
years  ahead,  according  to  Time 
Warner's  proxy.  "It's  absolutely 
breathtaking,"  says  Graef  S.  Crystal,  a 
University  of  California  at  Berkeley 
professor  and  a  top  consultant  on  pay. 

Ross  declined  to  be  interviewed,  but 
aides  say  the  pay  reflects  his  perfor- 
mance in  a  business  that  rewards  its 
executives  handsomely.  Ross  was  chief 
executive  at  Warner  for  28  years,  and 
shareholders  who  invested  $10,000  in 
Warner  stock  when  it  went  public  in 
1962  would  have  fetched  more  than  $1 
million  upon  the  merger.  This  year's 
bonanza  was  paid  out  on  the  effective 
date  of  the  Time-Warner  merger  under 
two  lucrative  bonus  schemes  that  had 
been  in  effect  at  Warner  since  1982. 

Even  so,  Ross's  pay  has  often  stirred 


controversy.  In  1987,  Warner's  outside 
directors  voted  down  his  pay  contract 
in  a  6-to-4  vote.  It  won  passage  only 
because  five  Warner  officials  on  the 
board  voted  for  it.  Dissident  directors 
termed  the  contract  "outrageous." 
Warner  conceded  in  its  proxy  state- 
ment that  it  was  "a  unique  and  largely 
unprecedented  agreement." 
BLANK  CHECK?  Critics  will  discover 
new  things  to  complain  about  in  the  96 
pages  of  fine  print  in  Time  Warner's 
latest  proxy.  It  reveals  that  directors 
voted  to  change  the  rules  of  an  "equity 
unit"  bonus  plan  approved  in  1982.  The 
vote  allowed  Ross  to  collect  $17.8  mil- 
lion on  Jan.  10. 

Under  the  plan,  Ross 
bought  300,000  shares 
of  Warner  stock,  at  a 
book  value  of  $9.74 
each,  with  a  company 
loan.  As  first  imple- 
mented, he  was  to  sell 
the  shares  back  to 
Warner  at  any  time  af- 
ter the  first  year  at 
a  presumably  higher 
book  value  reflecting 
the  company's  growth. 
Warner's  book  value 
did  not  do  well,  howev- 
er, partly  because  of 
more  than  $300  million 
in  pretax  losses  from 
its  Atari  computer  and 
video  game  business  in 
1983.  By  Sept.  30,  1989, 
the  company's  book 
value  had  risen  to  only 
$10.61  a  share — an  in- 
crease that  would  have 
failed  to  cover  the  interest  on  Ross's 
loan. 

When  Time  agreed  to  acquire 
Warner  for  $70  a  share  last  year,  how- 
ever, both  boards  agreed  to  reprice  the 
shares  at  the  much  higher  market  val- 
ue, taking  advantage  of  a  clause  that 
allowed  Warner  to  adjust  the  price  to 
"avoid  distortion"  caused  by  acquisi- 
tions, stock  purchases,  and  other 
events.  The  reasoning:  Time's  offer  ef- 
fectively made  the  book  value  of  the 
company  $70  a  share. 

Not  everyone  is  buying  this  explana- 
tion. "There  is  a  difference  between 
book  value  and  market  value,"  says 
Crystal.  "If  they're  going  to  change 
the  rules,  what's  the  point  of  having  a 
plan?  They  may  as  well  say,  'Look, 
Steve,  here's  the  blank  check.  Just  fill 
in  what  you  want.'  " 
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A  MACHINE  THAT'S  GEARED 
TO  HELP  YOU  SUCCEED. 


)n  your  way  to  the  top,  keep  your  eye  on  the 
om  line. 

b  succeed  in  business  today,  you  should  be 
red  to  operate  on  a  solid  financial  founda- 
.  Which  is  why  more  and  more  businesses 
on  Xerox  Financial  Services, 
or  the  kind  of  business  insurance  you  can 
nt  on,  you  want  insurance  from  Crum  and 
ster.  Van  Kampen  Merrilt  helps  structure 
d  debt  funding  for  your  commercial,  health 
;  or  municipal  projects.  Middle  market 
ipanies  look  to  Furman  Selz  for  investment 
king  with  a  creative  touch.  Xerox  Life  offers 
tiities  and  life  insurance  that  can  make  your 


dreams  for  retirement  a  reality.  And  with  Xerox 
Credit,  you  can  lease  or  finance  anything;  from 
new  furnishings  for  your  executive  offices  to  a 

single  Xerox  copier.  V 

It's  all  part  of  Xerox  Financial  Services;  a 
diversified  group  of  financial  companies  with 
over  $19  billion  in  assets.  So  you  can  handle 
many  financial  needs  with  a  singular  standard 
of  excellence. 

And  that' s  our  secret  for  your  success . 
To  find  out  how  The  Xerox  Financial 
Machine  can  help  you  succeed,  write  Xerox 
Financial  Services,  P.O.  Box  5000,  Norwalk, 
CT  06856. 


WHAT  OTHER  STARS  MADE 


GEORGE  BUSH:  $189,167  DOH  MATTINGLY:  $2  5  million 

U.S.  President  New  York  Yankee 

STEVEN  SPIELBERG:  $50  million  DAVID  J.  STERN:  $5  5  million 
Movie  Producer/ Director  NBA  Commissioner 

DATA:  BW  ESTIMATES 


JACK  NICHOLSON:  $30  million 
Actor 

ARNIE  WEINMEISTER:  $450,000 
Top  Teamsters'  Official 


J 


ny's  ability  to  retain  key  executives." 

Is  this  a  sure  way  to  hide  excessive 
pay  from  the  prying  eyes  of  the  proxy- 
disclosure  rules?  "I  guess  you  could  in- 
terpret it  that  way,"  says  a  Ford  spokes- 
woman, "but  I  don't  believe  that  was  the 
intent.  The  intent,  as  was  said,  was  to 
keep  good  people." 


Few  consulting  gurus  on  executive 
pay  view  last  year's  slowdown  as  any- 
thing more  than  an  aberration.  The 
megagrants  in  stock  options  these  days 
are  a  harbinger  of  some  colossal  num- 
bers to  come  later  in  the  decade.  And 
they  reflect  what  some  experts  perceive 
to  be  a  shortage  of  top-level  executives. 


i 


"It's  simply  a  great  time  to  be  a  50-tcO- 
year-old  guy  from  Yale  with  white  h;i 
says  Alan  M.  Johnson,  managing  iL 
tor  of  the  executive-pay  practice 
Handy  Associates.  "Is  greed  part  of 
he  asks.  "Yes.  Are  smoke-filled  roi 
part  of  it?  Yes.  But  demographics  h 
driven  the  numbers  up,  too." 
IN  EXCESS?  Many  observers  contend 
top  executive  pay  in  the  U.  S.  is  ah- 
excessive,  especially  in  comparison  . 
what  other  executives  around  the  w  i 
make.  CEOs  of  major  American  coi'pi 
tions  often  make  four  to  sLx  time- 
much  as  their  counterparts  in  Japan 
Europe.  In  Japan,  for  example,  the 
cal  CEO  of  a  major  corporation  \> 
down  little  more  than  $352,000  a  \; 
in  pay,  benefits,  and  perks,  accori  I 
to  consultant  Towers,  Perrin,  Forste 
Crosby.  That  is  a  far  cry  from  the  i 
million  total  for  the  average  CEO  in 
BUSINESS  WEEK  survey. 

The  dramatic  difference  has  not  g 
unnoticed.  "If  corporations  want  to  s 
money,  they  should  move  corpor 
headquarters  overseas  where  they 
get  good,  cheap,  senior  managers 
leave  the  plants  here  where  labor 
more  competitive,"  maintains  Edwarc 
Lawler,  a  management  professor  at 
University  of  Southern  California. 

Outrageous?  Sure.  But  the  best 
to  head  off  criticism  over  high  salarie 
for  Corporate  America's  performance 
live  up  to  the  handsome  pay  its  ex( 
tives  receive. 

By  John  A.  Byrne  in  New  York, 
Ronald  Grover  in  Los  Angeles,  Robert 
Hof  in  San  Francisco,  and  bureau  repc 


COMPENSATION  SCOREBOARD  GIOSSARY 


oes  executive  pay  correlate  with  cor- 
porate performance?  Some  experts 
say  there  is  little  or  no  relationship  be- 
tween what  the  boss  gets  and  how  sharehold- 
ers do.  Others  say  that  over  time  the  system 
usually  works. 

In  this  Scoreboard,  BUSINESS  WEEK,  with 
Standard  &  Poor's  Compustat  Services  Inc.,  at- 
tempts to  come  up  with  some  answers.  The 
study  uses  two  approaches:  It  compares  an  ex- 


ecutive's total  compensation  with  his  compa- 
ny's total  return  to  shareholders  in  stock  appre- 
ciation and  dividends  over  three  years.  A 
second  comparison  measures  pay  vs.  corporate 
profitability  for  the  same  period.  Three  years  of 
data  ore  examined  to  minimize  the  impact  of 
single-year  windfalls  in  pay. 

The  Scoreboard  companies  boast  market  val- 
ues that  are  among  the  500  largest  in  the  latest 
BUSINESS  WEEK  1000  for  which  1989  com- 


pensation data  are  available.  Each  compan 
assigned  to  one  of  nine  industry  groups.  Th 
each  executive's  pay,  his  company's  total  ret 
to  shareholders,  and  his  company's  profit  rec 
are  measured  against  the  others  in  the  group 
Performance  ratings  are  given  only  wl 
three  years  of  data  are  available.  On  a  scale 
5,  1  indicates  the  best  performance  and  5  is 
worst.  The  top  15%  of  the  sample  receives  < 
25%  a  2,  30%  a  3,  20%  a  4,  and  10%  a  : 


1987-89  PAY-PERFORMANCi  AHALYSIS 


PAY  VS.  SHAREHOLDERS'  RETURH 

Total  compensation  is  the  sum  of  an  executive's  salary,  bonus,  and  long- 
term  compensation  for  the  three  years. 

Value  of  $100  invested  is  the  yearend  1989  value  of  a  $100  investment 
in  the  company  mode  three  years  earlier,  including  both  share-price  ap- 
preciation and  dividends. 

Rating  shows  how  an  executive  stacks  up  against  his  industry  peers,  mea- 
sured in  terms  of  poy  relative  to  total  return  to  shareholders.  The  rating  is 
based  on  an  inde,  in  which  the  value  of  the  investment  at  the  end  of  the 
three-year  period  divided  by  an  executive's  total  pay  and  then  com- 
pared with  other  executives  in  the  same  industry  group. 


PAY  VS.  CORPORATE  PROFIT 

ROE  is  the  company's  average  return  on  common  equity  over  the  thi 
year  period. 

Change  in  ROE  is  the  improvement  or  decline  in  an  index  that  relates 
company's  profitability  to  total  pay  through  1987-89. 

Rating  shows  how  an  executive  compares  with  his  industry  peers  in 
for  company  profitability.  The  rating  is  based  on  an  index  that  provi 
equal  weight  to  the  company's  overall  ROE  as  well  as  its  improvemen 
decline  during  the  past  three  years.  Both  these  measurements  are  divii 
by  an  executive's  total  pay  and  then  compared  with  others  in  the  sc 
industry  grouping. 


Footnotes:      t  Indicates  executive  retired  in  1989      t  Includes  long-term  compensation      e  =  estimated      NA  =  not  available      NM  =  not  meaningful 
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>AWY 


EXECUTIVE 


1989  COMPENSATION 


1989 


TOTAL  ANNUAL  COMP 


SALES:  $  MILLIONS 
ROE:  % 


SALARY 
&  BONUS 

$000 


, CHANGE 
FROM 
1988 


LONG- 
TERM 

COMP- 
$000 


1987-89  PAY-PERFORMANCE  ANALYSIS 

PAY  VS.  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 


TOTAL 
COMP 
$000 


$  VALUE 
OF  $100 
INVESTED 


RATING 


ROE 


CHANGE  IN  RATING 
ROE 


ROSPACE 

(INDUSTRIAL:  HIGH  TECH) 

6 

20276.0 
11.0 

F.  Shrontz,  chmn.  &  CEO 
M.  T.  Stamper,  vice-chmn. 

910 
643 

8 
2 

226 
1116 

2925 
3894 

183 

m 

[3] 

10.7 

-20.1 

m 

{5} 

ALDYMAMICS 

10042.9 
13.8 

S.  C.  Pace,  chmn.  i  CEO  1199 
H.  F.  Rogers,  pres.  &  COO  775 

Shares  of  restricted  stock  aworded:  chmn.,  1 4,270;  pres.. 

15 
11 

8,090. 

88 
26 

3409 
2385 

71 

E 

a 

20.3 

NA 

m 

m 

EED 

9891.0 
0.3 

D.  M.Tellep,  chmn.  &  CEO 

V.  N.  Maraf ino,  vice-chmn.,  CFO  &  CAO 

764 
663 

70 

-2 

49 
104 

1767 
2300 

87 

m 
a 

13.0 

-98.7 

m 

M  MARIETTA 

5796.2 
22.7 

N.  R.  Augustine,  chmn.  &  CEO                   1 033  23 
C.  B.  Hurtt,  pres.  &  COO*                           944  38 

*Retired  effective  1/1/90.  Shares  of  restricted  stock  awarded:  chmn 

235 
0 

,  20,000. 

4097 
3064 

124 

m 

E 

24.9 

-5.6 

m 
m 

■NELL 

AS 

14581.0 
-1.1 

J.  F.  McDonnell,  chmn.  &  CEO 
J.  G.  Brown,  sr.  v-p-financef 

634 
378 

-7 
-1 

534 
0 

3196 
NA 

97 

m 

NA 

6.8 

NM 

NA 

1 

9L0GIES 

19756.5 
14.5 

R.  F.  Daniel!,  chmn.  &  CEO 
A.  E.  Wegner,  exec,  v-p 

1280 
735 

12 
20 

477 
0 

4042 
2159 

128 

14.0 

NM 

lIJ 

m 

(LINES  (TRANSPORTATION) 

10479.6 
11.8 

R.  L.  Crandoll,  chmn.,  pres.  &  CEO 
D.  i.  Corty,  exec,  v-p  &  CFO 

1067 
614 

7 
36 

1014e 
230e 

4858 
NA 

108 

m 

NA 

11.3 

6.0 

a 

NA 

IIRUNES 

8571.7 
15.9 

R.  W.Allen,  chmn.  &  CEO 
H.  L.  Harris,  pres.  &  COO 

672 
464 

47 
30 

719 
487 

3043 
2686 

150 

m 

14.5 

336.7 

[5] 

9793.6 
20.7 

S.M.  Wolf,  chmn.,  pres.*  CEO  1150 
J.  C.  Pope,  exec,  v-p,  CFO  &  trees.  643 

Shares  of  restricted  stock  granted:  chmn.,  75,000;  exec,  v 

100 

-10 

p,  10,000. 

0 

5928 

NA 
NA 

329 

NA 
NA 

23.2 

NM 

NA 
NA 

PLIANCES  &  HOME  FURNISHINGS  (consumer  proouctsi 

RONG 
MNDS. 

2512.5 
20.4 

W.  W.  Adorns,  chmn.  &  pres. 
R.  H.  Caldwell,  sr.  exec,  v-p 

580 
424 

17 
9 

115 
38 

1567 
1205 

134 

)] 

T 

17.7 

33.1 

m 

3088.8 
14.0 

D.  J.Krumm.chmn.&CEOt  1239 
F.  E.  Vaughn,  exec,  v-p;  pres.-sub.^  575 

Shares  of  restricted  stock  granted:  chmn.,  39,276;  exec,  v 

38 
NA 
p,  14,182. 

0 
166 

3313 

NA 

95 

NA 

25.9 

-35.1 

m 

NA 

POOL 

6288.6 
13.2 

D.  R.  Whitwam,  chmn.,  pres.  &  CEO            1030  83 
W.  G.Maeyer,  exec,  v-p                         827*  NA 
*  Includes  $31 7,000  paid  upon  resignation  effective  2/1/90. 

0 
0 

2058 
NA 

107 

121 
NA 

13.1 

-11.0 

m 

NA 

TOMOTIVE  (CONSUMER  products) 

LER 

34922.0 
4.3 

L.  A.  lacocco,  chmn.                                1414  -4 
G.  Greenwald,  vice-chmn.                       1026  -5 
Performance  shares  earned:  chmn.,  6, 1 74;  vice-chmn.,  4,473. 

2414 
0 

25216 
8708 

90 

[3] 

m 

12.7 

-83.4 

ID 

5156.7 
13.0 

G.  B.  Mitchell,  chmn.  &  CEO;  v-chmn.-sub.f  1 000 
S.  J.  Morcott,  chmn.,  CEO,  pres.  &  COO         56 1 

Shares  of  restricted  stock  granted:  present  chmn.,  25,000 

13 
26 

587 
224 

4634 
1845 

112 

m 
m 

15.3 

44.1 

m 

m 

3671.0 
18.3 

J.  R.  Stover,  chmn.  &  CEO 

W.  E.  Butler,  pres.  &  COO;  pres.-sub. 

1150 
690 

0 
49 

956 
150 

5214 
2383 

126 

m 
m 

19.0 

68.2 

m 

«OTOR 

96145.9 
16.9 

D.  E.  Petersen,  chmn.  &  CtOt 
H.  A.  Poling,  vice-chmn.  &  COO^ 

3050 
2149 

-9 
-16 

4097e 

nooe 

20795 
17872 

180 

H 

:5: 

22.2 

-23.7 

a 
a 

ftL  MOTORS 

24993.9 
12.1 

R.  B.  Smith,  chmn.  &  CEO 
R.  C.  Stempel,  pres.  &  COO 

2492 
1775 

0 
2 

0 

322 

9162 
5632 

152 

a 
a 

11.9 

25.1 

a 

a 

li 

3522.9 
24.0 

C.  M.  Pigott,  chmn.  &  CEO 
J.  M.  Dunn,  pres. 

964 
658 

9 
9 

0 
0 

3642 
2149 

211 

[2] 

m 

19.2 

221.6 

m 
m 

NKS  &  BANK  HOLDING  COMPANIES  (financial  services) 

ME 

3163.0 
15.3 

J.  B.  McCoy,  chmn.                               1076  8 
F.  E.  McKinney  Jr.,  pres.;  chmn.-sub.*           588  0 

*Resigned  effective  1  / 1 2/90.  Shares  of  restricted  stock  awarded:  ch 

80  3125 
0  1696 
mn.,  11 0,533;  pres.,  5,300. 

169 

m 

15.3 

-1.4 

m 
m 

W 
ORK 

5496.7 

0.7 

J.  C.  Bacot,  chmn.  &  CEO-Co.  &  Bank 
P.  Herrick,  pres.-Co.  &  Bank;  COO-Bonk 

Unvested  performance  shares  granted:  chmn.. 

1080  14 
685  6 
11,000;  pres.,  7,000. 

113 
68 

4143 
2611 

118 

m 
m 

5.9 

-95.7 

a 
a 

MERKA 

11389.0 
15.6 

A.  W.Clausen, chmn. &  CEO  1738 
R.  M.  Rosenberg,  pres.                            1 250 

Shares  of  restricted  stock  owarded.  chmn.,  20,000;  pres.. 

16 
28 
10,000. 

0 
0 

4013 
2920 

187 

m 
m 

-3.7 

NM 

NA 
NA 

RS  TRUST 
ORK 

7258.2 
-46.2 

C.  S.  Sanford  Jr.,  chmn.-Corp.  &  Bank          1500       -14  929 
R.  L.  MacDonaldJr.,exec.v-p                   1200         -8  544 
Shares  (unvested)  deferred  stock  &  restricted  stock  awarded  (respectively):  chmn. 

6583  104 
4413 

35,386e  &  30,000;  exec. 

a  -9.2 

a 

v-p,  23,698e  &  25,000. 

NM 

m 

TT  BANKS 
RIDA 

3037.6 
15.2 

C.  E.  Rice,  chmn.  &  CEO 

A.  D.  Ernest  Jr.,  pres.  &  COO 

952 
547 

2 
19 

0 
0 

3169 
1684 

125 

m 
m 

15.2 

-3.7 

m 
m 

MANHAnAN 

1 3904.0 
-18.1 

W.  C.  Butcher,  chmn. 
T.  G.  Labrecque,  pres. 

1178 
942 

-19 
-12 

439 
545 

5217 
3912 

116 

a 
a 

-7.8 

NM 

m 

IVE  COMPENSATION  SCOREBOARD 


Footnotes  on  page  64 


BUSINESS  WEEK/MAY  7.  1990  65 


i  1 

1.1-1  ^  r  ^  1.-1 

LVl  ! 

»     A  J 

COMPANY 

EXECUTIVE 

1989  COMPENSATION 

1987-89  PAY-PERFORMANCE  ANALYSIS 

1989 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE:  % 

SALARY  °/. 
&  BONUS 
$000 

CHANGE 
FROM 
1988 

TERM 
COMP. 
$000 

TOTAL 
COMP 

$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

CHANGE  IN  RA" 
ROE 

c. 

CHEMICAL 
BANKING 

8227.1 
-20.0 

W.  V.  Shipley,  chmn.-Corp.  &  Bank             1 1 20        - 1 9  93 
B.  F.  Love,  exec,  off icerf                          662*      -18  283 
^Reflects  compensation  as  executive  officer  until  retirement.  Shares  awarded  from 

3447           90          [3]  -12.2 
2689  g] 
Performance  Incentive  Shares:  chmn.,  3,000. 

NM 

— 

cmcoRP 

37970.0 
4.5 

J.  S.  Reed,  chmn. 

L.  M.  Small,  vice-chmn. 

Shares  of  restricted  stock  granted:  chmn.. 

1484 
837 
60,000;  vice-ch 

-17  269 
-19  356 
mn.,  50,000. 

4469 
2932 

125 

m 
m 

2.2 

-64.5 

- 

CORESTATES 
FINANCIAL 

1888.4 
15.9 

T.  A.  larsen,  chmn.,  pres.  i  CEO 
B.  C.  Shah,  vice-chmn. 

852 
488 

12 
14 

0 

A 
\J 

2391 
1636 

132 

m 
m 

15.7 

3.9 

[ 

1- 

FIFTH  THIRD 
BANCORP 

768.3 
15.8 

C.  L.  Buenger,  chmn.,  &  CEO 
G.  A.  Schoefer  Jr.,  pres.  &  COO 

666 
366 

17 
29 

209 
Oe 

31 15 
1091 

195 

m 
m 

15.8 

-1.0 

FIRST  CHICAGO 

5611.3 
14.5 

B.  F.  Sullivan,  chmn.-Corp.  &  Bank 
R.  L.  Thomas,  pres. -Corp.  &  Bank 

1461 
987 

-4 
-3 

0 
0 

4180 
2925 

146 

m 
m 

-1.4 

15.3 

FIRST  INTERSTATE 
BANCORP 

6534.6 
-10.2 

J.  J.  Pinola,chmn.  &CEOt 
E.  M.  Carson,  pres-t 

1069 
731 

12 
15 

397 
102 

4232 
2325 

97 

a 

-11.1 

NM 

FIRST  UNION 

3313.2 
12.3 

E.  E.CrutchfleldJr.,chmn.&CEO               1020  13 
B.  J.  Walker,  v-chmn.;  chmn.  &  CEO-sub.        640  7 

Shares  of  restricted  stoct<  granted:  chmn.,  6,300;  vice-chmn.,  3,300. 

Oe 
23e 

3042 
2168 

96 

m 
m 

14.5 

-29.0 

FIRST  WACHOVIA 

2433.4 
15.5 

J.  G.  Medlln  Jr.,  chmn.,  pres.  &  CEO 
D.  R.  Riddle,  exec,  v-p 

839 
420 

-3 
0 

55 
0 

2909 
1748 

147 

m 
m 

14.9 

-6.1 

FLEET/NORSTAR 
FINANCIAL  GROUP 

3657,9 
16.8 

J.  T.  Murray,  chmn.,  pres.  &  CEO 

C.  W.  Carey,  exec,  v-p  &  chmn.-crdt.pl. 

1327 
601 

32 
NA 

606 
Oe 

6153 
NA 

127 

a 

NA 

15.1 

-9.4 

N 

MANUFACTURERS 
HANOVER 

8420.0 
-21.6 

J.  F.  McGilllcuddy,  chmn.  &  CEO^ 
E.  A.  Farley,  vice-chmn. 

1680 
1039 

2 
2 

0 

639e 

4128 
3089 

95 

a 
a 

-18.1 

NM 

J.  P.  MORGAN 

10394.2 
-32.2 

R.  G.  Mendoio,  vice-chmn. 

L.  T.  Preston,  chmn. -exec.  comm. 

Shares  of  restricted  stock  vested;  vice-chrr 

1962        NA  266 
1560         -8  652 
n.,  1 ,684;  chmn. -exec. -comm.,  6,256. 

NA 
5639 

118 

NA 

[3] 

-4.3 

NM  N 

NCNB 

6036.3 
14.4 

H.  L.  McColl  Jr.,  chmn.-Cp,  NCNB 
F.  B.  Kemp,  pres. 

1500 
925 

25 
40 

654 
338 

3932 
2318 

229 

m 

[21 

12.8 

-4.9 

NORWEST 

2929.9 
18.3 

L.  P.  Johnson,  chmn.  &  CEO 

R.  M.  Kovacevich,  pres.  &  COO 

1291 
1009 

4 
2 

2033 
1566 

5813 
5414 

202 

[3] 

a 

10.8 

93.3 

3 

PNC  FINANCIAL 

4645. 1 
13.2 

T.  H.  O'Brien,  chmn.,  pres.  &  CEO 
R.  C.  Milsom,  v-chmn.;  chmn. -sub. f 

1489e 
649 

12 
-9 

60 
0 

3711 
2009 

114 

m 

14.1 

-20.3 

3 

REPUBUC 
NEW  YORK 

2625.7 
0.1 

W.  H.  Weiner,  chmn.-Corp.  &  Republic  Bk^  610 
J.  C.  Keil,  pres.;  vice-chmn. -sub.}  452 

-16 
-20 

0 
0 

1889 
1453 

96 

m 
m 

5.1 

-99.2 

4 

SECURHY  PACIFIC 

10018.4 
17.3 

R.  J.  Ftamson  III,  chmn. 

G.  F.  Moody,  chmn. -exec.  comm. 

1514 
1030 

5 
-1 

542 
0 

5265 
3414 

134 

a 
a 

1 1.6 

18.5 

r 

SUNTRUST  BANKS 

3295.8 
16.1 

R.  Strickland,  chmn.  &  CEO 
J.  R.  Wells  Jr.,  pres. 

525 
512 

2 
2 

373 
217 

2669 
1945 

125 

a 

16.5 

-1.0 

U.  S.  BANCORP 

1672.0 
14.3 

R.  I.  Breeiley,  chmn.  &  CEO 

J.  Green  III,  v-chmn.;  chmn.  &  CEO-sub 

504 
367 

12 
2 

597 
911 

2068 
NA 

171 

a 

NA 

13.0 

17.4 

r 

WELLS  FARGO 

5649.0 
23.4 

C.  E.  ReichardI,  chmn. 
P.  Haien,  pres. 

Restricted  share  rights  granted:  chmn.,  1 5 

1523  14 
1123  19 

000;  pres.,  11,250. 

154 

0 

6364 
3482 

161 

a 
a 

15.8 

77.0 

3 

6  BEVERAGES 

(CONSUMER  PRODUCTS) 

ANHEUSER-BUSCH 

9481.3 
24.7 

A.  A.  Busch  III,  chmn.  &  pres. 
J.  E.  Ritter,  v-p  &  group  exec. 

1464 
767 

-5 
-5 

7397 
3100 

22509 
8553 

155 

[S 

a 

22.8 

16.8 

4' 
! 

COCA-COLA 

8965.8 
36.8 

R.  C.  Goizueta,  chmn.  &  CEO 
D.  R.  Keough,  pres.  &  COO 

2542 
1865 

17 
17 

8173 
4327 

16885 
1 1556 

214 

a 
a 

33.1 

38.3 

4 
4 

COCA-COLA 
ENTERPRISES 

3881.9 
3.7 

B.  G.Dyson,  pres.  &  CEO                         851  -19 
L.  R.Cowart,exec.v-p&CFO                    440  -18 

Restricted  stock  awarded:  pres.,  30,000;  exec,  v-p,  1 5,000. 

0 
0 

4187 
161 1 

113 

m 
m 

6.2 

94.9  [4 

a 

GENERAL  CINEMA 

1991.0 
5.6 

R.  A.  Smith,  chmn.  &  CEO 
R.  J.TorrJr.,  pres.  4  COO 

1051 
963 

-14 
-1 

0 
111 

2999 
4858 

121 

[2] 

a 

NA 

-<58.8  N/ 
N/ 

PEPSICO 

15242.4 
23.2 

D.  W.  Calloway,  chmn.  &  CEO 
M.  H.  Jordan,  pres.  &  CEO-sub. 

1505 
892 

10 
6 

0 
0 

4553 
2889 

256 

m 
m 

23.8 

4.2  a 

m- 

7  BUILDING  MATERIALS  (industrial:  low  tech) 

PPG  INDUSTRIES 

5734.1 
20.4 

V.  A.  Sarni,  chmn.  &  CEO 
E.  B.  Mosier,  group  v-p-sub. 

Shares  earned  under  Incentive  Plan:  chmn 

1095 
474 
.,  6,833;  group 

-3 
10 

v-p,  1,200. 

855 
164 

5780 
2084 

120 

a 
m 

19.9 

27.4  a 

a 

SHERWIN-WILUAMS 

2123.5 
16.3 

J.  G.  Breen,  chmn.  &  CEO 
T.  A.  Commes,  pres.  &  COO 

Shares  of  restricted  stock  granted:  chmn.. 

983 
581 
22,000;  pres.. 

32 
38 
2,000. 

1025 
151 

4459 
1630 

131 

a 
a 

16.7 

-16.4  [ 

[ 

4 

VULCAN  MATERIALS 

1076.2 
20.1 

H.  A.  Sklenar,  pres.  &  CEO 

W.  J.  Grayson  Jr.,  exec  v-p-sub. 

709 
368 

0 

2 

419 

152 

2994 
1508 

152 

m 
a 

20.5 

9.3  a 

a 

8  CHEMICALS 

(INDUSTRIAL:  LOW  TECH) 

AIRPRODUaS& 
CHEMICALS 

2653.8 
13.9 

D.  F.Baker, chmn. &  CEO 

L.  C.  Holt  Jr.,  vice-chmn.  &  CAO 

1019 
714 

2 
-1 

1683 
484 

5434 
4353 

146 

a 

a 

14.9 

NM  a 

a 

AMERICAN 
aANAMID 

4825.0 
12.6 

G.  J.  Sella  Jr.,  chmn.,  pres.  &  CEO 
W.  A.  LIffers,  vice-chmn. 

1063 
521 

-37 
-43 

1095 
594 

5929 
3578 

147 

a 
a 

13.8 

6.9  a 

a 
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The  flood  has  arrived. 
May  we  uiterestyou  ui  anark? 


■V;.' 


i  i 


hi 


You  are  currently  the  target  of 
Dusands  of  pieces  of  information  a 
y.  So  we'll  get  straight  to  the  point. 

You  can  sit  by  and  find  yourself 
jndated  by  all  that.  Or  you  can 
cose  the  perfect  vessel  to  navigate 
Dowjones  News/Retrieval' 

We  Ye  the  only  computer-based 
brmation  service  specifically  de- 
nned to  meet  the  needs  of  people 
business  and  finance. 

And  given  the  business  worlds 
session  with  wanting  everything 
sterday  we  attach  special  urgency 
speed.  Within  seconds,  we  bring 
velopments  from  across  the  coun- 
/and  around  the  world  to  your  com- 
iterThoroughly  researched  news 

wo  Dowjones  &  Company.  Inc  All  righi;,  rcSLTvcd 


of  companies,  industries.government 
actions,  and  markets — including  de- 
tailed data  and  current  stock  quotes 
on  thousands  of  companies. 

We  Ye  also  the  only  information 
service  that  offers  the  full  text  olThe 
Wall  Street Journal"  2in6  Dowjones" 
News  Services — which  can't  get  you 
whatyou  need  yesterday  but  certainly 
gives  you  a  head  start  on  tomorrow. 

But  business  decisions  often 
require  a  perspective  broader  than 
the  present  alone.  So  we  also  provide 
hundreds  of  other  rich  information 
sources:  periodicals,  surveys,  statisti- 
cal abstracts — information  on  practi- 
cally everything  from  acquisitions 
to  Zurich  gold  fixings. 


The  result  is  an  entire,  up-to-the- 
second  business  reference  library 
shrunk  to  the  size  of  a  personal  com- 
puter One  that  gives  you  in  seconds 
what  might  otherwise  take  months 
to  acquire.  And  lets  you  manage  that 
information  instead  of  having  the  in- 
formation manage  you. 

So  the  next  time  you  feel  yourself 
drowning,  reach  forthat  life  preserver 
on  yourdesk  with  all  the  buttonson 
it.  And  call  Dowjones  News/Retrieval 
at  1-800-225-3 1 70,  Ext.  694. 

Dowjones 
News/Retrieval 

The  lifebloodofbusinessr 


800PARM)R& 


Let's  say  you  wanted  to  build 
le  most  reliable  800  network  in 
ie  world.  And  give  it  the  most 
ophisticated  features. 

There  are  only  two  approaches 
D  the  problem. 

You  could  start  with  an  opera- 
on  that  began  over  100  years 
go.  And  upgrade  it  one  part  at  a 
me.  By  adding  digital  switches 
ere,  fiber  optic  lines  there, 
nd  doing  your  best  to  make  this 
luiti-layered  system  work  like 
ne  piece. 

Or  you  could  start  with  a 
lean  sheet  of  paper  And  build 
network  that  actual  ly  is  one 


piece.  That's  exactly  what  we've 
done.  At  US  Sprintf  we  started 
in  1986,  and  built  our  entire 
network  from  the  ground  up. 
With  the  same  equipment  at 
every  location.  And  100%  digital 
fiberoptic  lines.  Nationwide. 

Technically,  we  call  this  ap- 
proach flat  architecture.  But  in 
non-technical  terms,  it  means 
there's  a  lot  less  to  go  wrong. 

With  this  simple  approach 
to  800  service,  we  can  give 
you  enhanced  features  like  call 
allocation,  which  lets  you  route 
calls  based  on  anticipated 
demand.  And  command  routing. 


which  lets  you  react  to  unexpect- 
ed demand  instantly 

So  you  can  make  it  much 
easier  for  customers  to  get  in 
touch  with  you. 

As  new  features  are  developed, 
adding  them  is  a  simple  matter 
of  programming.  Because  of  all 
this,  we  can  give  you  the  most 
sophisticated  800  service  in  the 
world.  And  the  most  reliable. 

So,  if  you  want  an  800  serA/ice 
that  keeps  your  business  in  one 
piece,  just  give  us  a  call. 

1-800-877-2000. 

us  Sprint  Communica'ion:.  Coiripdr^  Limiled  Pannersh.p 


800  NETWORK 


US  Sprint. 

IT'S  A  NEW  WORLD" 


1 

COMPANY 

EXECUTIVE 

1989  COMPENSATION 

1987-89  PAY-PERFORMANCE  ANALYSIS 

1989 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

CHANGE 
FROM 
1988 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE  IN  RATH 
ROE 

% 

ARCO 

2663.0 

ZD.D 

H.  A.  Sorgenti,  pres.  &  CEO 
W.  H.  Magee,  sr.  v-p  &  CFOf 

*lncludes  retirement  payment. 

789 
774* 

4 

33 

r\ 
U 

202e 

2421 
1973 

NA 

NA 
NA 

28  1 

NA 

DOW  £UEMIfAI 

WwV  Vff1ElfllW«L 

31.2 

F.  P.  Popoff,  pres.  &  CEO 

K.  R.  McKennon,  exec,  v-p;  pres. -sub 

963 
683 

-7 
-8 

1278 
2293 

6158 
6070 

197 

m 

S] 

28.7 

DUPONT 

35534.0 

^  o 

\  j.y 

E.  S.  Woolard  Jr.,  chmn. 

E.  P.  Blanchard  Jr.,  vice-chmn. 

1474 
1076 

22 
35 

1  079 

0 

5501 
3854 

160 

m 

S] 

14.3 

36.5 

FREEPORT 

U^UAO  AM 

MCMWKAN 

1958.2 
81.2 

J.  R.  Moffell,  chmn.  &  CEO 
M.  H.  Ward,  pres.  &  COO 

1350 
1125 

-13 
-12 

3930 

10045 
7189 

196 

a 
a 

49.7 

NM 

W.R.  GRACE 

6114.6 
1 4.9 

J.  P.  Grace,  chmn.  &  CEO 
C.  H.  Erhart  Jr.,  pres. 

Shares  of  restricted  stock  awarded:  chmn. 

1530 
850 
,  30, 1 00;  pres 

10 
3 

,  68,100. 

1725 
834 

8592 
3479 

153 

a 
m 

12.3 

NA 

CHEMICAL 

/  yz.o 
20.8 

E.  Kampen,  chmn.,  pres.  &  CEO 
R.  T.  Jeffares,  v-p&CFO 

808 
224 

11 
18 

111 
1  1  1 

169 

2530 
767 

268 

m 

Q] 

18.8 

O/.iJ 

HERCULES 

3091.7 
-5. 1 

D.  S.  Hollingsworth,  chmn.  &  CEO 
F.  L.  Buckner,  pres.  &  COO 

Shores  of  restricted  stock  awarded:  chmn. 

544 
389 
,  2,450;  pres.. 

-11 
-7 
1,500. 

U 

0 

1818 
1262 

89 

m 

Sj 

12.8 

NM 

INTL.  MINERALS 
aWEMICAL 

1 165.8 
9.6 

G.  D.  Kennedy,  chmn.  &  CEO| 

R.  F.  Bentele,  exec,  v-p;  pres. -sub. | 

991 
523 

6 

-19 

611 
0 

6305 
2262 

208 

m 

6.1 

NA 

SI 

m 

MONSANTO 

8681.0 
17.2 

R.  J.  Mahoney,  chmn.  &  CEO 
E.  H.  Harbison  Jr.,  pres.  &  COO 

1317 
900 

-1 1 
-14 

672 

4225 
3751 

163 

m 
a 

14.7 

50.4 

L3 

a 

NAUO  CHEMICAL 

1070.8 
46.6 

W.  H.  Clark,  chmn.,  pres.  &  CEO^ 
D.  E.  Jackson,  exec,  v-p-intl.  ops. 

881 
491 

-1 
-6 

821 
392 

3400 
1898 

195 

[21 

28,9 

198.0 

LL 

m 

ROHM  &  HAAS 

2660.9 
13.5 

J.  L.  Wilson,  chmn.^ 
J.  P.  Mulroney,  pres.| 

Shores  of  restricted  stock  awarded:  chmn. 

678  -14 
598  -15 
,  8,555;  pres.,  5,469. 

51 
37 

2516 
2477 

108 

m 

[31 

17.0 

-2.3 

m 
m 

UNION  CARBIDE 

8744.0 
24.0 

R.  D.  Kennedy,  chmn.,  pres.  &  CEOf 
H.  W.  Lichtenberger,  v-p;  pres. -sub. f 

1410 
926 

1 

10 

0 
0 

6130 

2272 

120 

2 

131 

26.2 

85.9 

m 
m 

9  CONGLOMERATES 

(INDUSTRIAL:  LOW  TECH) 

ALCO  STANDARD 

4197.7 
18.4 

R.  B.  Mundl,  chmn.  &  CEO 
R.  C.  Gozon,  pres.  &  COO 

1  174 
719 

-17 
17 

63 
3 

3945 
1957 

175 

13] 

m 

15.6 

15.0 

m 
m 

ALUED-SIGNAL 

11942.0 
15.5 

E.  L.  HennessyJr.,chmn.&CEO  1675 
A.  Beizer,pres.&COO  1163 
Shares  owarded  under  Stock  Plan:  pres.,  7,010. 

8 
10 

1287 
360 

9466 
5046 

100 

m 

15.4 

-0.9 

a 

GENERAL  ELECTRK 

53884.0 
18.9 

J.  F.Welch  Jr.,  chmn.  &  CEO 

L.  A.  Bossidy,  vice-chmn.  &  exec.  off. 

Shores  of  restricted  stock  granted:  chmn.. 

2649 
1782 
100,000;  vice 

13  917 
12  1011 
chmn.,  65,000. 

18549 
7980 

160 

m 

16.7 

14.3 

[5] 

HOUSEHOLD 
INTERNATIONAL 

3490.1 
17.4 

D.  C.Clark,  chmn.  &  CEO  1160 

E.  P.  Hoffman,  pres.  &  COO  936 

Shares  received  as  bonus  oward:  chmn.,  3,900. 

14 
-36 

0 
54 

7609 
NA 

121 

a 

NA 

17.7 

62.8 

a 

NA 

m 

20054.0 
12.4 

R.  V.  Araskog,  chmn.  &  CEO 
D.  C.  Thomas,  pres.  &  COO 

Shores  of  restricted  stock  awarded:  chmn 

2388 
1570 
,  30,000;  pres 

7 
18 

,7,317. 

1362 
925 

9515 
6366 

118 

12.4 

AO  O 

L5 

a 

PAU 

522.9 
15.6 

0.  B.  Pall,  chmn. 

A.  Krasnoff,  vice-chmn. 

449 
449 

-24 
-24 

0 
81 

1598 
1903 

134 

[JJ 

[3j 

17.1 

—  1  D.o 

To! 

m 

ROCKWEU 
INTERNATIONAL 

12533.7 
17.9 

D.  R.  Beall,  chmn.  &  CEO 

J.  T.  O'Rourke,  exec,  v-p  &  COO 

1361 
881 

10 
64 

0 
0 

8015 
NA 

114 

a 

NA 

19.7 

LU 
NA 

TELEDYNE 

3531.2 
6.5 

G.  A.  Roberts,  pres.  &  CEO 
W.  P.  Rutledge,  exec,  v-p 

819 
491 

-5 
30 

0 
0 

2427 
NA 

118 

\2a 
NA 

14.6 

—55.6 

L4J 
NA 

TENNECO 

14083.0 
17.3 

J.  L.  Ketelsen,  chmn.  &  CEOf 
K.  W.  Reese,  exec,  v-pj 

1636 
1023 

52 
51 

0 
167 

3762 
2568 

187 

m 

3.9 

943.4 

m 

LJJ 

TEXTRON 

7430.5 
10.6 

B.  F.Dolan,  chmn.,  pres.  &CEOt                2317          12  0 
D.  K.  Farrar,  sr.  exec,  v-p-operationstt       1131           5  3440e** 
**lncludes  $3,440,000  lump  sum  payment  reloted  to  controct  termination. 

6895 
6668 

88 

m 
m 

11.1 

-19.7 

m 

[5] 

TRW 

7340.0 
15.0 

J.  T.  Gorman,  chmn.,  pres.  &  CEO 
E.  D.  Dunford,  exec,  v-p 

1060 
572 

30 
19 

183 
0 

3117 
1513 

129 

m 

f2l 

16.2 

-16.9 

L3J 

m 

USX 

18717.0 
16.9 

C.  A.  Corry,  chmn. 

W.  E.  Swoles,  vice-chmn. -energy 

1347 
1134 

36 
11 

0 

647 

3429 
3571 

184 

m 

L^ 

1 1.2 

NA 

m 

WHITMAN 

3985.9 
48.6 

K.  D.  Bays,  chmn.  i  CEO*                          986  -15 
B.  S.  Chelberg,  exec,  v-p                           570  -8 

*Passed  owoy  11/6/89.  **lncludes  value  of  227,000  shores  vested 

8479e** 

942e 
upon  deoth 

12393 
4656 

137 

EH 

28.3 

NA 

m 

10  CONTAINERS  & 

PACKAGING   (INDUSTRIAL:  LOW  TECH) 

CROWN  CORK 
&SEAL 

1909.8 
11.6 

J.  F.  Connelly,  chmn. 
W.  J.  Avery,  pres.  &  CEO 

403 
352 

-12 
0 

0 

1830 

1075 
4669 

155 

m 
a 

13.2 

-15.7 

m 
a 

GREAT  NORTHERN 
NEKOOSA 

3863.1 
17.8 

W.  R.  Laidig,  chmn.,  pres.  &  CEO 
J.  G.  Crump  Jr.,  exec,  v-p  &  COO 

801 
445 

13 
8 

0 
44 

2581 
1297 

201 

m 
m 

18.8 

120.1 

m 
m 

SONOCO 
PRODUaS 

1655.8 
20.2 

C.  W.  Coker,  pres. 

T.  C.  Coxe  III,  exec,  v-p 

790 
459 

-6 
-3 

388 
0 

3403 
1364 

205 

m 
m 

19.2 

23.3 

m 
m 

TEMPLE-INLAND 

2071.5 
16.4 

C.  J.  Grum,  pres.  &  CEO 

W.  W.  McDonald,  exec,  v-p  &  CFO 

821 
532 

2 
3 

516 
385 

7592 
2728 

158 

a 
m 

16.6 

89.0 

a 

m 
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® 


J$  in  all  the  right  spots. 


J&B  Scotch  Whisky.  Blended  and  bottled  in  Scotland  by  Justerini  &  Brooks,  fine  wine  and  spirit  merchants  since  1749. 
To  send  a  gift  of  J&B  anywhere  in  the  U.S..  call  1-800-528-6148.  Void  where  prohibited. 

J&B  Blended  Scotch  Whisky,  43%  Ale- by\tol.Jmpor1ed  by  The  Pcxidingloo  Co(pOfOlion,  K 


SIEMENS 


1908.  That  was  then. 


One  of  the  favorites  in  the  The  Great  NeA  rc-r-  ^aris  Race  was  a  motor  car  named 
Protos.  It  was  built  by  a  company  named  Siemens. 


®  Siemens  Corporation  1990 


1990.  This  is  now. 


Today  Siemens  builds  almost  everything  for  an  automobile  except  the  automobile  itself. 
We  supply  22  of  the  world's  major  car  makers  with  over  700  systems  and  products, 
from  fuel  injectors  and  microprocessors  to  halogen  headlamps.  Those  products  are  only 
some  of  the  many  precision  technologies  made  by  the  10,000  Siemens  people  working  at 
50  U.S.  manufacturing  sites.  In  fact,  with  35,000  men  and  women  working  nationwide, 
Siemens  remains  determined  to  continue  as  a  leader  in  the  kind  of  thinking  that  produces 
innovative  technology  for  everyone.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003A,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Grapfiic  Systems 
Information  Systems      Ligtiting  Systems      Medical  Systems      Power  Generation  Telecommunications 


COMPANY 

EXECUTIVE 

1989  COMPENSATION 

1987-89  PAY-PERFORMANCE  ANALYSIS  t 

1989 

TOTAL  ANNUAL  COMP, 

LONG- 

PAYVS 

SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT  \ 

SALES:  S  MILLIONS 

ROE: 

SALARY 
8.  BONUS 
SOOO 

, CHANGE 
FROM 
1988 

TERM 
COMP. 
$000 

TOTAL 
COMP 

$000 

S  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

CHANGE  IN  RA* 

1 1  DRUGS  (CONSUMER 

PRODUCTS) 

ABBOn 
LABORATORIES 

5379.8 
31.5 

R.  A.  Schoellhorn,  chmn.  &  CEO| 
D.  I.  Burnham,  vice-chmn.  &  CFOf 

Shores  granfed  b/  restricted  stock  award 

1608  -16 
850  8 

chmn.,  30,000;  vice-chmn. 

2363 
431 
15,000. 

10583 
2760 

157 

m 

30.8 

3.8  [ 

[ 

AMERICAN  HOME 
PRODUaS 

6747.0 
55.9 

J.  R.  Stafford,  chmn.,  pres.  &  CEO 
B.  Conavan,  exec,  v-p 

1580 
800 

10 
13 

2105 
1238 

6960 
3323 

154 

3 

40.2 

71.0  [ 

BAUSCH&LOMB 

1220.3 
16.0 

D.  E.Gill,  chmn.  &  CEO 

T.  C.  McDermott,  pres.  &  COO 

Shares  aworded  under  L*T  Inc.  Plans:  chm 

1273 
712 
n.,  8,303;  pres 

37 
22 

,4,754. 

1 447 

504 

5891 
3651 

174 

T 

15.5 

5.3  [ 

[ 

BAXTIR 

INTERNATIONAL 

7399.0 
1 1.4 

V.  R.LoucksJr.,chmn.&CEO 
W.  H.  Gantz,  pres. 

1461 
933 

46 
47 

903e 
640e 

5145 
3297 

138 

T 
lU 

10.4 

134.8  [ 

[ 

BEOON, 
DKKINSON 

1834.1 
14.6 

R.  V.  Gilmariin,  pres.  &  CEO 
W.  J.Howe,chmn.&CEOt 

585 
568 

28 
-59 

116 
791 

3134 
7740 

129 

m 
m 

15.5 

5.2  [ 

[ 

BRISTOL-MYERS 
SQUIBB 

9189.0 
14.7 

R.  I.  Gelb.chmn. 

W.  R.  Miller,  vice-chmn. 

Shares  of  restricted  stock  awarded:  chmn 

1688 
989 

,  200,000, 

14 
8 

1788 
2449 

18816 
8693 

148 

a 

j4' 

20.0 

-29.3  [ 

[ 

JOHNSON  & 
JOHNSON 

9757.0 
26.1 

R.  S.  Lorsen.chmn.  &CEOt                       847  33 
R.  E.Compbell,  vice-chmn. 1                       783  17 

Shares  issued  under  Stock  Compensation  Plan:  chmn.,  4,050;  vice-ch 

269 
127 

-nn.,  3,000. 

NA 
2898 

190 

NA 
2 

25.9 

123.6  h 

r 
L 

EUUUY 

4175.6 
25.0 

R.  D.  Wood,  chmn.,  pres.  &  CEO 
E.  L.  Step,  exec,  v-p;  pres. -sub. 

1355 
736 

18 
13 

1261 
1131 

8190 
4552 

1 94 

T 

20  7 

99  7  r 

G 

MARION  MERRELL 
DOW 

1077.8 
4.7 

F.  W.  l.yonsJr.,pres.&CEO 
E.  M.  Kouffman,  chmn. 

1000 
930 

22 
20 

0 
0 

2692 
2562 

1 48 

25  3 

—82  3  [] 

[ 

MERCK 

6550.5 
42.5 

P.  R.  Vogelos,  chmn.,  pres.  SCEOi 
J.  E.  Lyons,  vice-chmn. ^ 

2340 
1377 

46 
52 

4423 
3150 

15029 
1 1722 

1 97 

42  5 

61  5  L 

G 

PFIZER 

5671.5 
15.0 

E.  T.  Pratt  Jr.,  chmn.  &  CEO 
G.  0.  Laubach,  pres. 

1435 
1076 

5 
5 

480 
3343 

11730 
10518 

124 

T 
5 

17.1 

-22.3  L 

SCHERING-PLOUGH 

3157.9 
24.1 

R.  P.  Luciano,  chmn.  &  CEO:( 
R.  J.  Kogan,  pres.  &  COOt 

1515 
984 

13 
12 

1030e 
442e 

91 12 
5299 

227 

T 

2_ 

23.1 

32.3  G 

SYNTEX 

1402.0 
43.9 

A.  Bowers,  chmn.  &  CEO 

J.  H.  Fried,  vice-chmn:  pres. -Research 

1124 
594 

3 
14 

825 
602 

1 1258 

186 

[4] 

[31 

41.5 

55.0  G 

UPJOHN 

2916.2 
17.9 

T.  Cooper,  chmn.,  pres.  &  CEO  1187 
L.  C.  Hoff,  pres.  &  COOf  922 

Shares  released  from  restrictions  under  agreement:  chmn 

18  644 
11  1209 
.,9,000;  pres.,  9,000. 

4811 
5133 

131 

ll 
'A. 

18.5 

4.2  G 

WARNER- 
LAMBERT 

4195.8 
36.5 

J.  D.Williams,  chmn.  &  CEO 
M.  R.  Goodes,  pres.  &  COO 

Shares  of  restricted  stock  granted:  chmn.. 

1505 
1004 
20,000;  pres.. 

15 
13 

10,000. 

330 
255 

9316 
5764 

208 

m 

34.8 

7.1  L! 

12  ELECTRICAL,  ELECTRONICS  (industrial  high 

TECH) 

AMP 

2796.6 
17.3 

W.  F.Roab,  chmn.  i  CEO* 
H.  A.  Mclnnes,  chmn.  &  CEO 

*Retired  1/1/90. 

654 
470 

7 
10 

92 
57 

2601 
2037 

132 

T 

18.9 

19.3  G 

COOPER  INDUSTRIES 

5129.4 
9.8 

R.  Cizik,  chmn.  &  pres. 
A.  E.  Riedel,  sr.  v-p-admin. 

1256 
652 

2 
1 

2720e 
1280e 

8286 
3953 

207 

T 
3 

11.1 

h 
li 

EMERSON  ELECTRIC 

6997.6 
18.8 

C.  F.  Knight,  chmn.  &  CEO 
J.  F.  Hardymon,  pres.  &  COO' 

•Resigned  1  1/29/89. 

1777 
800 

6 

23 

0 
0 

5614 
2254 

151 

2 , 

18.3 

9.2  G 

p 
U 

HARRIS 

2776.3 
11.8 

J.  T.  Hartley,  chmn.,  pres.  &  CEO 
J.  E.  Cornell,  sr.  v-p-sector  exec. 

1076 
433 

9 
6 

0 
0 

2879 
1 195 

m 

y  .u 

77  7  G 

INTEL 

3126.8 
15.3 

A.  S.  Grove,  pres.  &  CEO 
G.  E.  Moore,  chmn. 

674 
619 

-1 
-4 

0 
0 

7119 
1925 

246 

m 

!  1  i 

16.9 

NA  G 

LinON  INDUSTRIES 

5073.2 
13.6 

0.  L.Hoch,  chmn.  S  CEO 

J.  T.  Casey,  vice-chmn.  &  CFO 

1110 
713 

1 1 
9 

81 
0 

6551 
1904 

104 

Lii 

13.6 

96.8  3 

MOTOROLA 

9620.0 
13.1 

W.  J.  Weisi,  vice-chmn.  &  off.  of  Brd.f 
G.  M.  C.  Fisher,  pres.  &  CEO 

846 
777 

3 
18 

0 
0 

4197 
2135 

170 

T 

2 

12.2 

85.9  [3 

NATIONAL  SERVICE 
INDUSTRIES 

1567.9 
15.3 

S.  Kirschner,  pres.  &  CEO  729 
E.  Zaban,chmn.  625 

Restricted  performance  shares  granted:  pres.,  40,41 4, 

27 
3 

0 
0 

1  /OtJ 

1809 

136 

T 

_2 

15.2 

-0.7  [2 

TEXAS 

INSTRUMENTS 

6521.9 
12.9 

J.  R.  Junkins,  chmn.,  pres.  &  CEO 
W.  P.  Weber,  exec,  v-p 

702 
429 

-12 
-5 

125 
95 

3223 
1565 

97 

T 

_3. 

15.4 

682.7  [2 

WESTINGHOUSE 
ELECTRK 

12844.0 
21.0 

J.  C.  Marous,  chmn.  &  CEO 
P.  E.  Lego,  pres.  &  COO 

1808 
1404 

28 
27 

1316 
1057 

6688 
5206 

143 

T 
T 

21.1 

-5.6  3 
i4 

13  FOOD  PROCESSING  (consumer  products) 

ARCHER  DANIELS 
MIDLAND 

7745.2 
14.4 

D.  0.  Andreas,  chmn.  &  CEO 
J.  R.Randall, pres. 

1338 
892 

21 
23 

128 
186 

3546 
2530 

220 

T 

13.0 

25.1  [2 

a 

BORDEN 

7593.4 
-3.7 

R.  J.  Ventres,  chmn.&CEOJ 

A.  S.  O'Amato,  exec,  v-p  &  pres. -sub. 

1491 
631 

6 
6 

0 
0 

4698 
2862 

156 

m 

9.8 

NM  \S 

[5 

CAMPBEUSOUP 

6002.7 
1.9 

R.  G.McGovern,  pres.  &  CEO  878 
H.  M.  Baum,  sr.  v-p  &  pres.-USA  Div.            5 1 3 

Shares  of  restricted  stock  granted:  pres.,  28,000;  sr.  v-p. 

6 
7 

22,200. 

406 
77 

3213 
1640 

214 

3] 

9.6 

-86.8  g 

[5 

CONAGRA 

13557.1 
21.4 

C.  M.Harper,  chmn.  &  CEO  1444 
P.  B.  Fletcher,  pres.  &  COO-sub.  400 

Shares  of  restricted  stock  issued:  chmn.,  1 00,000. 

10 

-7 

2627 
952 

9682 
3502 

157 

T 

3] 

20.3 

4.7  5 

2 
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WE  MAY  FLY  THE  WORLD'S  YOUNGEST, 
MOST  MODERN  FLEET  TO  57  CITIES  ACROSS 
FIVE  CONTINENTS. 

BUT  WHERE  IN  THE  WORLD 
WOULD  WE  BE  WITHOUT  HER? 


ingapore  Airlines  flies  the  world's  youngest,  most  modern  fleet  to  all  four  corners  of  the 
arth.  Enjoy  inflight  service  even  other  airlines  talk  about.  SinGAPORE  AIRLIHES 

A  great  way  to  fly 


Where  wc  come  fom, 

1 


* 


UNUM  Life  Insurance  Company,  Portland,  ME  04122  (Pension  products  available  only  through  this  company. )  UNUM  Life  Insurance  Company  of  America, 


lization  is  a  way  of  life. 


We're  the  nation's  leader  in  group  Long  Term  Disability  insurance*  and  a  top  provider  of  Individual 
Usability  protection. 

But  we  never  forget  we're  from  Maine. 

You  see,  the  need  to  be  focused  has  always  been  important  to  the  way  of  life  here.  As  a  result,  we  concentrate 
n  only  one  thing -developing  income  protection  plans  which  are  truly  innovative  and  responsive. 

And  by  doing  this,  we  enable  you  to  offer  your  employees  disability,  group  life,  retirement  and  flexible  bene- 
it  programs  that  are  specifically  designed  to  meet  their  needs  better. 

We're  UNUM.  Ask  your  insurance  professional  about  our  special  capabilities.  Or  call  us  at  1-800-634-8026 
in  Maine  1-800-356-8111).  And  then  you'll  see  why  our  name  means  number  one  M MMKM MM£B 

1  income  protection.  f  ^  mMmmmJftwm® 

Our  name  means  number  one. 


Es  except  NY.)  First  UNUM  Life  Insurance  Company,  Tarrytown,  NY  10591  (New  York  State  only.)      *Employee  Benefit  Plan  Review.  April  1988 


tUTIVE— W^nryi 

COMPANY 

EXECUTIVE 

1989  COMPENSATION 

1987- 

89  PAY- 

PERFORMANCE  ANALYSIS  ^ 

198? 

lONiG- 

PAV  VS.  5 

-ASEnOLDES  iiri^SN 

?AV  .  5 

cc-:fA-E:=;  =  - 

EOt.  S 

&  BONUS 
SODD 

TER,w. 

:omp. 
soo: 

TOTA: 

COmp 
SOOC 

S  .i-.E 

rat.ng 

itOE 

ROE 

CPC  INTERNATIONAL 

5103.1 
32.2 

J.  R.  Eiszner.  chrtin.  &  CEO 
R.  W.  Siebrosse  vice-chmn. 

1330 
577 

13 

928 

5996 
2754 

198 

T 

2_ 

29.7 

40.4 

GENERAL  MILLS 

6013.5 
42.0 

H.  B.  Afwoter  Jr.  chmn.  &  CEO 

F.  CBIodgefl  vice-chmn.  CFO  &  CAO 

1431 
1069 

"  290e 

7'70 
4365 

180 

T 

_3 

42.0 

38.2 

H.i.HBNZ 

6021.7 
27.4 

A.  J.  F.  O'Reilly,  chmn.,  pres.  &  CEO 
J.  J-  B'&Qd Q n 0 V 1  ch .  v-chmn.  &  sr.  v-p 

^  -29 
533 

3 
-6 

162S 

10152 
3900 

183 

T 

3_ 

25.5 

12.6 

HERSHEY  FOODS 

2421.0 
15.3 

R.  A.  Zimmerman-  chmn.  &  CEO 
K.  L  Wolfe,  pres.  i  COO 

805 
571 

10 
14 

376 
248 

3376 
2290 

154 

T 

_2_ 

15.8 

-16.0 

HORMEL 

2409.8 
15.0 

R.  L.  Knowlton,  chmn.,  pres.  &  CEO 
W.  R,  Hunter,  exec,  v-p 

1044         16  0 
467           4  0 

1 4,250;  exec  v-p,  1 ,000. 

2741 
1299 

204 

T 
J_ 

13.9 

30.8 

KEliOGC 

i651.7 
25.8 

W.  E.  LaMothe  chmn.  pres.  i  CEO 
A.  G.  Langbo  exec,  v-p:  pres. -sub. 

1070 
471 

-18 
6 

782e 
116 

5057 
1655 

139 

"T 

30-3 

-27,2 

PKIUP  MORRtS 

3901 1.0 
30.8 

H.  Moxwell.  chmn.  &  CEO                        1877         13         2805            10695          249  2_ 
J.  M.  Richmon,  v-chmn.;  chmn. -sub. 't         1648         NA         9000e               NA  NA 

'  "CiLSe;  1 99,00C  sKcres  Tor  emprcyment  ogreement  ond  retirement.  Shares  of  restricted  stock  owarcied:  chmn,,  40,0CX); 

28.2  17.8 
vice-chmn.,  20,000. 

PtONEER  HI-BRED 
INTERNATIONAL 

T.  N.  Urban,  chmn.  &  pres,;                        459  20 
D.  N.  Duvick,  sr.  v-p-reseorch:                    330  46 

S^crei  cf  res^'cTec  STOCK  gran'ec:  chmn.,  4,136;  sr.  v-p,  2,030. 

0 

0 

1143 
729 

160 

J_ 

11.1 

-11.8 

OUAKER  OATS 

'  y.  S 

W.  D.  Smithburg,  chmn.  &  CEO 
F.  J.  Morgon,  pres.  &  COO 

1282 
886 

8 
6 

1 523e 
36S9e 

7779 
1 0299 

153 

_5_ 

19.1 

-4.4 

RALSTON  PURINA 

6858.4 
35.1 

W.  P.  Stiriti,  chmn.,  pres.  i  CEO 
W.  H,  Locey,  v-p;  chmn.  &  CEO-sub. 

1064 

385 

1 

3790 
2  99 " 

192B2 

1  24 

^1-0 

32.8 

SARA  LEE 

"  1746.C 
"9.5 

J.  H.  Bryan,  chmn. 
P.  Fulton,  pres. 

1392 
91 1 

31 

"35" 

"464= 

209 

T 

T 

19.4 

2.8 

SYSCO 

7325.9 
16.9 

J.  F.  Woodhouse  chmn.  &  CEO 
B.  M.  Lindig,  pres.  i  COO 

'083 
9 ",  S 

1 6 

J 

;  '  -g 

2  "1  4 

T 
T 

15.1 

15.2 

- 

TYSON  FOODS 

2936.6 
21.9 

D.  Tyson,  chmn,  &  CEO 
L  Tollen,  pres.  &  COO 

356G 
1125 

39 

0 

9572 
2737 

138 

T 

3^ 

23.6 

-11.3 

WM.WRIGLEYffi 

992.9 
30.9 

W.  Wrigley.  pres.  i  CEO 
R.  D.  Ewers,  exec  v-p 

679 
440 

2. 605:  exec. 

1 " 
9 

845 
-- 

2.19 

27,8 

68,5 

14  FOOD  &  LODGING 

(SERVICE! 

HILTON  HOTELS 

954.1 
12.5 

B.  Hilton,  chmn.  pres.  &  CEO 

C  T.  MoMek,  exec,  v-p-ops.;  pres.-sub. 

967 
571 

1 

14 

0 
62 

"669 

25a 

-9-9 

MARRIOn 

7536.0 
28.8 

J.  W.Morriott  Jr.,  chmn.,pres.&CEO          1013           1  0 
F.  W.  Cash,  exec  v-p                              735          3  3144 

S--cre£  »e£Tec  ^ncer  deferred  stock  incentrve  plan:  chmn.,  216;  exec  v-p  2,51 6. 

2997 
6493 

1 17 

T 

_4. 

29.7 

49.0 

MCDONALD'S 

6065.6 
19.8 

F.  L.  Turner,  sr.  chmn. 

M.  R.  Quinlon,  chmn.  &  CEO 

U38 

1005 

150 
12 

0 
108 

4158 
5466 

~ 

T 

"9.2 

1.6 

15  GENERAL  &  SPECIAL  MACHINERY         s  R 

,A.:  .0''>V 

CATERPIIIAR 

11126.C 

11.1 

G.  A,  Schoefer,  chmn. 

D.  V.  Fifes  exec,  v-p  &  pres. 

394 

520 

35 
33 

519 
351 

3069 
1585 

150 

2 

_2_ 

11.7 

360.3 

— 

DEERE 

7407.7 

R.  A.  Honson,  chmn.; 

H.  W.  Becherer,  pres,  &  CEO: 

~i9 

3£ 

732 
205 

4599 
2320 

280 

T 
_L 

7.0 

N  A 

DOVER 

212C.4 
19.3 

G.  L.  Roubos  pres. 

J.  B.  Apple,  v-p:  pres.-sub. 

:^25 

535 

-22 
-19 

387 
366 

3610 
20i3 

170 

T 

7_ 

"8-5 

tNGERSOli-RAND 

3447.^ 

T.  H.  Black,  chmn.  &  pres. 

C  H.  Folley.  vice-chmn.  &  CFO 

"094 
809 

40 

'  5 

496 
1052 

NA 

3682 

240 

NA 

T 

1 1.8 

57.S 

NA 

SNAP-ON  TOOLS 

890.8 
18.3 

M.  F.  Gregory,  pres.  &  CEO 
M.  G.  HasseM,  exec  v-p' 

'?e-  rea  "  ,-'90. 

548 
326 

-2 
-1 

0 
0 

1572 
1168 

137 

T 
JL 

20.0 

6.9 

— 

STANLEY  WORKS 

1971.5 
17.5 

R.  H.Ayers,  chmn..  pres.  &  CEO                   793  37 
R.  G.  Widham,  group  v-p                          399  23 

5"2-e£  iSLe2  jrce-      Stock  Incenrlve  Pkaru  chmn.,  3,509;  group  > 

Q 

-p,  1 ,546. 

T 

T 

15-9 

24.6 

T 

TYCO 
.  LABORATORIES 

2100.1 
19.2 

J.  F.  Fort,  chmn.,  pres.  &  CEO 

LD.  Kozlowski  pres. -Grinnell  Corp. 

1170 

30 

2670 

"068 

9965 

SA 

25" 

20-1 

2.3 

NA 

16  INSTRUMENTS  (indus-r  a.:    c-  -£Cr-, 

HONEYWEU 

6058.6 
28.7 

J.  J.Renier,chmn.&CEO                         1366        138  748 
M.  R.  Bonsignore,  pres.-inH.                      619         61  171 

Srcres  o.*  cTce-c  --de-  -c-^g-Rcjnge  Stcxi  Incentive  Pkm;  pres.,  1,437. 

3720 

NA 

158 

T 

NA 

5.0 

N  V 

N  - 

MHNSOK 
CONTROU 

3894.0 
9.0 

J.  H.Keyes,pres.iCEO: 
J.  W.  Lewis,  v-p: 

749 

352 

5 
5 

740 

70 

7747 

10.7 

-16.8 

.SA 

17  LEISv  i?E  TIME  INDUSTRIES    co^suvER  PRODuas 

CARNIVAL 
OmtSE  LINES 

1147.7 

21.7 

A.  K.  Lantermon,  pres.  &  CEO-sub. 
M.  Arison,  pres.  &  CEO 

807 
650 

NA 

18 

0 
0 

N  A 

"730 

N  A 

SA 
NA 

23,9 

-53.9 

NA 

T 

WALTDtSNEY 
1  EASTMAN  KODAK 

4838.5 

22.8 

M.  D.  Eisner,  chmn.  &  CEO 

F.  G.Wells,  pres.  &  COO 

G.  L  Wilson,  exec  v-p  &  CFO 

9589 
4820 
25O0 

28 
28 
39 

0 

46126 
47488 

56413 
8647C 
64029 

262 

NA 

22.0 

30.5 

T 

5_ 
NA 

1 

18398.0 
8.0 

C  H.  Chandler,  CEO 

K,  R.  Whitmore,  prei.  &  exec  off. 

1379 
1067 

10 
10 

109 
0 

3808 
2819 

102 

T 

"6." 

36.0 

T 

3_ 
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So  how  did  the  i.K.S.  like  your  new  office  furniture? 


.R.S.,  CPA.,  C.F.O.  The  way  to 
mpress  the  people  with  letters  is  with 
he  right  numbers.  When  it  comes  to 
)ffice  furniture,  Aaron  Rents  &  Sells 
las  the  right  numbers. 

Start  with  this  one:  three.  Every  one 
)f  our  price  tags  displays  three  options. 

One.  You  can  purchase  the  furniture 
)utright  at  a  better-than-competitive 


price.  We  offer  famous  brands,  and  we 
also  manufacture  our  own. 

Two.  You  can  rent  it.  We're  America's 
furniture  rental  leader.  There  are  many, 
many  advantages  to  rental.  Talk  to  one 
of  those  lettered  people  about  it. 

Three.  You  can  take  advantage  of 
the  new  Aaron  Rent-To-Own  Program. 
It's  like  buying  your  office  fumiture- 


without  a  down  payment. 

Here's  another  number 
you'll  like:  24.  Your  new 
office  furniture  will  be  dc 
livered  and  ready  for 
business  within 
24  hours. 

Call  us.  ,„ 
A.S.A.P 


CaU  1-800-545-8014 
For  Our  Free  Brochure 
And  For  The  Location 
Of  The  Nearest  Showroom. 


Because  Everybody  Shouldnt  Buy,  Aaron  Rents  &  Sells 

Office  &  Residential  Furniture 


3:42  a.m.  You're  sleeping.  Suddenly,  your  phone 
line  goes  dead.  Could  be  a  frayed  cable.  Or  even  a 
curious  squirrel. 

Chances  are,  if  youVe  a  GTE  customer,  it  won't  be 
broken  long  enough  for  you  to  find  out.  Because  our 


4-Tel  computer  monitoring  system  is  already  idei 
lying  the  problem  by  remote  control,  or  dispatchi 
a  GTE  technician  to  the  actual  site  of  the  break. 

In  other  words,  we're  H.xing  the  problem  befo' 
it  becomes  a  problem. 


0  you'll  always  get  a  dial  tone  the  first  time  you 

1  up  the  receiver.  And  a  ring  each  time  someone 
>  to  call.  Any  time  of  day.  Or  night. 

)f  course  you  might  take  all  this  for  granted 
ady.  After  all,  we're  always  trying  to  get  people 


not  to  notice  us.  You  see  at  GTE,  it's  not  just  com- 
munications we  offer,  it's  solutions.  And  just 
because  there's  a  break  in  your  phone  line  doesn't 
mean  you  have  to  hear  about  it. 


THE  POWER  IS  ON 


COMPANY 


EXECUTIVE 


1989 


SALES:  $  MILLIONS 
ROE:  % 


l»89  COMPENSATION 

TOTAL  ANNUAL  COMP.  LONG- 
CHANGE  ''ERW 
FROM  COMP. 
1988  5000 


1987-89  PAY-PERFORMANCE  ANAIYSI! 

PAY  VS.  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROH' 


SAURY 
&  BONUS 


TOTAL 
COMP 
$000 


$  VALUE 
OF $100 
INVESTED 


ROE 

% 


CHANGE  IN  R 
ROE 


MCA 


3272.3 
13.2 


S.  J.  Sheinberg,  pres.  &  COOf 
T.  P.  Pollock,  exec,  v-pf 


729 
627 


25 

-1 


7176 
5693 


T6368 
9677 


168 


[4] 

a 


10.6  34.1 


PARAMOUNT 
COMMUNICATIONS 

3463.1 
0.6 

M.  S.  Davis,  chmn.  &CEO 

D.  Oresman,  exec,  v-p  &  gen.  couns. 

4095 
1313 

1 1 
21 

7540 
371 

31135 
4508 

166 

[5] 

m 

1 1.5 

-95.4 

POLAROID 

1904.7 
75.9 

1.  M.  Booth,  pres.&CEOf 
W.  J.  McCune  Jr.,  chmn4 

392 
273 

-7 
-7 

245 
168 

1997 
1207 

143 

28.2 

629.8 

18  METALS  &  MINING  (resources) 

ALUMINUM  CO. 
OF  AMERICA 

10910.0 
18.1 

P.  H.  O'Neill,  chmn.  &  CEO 
C.  F.  Fetterolf,  pres.  &  COO 

1307 
988 

17 
11 

0 
0 

2984 
3653 

237 

m 

14.2 

153.3 

AMAX 

3892.0 
17.6 

A.  Born,  chmn.,  pres.  &  CEO 
P.  E.  Drack,  pres.-Alumax 

1 185 
719 

-7 
18 

0 

482 

3427 
NA 

196 

NA 

22.2 

NA 

HOMESTAKE 
MINING 

397.8 
2.2 

H.  M.  Conger,  chmn. 
D.  K.  Fagin,  pres. 

618 
469 

2 
-4 

352 
0 

2638 
1440 

155 

m 

10.5 

-46.2 

NEWMONT 
GOLD 

559.2 
26.7 

T.  P.  Philip,  pres.  &  COO*  386 
G.  R.Parker,  chmn.  &  CEO*  345 

*Also  serves  as  executive  officer  at  Newmont  Mining  Co. 

7 

-59 

0 
0 

NA 
NA 

296 

NA 
NA 

29.7 

-86.3 

NEWMONT  MINING 

582.1 
NA 

G.  R.  Porker,  chmn.,  pres.  &  CEO*  897 
R.  B.  Leather,  vice-chmn.*  570 

*A!so  serves  as  executive  officer  at  Newmont  Gold  Co. 

-9 
-15 

0 

314 

3503 
2242 

268 

m 

NA 

NA 

PHELPS  DODGE 

2699.6 
19.7 

D.C.Yearley,  chmn.  &  CEO  836 
L.  R.  Judd,  pres.  &  COO  716 

Shares  of  restricted  stock  awarded  (subject  to  shareholde 

-2 
23 
r  approval 

982  2948 
732  2600 
.  chmn.,  2,400;  pres.,  2,000. 

352 

T 

20.2 

466.1 

REYNOLDS  METALS 

6143.1 
19.8 

W.  O.  Bourke,  chmn.  &  CEO 
R.  G.  Holder,  pres.  &  COO 

1775 
1160 

71 
51 

416 
0 

5362 
3320 

284 

[3] 

Si 

18.6 

1648 

19  MISCELLANEOUS  MANUFACTURING  (industrial  low 

TECH) 

 - 

AVERY 

INTERNATIONAL 

1732.4 
16.1 

C.  D.Miller,  chmn.  &  CEO 
R.  J.  Pearson,  pres.  &  COO 

1004 
667 

12 
1 1 

1064 
147 

4542 
2308 

164 

m 

12.9 

15.6 

CORNING 

2439.2 
15.1 

J.  R.  Houghton,  chmn. 
R.  Dulude,  group  pres. 

Shares  of  restricted  stock  awarded:  chmn 

925          5  0 
514           0  124e 
,  38,566;  group  pres.,  29,364. 

3101 
1995 

167 

m 

15.4 

26.1 

HILLENBRAND 
INDUSTRIES 

1113.4 
18.3 

W.  A.  Hillenbrand,  pres.  &  CEO  778 
L.  M.  Smith,  sr.  exec,  v-p  629 

Performance  shares  awarded:  pres.,  7,448;  sr.  exec,  v.-p. 

14 
9 

6,342. 

0 
0 

2382 
1990 

193 

a 

[2] 

18.8 

5.1 

lUINOISTOOL 
WORKS 

2172.7 
18.8 

J.  D.Nichols,  chmn.  &  CEO  753 
H.  B.  Smith  Jr.,  chmn. -exec.  comm.  414 

Phantom  stock  units  vested:  chmn.,  1  6,000. 

5 
11 

0 
0 

2075 
3248 

178 

iii 

18.4 

12.6 

MINNESOTA  MINING 
&MFG. 

1 1990.0 
23.1 

A.  F.  Jocobson,  chmn.  &  CEO 
M.  J.  Monteiro,  exec,  v-p 

Shares  of  restricted  stock  granted:  chmn.. 

1  179 
627 
5,659;  exec,  v- 

9 
9 

D,  4,955. 

1057 
576 

4947 
3343 

148 

m 
m 

20.7 

32.5 

PARKER-HANNIFIN 

2478.9 
1 1.5 

P.  G.  Schloemer,  pres.  &  CEO 
P.  S.  Parker,  chmn. 

889 
584 

16 
12 

0 
0 

3587 
4674 

108 

? 

11.8 

-12.2 

RUBBERMAID 

1343.9 
19.5 

S.  C.  Gault,  chmn.  &  CEO 

W.  W.  Williams,  pres.  &  COO 

889 

685 

0 
5 

1007e 
404e 

3888 
NA 

156 

T 

NA 

19.4 

-0.2 

A 

20  NATURAL  RESOURCES  (FUEL)  (resources) 

AMERADA  HESS 

5588.9 
18.6 

B.T.Deverin,  exec,  v-p                           1300*        86  0 
R.  F.  Wright,  pres.  a  COO                          675        -13  0 

^Includes  special  cosh  bonus  of  $700,000  for  certain  trading  activities  of  Corp. 

2560 
2050 

212 

m 

Ej 

11.6 

NA 

AMOCO 

23966.0 
11.8 

R.  M.  Morrow,  chmn. 
J.  W.  Cozad,  vice-chmn.* 

'Retired  1/1/90. 

1559 
1074 

22 
7 

553 
1317 

6281 
5222 

184 

12.8 

78.4 

ANADARKO 

330.2 
9.7 

R.  J.  Allison  Jr.,  chmn.  &  CEO 
J.  T.  Rodgers,  pres.  &  COO 

954 
632 

21 
18 

403 
818 

3060 
2573 

189 

m 

[3] 

6.9 

314.8 

ASHLAND  OIL 

8094.6 
1.1 

J.R.Hall,  chmn.  &  CEO 
C.  J.  Luellen,  pres.  &  COO 

937 
668 

-6 
-5 

691 
421 

6649 
3983 

153 

a 
a 

10.0 

-94.6 

ATLANTIC  RKHFIELO 

15351.0 
29.7 

L.  M.Cook, chmn. &CEOt 
R.  E.Wycoff,  pres.&COOt 

1916 
1236 

18 
17 

349 
467 

5734 
3980 

206 

[Si 

a 

25.2 

156.0 

BURUNGTON 
RESOURCES 

1711.8 
4.4 

T.H.O'Leary,  pres.  &  CEO 
T.  H.  Petty,  vice-chmn. 

1050 
950 

NA 
NA 

0 
0 

NA 
NA 

NA 

NA 
NA 

NA 

NA 

CHEVRON 

29443.0 
1.8 

K.  T.Derr,chmn.  948 
J.  D.  Bonney,  vice-chmn.  633 

Shares  of  restricted  stock  granted:  chmn.,  9,000. 

17 
16 

193e 
141e 

3053 
2090 

166 

m 
m 

6.7 

-61.1 

COASTAL 

t;271.0 
9.9 

0.  S.  Wyotf  Jr.,chmn. 
J.  R.  Paul,  pres.  &  CEO 

1204 
910 

21 
29 

0 
14 

3061 
4147 

218 

n 

11.0 

103.9 

EXXON 

86656.0 
10.1 

L.  G.  Rowl,  chmn. 
I.  R.  Raymond,  pres. 

1385 
909 

2 
5 

0 

367 

8203 
NA 

161 

a 

NA 

13.7 

-39.9 

KERR-McGEE 

3087.0 
8.5 

F.  A.  McPherson,  chmn.  &  CEO 
J.  W.McKenny,  pres.  &  COO 

Shares  of  restricted  stock  granted:  chmn.. 

777  35 
634  31 

4,850;  pres.,  3,600. 

91 
112 

2050 
1789 

193 

m 
m 

7.3 

NA 

MOBIL 

50220.0 
11.6 

A.  E.  Murray,  chmn.,  pres.  &  CEO-sub. 
R.  F.  Tucker,  v-chmn.;  pres.  &  COO-sub 

1675 
1230 

4 

3 

2475e 
3469e 

10667 
8443 

174 

Sj 

[5] 

10.7 

26.1 

: 
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EXECUTIVE  COMPENSATION  SCOFB( 


The  Volvo  240  has  done  a  fine  job 
f  surviving  accidents.  And  wc,  at 
ibaru,  have  always  admired  that. 
So  wc  gave  the  new  Subani 
egacy  unibodv  construction  like 
ic  Volvo  240.' 

But  at  Subaru,  we  think  there's 
)mething  even  better  than  surv  iving 
xidcnts.  And  that  s  not  getting  into 
lem  in  the  first  place. 

So  unlike  the  240,  the  Subaru 
egacy  offers  an  optional  anti-lock 
raking  system  (ABS).  A  feature  that 
umps  your  brakes  automatically  for 
laximum  maneuverability  and  gives 
3u  much  greater  steering  control 
uring  heav)'  braking. 

Unlike  the  240,  the  Subaru  Lxgacy 


is  available  with  fijil-time  four  wheel 
drive.  A  more  civilized  form  of  four 
wheel  drix'c  gi\  ing  vou  greater  trac- 
tion on  smooth  high  speed  highways 
as  well  as  on  washboard  dirt  roads. 

And  unlike  most  cars  in  the  world, 
the  Subaru  Legacv  comes  with  both 
four  wheel  disc  brakes  and  indepen- 
dent suspension. 

At  SuDaiTj,  we  know  that  even  cars 
not  involved  in  accidents  can  eventu- 
ally come  apart.  So  every  Subam  is 
put  together  to  stav  together  through 
conditions  which  drive  other  cars 
into  the  ground.  Of  course,  wc  can't 
guarantee  how  long  ever\'  one  of  our 
cars  will  last.  But  we  do  Icnow  93%  of 
all  Subaru  cars  registered  in  America 


since  1979  are  still  on  the  road.* 

And  the  new  Subaru  Legacy  mav 
even  surpass  that  record  for  durabilitv. 
A  Subaru  Legacy  has  broken  the  FlA 
World  Speed/Endurance  record  by 
running  19  days  at  an  average  speed 
of  138.8  mph  for  more  than  62,000 
miles.** 

So  you  see,  it  wasn't  just  accidents 
the  Subaru  Legacy  was  designed  to 
avoid.  But  junk  yards  as  well. 

•R  1..  Polk  &  Cx>.  Statistics,  lulv  1,  1988,  "ValiLlatcd  hv  the 
Federation  Internationale  Oe  [.'Automobile 

SubaniLegacy 

Wc  Built  Our  Reputation  By 
Building  A  Better  Car. 


MoDSoft  conti 
software  by  taking  a 


Microsoft  makes  over  50  software 
products  for  three  types  of  personal  com- 
puter platforms:  IBM®  PCs  and  compat- 
ibles, Macintosh® and  PCs  running  OS/2. 

A  wide  variety,  indeed. 

Yet,  there  is  unparalleled  consisten- 
cy among  Microsoft  software. 

It  started  15  years  ago,  when  we 
set  out  to  create  powerful  products  that 
are  easy  to  use. 

No  ifs,  ands  or  buts. 

This  credo  isn't  above  the  door  as 
you  walk  in,  or  on  our  softball  jerseys.  But 
it  is  apparent  in  every  product  we  research, 
develop  and  manufacture. 

No  other  software  company  has 
proven  to  be  this  consistent. 

Which  makes  us  different.  By  not 
being  that  different  at  all. 

MICROSOFT"  PRODUCTS  HAVE 
SOME  VERY  COMMON  TRAITS. 

By  design,  Microsoft  applications 
will  work  the  same  on  all  of  today's  per- 
sonal computers. 

For  example,  Microsoft  Excel,  our 
spreadsheet,  for  Macintosh,  Windows™ 
and  OS/2  Presentation  Manager  systems, 
will  share  a  majority  of  their  respective 
programs.  A  policy  that  creates  uncanny 
similarities  across  all  three  platforms. 

Secondly,  throughout  our  word  pro- 
cessing, spreadsheet,  graphics  and  inte- 
grated software,  you'll  find  consistency  in 
our  pull-down  menus,  graphical  symbols 
(called  icons),  even  basic  commands. 
Everything  that  can  be  standardized,  is. 

So  working  with  multiple  applica- 


feeping  it 

tions,  exchanging  data,  or  sharing  fih 
with  co-workers,  becomes  quite  simple 
Overall,  the  benefit  is  clear 
Once  you  learn  one  Microsoft  prci- 
uct,  you're  well  on  your  way  to  knowiig 
how  to  use  all  Microsoft  products. 
A  trait  you'll  find  endearing. 


Microsoft  and  the  Mr  rosoft  logo  are  registered  trademarks  and  Windows  and  Making  it  all  make  sense  are  trademarks  of  Microsoft  Corporation.  Apple  is  a  rei^ 


ifly  inproves  its 
lorthodox  approach. 


he  same. 

With  Our  Software, 
Pictures  do  The  talking. 

A  picture  is  much  more  interesting 
ook  at  than  words. 

You  can  gain  more  knowledge  in 
3  time  from  pictures.  Universally,  more 
)ple  can  understand  pictures. 


Microsoft,  sufiice  it  to  say,  is  big  on 
pictures.  Which  is  why  our  products  have 
a  liberal  dose  of  them. 

In  technical  terms,  it's  called  graph- 
ical user  interface,  or  GUI. 

What  it  all  means  is  that  complex 
command  sequences  are  replaced  with  a 
simple  point  and  click. 

In  turn,  you  get  more  access  to  the 
power  of  today's  PCs.  Making  you  more 
productive.  Building  your  conftdence  to 
try  new  things.  Creating  new  opportuni- 
ties and  a  new  oudook  for  you. 

You  get  the  picture. 

THE  MORE  THINGS  CHANGE, 
THE  MORE  THEY  STAY  THE  SAME. 

The  personal  computer  industry 
will  continue  to  grow  at  a  tremendous  rate. 

And  we'll  be  a  big  part  of  it.  But  it 
won't  change  us.  We'll  continue  to  make 
software  that's  more  powerful,  while  si- 
multaneously making  it  easier  to  use. 

For  more  information  on  any  of  our 
products  from  systems,  languages  and 
local  area  networks  to  applications,  call 
(800)  541-1261,  Department  L17. 

You'll  see  how  everything  fits  to- 
gether And  how  Microsoft  products  for 
different  types  of  personal  computers  look 
and  work  the  same. 

Which  means  that  by  design,  entire 
corporations  can  use  Microsoft  software. 

One  person  at  a  time. 

Mkmsoft 

Making  it  all  make  sense" 


Mmputer,  Inwrporakd.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  ©  19f)0  Microsoft  Corporatim.  All  rights  reserved. 


COMPANY 


EXECUTIVE 


1989 


SALES:  $  MILLIONS 
ROE:  % 


1989  COMPENSATION 

TOTAL  ANNUAL  COMP.  LONG- 
TERM 
COMP. 
$000 


1987-89  PAY-PERFORMANCE  ANALYSIS 

PAY  VS.  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 


SALARY 
&  BONUS 
$000 


, CHANGE 
FROM 


TOTAL  $  VALUE 
COMP  OF  $100 
$000  INVESTED 


RATING 


ROE 

% 


CHANGE  IN  RATIN 
ROE 


OCCIDENTAL 

PETROLEUM 

20068.0 
4.3 

A.  Hommer,  chmn.  &  CEO 
R.  R.  Irani,  pres.  &  COO 

Shores  on  which  restrictions  terminated:  chmn 

2334  -5 
1920  -20 
,  8,972;  pres.,  3,053 

53 
0 

6779 
6834 

135 

a 

rc"i 

4.1 

72.1 

m 
m 

ORYX ENERGY 

121 1.0 
3.6 

R.  P.  Hauptfuhrer,  chmn.  &  CEO 
J.  E.  McCormick,  pres.  &  COO 

940 
555 

202 
52 

758 
233 

NA 
NA 

NA 

NA 
NA 

-1.8 

NA 

HA 
HA 

PENNZOIL 

2329.8 
1 7. 1 

R.  B.  McDonald,  pres.  &  CEO* 

D.  S.  Holland,  group  v-p-Oil  &  Gas* 

*Ret.red3/90 

426 
361 

1 1 

5 

0 

213 

NA 
1 427 

144 

NA 

[2j 

3.6 

125.6 

HA 

[3] 

PHILLIPS 
PETROLEUM 

12384.0 
10.3 

C.  J.  Silas,  chmn.  &  CEO 
G.  A.  Cox,  pres.  &  COO 

1240 
866 

63 
56 

0 
153 

2729 
2102 

234 

lL 

13.8 

-1 4.4 

Li 

m 

SUN 

9805.0 
3.0 

R.  McCiements  Jr.,  chmn.,  pres.  &  CEO 
J.  P.  Neafsey,  exec,  v-p 

938 
463 

-8 
-4 

711 

149 

3991 
1748 

89 

3.3 

-58.4 

TEXACO 

32416.0 
29.2 

J.  W.Kinnear,pres.&CEO  1793 
A.  C.  DeCrane  Jr.,  chmn.  1465 

Shores  of  restricted  stock  awarded:  pres.,  1  5,600;  chmn 

36 
34 
.,  10,920. 

2108 
1496 

6460 
5451 

201 

;T: 

a 

-0.6 

454.2 

ai 
a 

UNION  TEXAS  PETRO 
HOLDINGS 

981.5 
47.9 

A.  C.  Johnson,  chmn.  &  CEO 

A.  C.  Berman,  sr.  v-p  &  gen.  mgr. -sub. 

680 
360 

-7 
-4 

818 
387 

2859 
1496 

NA 

NA 
NA 

30.7 

NA 

HA 
HA 

UNOCAL 

10056.0 
15.6 

R.  J.  Stegemeier,  chmn.,  pres.  &  CEO 
C.  S.  Brinegor,  exec,  v-p 

1065 
652 

21 
1 1 

0 
0 

2805 
211 1 

235 

T 

i2] 

9.0 

48.7 

m 
m 

21  NONBANK  FINANCIAL  (financial  services) 

AETNA  LIFE 
&  CASUALTY 

19671.4 
9.2 

J.  T.  Lynn,  chmn. 
R.  E.  Compton,  pres. 

1052 
748 

-7 
23 

1033 
922 

5790 
NA 

115 

'j4 
NA 

11.1 

-26.9 

a 

N^ 

H.  F.AHMANSON 

4371.5 
9.7 

R.  H.  Delhi,  chmn.  &  CEO 
R.  M.  De  Kruif,  vice-chmn. 

1262 
449 

16 
-8 

437 
123 

5048 
1968 

100 

a 

10.5 

-46.4 

3 

a 

AMERICAN  EXPRESS 

25047.0 
21.1 

J.  D.  Robinson  III,  chmn.,  pres.  &  CEO 
A.  Papone,  chmn. -sub. 

2600 
1375 

-6 
-1 

875 
3105 

17370 
9083 

132 

17.9 

4.3 

a 

AMERICAN  GENERAL 

4227.0 
10.0 

H.  S.  Hook,  chmn.  &  CEO  1234 
M.  J.  Poulos,  pres.  823 

Shores  distributed  with  respect  to  performance  awards; 

13  86 
7  61 
chmn.,  2,530;  pres.,  1,792. 

4938 
3379 

96 

a 
a 

10.6 

-15.6 

a 

SI 

AMERICAN  INTL 
GROUP 

13592.8 
16.1 

M.  R.  Greenberg,  chmn.  &  pres. 
E.  E.  Matthews,  vice-chmn. 

1570 
440 

61 
22 

0 
0 

6074 
1 140 

171 

T 
_L 

16.4 

21.7 

in 
m 

AON 

2324.7 
16.3 

P.  G.Ryan,  pres.*  CEO 

H.  R.  Powell,  exec,  v-p  &  CIO 

789 
406 

67 
32 

0 
661 

1920 
1923 

175 

dJ 

16.3 

1.6 

a 
m 

BERKSHIRE 
HATHAWAY 

2483.9 
9.1 

M.  A.  Goldberg,  v-p 

J.  V.  McKeniie,  v-p,  CFO  &  secy. 

2251 
235 

-25 
5 

0 
0 

8312 
715 

308 

X 

8.6 

64.3 

a 
a 

CHUBB 

4069.3 
16.2 

D.  R.O'Hore,  chmn.f 
R.  D.  Smith,  pres.| 

Shares  earned  under  Performance  Shore  Plan 

1025  35 
654  30 

chmn.,  2,408;  pres.. 

42 
33 
1,548. 

2525 
1751 

171 

CD 

16.8 

20.5 

Q] 

CIGNA 

15654.0 
8.1 

W.  H.Taylor, chmn.&CEOJ 
G.  R.  O'Brien,  exec,  v-pf 

Shores  oworded  under  Strotegic  Performonce 

1103           2  0 
709       -19  51 
Plan:  chmn.,  6,088;  exec,  v-p  2,50 1 . 

2931 
2250 

124 

Hi 
T 

9.0 

-22.8 

[3] 

CINCINNATI 
FINANCIAL 

974.4 
11.2 

J.  J.Schiff,CEO 

R.  B.  Morgan,  pres.;  pres.  &  CEO-sub. 

609 
581 

11 
28 

444 

510 

2310 
2314 

NA 

NA 
NA 

NA 

NA 

HA 
HA 

CNA  FINANCIAL 

9084.0 
15.1 

E.  J.  Noha,  chmn.,  pres.  &  CEO 

D.  H.  Chookoszian,  v-p  &  controller 

1488 
429 

8 
6 

0 
0 

4139 
1 189 

182 

T 
J_ 

13.6 

51.7 

m 

CONTINENTAL 

6078.6 
6.5 

J.  P.  Mascotte,chmn.  &CEO  844 
J.  H.  Bretherick  Jr.,  pres.f  584 

Shares  oworded  under  L-T  Incentive  Plon:  chmn.,  2,482. 

40 
29 

27 
55 

3297 
2156 

87 

3; 

•4i 

8.1 

-23.4 

m 
m 

FANNIE  MAE 

1 1557.0 
27.0 

D.  O.  Maxwell,  chmn.  &  CEO 
R.  E.BIrk,  pres.  &  COO 

1318 
857 

32 
17 

3396e 
0 

6986 
1648 

255 

m 
m 

23.4 

134.9 

m 
m 

FRANKLIN 
RESOURCES 

263.0 
35.1 

C.  B.  Johnson,  pres. 

R.  H.  Johnson  Jr.,  sr.  v-p 

452 
360 

5 
15 

0 
0 

1302 
962 

166 

j_ 

45.2 

-42.3 

LL 

FREDDIE 
MAC 

0.0 
0.0 

L.  C.Brendsel, chmn.,  pres.*  CEO                368*       NA              0                NA  0 

D.  W.Glenn, exec.  v-p-Flnance&  COO         360*       NA              0  NA 

*  Includes  compensation  paid  for  1 1  months  ending  1 1/30/89  and  anticipated  compensotion  for  1 2/89, 

NA 
NA 

0.0 

0.0 

HA 
HA 

GENERAL  RE 

2771.3 
19.2 

R.  E.  Ferguson,  chmn.,  pres.  &  CEO|            1 20 1 
J.  C.  Etiing,  vice-chmn. t  858 

Shares  distributed  under  L-T  Compensation  Plan:  chmn.. 

23 
12 
280. 

281 
0 

3297 
2326 

163 

L2J 

19.1 

66.3 

m 
m 

GOLDEN  WEST 
FINANCIAL 

1940.9 
15.1 

H.  M.  Sandler,  chmn.  &  CEO-Co.  &  sub. 
M.  0.  Sandler,  pres.  &  CEO-Co.  &  sub. 

662 
662 

9 

9 

620 
426 

2460 
3090 

156 

3] 

16.6 

-46.5 

m 

m 

GREAT  WESTERN 
FINANCIAL 

3814.6 
5.0 

J.  F.  Montgomery,  chmn.  &  CEO-GWFC 
J.  F.  Moher,  pres.  &  COO-GWFC  &  GWB 

1298 
873 

0 
5 

0 
0 

5483 
3126 

106 

9.6 

-73.2 

a 
a 

KEMPER 

2773.7 
13.3 

T.  R.  Anderson,  exec,  v-p) 
D.  B.  Mathis,  exec,  v-pf 

949 
683 

39 
NA 

0 
0 

2427 
NA 

197 

i' 

NA 

12.4 

27.9 

m 

HA 

LINCOLN 
NATIONAL 

8081.1 
11.6 

1.  M.  Rolland,  pres.;  chmn.  &  pres. -sub. 
E.  J.  Goss,  chmn.  &  CEO-sub. 

1113 
655 

47 
45 

633 
182 

3221 
NA 

146 

[1 
NA 

10.4 

12.7 

m 

HA 

LOEWS 

11113.0 
18.9 

P.  R.  Tisch,  pres.  &  co-CEO 
J.  R.  Ave,  pres.-Lorillardt 

994 
540 

25 
9 

0 
0 

NA 
1468 

218 

NA 

20.4 

0.8 

HA 

m 

MARSH  AMcLENNAN 

2427.7 
33.8 

F.  J.  Tasco,  chmn.  1425 
I.  J.  Lasser,  pres.-PutnamCos.  1250 
Shares  of  restricted  stock  gronted:  chmn.;  1 5,500. 

13 
-28 

74 
159 

4363 
NA 

139 

T 

NA 

37.1 

-11.3 

m 

HA 

MERRIU  LYNCH 

11335.2 
-7.6 

W.  A.  Schreyer,  chmn.  &  CEO 

D.  P.  Tully,  chmn.,  pres.  &  CEO-sub. 

Performance  Shares  poid:  chmn.,  6,563;  pres. 

1550 
1315 
5,250. 

-38 
-38 

143 
114 

7310 
6177 

80 

lE 

5.6 

NM 

a 
a 
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BEECHCRAn 
AND 

THE  FUGHTTO  QUALITY. 


We  believe  business  worldwide  is  entering  a 
critically  competitive  decade. 

As  the  number  of  suppliers  is  reduced,  only  the 
best  will  survive.  So  aggressive  companies  are  in  a 
headlong  flight  to  quality. 

Quality  of  service  is  as  important  as  quality 
of  product. 

You  have  to  put  your  right  people  at  the  right 
places  at  the  right  time.  Nobody  likes  it  when 
people  delay  meetings  for  an  airplane  schedule 
or  cut  short  a  work  session  to  catch  a  plane. 

Many  companies  are  winning  the  race  by 
commanding  their  own  Beechcraft,  because  a 
Beechcraft  airplane  can  increase  executive  output. 

Travel  time  can  be  work  time.  Your  Beechcraft 
leaves  when  you  are  ready,  not  before.  Aboard  are 
the  tools  of  your  trade— tables,  laptop  computers, 
telephone,  fax  machine.  Your  office  in  the  sky 
is  quiet,  comfortable  and  secure  from  the  eyes 
of  strangers. 

Beechcraft's  own  flight  to  quality  began  in  1932 
with  Walter  Beech's  fastidious  attention  to  detail 
at  every  point  in  the  design,  building  and  testing  of 
business  airplanes.  The  flight  goes  on. 

Today,  only  Beechcraft  makes  jets  and  a  full  line 
of  turboprops.  This  makes  possible  rare  objectivity 
to  help  your  deliberations. 

Check  the  following  page  for  news  about  the  new 
Super  King  Air  350,  one  excellent  way  to  accelerate 
your  own  flight  to  quality. 


13bechcraft 

A  Raytheon  Company 


COMPANY 

EXECUTIVE 

1989  COMPENSATION 

1987-89  PAY-PERFORMANCE  ANALYSIS 

1989 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1988 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RAI  IINi,J 

ROE 

% 

TWA Wl^P  IKJ 

ROE 

% 

MORGAN  STANLEY 

5831.0 
24.0 

S.  P.  Gilbert,  chmn. 

R.  F.  Greenhill,  vice-chmn. 

5475 
5475 

24 
24 

35 
35 

12935 

154 

[3] 

25.0 

-6.0 

s 

rr 

L4 

PRIMERICA 

5695.3 
11.1 

F.  G.  Zarb,  chmn.,  pres.  &  CEO-sub. 
S.  I.Weill,  chmn.,  pres.  &  CEO 

Shares  of  restricted  stock  oworded:  chmn. -sub 

1588         NA  0 
1536          19  0 
.,20,872;  chmn.,  22,477. 

NA 
NA 

143 

NA 
NA 

11.7 

179.6 

SAFECO 

2862.9 
16.2 

B.  Maines,  chmn.,  pres.  &  CEO 
J.  W.  Cannon,  exec,  v-p;  pres. -sub. 

530 
315 

9 
9 

52 
432 

1610 
1470 

157 

m 
m 

15.3 

36.4 

11 
H 

SALOMON 

38608.0 
14.2 

E.  Weil,  exec,  v-p 

J.  H.  Gutfreund,  chmn.,  pres.  &  CEO 

6400 
3500 

60 
-13 

1000 
131 

14105 
9968 

66 

8.9 

-4.9 

a 
a 

ST.  PAUL 

3788.6 
16.9 

R.J.  Hough,  chmn.  &  CEO  954 
D.  W.  Leotherdole,  pres.  &  COO  644 

Shares  of  restricted  stock  oworded:  chmn.,  5,675;  pres.. 

4 
10 
341. 

612 
324 

3482 
2341 

162 

m 
m 

17.7 

58.7 

m 
m 

SALLiE  MAE 

3267.0 
30.0 

E.  A.  Fox,  pres.  &  CEO 

A.  L.  Lord,  exec,  v-p  &  CFO 

Shares  awarded  under  Incentive  Performance 

883 
443 
Plan:  pres 

13  1115 
13  390 
,  6,51 2;  exec,  v-p,  3,352. 

3822 
1769 

185 

m 
m 

34.6 

-6.7 

m 

m 

TORCHMARK 

1633.6 
22.8 

R.K.Richey,  chmn.  &  CEO 

J.  S.  P.  Somford,  pres.  &  CEO-sub.* 

♦Resigned  10/89. 

1078 
521 

35 

-5 

1 1588 
4101 

14617 
5711 

227 

a 

21.9 

5.6 

m 
m 

TRANSAMERICA 

6834.1 
1 1.7 

J.  R.  Harvey,  chmn.  iCEOt                      1386  7 
F.  C.Herringer,pres.t                               984  23 

Shores  of  restricted  stock  vested:  chmn.,  1 ,875;  pres.,  1 ,500. 

1507 
0 

5493 
2584 

154 

m 
m 

12.9 

0.7 

m 
m 

TRAVELERS 

12523.2 
8.8 

E.  H.  Budd,  chmn.,  pres.  &  CEO  950 
R.  J.Shima,  exec.  v-p&CIO  665 

Shores  of  restricted  stock  granted;  chmn.,  27,304;  exec. 

13 
37 

v-p,  20,478 

251 
0 

3309 
1873 

98 

m 
m 

9.0 

-7.4 

m 
m 

UNUM 

1934.2 
12.8 

J.  F.  Orr  III,  chmn.  &  CEO 

G.  H.  Gillespie,  exec,  v-p-fin.  &  admin. 

965 
598 

24 
233 

0 
0 

2199 
NA 

184 

NA 

9.6 

69.5 

m 

NA 

USF&G 

4679.0 
5.6 

J.  Moseley,  chmn.  &  pres-Corp;  chmn. -Co. 
J.  A.  Flick  Jr.,  exec,  v-p 

1 180 
674 

30 
NA 

46 

0 

3122 
NA 

93 

[3] 
NA 

14.9 

-67.4 

m 

NA 

22  OFFICE  EQUIPMENT  &  COMPUTERS  (industrial  high  tech) 

APPLE  COMPUTER 

5372.3 
28.8 

J.  Sculley,  chmn.,  pres.  &  CEO 
D.  W.  Yocom,  sr.  v-p;  pres. -sub. 

2251 
786 

-9 
-15 

0 

3474 

13883 
9638 

179 

\5} 
[5] 

31.6 

29.7 

a 
a 

AUTOMATIC  DATA 
PROCESSING 

1689.5 
18.0 

J.  S.Weston,  chmn.  &  CEO                         669  17 
W.  J.  Turner,  pres.  S  COO                          473  19 

Shares  of  restricted  stock  vested:  chmn.,  6,000;  pres.,  4,620. 

0 
0 

3825 
1613 

143 

m 

16.8 

13.0 

a 
m 

COMPAQ 
COMPUTER 

2876.1 
28.4 

J.  R.  Conion,  pres.  &  CEO 

E.  Pteiffer,  pres.- Europe  &  int'l. 

2115 
991 

13 
11 

0 
0 

5357 
2712 

413 

[E 

31.3 

21.6 

m 
m 

CRAY  RESEARCH 

784.7 
15.0 

J.  A.  Rollwagen,  chmn.  &  CEO 
M.  A.  Gumucio,  pres.  &  COO 

420 
360 

-22 
1 

7 
3 

4421 
3382 

48 

SI 

m 

20.7 

-47.0 

a 
a 

DELUXE 

1315.8 
24.2 

H.  V.  Hoverty,  pres.  &  CEO 
J.  K.  Twogood,  exec,  v-p 

597 
389 

17 
29 

0 
0 

1737 
987 

105 

m 
m 

26.6 

-17.4 

m 
m 

DIGITAL  EQUIPMENT 

12936.6 
10.5 

K.  H.  Olsen,  pres. 
J.  J.  Shields,  sr.  v-p 

950 
532 

2 
1 

0 
0 

11839 
5758 

78 

15.3 

-2.4 

[5] 

a 

HEWLEn-PACKARD 

12345.0 
14.9 

J.  A.  Young,  pres.,  vice-chmn.  &  CEO 
D.  0.  Morton,  exec,  v-p  &  COO 

1250 
780 

13 
14 

1440 
0 

7084 
3053 

115 

a 

15.2 

25.9 

a 
m 

IBM 

62710.0 
9.8 

J.  F.  Akers,  chmn. 
J.  0.  Kuehler,  pres. 

713 
440 

-53 
-55 

1173 
770 

5241 
3463 

90 

a 
a 

12.5 

-30.0 

a 

MICROSOR 

952.8 
28.8 

J.  A.  Shirley,  pres.  &  COO 

M.  J.  Maples,  v-p-opplicotions  soft. 

♦Includes  $65,000  bonus  for  joining  company 

315 
262* 

9 
NA 

15 
0 

4097 
NA 

361 

NA 

30.6 

2.1 

m 

NA 

NCR 

5956.0 
20.8 

C.  E.ExleyJr.,  chmn.&CEOf 
G.  P.  Williamson,  pres.f 

1166 
571 

9 
14 

0 

344 

7856 
2852 

141 

a 

m 

19.9 

47.8 

a 

mf 

NOVEU 

429.1 
20.8 

J.  C.  Bills,  exec,  v-p,  Soles 

D.  Miller,  exec,  v-p,  software  grp. 

216 
182 

32 
NA 

0 
41 

738 
NA 

241 

m 

NA 

21.1 

-25.6 

a: 

NAji, 

ORACLE  SYSTEMS 

769.3 
34.3 

L.  J.  Ellison,  pres.  &  CEO 
J.  R.  Luongo,  sr.  v-p-intl. 

1734 
526 

27 
34 

0 

505 

3809 
2995 

901 

a 
m 

33.9 

81.4 

mr 

m_ 

PITNEY 
BOWES 

2875.7 
12.6 

G.  B.  Harvey,  chmn.,  pres.  &  CEO 
M.  C.  Breslowsky,  pres. -Dictaphone 

863 
445 

0 
14 

1693 
167 

4715 
1681 

137 

m 
m 

16.9 

-31.0 

aF 
a  I-' 

SUN 

MICROSYSTEMS 

2062.5 
5.1 

S.  G.  McNealy,  chmn.,  pres.  &  CEO 
B.  J.  Locroute,  exec,  v-p* 

♦Resigned  07/01/89, 

781 
360 

60 
15 

0 
0 

1702 
1021 

144 

m 
m 

12.7 

-53.3 

a" 
a, 
t 

TANDEM 
COMPUTERS 

1676.8 
1 1.3 

J.  G.  Treybig,  pres.  &  CEO 
R.  C.  Marshall,  sr.  v-p  &  COO 

479 
338 

0 
-1 

0 
0 

1817 
1667 

134 

[21 

[D 

12.3 

-5.1 

m¥ 

a 

TANDY 

4283.7 
18.3 

J.  V.  Roach,  chmn.,  pres.  &  CEO 
B.  S.  Appel,  pres. -Radio  Shack  Div. 

971 
597 

11 
-4 

0 
0 

2672 
1812 

96 

m 
m 

18.5 

21.3 

a* 

a 

UNISYS 

10096.9 
-30.4 

W.  M.  Blumenthal,  chmn.  &  CEO  725 
C.  J.  Yansouni,  sr.  v-p  375 

Restricted  shares  granted  as  Performance  Awards:  chmn 

-43 
NA 
,  20,300;  sr 

5786e 
1320 

v-p,  4,000. 

12486 
NA 

66 

NA 

0.3 

NA 

a 

NA 

XEROX 

16806.0 
13.0 

D.  T.  Keorns,  chmn.  &  CEO 
P.  A.  Allaire,  pres. 

1333 
916 

48 
51 

471 
146 

5307 
2523 

110 

a 
a 

10.0 

38.4 

a, 
a 

23  OIL  SERVICE  &  SUPPLY  (resources) 

BAKER HUGHES 

2340.6 
8.4 

J.  D.  Woods,  chmn.,  pres.  &  CEO 
J.  V.  Staff,  sr.  v-p  &  pres.-sub. 

1108 
516 

9 
15 

223e 
0 

3226 
1332 

226 

m 
m 

-4.8 

NM 

NA 
NA 
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NEW  SUPER  KMG  AIR 350: 
A  BEAUTIFUL  STRETCH  OF 


magine  a  new  cabin  with  club 
ig  for  eight. 

magine  nearly  a  quarter  ton 
payload  with  virtually  no  loss 
■formance. 

'Jow  stop  imagining  and  let 
ow  you  what  Beech  engineers 
done. 

rhose  two  extra  windows 
I  the  fuselage  is  34  inches 
sr  than  the  Super  King  Air 
Volume  of  the  passenger 
is  up  more  than  27%  to 
jefull  double-club  seating 
ght. 


The  winglets  will  also  catch 
your  eye.  They  rise  from  the  ends 
of  a  wing  that  is  three  feet  longer 
than  the  Model  300  to  increase 
climb  performance  and  high 
altitude  cruise. 

Payload  is  an  amazing  2,438 
pounds.  So  a  full-fuel  mission  with 
2  pilots,  8  passengers,  and  their 
baggage  is  routine  Range:  2,024 
statute  miles  at  normal  cruise 
power  Even  with  the  extra  payload, 
the  Super  King  Air  350  is  slightly 
faster  than  the  Model  300  at  35,000 
feet  at  comparable  weights. 

I^eechcraft 

A  Raytheon  Company 


Beechcraft  Library. 

Beechcraft  has  the  answers  to  all  your 
questions  about  business  aviation. 


□  How  to  Justify 
an  Airplane 

□  How  to  Choose 
an  Airplane 

□  When  to  Trade 
Your  Airplane 

□  Warranty 
Information 


□  Leasing  and 
Financing 

□  Tax  Benefits 
of  Aircraft 
Ownership 

□  Videotape 
and  Printed 
Brochures 


For  more  information  and  to  request 
any  of  the  materials  listed  above,  call 
1-800-835-7767  Ext.  7153 
Beechcraft.  Where  new  ideas  take  flight. 


THE  POWER  OF  BELIEF:  #k  in  a  series 


To  get  people  to  care  about  quality, 
you  have  to  care  about  them. 


At  Motorola,  we 


believe  that  caring  about  your  customers 


begins  with  caring  about  your  own 


employees.  This  behef  in  constant 


respect  for  people  has  led  to  a 


r/irough  Moforo/a  {}n\yQv%\\y,  Motoroia 
mvesfs  2.8%     ii$  annuoi  payrofl  in  the  education, 
training,  and  refraining  at  its  employees  worldwide. 


dedicated  work  force  that  consistently 


dehvers  high-quahty  products. 
■  Motorola  invests  almost  twice 
the  national  average  in  employee 


•  IncirjMxl  GUJul  MJriirt  sh-.uv 

•  Bo>l  in  ( U» 

—Prtittuct 
—MtmujMUinm 

•  superior  f  inancBl  HrsuUs 

KEV  IMTlATrV^eS-i»«  UCU'1/J<*>" 

•  Six  Sigma  Quatir>' 

•  Thtil  <  ycfc  Time  Rciluctloii 
.  ptoduci      ManutMuililK  loJei 

•  Pniflt  iniprnvcincnl 
«  panlcipalivT  Mami!TO 


training  programs  that  respond 


Winner  1988  M^Jm 

79 


Mdicolm  Baldrige 

National 
Quality 
Award 


On  (his  card  corned  by  Motorola  employees,  "constonf  respecf 
lor  people"  is  the  very  first  of  (he  compony's  key  beliefs;  having 
the  "best  in  class"  people  is  first  on  the  list  of  key  goals. 


to  changing  work  environments— teaching 


new  creative 


skills,  endowing 


The  process  of  learning  never  ends  of  Moforola.  Even  fhe  most  senior 
executives  take  time  to  help  train  our  managers  of  the  future. 


employees  with  a  sense  of  individual  worth, 
showing  them  that  their  concerns  for 
personal  development  are  being  heard. 
The  result:  Our  employees  can  now  reach 
a  potential  that  they  once  may  have  only 
dreamed  possible.  ■  There's  only  one  way 


to  care  about  people: 


one  at  a  time. 


Building  On  Beliefs 


and  Motorola  are  registered  trademarks  of  Motorola,  Inc  '?'1990  Motorola, 


M)  MGTGRGLA 


PER 

ION 

COMPANY 

EXECUTIVE 

1989  COMPENSATION 

1987 

-89  PAY-PERFORMANCE  ANALYSIS 

1989 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

/.  CHANGE 
FROM 
1983 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
Of  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE  IN 
ROE 

% 

RATi^ 

DRESSER 
INDUSTRIES 

3981.9 
10.0 

J.  J.  Murphy,  chmn.,  pres.  &  CEO 
B.  D.  St.  John,  exec,  v-p-admin. 

994 
550 

2 
18 

946 
167 

34P8 
1619 

242 

□3 

6.4 

NM 

[1 

HALLIBURTON 

5659.5 
6.3 

T.  H.  Cruikshank,  chmn.  &  CEO 
T.  L.  Austin  Jr.,  chmn.  &  CEO-sub. 

975 
554 

16 
6 

375e 
17e 

2967 
1703 

188 

m 
m 

4.2 

NA 

[7 
} 

S01LUMBERGER 

4686.0 
14.5 

D.  E.  Boird,  chmn.,  pres.  &  CEO 
R.  Genin,  vice-chmn. 

1140 
780 

11 
4 

0 
0 

2665 
2080 

166 

!2" 

m 

14.7 

NA 

"] 
1 

24  PAPER  &  FOREST  PRODUCTS  (resources) 

BOISE  CASCADE 

4338.0 
20.5 

J.  B.  Fery,  chmn.  &  CEO 
J.  H.  Miller,  pres.  &  COO 

1027 
792 

-2 
-3 

0 
0 

2866 
2215 

135 

3] 

m 

16.5 

218.1 

2. 

m 

CHAInrlON 
INTERNATIONAL 

5163.2 
12.0 

A.  C.  Sigler,  chmn.  &  CEO 
L.  C.  Heist,  pres.  &  COO 

1225 
750 

-1 1 
-10 

908e 
337e 

6711 
3211 

1 13 

L5j 

B 

12.9 

59.5 

4 
4 

CONSOLIDATED 
PAPERS 

952.5 
20.2 

G.  W.  Mead,  chmn. 
P.  F.  Brennon,  pres. 

415 
278 

8 
18 

0 
0 

1167 
660 

182 

[E 
Q] 

18.9 

26.1 

1 

GEORGIA-PACIFIC 

10171.0 
24.3 

T.  M.HahnJr.,chmn.&CEO                      1700  79 
H.  L.  Airinglon,  vice-chmn.                       1075  79 
Restricted  shares  awarded  under  L-T  Incentive  Plan;  chmn.,  84,000; 

0  7274 
1076  4135 
vice-chmn.,  56,000. 

141 

[5] 

[H 

19.7 

112.0 

3 

1 MTED  M  ATI  AM  A 1 

PAPER 

1 1 378.0 
16.4 

J.  A.  Georges,  chmn.  &  CEO 
0. 1.  J.  Wang,  exec,  v-p 

Performance  shares  earned  and  deliverec 

1311 
558 
:  chmn.,  4,437 

7 
10 
exec,  v-p. 

73 
26 
2,340. 

3581 
1569 

161 

1 4.0 

1 1 1 .8 

KIMBERLY-CLARK 

5733.6 
20.3 

D.  E.Smith, chmn. &  CEO 

R.  H.  Sonnentog,  pres. -Euro.  Ops. 

1308 
564 

9 
8 

0 
0 

5449 
2100 

198 

20.4 

44.8 

3 

"2 

LOUISIANA-PACIFIC 

2009.5 
16.4 

H.  A.  Merlo,  chmn.,  pres.  &  CEO 
L.  C.  Simpson,  v-p-operotions 

Restricted  shores  issued  and  delivered;  ch 

575 
325 
mn.,  40,000;  V 

-12 
-13 
p,  10,000. 

4739 
768 

7527 
2786 

154 

a 
m 

13.4 

138.1 

4 

_3_ 

MEAD 

4612.1 
12.8 

B.  R.Roberts, chmn.f  918 
S.  C.  Mason,  pres.  J                                  65 1 

Shares  of  restricted  stock  granted  under  Incentive  Plan:  c 

-23  0 
-21  0 
hmn.,  4.556;  pres  ,  3,490. 

7853 
7879 

143 

m 

[5] 

18.1 

24.4 

'4 
4 

scon  PAPER 

5065.6 
18.2 

P.  E.  lippincott,  chmn.  &  CEO 

J.  R.  Leaman  Jr.,  exec,  v-p;  pres.-sub. 

756 
503 

-39 
-35 

1 149 
490 

4821 
2595 

161 

17.9 

32.2 

3 

_3 

UNION  CAMP 

2761.3 
17.1 

R.  E.  Cartledge,  chmn.  &  CEO 
W.  C.  McClelland,  pres.  &  COO 

Shares  of  restricted  stock  aworded:  pres.. 

778 
485 

6,797. 

-2 

NA 

129 
0 

2502 
NA 

120 

m 

NA 

16.8 

79.9 

2 
N/ 

WESTVACO 

2314.9 
14.5 

J.  A.  Luke,  pres.  &  CEO 
D.  L.  Luke  III,  chmn. 

942 
850 

31 
4 

0 
0 

4266 
2390 

121 

[41 

14.1 

45.6 

3 

3 

WEYERHAEUSER 

10105.6 
7.7 

G.  H.  Weyerhaeuser,  chmn.  &  CEO 
J.  W.  Creighton  Jr.,  pres.  &  COO 

1060 
610 

-4 

-2 

431 
82 

3516 
1752 

123 

Q] 

10.9 

0.6 

4 

WILLAMETTE 
INDUSTRIES 

1891.8 

21.2 

W.  Swindells,  pres.  &  CEO 
W.  M.  Shields,  exec,  v-p-sub. 

516 
302 

1 1 

9 

0 
0 

1404 
836 

144 

ijj 

20.8 

48.2 

1 
1 

25  PERSONAL  CARE  PRODUCTS  (consumer  products) 

AVONPRODUaS 

3299.6 
55.4 

J.  E.  Preston,  chmn.  S  CEO 
M.  A.  Gould,  group  v-p 

Shores  of  restricted  stock  granted:  chmn.. 

844         15  0 
481        NA  0 
122,255;  group  v-p,  24,436. 

2730 
NA 

153 

NA 

44.4 

137.6 

1 

CLOROX 

1416.3 
18.5 

C.  R.  Weaver,  chmn.  SCEOt 
J.  W.  Collins,  pres.  &  coot 

736 
493 

1 1 

7 

728 
223 

5473 
3588 

178 

18.0 

6.2 

COLGATE- 
PALMOLIVE 

5038.8 
38.5 

R.  Mark,chmn.,  pres.  &  CEO 

W.  S.  Shanahan,  sr.  exec,  v-p  &  COO 

1407 
732 

14 
29 

3597e 
546e 

7642 
2910 

166 

m 

17.3 

1 10.4 

GILLEHE 

3818.5 
373.1 

C.  M.  Mockler  Jr.,  chmn.  &  CEO^ 
A.  M.  Zeien,  vice-chmn. ^ 

1121 
709 

17 
19 

0 

1384 

6467 
4141 

210 

m 
m 

NA 

NM 

Hf 

INTU  FLAVORS  & 
FRAGRANCES 

869.5 
18.1 

E.  P.  Grisanti,  chmn.  &  pres. 
H.  Fields,  sr.  v-p 

660 
437 

9 
6 

128 
0 

1919 
1289 

195 

17.6 

10.3 

'] 
J. 

PROCTER  &  GAMBLE 

22605.0 
22.0 

J.  G.  Smole,  chmn.  &  CEO 

E.  L.  Artzt,  v-chmn.  &  pres.-P&G  Intl. 

1490 
976 

15 
9 

602 
155 

5590 
3069 

195 

Hi 

m 

14.5 

78.0 

"3 
12: 

TAMBRANDS 

583.4 
0.6 

M.  F.  C.  Emmett,  chmn.,  pres.  &  CEO             425  NA 
J.  F.  Bord,  pres.  &  COO                             350*  7 
'^Reflects  compensation  until  resignation  8/23/89,  Shores  of  restric 

0  NA 
27  987 
ted  stock  awarded:  chmn,. 

137  NA 

m 

9,000;  pres,,  900. 

16.4 

-97.7 

NX 

[I 

26  PUBLISHING,  RADIO  &  TV  BROADCAST  (service) 

AMERICAN  TV  & 
COMMUNICATIONS 

973.4 
23.5 

J.  J.  Collins,  chmn.  &  CEO                         1349        166              0                NA  273 

J.  H.Doolittle,pres.«COO                      928         78           99  2614 

Shares  of  Time  Warner  Inc.  restricted  stock  awarded:  chmn.,  20,000;  pres.,  1 2,500.  Shares  restricted  stock 

NA 

m 

granted:  pres. 

25.4 

1 1,000. 

6.8 

N/ 

CAPffAL  CITIES/ABC 

4957.4 
14.8 

T.  S.  Murphy,  chmn.  &  CEO 
D.  B.  Burke,  pres.  &  COO 

1089 
1043 

6 

7 

174 
145 

6017 
5852 

211 

m 

{3} 

13.4 

58.0 

a 

a 

CBS 

2961.5 
11.9 

I.  A.  Tisch,  pres.  S  CEO                            1326*         6  0 
H.  Stringer,  v-p;  pres. -Broadcast  Grp.           876           9  0 

*Also  received  $246,000  from  Loew's  Corp  under  employment  agreement. 

3760 
NA 

156 

m 

NA 

11.5 

-45.9 

Nf 

DOWJONiES 

1687.9 
22.6 

W.  H.  Phillips,  chmn.  &  CEO 
P.  R.  Kann,  pres.  &  COO 

780 
497 

5 
23 

542 
315 

3564 
2067 

90 

SI 

m 

22.1 

-10.4 

s 

[2 

DUN&BRADSmST 

4321.8 
26.8 

C.  W.  Moritz,  chmn.  &  CEO 
R.  E.  Weissman,  pres.  &  COO 

Shares  of  restricted  stock  granted:  chmn.. 

1272 
897 
14,338;  pres.. 

14 
14 
8,763. 

355 
205 

5710 
4418 

97 

[5] 

a 

24.8 

17.5 

GANNETT 

3518.2 
19.9 

J.  J.  Curley,  chmn.,  pres.  8  CEO 

0.  H.  McCorkindole,  v-chmn.  &  CFO 

Stock  incentive  rights  paid:  chmn.,  5,000; 

1281  5 
1020  4 
vice  chmn.,  4,000. 

0 
0 

4572 
4741 

129 

a 
a 

20.1 

3.3 
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Workdholism 
Runs  In  Our  Family. 


H  f*E^  mm- — fl 


I   I  i 


"?5r 


Konica  i 


1-800-648-7130 

It's  a  trait  shared  by  every  Konica  Copier  and  Fax.  They're  tough.  They're  reliable.  ^  | 

They  don't  know  when  to  quit. 

To  become  a  member  of  the  award- winning  Konica  family,  call  the  number  above.  ft^^tfi^       S  rt-ii 

Konica  Copiers  and  Fax.  They  just  work  all  the  time.  I^J^J  III  Cl 

©  1990  Konica  Business  Machines  U.S.A.,  Inc.  COPIERS'FAX 


Even  at  250  mph, 


a 


Mercedes 


wears  out  slower 
than  everybody  else. 


Does  the  Mercedes  obsession 
with  automotive  durability  know 
no  bounds? 

One  Mercedes  sedan  rolled  up 
1,184,880  miles  in  32  years.  And 
rolled  into  the  Guinness  Book  of 
World  Records  as  "the  world's  most 
durable  car." 

And  three  racing  Mercedes 
recorded  an  even  more  spectacular 
durability  feat.  In  just  one  day. 

Competing  as  a  team  in 
the  renowned  Le  Mans  24  Hours 
of  Endurance,  the  Mercedes 
trio-powered  by  engines  based 
on  the  S-Class  V-8-outperformed, 


outpaced  and  outlasted  the  cream 
of  international  sports  car  com- 
petition. Reaching  a  250-mph 
maximum  while  averaging  137 
mph,  lap  after  lap  for  389  laps. 
Covering  3,272  miles  in  24  hours 
to  finish  1-2-5  in  a  stunning  high- 
speed endurance  display. 

Yet  Le  Mans  proved  to  be  only 
a  preview.  When  the  1989  World 
Sports    Prototype  Champion- 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


ship  scries  ended  in  October, 
Mercedes  had  won  seven  ot  the 
eight  events  and  another  world  title. 

And  had  completed  14,  340  miles 
of  championship  racing  without  a 
single  mechanical  failure. 

For  the  luxury  buyer  tcjday,  the 
moral  behind  this  durabilitv 
cavalcade  is  clear.  You  can  put  your 
money  on  any  number  (jf  cars.  But 
you  can  put  your  faith  in  a 
Mercedes-Benz. 

To  obtain  further  convincing 
information  on  the  remarkable 
automobiles  of  Mercedes-Benz, 
call  1-800-336-8282  anytime. 


^                                                             ^                            ■  -  h- 

IRE 
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COMPANY 

EXECUTIVE 

1989  COMPENSATION 

1987-89  PAY-PERFORMANCE  ANALYSIS 

1989 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE:  % 

SALARY    X  CHANGE 
8,  BONUS  FROM 
$000  1988 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

CHANGE  IN  RATIN 
ROE 

KNIGHT-RIDDER 

2268.3 
19.6 

J.  K.  Batten,  chmn.&  CEO 
A.  H.  Chapinon  Jr.,  chinn,^ 

678 
637 

-9 
-26 

416 
0 

2983 
8127 

132 

[3J 

18.2 

14.3  [3] 

a 

McGRAW-HIU 

1789.0 
4.5 

J.  I.  Dionne,  chmn.  &  CEO 

W.  D.  Serwatka,  exec,  v-p-operotlons 

Restricted  performance  shares  granted:  chmn. 

971 
441 

8, 100;  exec 

-6  348 
11  169 

v-p,  4,150. 

3539 
1421 

114 

a 
m 

14.9 

-74.7  m 
a 

NEW  YORK  TIMES 

1768.9 
6.4 

A.  0.  Sulzberger,  chmn.  &  CEO;  publ.f 
W.  E.  Mattson,  pres.  &  COO} 

592 
472 

-1  1 
-10 

300 
643 

3152 
4708 

78 

a 

14.8 

-65.9  a 

TIME  WARNER 

7642,0 
-3.8 

S.  J.  Ross,  co-chmn.  &  co-CEO  4800* 
J.  R.  Munro,  co-chmn.  &  co-CEO  2450 
^Includes  $2.3  million  paid  by  Warner  Communications  Inc 

NA        29400e  NA 
61             Oe  13466 
1  /89-7/24/89.  Also  received  $74.9 

177          NA           12.5          NM  N/ 
million  January,  1990,  due  to  merger. 

TIMES  MIRROR 

3475.0 
15.9 

R.  F.  Erburu,  chmn.  &  CEO 
D.  A.  Laventhol,  pres. 

1146 
759 

-4 
0 

488e 
360e 

4710 
2816 

121 

a 
m 

18.0 

-49.4  [5 

a 

TRIBUNE 

2454.8 
31.5 

S.  R.  Cook,  chmn.  &  CEO;  publ. 
C.  T.  Brumback,  pres.  &  COO 

1158 
833 

9 
39 

1038 
450 

10731 
9350 

174 

a 

20.7 

18.3  a 

[4 

WASHINGTON  POST 

1444.1 

21.0 

K.  Graham,  chmn. 
R.  D.  Simmons,  pres. 

740 
670 

13 
12 

0 
0 

3334 
2930 

183 

m 

27.5 

-8.4  [3 

H 

27  RAILROADS  (transportation) 

BURUNGTON 
NORTHERN 

4606.3 
22.4 

G.  Grinstein,  pres.  &  CEO                       1460          8  0 
W.  E.  Greenwood,  coo-sub.                     501        NA  0 

Shores  of  restricted  stock  awarded  (subject  to  approval):  pres.,  200,000;  COO, 

4140 
NA 

6,000. 

69 

a 

NA 

18.2 

NA  [T 
N> 

CONSOUDATEDRAIL 

3411.0 
3.7 

J.  A.  Hagen,  chmn.,  pres.  &  CEO 

R.  B.  Hosselman,  sr.  v-p-operotionst 

305 
228 

NA 

-20 

0 
0 

NA 
804 

NA 

NA 
NA 

6.1 

-79.3  N/ 

[3 

CSX 

7745.0 
12.8 

H.  T.  Wotkins,  chmn. 
J.  W.  Snow,  pres.  &  CEO 

1224 
889 

-5 
9 

619e 
448e 

4476 
3155 

136 

m 
m 

6.7 

49.2  a 

a 

NORFOLK 
SOUTHERN 

4536.0 
1 1.7 

A.  B.  McKlnnon,  chmn.,  pres.  &  CEO 
E.  B,  Burwell,  exec,  v-p-operations 

1229 
693 

1 1 
12 

1039 
975 

4181 
2807 

157 

m 
m 

9.2 

14.7  [3 

3 

SANTA  FEPACIFK 

2977.9 
-22.9 

R.  D.  Krebs,  chmn.,  pres.  &  CEO 

W.  J.  Swartz,  vice-chmn.;  pres. -sub.* 

*  Resigned  as  vice-chmn.  (1 2/31/89)  and  pres 

914 
706 
.(5/31/89). 

-22 
-25 

594 
507 

3572 
2811 

151 

m 
m 

4.7 

NA  [5 

a 

UNION  PACIFK 

6492.0 
15.2 

D.  Lewis,  chmn.,  pres.  &  CEO 
M.  H.  Walsh,  chmn.  &  CEO-sub. 

1550 
935 

15 
10 

1670 
997 

8523 
3532 

133 

a 

13.9 

NA  [2 

LL 

28  RETAILING  (FOOD)  (Service) 

ALBERTSON'S 

7422.7 
21.8 

W.  E.McCoin,  chmn.  &  CEO 
G.  G.  Michael,  v-chmn.  &  CfO 

1058 
611 

9 
6 

0 

1308 

6729 
4454 

266 

m 

20.3 

29.4  a 

a 

BRUNO'S 

2271.0 
17.1 

A.  J.  Bruno,  chmn.  &  CEO 
J.  S.  Bruno,  chmn.  emeritus 

325 
250 

16 
23 

0 
0 

880 
654 

199 

m 
m 

16.5 

0.1  Q 

WEIS  MARKETS 

1239.3 
15.2 

S.  Weis,  pres. 

R.  F.  Weis,  v-p  &  trees. 

420 
420 

6 
6 

0 
0 

1192 
1192 

128 

m 

16.1 

-4.9  [1 

{2 

WINN-DIXIE  STORES 

9485.6 
18.5 

A.  D.  Davis,  chmn.  &  prin.  exec.  offr. 
J.  Kufeldt.pres. 

526 
524 

12 
7 

0 
0 

1448 
1439 

154 

m 
m 

16.6 

12.0  [2 

[2 

29  RETAILING  (NONFOOD)  (SERVICE) 

KMART 

29897.6 
6.4 

J.  E.  Antonini,chmn.,  pres.&CEO  899 
J.  R.Thomas, exec,  v-p &CAO  421 

Shares  of  restricted  stock  granted:  chmn.,  5,000;  exec,  v-p. 

-3 
8 

2,075. 

0 
493 

2524 
1649 

133 

m 

12.7 

-56.1  [4 

a 

THE  LIMITED 

4647.9 
31.5 

L.  H.  Wexner,  chmn.  &  pres. 
M.  Trust,  pres. -Mast 

1655 
947 

61 
16 

0 
0 

3622 
4704 

113 

a 
a 

29.9 

MELVlUE 

7554.0 
30.4 

S.  P.  Goldstein,  chmn.,  pres.  &  CEO 
M.  A.  Friedheim,  exec,  v-p 

1 189 
723 

11 
8 

26e 
47e 

3293 
1960 

177 

m 
m 

23.6 

61.2  13 

NORDSTROM 

2671.1 
15.7 

B.  A.  Nordstrom,  co-chmn. 
J.  N.  Nordstrom,  co-chmn. 

300 
300 

-34 
-34 

0 

777 

1947 
2367 

182 

m 
m 

17.4 

PRICE 

5267.1 
21.0 

R.  E.  Price,  chmn.,  pres.  &  CEO 

G.  H.  Boleman,  vice-chmn.  &  exec,  v-p 

249 
246 

8 
24 

0 
0 

708 
643 

146 

m 
m 

20.0 

7.5  □ 

SEARS,  ROEBUCK 

53793.9 
10.6 

E.  A.  Brennan,  chmn.,  pres.  &  CEO 

P.  J.  Purcell,  chmn.  &  CEO-Dean  Witter 

1593 
1293 

15 
15 

919 
715 

6390 
5168 

111 

[5] 

a 

10.0 

1.8  Qfl 

WALGREEN 

5555.3 
18.8 

C.R.  Walgreen  III,  chmn.  &  CEO                  862*  33 
F.  F.  Canning,  pres.  &  COO                         696*  27 
*  Includes  $  1 23,000  and  $68,000  (respectively)  estimated  payment 

166 
142 
under  bonus 

2661 
2231 

Dian. 

150 

m 
jj 

17.9 

1.2  Qtl 

[3  ' 

30  SERVICE  INDUSTRIES  (service) 

AVNET 

1801.5 
8.3 

1..  Machiz,  chmn.,  pres.,  CEO  &  COO            926  2 
A.  R.Hamilton,  chmn.  &  CEO*                     625  -31 

*Passed  away  1 2/22/89.  Shares  of  incentive  stock  delivered:  chmn 

0             3129  126 
60  3535 
.,  2,688;  former  chmn.'s  estate,  2,688. 

m 

6.4 

125.7  ; 

BROWNING-FERRIS 

2682.8 
20.9 

W.  D.  Ruckelshous,  chmn.  &  CEO 
J.  E.  Drury,  pres.  &  COO 

1166 
616 

NA 
16 

0 
0 

NA 
1621 

180 

NA 

lU 

20.8 

14.3  N 

CHEM!  (WASTE 

MANAb  mm 

891.9 
18.2 

J.  E.  Dempsey,  pres. 

B.  D.  Tobecksen,  v-p-f in.,  treas.  &  cntrler. 

587 
224 

4 

5 

0 
0 

1685 
666 

189 

m 
m 

19.5 

28.3 

R.R.DON!^Eei.EY 
&SONS 

3122.3 
15.3 

J.  R.  Walter,  chmn.,  pres.  &  CEO 
C.  K.  Doty,  exec,  v-p 

629 
341 

55 
27 

144 

171 

1874 
1679 

175 

16.7 

-2.6           C  1 

FEDERAL  EXPRESS 

6323.9 
8.4 

F.  W.  Smith,  chmn.,  pres.  &  CEO 
J.  L  Borksdale,  exec,  v-p  &  COO 

880 
675 

36 
61 

0 
0 

1958 
1664 

72 

m 
m 

1 1.2 

Foofnotes  on  page  64 
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THERE'S  NOSUCHTHING  ASTHE  WRONG 
TIME  OR  PLACE  FORTHE  A340. 


Flying  direct  to  less 
)ular  long-haul  destinations 
never  been  profitable. 

Until  now. 

Off-peak  flights  to  ma- 
hubs  have  always  been 
profitable. 

Until  now. 

The  new  Airbus  A340, 
A/    being    built,    can  fly 


either  type  of  route  cost- 
effectively,  since  you  only 
need  to  fill  144  seats  on  an 
A340-300  to  break  even. 

And  that's  without 
taking  into  account  the  extra 
revenue  cargo  it  can  carry. 

In  fact  with  a  full  pas- 
senger load,  the  A340-300 
can    carry    more  revenue- 


earning  cargo  than  a  typical 
long-haul  jumbo. 

Figures  like  these  speak 
for  themselves. 


AIRBUS  INDUSTRIE 


Before  Roadways  trucks  make  deliveries  across  the  countr);  their  computers  do.  With  a  Net\\(  k 
deliver  loads  of  information  to  customers  in  seconds.  Aiid  stay  on  top  of  the  trucking  business^ 


  rxXARTOMS.  FREIGHT  CLASS  k!30.  1400  LBS   ABC  LUMBER.  SYRACUSE.  N' 

.SSOCIATES.  CHICAGO,  IL.  5/15.  7  DP.UMS.  FREIGHT  CL/iSS  85.  578  LBS,.  NELSON  SUPPLIES.  F.HLSNO.  CA.  7/2:i.  16  BOXES.  FRKIGH 
3/19.  55  CRATES,  FREIGHT  CLASS  440.  1700  LBS  ,  FULLER  &  SEILER  MARKETING  CO  .Wi.  NY.  6/19.  300  BOXES,  FREIGHT  CLASS  21 
PA.  4/29.  800  DRUMS,  FREIGHT  CLASS  88,  900  LBS,;  KLEIN  MW  SONS  SUPPLIES,  BOSTON,  MASS,  3/20.  800  BOXES,  FREIGHT  CLAfi 
:;ONN,  5/24,  75  CARTONS-PERISHABLE.  FREIGHT  CLASS  85.  1300  LBS,;  WITT  BROTHERS  PUBLISHIWCi.  SAN  FliANCTSOO.  CA,  3/22 
/ADVERTISING  INC.  BRENHAM.  TX.  250  CARTONS.  FREIGHT  CLASS  75.  400  LBS.;  KELLEY  I»1ANUFACTUB,ING  COMPAMY,  LANCASTE 
JI500  LBS-.  SUPERSTORES  NORTH  At.l ERICA  CHICAGO.  IL.  4/02.  1200  CARTONS.  FREIGHT  CLASS  235  300  LBS  ,  T IGHTS  INC  .  TOPEK/ 
ICOHEN&'T,^    ' /'.■  USE  NY  ')  FRUGFT  CLA.SS  120, 200  L!-: :    LMt  i'l,'         -  m  ■ t  ;  i  rj  i  H-'ir.' •;■!■'  fD  4 


^ LiAUb  til . . 
LBS.,  SMITH  Ai. 
J,  LA.  CA.  8/19,  55  C 


riNSTrnJTK  iiOISE,  IDAHO,  b/lU.  FREI 
3/18  J0PO>  ;S,  FREIGHT  CLASS  rr.  Q( 
77  5.  86^  i,BS.;  BOYKO  rriNSTRUC 

THIRD  AVENXrEBOT  ':  PHIL/  ,LPHIA  '  •^9,800 
ICKEl  :);  \'  ::NtrRS  lARTF'    D.CONl.  :      i  ^CAKi 

:.BS  HAM  '  TON  6f  MATHER  ADV  TISING  IfJC  MliENHA 
l:iRUV3  ! '^<'- laHT  CLASS  70,  150      jS  SU"  5S  NOP 

5-REI-i-r'  -SS  45,  •^'14  LBS  ;  C  :  6f  PABJ  fRACT 
LBS .  S.  .V.        /  TECF       AL  INS'i         1,  BOIS,  .0, 6/lC 

I.UMBE1         ACUSE    ,  .  iY18,  10 
BOXES,  FREIGHT  CLASS  77  ~\  889  LBS 


.  ACME  MANI.1FACT11  AING,  NEW  Oh^  IS,  LA,  t 
J,  CHICAGO,  IL.  5  15. 7  DRUMS,  FRL.  -IT  CLA 
,  FREIGHT  CIJVSS  440,  1700  LBS..  FUl  ?R  &  S, 


JS.  FREIGHT  C  LASS  88, 900  I 


PERISHABJ 
,'  fX,  25  CART 
TH  AMF     :;A,  CI 
NY,  5.^.,  680  L 
REIGHT  CLASS  21 


IQHT( 
REIGI 
>0,  IL, 
iS,  FRF 
OLBS 
OCLATij^ 


KLEI 
5, 130C 
/  3  75,  4 
r  OOCAf 

^s  i; 

MANUF 
HICAGO.  S  i 


-CAR  REIG  i 

378  LI         1.S0N :  i 
AMARl  .TOCO. 
AND  Si       SUPPLIl  iOSTOr 
BS .  WI'     BROTHEf  PUBLIf 
LBS ,  hELLEY  MAiJUFAC 
VS,  FREIGHT  CLASS  235 
")0  LBS  ,  TG'  '  PRODUCF  4 


RING,  NE'    ORLEANS  ,E 

S,  FREIUrtT  CLASS       900  LBS  ;  SMITH  i     OCLATx:,^,  ^HICAGO.  S  i      l  .  7  DRlB.i      'REIGH'  AS 
BOYKO  CONSTRU'"    ON,  LA  CA.d  i9.55C   ATES,  FREIGHT  CI  ASS  440.  1700  LBS  ,  FULLER  S  SfllLl 
CLASS21. 700  LBS.jTHIRDAVRNUE  BOTTLING.  PHILAri::  !  aiA.PA.4  29.  HOD  DRU  ;..S.  FREIGHT  OT  K  :  .".8.  900  LBS.;  KLEI  N  AMD  SONS  SUPI 

100,  450  LBS.:  MCKELDEN'S  NURSERIES.  HAK'IKUKD  CONN,  f,  a4.  78  CABTONi.  -  .'f:  Kli,H  A  hi  ,1 .  KitKiUHT  GLASS  85.  1300  LBS  ,  WITT  BRO'l  li 
JLASS  23, 500  LBS.;  HAitlLTON  &  r<lATHER  ADVERTISING  INC,  BRENHAM. TX.2v50  CARTONS,  FREIGHT  CLASS  75.400  LBS  ;  KELLEY  MANUF, 
loo  DRUMS,  FREIGHT  CLASS  70,  1500  LBS  ;  SUPERSTORES  NORTH  AMERICA,  CHICAGO.  IL.  4/02,  1200  CARTONS.  FREIGHT  CLASS  235,  3C 
feEIGHT  CLASS  45, 344  LBS.,  COHEN  fi?  PARTNERS.  SYRACUSE,  NY.  5,/25, 680  DRUMS.  FRE IGHT  CLASS  120,  200  LBS  ,  TGIF  PRODUCE  CORPOR/ 
IMPSON  TECHNICAL  INSTITUTE.  BOISE,  IDAHO,  6/10,  FREIGHT  CIJ^SS  21,  500  LBS  ,  ACME  MANUFACTURING.  NEVu  ORLEANS,  lA,  5,'21  ,  100  C 
ICUSE.  NY,  6/18.  10  BOXES.  FREIGHT  CLASS  75, 900  LBS.;  SMITH  ASSOCLATES,  CHICAGO,  IL.  5/15.  7  DRUMS,  FREIGHT  CLASS  85,  578  LBS  ;  W 
lEIGHT  CLASS  23, 500  LBS.;  HAMILTON  6f  MATHER  ADVERTISING  INC  „  BBENHAJjl.TX,  250  CARTONS.  FREIGHT  ClASS  78,400  LBS,;  KELLEY  I 
)LLS,  200  DRUMS.  HEIGHT  CLASS  70.  1500  LBS .  SUPERSTORES  NORTH  AMERICA.  CHICAGO,  IL,  4/02.  1200  CAliTONS.  FREIGHT  CLASS  2 
fMPSON  TECHNICAL  INSTITUTE.  BOISE,  IDAHO,  6/10.  FREIGHT  ClJiSS  21,500  LBS  .  ACME  MANUFACTURING.  NEW  ORLEANS  LA,  -i'L/i  !G0  C 
iACUS, 


3uting  Solution  from  AT&T  Computer  Systems,  they  now 
1 247-1212,  Ext.  545.  We'll  help  you  get  the  wheels  turning. 


COMPANY   EXECUTIVE   1989  COMPENSATION       1987-89  PAY-PERFORMANCE  ANALYSIS 


1989 

TOTAL  ANNUAL  COMP.  LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY  % 
&  BONUS 
$000 

CHANGE  TERM 
FROM  COMP. 
1988 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

% 

CHANGE  IN 
ROE 

% 

RAT 

FUGHTSAFETY 
INTERNATIONAL 

222.3 
19.5 

A.  I.  Ueltschi,  pres. 

B,  N.  Whitmon,  exec,  v-p 

299 
230 

28 
22 

0 
0 

737 
874 

322 

a 

L 

18.7 

25.9 

i 

FLUOR 

6733.4 
15.4 

D.  S.  Toppon  Jr.,  chmn.  1287 
L.  G.McCraw,  vice-chmn.  &  CEO  748 

Shares  of  restricted  stock  acquired:  chmn.,  1  50,000. 

43 
47 

0 

2099 

2636 
3629 

321 

'T 
T 

3.5 

NA 

GENUINE  PARTS 

3161.2 
20.5 

W.  D.  Looney,  chmn.  &  CEO* 
L  L.  Prince,  chmn.  &  CEO 

'Retired  effective  2/12/90. 

851 
522 

11 
19 

0 
96 

2274 
1603 

157 

LE 
ill 

20.3 

28.1 

W.W.GRAINGER 

1727.5 
1 6.3 

D.  W.  Grainger,  chmn. 
W.  N.  Caldwell,  pres. 

702 
574 

10 
1 3 

172 
164 

2127 
3254 

154 

'2] 
3_ 

16,3 

27.2 

HUMANA 

4257.0 
20.4 

D.  A.Jones,  chmn.  &  CEO 
W.  Cherry,  pres.  &  COO 

1038 
755 

5 
5 

1320 
0 

4216 
3428 

244 

19,4 

235.7 

NATIONAL  MEDICAL 
ENTERPRISES 

3963.0 
15.3 

R.  K.  Earner,  chmn.&CEOf 
L.  Cohen,  pres.  &COOI 

1674 
1233 

5 
5 

621 
397 

5622 
4121 

181 

T 

16  8 

■]  ] 

PREMIER 
INDUSTRIAL 

615.8 
31.4 

M.  L.  Mandel,  chmn.  &  CEO 
R.  Warren,  vice-chmn.  &  COO 

408 
313 

9 
9 

0 
90 

1135 
1087 

202 

;T 
T 

28.8 

73.6 

RYDER  SYSTEM 

5073,4 
3,2 

M.  A.  Burns,  chmn.,  pres.  &  CEO 

D.  R.  Parker,  sr.  exec,  v-p  &  pres.-sub. 

744 
510 

-19 
-16 

0 
61 

3030 
2015 

66 

4 

8.6 

-76.6 

WASTE 

MANAGEMENT 

4458,9 
20,5 

0.  L.  Buntrock,  chmn. 
P.  B.  Rooney,  pres. 

1357 
1018 

-3 

-4 

0 

231 1 

12847 
25089 

257 

^5 
5 

19.7 

-12.5 

31  TELECOMMUNICATIONS  (telecommunications) 

ALLTEL 

1225.6 
17.1 

J.  T.  Ford,  pres.  S  CEO 
W.  W.  Case,  chmn. 

725 
689 

11 
4 

0 

1204 

1966 
3285 

240 

;t 

T 

16.9 

66.9 

AMERITECH 

1021 1.3 
16.1 

W.  L.  Weiss,  chmn.  &  CEO 
0.  J.  Wade,  vice-chmn. 

Units  distributed  as  shares  and/or  cash:  chmn 

1305  4 
755  3 
,  9,1 73;  vice-chmn 

0 

460 
,  3,320. 

5567 
2954 

173 

5_ 

15.8 

7.7 

r 

AT&T 

50976.0 
21.2 

R.  E.  Allen,  chmn.  &  CEO 
R.  L.  Tobias,  vice-chmn. 

1744 
1001 

36 
19 

1043e 
556e 

5482 
3697 

196 

J 

H 

6.9 

NM 

BELL  ATLANTIC 

1 1448.6 
12,5 

R.  W.Smith,  chmn.,  &  CEO  1234 
P.  A.  Campbell,  vice-chmn.  &CFO  820 

Shores  oworded  under  performonce  shore  plon:  chmn.,  7, 

83  458 
22  0 
545;  vice-chmn.,  7,545. 

3095 
2335 

181 

m 

13,7 

-10.8 

BELLSOUTH 

13996.3 
12.9 

J.  L.  Clendenin,chmn.,pres.iCEO             1285          10  25 
F.  D.  Ackerman,  v-chmn. -fin.  &  admin.          520         NA  6 

Shores  oworded  under  L-T  Incentive  Plan:  chmn.,  4,639;  vice-chmn.,  927. 

3635 
NA 

168 

NA 

13.6 

-8.3 

N 

CENTEL 

1187.7 
0.9 

J.  P.  Frazee  Jr.,  chmn.  &  CEO 
J.  S.  Vanderwoude,  pres. 

998 
451 

37 

22 

245 
73 

2804 
NA 

277 

NA 

9.2 

-91.9 

N 

CINCINNATI  BELL 

900.0 
17.4 

D.  H.  Hibbord,  chmn.  &  CEO;  chmn.-CBTf 
J.  T.  LaMacchio,  pres.  &  C00| 

995 
520 

54 
29 

619 
378 

3163 
1708 

283 

5: 
[2] 

16.3 

26.8 

CONHL 

3114.0 
16.7 

C.  Wohlstetter,  chmn.  &  chmn. -ex.  comm.| 

D.  W.  Weber,  pres.  &  CEOt 

1333 
972 

5 
13 

99 
265 

7686 
2865 

262 

iT' 
[2] 

14.0 

7.8 

GTE 

17424.4 
17.3 

J.  L.  Johnson,  chmn.  &  CEO-sub. 
C.  R.  Lee,  pres.  &  COO-sub. 

1411 
934 

27 
73 

239 
137 

3765 
NA 

200 

J[ 
NA 

15.2 

14.8 

N 

McCAWCEUULAR 
COMMUNICATIONS 

504.2 
-27.0 

H.  S.  Eastman,  pres.                                 731*  NA 
C.  O.McCaw,  chmn.  &  CEO                        289  -5 

*  Includes  $400,000  bonus  pursuant  to  employment  ogreement.  * 

0 

53655e** 
*Estimoted  value 

NA 
69849 
realized  in 

NA          NA             NA  NA 
NA 

1 .5  million  options  granted  prior  to  IPO. 

N 
N 

MO 

6471.0 
28.8 

W.  G.  McGowon,  chmn.  1325 
V.  0.  Wright,  v-chmn.  1098 
Shores  of  restricted  stock  gronted:  chmn.,  634;  vice-chmn 

-2 
-9 
,  1,448 

7341 
0 

10753 
2909 

704 

i_L 

20.1 

NA 

METRO 
MOBILE  as 

143.7 
NA 

G.  L.  Lindemonn,  chmn.  &  CEO 
J.  E.  Brennan,  pres.  &  COO 

503 
296 

30 
22 

0 
0 

1 113 
718 

366 

T 
T 

NA 

NA 

N 
N 

NYNEX 

13210.6 
8.6 

D.  C.  Staley,  chmn.  &  CEOf 
W.  C.  Ferguson,  chmn.  &  CEO 

Units  distributed  os  shares  under  L-T  Incentive 

1 1 62  -9 
744  9 
Plan:  retired  chmn.. 

979  4696 
169  2291 
3,466;  chmn.,  1,930. 

162 

a 
m 

12.2 

-37.1 

PACIFIC  TELESIS 

9593.0 
15.7 

S.  Ginn,  chmn.,  pres.  &  CEO 
J.  E.  Hulse,  vice-chmn.  &  CFO 

920 
607 

19 
9 

906 
685 

3890 
2826 

209 

:T 
3] 

i4.2 

13.1 

SOUTHERN  N.E. 
TELECOMMUNS. 

1670.5 
15.7 

W.  H.  Monteith  Jr.,  chmn.,  pres.  &  CEO 
R.  F.  Neol,  sr.  v-p 

Shares  distributed  under  L-T  Incentive  Plan:  ch 

528 
289 
mn.,  3,780; 

20 
15 
sr.  v-p. 

0 
0 

1,427. 

1411 
762 

184 

[1 

14.0 

17.1 

SOUTHWESTCRN 
BEU 

8729,8 
13.1 

Z.  E.  Barnes,  chmn.  S  CEOf 
E.  E.WhitacreJr.,chmn.&CEO 

1591 
1065 

-14 
9 

913e 
414e 

7547 
4143 

190 

m 

12.8 

-0.2 

US  WEST 

9690,6 
13.8 

J.  A.  MacAllister,  chmn.  &  CEO 
R.  D.  McCormick,  pres. 

1310 
842 

-6 

-5 

192 
0 

4785 
2897 

168 

,T 

13.9 

8.4 

UNITED  TELECOM 

7549,0 
17.4 

W.  T.Esrey,pres.&CEOt 
P.  H.  Henson,  chmn.f 

1130 
951 

21 
16 

572 
400 

3272 
3489 

321 

i; 

7.0 

63.2 

US  WEST 

NEWVEaORGRGU^" 

189.5 
-9,1 

J.  E.  DeFeo,  pres.  &  CEO                            352  17 
J.  C.O'Neil,  v-p,gen.couns.&secy.             202  -3 

Shares  of  restricted  stock  assigned:  pres.,  1 5,000;  v-p,  4,000. 

0 
0 

920 

587 

NA 

NA 

NA 

-68.7 

NA 

N 
N 

32  '^^XTILES,  APIF'AREL  (consumer  products) 

NIKE 

1926.4 
29.8 

M.  G.  Parker,  v-p 
T.  E.  Clarke,  v-p 

308 
280 

NA 
NA 

16 
40 

NA 
NA 

466 

NA 
NA 

28.1 

181.3 

N 

REEBOK 

INTERNATIONAL 

1822.1 
20.7 

P.  B.  Fireman,  chmn.,  pres.  &  CEO 
F.  J.  O'Conneli,  sr.  v-p;  pres.-sub. 

14606 
922 

28 
14 

0 
0 

41469 
NA 

169 

NA 

22.9 

-53.3 

♦Resigned  2/15/90. 
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1959. 


KENTUCKY  STKAIGH  F  fli  iLiRE(i_)N  WHISICFV. 
ttfl  PROOF  (40S  Al-C  /VtJL  )  UlSl  ILI.ED  AND  HOTTLEU  BV 
IAME5B  BF-AM  DISTILLING  CO  .CLEKMONT  BEAM  KV 


,1 

Some  fifteen  years  ago, 
wo  young  men  had  a  visici 
computers  could  be  so  ea. 
people  to  learn... to  express 
they  had  never  done  befor* 


company  wi 


mm 


I.  mum  Shares 

Apple  Computer,  Inc 


Commtm  SI/K-k 
l>ecemb€r  in,  I9S0 

l*hci       n  Shan- 


would  choose 


vision.  As  Jo 


rote,  ':.Jhe  NASDAQ  syst 
the  ffbn^  the  wo 


small  town  in  California, 
ision  that,  one  d^y,  personal 
use,  that  they  would  enable 
open  their  minds  in  ways 
seems  natural  then  that  a 
ch  a  vision  of  the  profounc 
could  have  on  the  worlc 
>ck  market  that  shared  that 
lisbitt,  author  of  Megatrends 
id  its  companies  epitomize 

to  the  future AKlSOA£2' 

l^l*J\^     j  l/W  L/V  I  THE  STOCK  MARKET  FOR  THE  NEXT  lOOYEAflS. 


COMPANY 

EXECUTIVE 

1989 

COMPENSATION 

1987 

-89  PAY- 

■PERFORMANCE  ANALYSIS 

1989 

s  c---- 

S 

y.oi 

VF 

2532.7 

21.5 

L  R.  Pugh,  chmn.  &  CEO 

R.  E.  Gregory  Jr.,  pres.  &  prin.  oper.  offr. 

.  ^  ~  - 

s;: 

"0 
8 

112 
79 

6623 
4206 

1 1 1 

T 

18.6 

36.8 

33  TIRE  &  RUBBER  i 

NDUSTRIAL;  .C^s  TECH> 

GOODYEAR  nftE& 
RUBBER 

10869.3 
8.8 

T.  H.  Borretl.  chmn.  pres.  &  CEO 
J.  R.  Sardas,  exec,  v-p 

-  ; 

542 

9 

-16 

0 
0 

2793 
1790 

116 

T 
_3 

18.0 

163.4 

34  TOBACCO 

CONSUMER  PRODuaSi 

AM£RKAN  BRAJffiS 

7264.7 
21.0 

W.  J.  Alley  chmn.  &  CEO 
T.  C  Hays  pres.  &  COO 

1  542 
885 

1 1 

4C'S 
277 

4667 
NA 

1 83 

2 
\A 

'  9,6 

52.5 

UST 

682.5 
39.5 

L  F,  Bantle  chmn.  pres.  i  CEO 
J.  Africk  exec,  v-p 

2126 
"255 

23 
31 

3635 
45C 

9451 
5170 

296 

"2' 

36.0 

41.2 

35  TRUCKING 

(TRANSPORTATION) 

ALEXANDBt& 
BALDWIN 

R.  J.  Pfeiffer.  chmn.,  pres.  i  CEOi 
J.  C.  Couch  pres.  &  CEO-sub.: 

"467 

-42-6 

177 

26.8 

1C3.0 

36  UTILITIES  (UTILITIES) 

AMERKAN  ELEORK 
POWER 

5140.4 
14.3 

W.  S.White  Jr.,  chmn.  i  CEO 
R.  E.  Disbrow  pres.:  v-p-sub. 

432 

6 

0 

1862 
1214 

146 

3 

J_ 

13.S 

1 3. " 

BALTIMORE  G&E 

2004.1 
12.2 

G.  V.  McGowon,  chmn.  &  CEO 

C  H.  Poindexter,  v-chmn.;  pres--sub. 

SHori;  c-  -e;^  r'ea  ;*c<:*  c-caed:  chmn.. 

500  -5 
350  7 
33,500:  vice-chmn., 

0 
0 

16^. 

1390 
897 

119 

T 

3_ 

14.1 

-19.8 

CAROUNA 
POWER&LJCHT 

2480-S 

14.2 

S.  H.  Smith  Jr.  chmn.  pres.  &  CEO 
W.  E.Graham  Jr.  vice-chmn. 

4 1  2 

246 

9 

0 

1115 
67C 

142 

T 
T 

1 1.5 

4.9 

CSITERIOfi 
ENERGY 

9.6 

R.  A,  Miller  chmn,  &  CEO-sub. 

R.  J.  Fading,  pres.:  chmn.  &  CEO-sub. 

1105 
623 

117 

T 

_2 

6.1 

-27.1 

CENTRAL&  2549.0      M.  L  Borchelt  chmn.  &  CEO  44-         20  54  1272  139  12.9  -23.3 

SOUTHWEST  11.6      E.  R.Brooks  pres.  S  COO  320         11  26  854  _2_ 


CMS 
ENERGY 

2961.1 
15.9 

W.  T.  McCormickJr.  chmn.&CEO                 725  16 
S.  K.  Smith  Jr.,  pres.:  vice-<hmn. -sub.            455  13 

S^-es  c-  -esrrc-ec  s'cc*.  z-'^z':ie6z  cnmn.,  1 5,000; pre*.,  7,000. 

661 
375 

2849 
1460 

244 

3_ 
2_ 

13.9 

374.0 

COLUMBIA 
GAS  SYSTEM 

3204.4 

9.0 

J.  H.  O-oom.chmn.  pres.&CEO                   736  47 
R.  A.  Oswald,  exec  v-p  &  CfO                    341  62 

Sho'es  ii^e::  „-ze:  ccnnngent  stock oword: chmn., 3,000. 

0 

73 

1732 

NA 

131 

T 
NA 

7.6 

48.3 

COMMONWEALTH 
EMSON 

s-v  0 

J.  J.  O'Connor  chmn.  540 
W.  B.  Behnke  Jr.  vice-chmn.  330 

10 
20 

0 
0 

368 

1 36 

1C.6 

-40.6 

CONSOilDATED 
EDISON  Of  NY 

5550^6 
13.0 

A.  Hauspurg.  chmn.  S  CEO  808 
E.  R.  McGrath.  pres.  &  COO  441 

9 
46 

158 
48 

2517 
1113 

144 

13,0 

CONSOUDATED 
NATURAL  GAS 

2801.9 
10.9 

G.  A  Davidson  Jr.,  chmn.  &  CEO  520 
R.  H.  Murray,  vice-chmn.  382 

12 
7 

55 
72 

1693 
1629 

169 

-■;  .5 

DETROIT  EDISON 

3203.0 
1 6  5 

W.J.  McCarthy  Jr.,  chmn.  &  CEO  511 
J.  E.  Lobbia  pres.  &  COO  317 

13 

39 

0 

0 

1471 
732 

184 

T 

6.7 

33.7 

DOMINION 
RESOUIKES 

3699.9 
12.0 

W.  W.  Berry,  chmn.  &  CEO;  chmn. -sub.  587 
T.  E.  Capps,  pres.  &  COO;  v-chmn.-sub.  417 

Shc.-8s  of  r-esrricTed  srocs  a%*crceG  z-:r.r.  '  63 1  ■  p'-es. 

-7 
705. 

Q 
0 

1782 
1246 

128 

T 

13.3 

-11.1 

OUKEPOWmi 

3639.3 
14.2 

W.  S.  lee,  chmn.  &  pres.  551 
W.  H.  Owen,  exec  v-p  296 

3 

-5 

0 
0 

1538 
843 

143 

T 

2^ 

6.6 

ENRON 

9835.7 
13.0 

K.  LLoy,  chmn.,  pres.  &  CEO                     1365  40 
R.  D.  Kinder,  vice-chmn.:  pres-sub.                838  65 

Sncres     -es"  re^c         c-c-cea:  z-~-     6  C50:  vice-chrr.n.,  9,350. 

554 
186 

4090 
1397 

165 

6.8 

NA 

ENTERGY 

3724.0 
-11.1 

E.  Lupberger,  chmn.  &  pres.:  chmn. -sub.  675' 
J.  L  Maulden,  sr.  v-p  &  sys- exec                 50  " 
■'Corrc.e-jc'e-c  r .  r^'e'C'.  Se-^  ces  -c 

91 

SA 

0 
0 

13  "1 

N  A 

186 

T 

NA 

1.8 

NM 

m.  GROUP 

6"79.8 

"1,9 

J.  L  Broodhead,  pres.  &  CEO  1'93 
J.  J,  Hudiburg  chmn.&CEO-FPL  646 

S  A 

Q 

0 

NA 
182' 

136 

NA 

12.9 

-2.8 

GENERAL  PUBIK 
UnUTIES 

291  1  2 
13,7 

S.  H.Hoch,  chmn..  pres.  i  CEO  5:3' 
W.  G.  Kuhns.  chmn.,  pres.  &  CEOt  3S5" 
'Jo'.-ec  cc^ocn.  5.  3  39,  "Re-ect3  corroe^icric- 

S  A 

0 
0 

N  A 

1782 

226 

NA 

T 

13.6 

19.2 

LONGiSlAMD 
UGHTtNG 

2347.6 
-9.0 

W.  J.  Cfftocosinos  chmn.  &  CEO  544 
A  F.  Eorley  Jr.,pres.  &C00  257 

9 
13 

0 
0 

•368 

S34 

205 

T 

T 

1,3 

N  V 

NORTHEAST 
UTILJnES 

2206.3 
11.6 

V,',  B.Ellis,  chmn.  &  CEO;                         518  9 
B.M.  Fox,  pres.  &  COO;                          323  12 
Shc-e:  c-'^es— s'c--n  vesreci:  chmn.,  2,800;  pfes.,  1,430. 

0 
0 

■432 
862 

115 

T 
3_ 

11.9 

-27.4 

1 
[ 

NORTHERN  STATES 
POWER 

1989.7 
13.6 

J.  J.Howord  chmn.  pres.  &CEO                 583          11  0 
C  J.  Bloir,  sr  v-p-electric  utility                  234           2  0 
Shcres  of  ^ssT cTec  srocx  cr*c.'c>ed  urxSer  L-T  Incentive  Stock  Plan;  chmn.,  2,474, 

■370 
6S0 
sr.  v-p  674. 

133 

2 

-8.3 

I 

OMO  EDISON 

2155.0 
13.0 

J.  T.  Roger?  Jr.,  pres.;  chmn--sub.  432 
D.W.Tschappat,  exec  v-p  &  COO  290 

-5 
-4 

0 

0 

1324 
888 

152 

T 
2_ 

1  '.4 

-8.3 

( 
I 

PAOFK 
EffTBtPftl5ES 

6762.0 
10.4 

P.  A.  Miller,  chmn.  &  CEOt                         999  1 
J.  R.Ukropina  chmn.&CEO                       897  29 
*Shares  cf  resrrlcec  s-c<*  cwardeci-  present  chfrai.,  8,000. 

473 
353 

3768 
2768 

124 

T 

11.9 

106.3 

f 
I 

PAOFK  GA>> 
&E1ECTRK 

8588.3 
10.7 

R.  A.  Oarie.  chmn.  &  CEO  695 
S.  T.  Skinnef.  vice-chmn.  476 

53 
46 

0 

Q 

1697 

1  '71 

111 

5.6 

-18.7 

[ 
i 
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I    N   S   P   I    R   A  T 


O  N 


Sometimes  you 
face  the  task  and 
almost  wish  you  didn't 
aim  so  high.  Life  would 
be  simpler.  Solutions 
would  be  ready-made. 
A  weekend  could  be 
relied  upon  to  be  a 
weekend.  Overall, 
there'd  be  a  lot  less  time 
with  your  door  shut. 

You  can  say  it 
about  writing.  And  you 
can  say  it  about  creat- 
ing a  custom  package 
of  defined  contribution 
retirement  services. 
You  can't  run  with  what 
occurs  to  you  first,  or 
what  occurred  to  you 
last  time,  or  what  has 
occurred  to  others.  For 
no  reason  other  than 
you  just  can't. 

So  you  start  by 
building  a  relationship 


with  your  prospect. 
Rather  than  assume, 
you  ask.  Then  you 
clarify.  Call  back  and 
raise  an  issue.  Do  it 
until  the  substance  of 
the  problem  .solidifies, 
becomes  concrete. 

Only  then  can 
you  begin  to  craft  a 
really  effective  retire- 
ment package.  Work 
that's  worthy  of  the 
market  leader.  You 
ball  up  the  first  drafts 
and  shoot  baskets. 
Until  that  viewpoint, 
that  pure  perspective, 
wanders  by  and 
elects  to  make  itself 
apparent. 

You  have  your 
talent,  your  reputation, 
your  tools,  and  yet 
you  start  from  scratch 
every  time. 


Fidelily  Institutional 
Retirement  Services  Company' 


A  Fidelity  Investments  Company 

82  Devonshire  Street  L9C.  Boston,  MA  02109    T -800-345-5033.  Ext  5602  (In  Massachusetts,  call  collect,  617-570-5602) 


rthAmeri 
ut  we're  still  not  satisfi 
1981:  Number  one. 
1982:  Number  one. 
1983:  Number  one. 
1984:  Number  one. 
1985:  Number  one. 
1986:  Number  one. 
1987:  Number  one. 
1988:  Number  one. 
1989:  Number  one. 

UAVtSTAH. 


EKBeBTroggeoiiiPEimgigiP^CDKe»M«p^= 


COMPANY 

EXECUTIVE 

1989  COMPENSATION 

1987-89  PAY-PERFORMANCE  ANALYSIS 

1989 

TOTAL  ANNUAL  COMP, 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE;  \ 

SALARY  % 
&  BONUS 
$000 

CHANGE 
FROM 
1988 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $t00 
INVESTED 

RATING 

ROE 

CHANGE  IN  R 
ROE 

PAOFKORP 

3717.4 
14.8 

A.  M.  Gleason,  pres.  &  CEO  760 
G.  K.  Drummond,  exec,  v-pi  chmn.-sub.  556 

Shares  expected  to  be  awarded:  pres.,  1 3,300;  exec,  v-p. 

51 
11 

1 1,020. 

72e 
64e 

.1864 
1587 

149 

[3] 

a 

14.3 

7.8 

PANHANDLE 
EASTERN 

2781.0 
4.9 

R.  0.  Hunsucker,  chmn.,  pres.  &  CEO-sub. 
C.  E.  Lasseter,  group  v-p  &  CFO-sub. 

658 
258 

36 
53 

0 
0 

2300 
646 

129 

H 

m 

-2.0 

NM 

PENNSYLVANIA 
POWER  &UGHT 

2356.4 
14.3 

R.  K.  Campbell,  chmn.,  pres.  &  CEO  379 
J.  T.  Kautfman,  exec,  v-p  &  COO  250 

Shares  of  restricted  stock  awarded:  chmn.,  1 ,630;  exec,  v 

6 
12 
p,  1,080. 

0 
0 

1064 
691 

140 

:J_ 

13.5 

18.2 

PHILADELPHIA 
ELEaRIC 

3405.6 
13.2 

J.  F.  Paquette  Jr.,  chmn.,  pres.,  CEO  &  COO 
C.  A.  McNeill  Jr.,  exec,  v-p-nucleor 

622 
487 

39 
49 

0 
0 

NA 
NA 

131 

NA 
NA 

13.1 

-2.9 

POTOMAC  ELECTRIC 
POWER 

1394.9 
14.7 

W.  R.  Thompson,  chmn. 
E.  F.Mitchell,  pres.  &  CEO 

955 
487 

2 
12 

0 
0 

2542 
1304 

115 

B 

15.9 

-15.2 

PUBUC  SERVICE 
ENTERPRISE 

4804.9 
12.9 

E.  J.  Ferland,  chmn.,  pres.  &  CEO-sub. 
E.  I.  Morris,  v-p;  sr.  exec.  v-p-PSESG 

685 
422 

5 
0 

0 
0 

1839 
1229 

132 

<A} 

13.4 

24.0 

SAN  DIEGO 
GAS  &  ELEaRIC 

2082.5 
14.0 

T.  A.  Page,  chmn.,  pres.  &  CEO  647 
J.  E.  Thomas,  exec,  v-p  &  COO  333 

Shores  delivered  tree  of  restrictions;  chmn.,  4,330;  exec,  v 

23 
24 
-p,  1,663. 

0 
0 

1653 
859 

156 

lIj 

13.9 

-11.5 

SCECORP 

6904.4 
14.7 

H.  P.  Allen,  chmn.,  pres.  &  CEO 
D.  J.  Fogorty,  exec,  v-p 

Shares  of  restricted  stock  awarded:  chmn.,  1 2 

965  13 
465  11 
500.  Restricted  stock 

0 
0 

cash  equivalents 

2568 
1262 
oworded: 

138          ^  14.4 

L3j 

chmn.,  2,500;  exec,  v-p,  12,500. 

-0.9 

SONAT 

1778.5 
9.7 

R.  L.  Kuehn  Jr.,  chmn.,  pres.  &  CEO 

D.  G.  Russell,  sr.  v-p;  chmn.  &  CEO-sub. 

848 
475 

7 
NA 

449 

0 

2749 
NA 

211 

m 

NA 

8.5 

NA 

TEXAS  UTILITIES 

4320.5 
12.3 

J.  S.  Forrlngton,  chmn.  &  CEO 
E.  Nye,  pres. 

500 
375 

4 
6 

0 
0 

1412 
1046 

139 

m 
m 

12.4 

-12.4 

UNION  ELECTRIC 

2010.3 
13.6 

W.  E.  Cornelius,  chmn.  &  CEO 
E.  K.Dille,  pres. 

525 
345 

13 
8 

0 
0 

1455 
967 

120 

■3] 

^3j 

14.5 

-7.7 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


Abbott  Loboratories  1 1 

Bornetl  Bonks  5 

Conogro  13 

Fleet/Norstor  5 

Intl.  Poper  24 

Notional  Service  Inds.  12 

Public  Service  Entrps.  36 

Textron  9 

Aetna  Life  &  Cosualty  21 

Bousch  8.  Lomb  1  1 

Cons.  Edison  of  NY  36 

FlightSotety  Intl.  30 

ITT  9 

NCNB  5 

Quaker  Oats  13 

Time  Warner  2 

Ahmanson  (H.  F.)  21 

Baxter  International  1  1 

Cons,  Noturol  Gas  36 

Fluor  30 

Johnson  &  Johnson  1 1 

NCR  22 

Rolston  Punno  13 

Times  Mirror  2( 

Air  Products  8 

Becton,  Dickinson  1 1 

Consolidated  Papers  24 

Ford  Motor  4 

Johnson  Controls  16 

Nev/  York  Times  26 

Reebok  International  32 

Torchmark  2 1 

Albertson's  28 

Bell  Atlontic  31 

Consolidoted  Roil  27 

FPL  Group  36 

K  mort  29 

Newmont  Gold  18 

Republic  New  York  5 

Transomerico  2 

Aico  Standard  9 

Bellsouth  31 

Contel  31 

Franklin  Resources  21 

Kellogg  13 

Newmont  Mining  18 

Reynolds  Metals  18 

Travelers  21 

Alexander  &  Boldwin  35 

Berkstiire  Hathowoy  21 

Continentol  21 

Freeport-McMoRan  8 

Kemper  21 

Nike  32 

Rockwell  Intl.  9 

Tribune  26 

Allied  Signol  9 

Boeing  1 

Cooper  Industries  12 

Gannett  26 

Kerr  McGee  20 

Nordstrom  29 

Rohm  &  Hoos  8 

TRW  9 

Alltel  31 

Boise  Coscode  24 

CoreStates  Financial  5 

General  Cinemo  6 

Kimberly-Clorl  24 

Norfolk  Southern  27 

Rubbermaid  19 

Tyco  Loboro: 

Alcoo  18 

Borden  13 

Corning  19 

General  Dynamics  1 

Knight-Ridder  26 

Northeast  Utilities  36 

Ryder  System  30 

Tyson  Foods  1  .j 

Amox  18 

Bristol  Myers  Squibb  1  1 

CPC  International  13 

Generol  Electric  9 

Lilly  lEIil  11 

Northern  States  Power  36 

Safeco  21 

UAL  2 

Amerada  Hess  20 

Browning-Ferris  30 

Croy  Reseorch  22 

General  Mills  13 

Limited  29 

Norwest  5 

Solomon  21 

Union  Camp  2C 

Amerlcon  Brands  34 

Brunos  28 

Crown  Cork  &  Seal  10 

Generol  Motors  4 

Lincoln  Notional  21 

Novell  22 

Son  Diego  Gos  &  Elec.  36 

Union  Corbidr  i 

Americon  Cyanamid  8 

Burlington  Northern  27 

CSX  27 

Generol  Public  Utilities  36 

Litton  Industries  12 

NYNEX  31 

Sonta  Fe  Pacific  27 

Union  Elecrric  3 

American  Electric  Pwr.  36 

Burlington  Resources  20 

Dana4 

General  Re  21 

Lockheed  1 

Occidental  Petroleum  20 

Sara  Lee  13 

Union  Pacific  2* 

Americon  Express  21 

Campbell  Soup  13 

Deere  1  5 

Genuine  Ports  30 

Loews  21 

Ohio  Edison  36 

SCECorp  36 

Union  Texas  Pet^ 

Americon  Generol  21 

Capitol  Cilies/ABC  26 

Delta  Air  Lines  2 

Georgio-Pocific  24 

Long  Island  Lighting  36 

Oracle  Systems  22 

Schering-Plough  1  1 

Unisys  22 

American  Home  1 1 

Carnival  Cru.se  Lines  17 

Deluxe  22 

Gillette  25 

Louisiono-Pocific  24 

Oryx  Energy  20 

Schlumberger  23 

United  Technolo  :  i 

Americon  Infor.  Tecti  31 

Caroline  Pov/er  &  Light  36 

Detroit  Edison  36 

Golden  West  Finonciol  21 

Monutocturers  Hanover  5 

Paccar  4 

Scott  Paper  24 

United  Telecom.  '> 

Americon  Intl.  Group  21 

Coterpillor  IS 

Digital  Equipment  22 

Goodyeor  33 

Morion  Merrell  Dow  1  1 

Pacific  Enterprises  36 

Sears,  Roebuck  29 

Unocol  20 

CBS  26 

Groce  (W.  R.)  8 

Marriott  14 

Pacific  Gos  &  Electric  36 

Security  Pocific  5 

Unum21 

American  Tele.  &  Tele.  31 

Disney  (Wolt)  17 

Pacific  Telesis  Group  31 

Americon  TV  &  Comm.  26 

Centel  31 

Grainger  (W  W.)  30 

Marsh  &  McLennan  21 

Upjohn  1  1 

Dominion  Resources  36 

Sherwin-Williams  7 

Amoco  20 

Centerior  Energy  36 

DonnelleylR.  R.)&Sans30 

Great  Lakes  Chemical  8 

Martin  Marietto  1 

Pocificorp  36 

Snap-on  Tools  1  5 

US  Bancorp  5 

AMP  12 

Centrol  &  South  V^esl  36 

Great  Nortti,  Nekooso  10 

Moytog  3 

Poll  9 

US  West  31 

Dover  1 5 

Greot  Western  21 

Panhandle  Eastern  36 

Sonot  36 

Chompion  International  24 

US  West  Ne^v 

AMR  2 

Dow  Chemical  8 

MCA  17 

Paramount  Comm.  17 

Sonoco  Products  10 

USF&G21 

Chose  Monhotton  5 

GTE  31 

Anodorko  Petroleum  20 

Dow  Jones  26 

Holliburton  23 

McCow  Cellular  Comm.  31 

Porker-Honnifin  19 

Southern  New  Eng.  Tel.  31 

UST  34 

Chemical  Bonking  5 

Antieuser  Busch  6 

Dresser  Industries  23 

Harris  12 

McDonald's  14 

Pennsylvania  P&L  36 

Southwestern  Bell  31 

USX  9 

Chemical  Waste  30 

Aon  21 

Chevron  20 

Du  Pont  8 

Heinz  (H.  J.)  13 

McDonnell  Douglas  1 

St.  Paul  Cos,  21 

VF  32 

Pennzoil  20 

Apple  Computer  22 

Chrysler  4 

Duke  Power  36 

Hercules  8 

McGrow-Hill  26 

PepsiCo  6 

Stanley  Works  1  5 

Vulcan  Material 

Archer-Doniels  13 

Chubb  21 

Dun  &  Brodstreet  26 

Hershey  Foods  13 

MCI  Communicotions  31 

Pfizer  1  1 

Student  Loon  ,Mktg,  21 

Wolgieen  29 

Arco  Chemical  8 

Cigna  21 

Eostmon  Kodak  1 7 

Hewlett-Packard  22 

Meod  24 

Phelps  Dodge  18 

Sun  20 

Warner-Lambert 

Armstrong  World  Inds.  3 

Cincinnati  Bell  31 

Eaton  4 

Hillenbrond  Industries  19 

Melville  29 

Philodelphio  Electric  36 

Sun  Microsystems  22 

Washington  Pos  * 

Ashland  Oil  20 

Cincinnoti  Financial  21 

Emerson  Electric  12 

Hilton  Hotels  14 

Merck  1 1 

Philip  Morris  13 

Suntrust  Bonks  5 

Waste  Manager  tJ 

Atlantic  Rictifield  20 

Citicorp  5 

Enron  36 

Homestoke  Mining  18 

Merrill  Lynch  21 

Phillips  Petroleum  20 

Syntex  1  1 

Weis  Morkets  2i' 

Automotic  Doto  22 

Clorox  25 

Entergy  36 

Honeywell  16 

Metro  Mobile  CTS  31 

Pioneer  Hi-Bred  Intl.  13 

Sysco  13 

Wells  Forgo  S 

Avery  International  19 

CMS  Energy  36 

Exxon  20 

Hormel  (Geo.  A.|  &  13 

Microsoft  22 

Pitney-Bowes  22 

Tombronds  25 

Westinghouse  £1  : 

Avnet  30 

CNA  Financial  21 

Federol  Express  30 

Household  International  9 

MinnesotoMin  &  Mfg  19 

PNC  Financial  5 

Tandem  Computers  22 

Westvoco  24 

Avon  Products  25 

Coostol  20 

Federol  Home  Loon  21 

Humono  30 

Mobil  20 

Poloroid  17 

Tondy  22 

Weyertiaeuser  2 

Boker  Hughes  23 

Coco-Colo  6 

Federal  Noll.  Mort.  21 

Illinois  Tool  Works  19 

Monsanto  8 

Potomac  Electric  Power  36 

Teledyne  9 

Wliirlpool  3 

Baltimore  Gas  &  Electric  36 

Coca-Colo  Enterprises  6 

Fiftti  Third  Bancorp  5 

Ingersoll-Rand  1 5 

Morgon  (J,  P|  5 

PPG  Industries  7 

Temple-lnlond  10 

Whitman  9 

Bone  One  5 

Colgate-Palmolive  25 

First  Chicago  5 

Intel  12 

Morgon  Stonley  Group  21 

Premier  Industrial  30 

Tenneco  9 

Willamette  Indt 

Bank  of  New  York  5 

Columbio  Gas  36 

First  Interstate  Boncorp  5 

Intl.  Business  Machines  22 

Motorola  12 

Price  29 

Texaco  20 

Winn-Dixie  Stor,« 

BankAmerico  5 

Commonwealth  Edison  36 

First  Union  5 

Intl.  Flavors  &  Frog.  25 

Nolco  Chemical  8 

Primerica  21 

Texas  Instruments  12 

Wrigley(Wm,)J.t 

Bonkers  Trust  5 

Compaq  Computer  22 

First  Wochovio  5 

Intl.  Minerols  &  Chemical  8 

NotI,  Medicol  Enter.  30 

Procter  &  Gomble  25 

Texos  Utilities  36 

Xerox  22 

Footnotes  on  page  64 
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Let  Lufthansa  take  you  to  the  place 
where  the  climate  keeps  getting  warmer. 
Eastern  Europe. 


Remember  the  Iron  Curtain?  Not  so  long  ago, 
Eastern  Europe  seemed  remote  and  uninviting 
to  travellers  from  the  West. 
Today,  of  course,  the  climate  has  improved  dra- 
matically. And  while  many  western  airlines  are 
just  now  beginning  to  open  up  routes  to  the 
East,  to  Lufthansa,  Eastern  Europe  is  already 
familiar  ground. 

In  fact,  no  other  airline  flies  to  more  countries  in 
Eastern  Europe  than  Lufthansa.You  will  even  find 
Lufthansa  offices  throughout  Eastern  Europe, 
staffed  by  people  who  have  the  experience  to 
help  you  with  local  travel  arrangements,  hotels, 
rental  cars  and  more. 

As  western  travellers  rediscover  Eastern  Europe, 
no  wonder  so  many  take  the  airline  that  never  left. 


People  expect  the  world  of  us. 


Lufthansa 

Lufthansa  is  a  participant  in  ttie  mileage  programs  of  United.  Delta. 
USAir  and  Continental/Eastern-  See  your  Travel  Agent  for  details. 


e 


FINANCIERS  I 


WHAT  HAS  FIVE  PARTHERS, 
NO  BOSS,  AND  BIG  PLANS? 


Investcorp  is  after  high-stakes  game — and  now  it  has  bagged  Saks 


If  Hollywood  wanted  to  cast  a  team 
of  dashing  leveraged-buyout  special- 
ists for  a  high-finance  thriller,  the 
New  York  office  of  Investcorp  Bank 
E.  C.  would  be  the  last  place  to  look.  It's 
not  that  the  group  lacks  talent:  Robert 
Glaser,  Oliver  Richardson  Jr.,  Savio 
Tung,  Paul  Soldatos,  and  John  Thomp- 
son have  strung  together  an  impressive 
list  of  deals.  But  this  buttoned-down, 
low-profile  bunch  is  a  far  cry  from  the 
high-living  dealmakers  of  Wall  Street. 
The  Invisible  Man  is  more  their  style. 

Sometimes,  it  pays  to  be  low-key. 
Based  in  Bahrain,  Investcorp  is  backed 
largely  by  wealthy  Arabs  with  an  enor- 
mous appetite  for  U.  S.  and  European 
properties.  Since  1983,  the  firm  has  qui- 
etly engineered  $3.5  billion  worth  of 
deals,  157('  of  them  in  North  America. 
Among  the  New  York  team's  buyouts 
are  Tiffany  &  Co.,  yacht  maker  Ber- 
tram-Trojan, and  the  Peebles  depart- 
ment store  chain.  Typically,  Investcorp 


cashes  out  of  its  deals  within  three  to 
seven  years.  The  firm's  hallmark  is  fi- 
nancial muscle  linked  with  conservative 
financing.  A  major  LBO  rival  calls  Invest- 
corp "one  of  the  best-kept  secrets  in  the 
business." 

No  longer.  The  Investcorp  team  broke 
into  the  big  leagues  on  Apr.  25  when  it 
announced  an  agreement  to  buy  Saks 
Fifth  Avenue  for  $1.5  billion.  One  of  the 
most  profitable  specialty  store  chains 
left,  the  45-store  retailing  gem  was  put 
on  the  block  last  fall  by  British  conglom- 
erate BAT  Industries  PLC  as  part  of  a 
restructuring  to  fend  off  a  takeover. 
Other  bidders  included  such  heavy- 
weights as  Neiman-Marcus  owner  Gen- 
eral Cinema  Corp.  and  Dillard  Depart- 
ment Stores  Inc. 

HANDS-OFF  BACKER.  Glaser  declines  to 
provide  details  about  how  the  deal  will 
be  structured.  But  he  says  it  will  involve 
a  substantial  equity  base  to  provide  Saks 
with  an  "extremely  strong  balance 


sheet."  He  adds:  "It's  nothing  111 
Campeau  deal. . . .  This  is  not  a  jv' 
aged  buyout."  Saks  Chairman  Mebi 
cobs,  who  joined  with  Japan's 
Stores  Co.  to  submit  a  competin 
was  unavailable  for  comment.  Bi 
management  group  may  well  dec 
stay  on.  Investcorp  is  known  as  a  1 
off  financial  backer  that  relies  on 
ing  management  to  sliape  strategy 
erally,  management  gets  stakes  of 
20%  in  Investcorp  companies. 

Investcorp  is  unusual  among  b 
firms  in  that  it  lacks  a  hiery 
Thompson,  42,  works  exclusively  o 
estate  investments.  But  none  of  th 
er  members  specializes,  and  there 
leader.  "We  don't  have  a  superstai 
tality,"  says  Richardson,  45. 
wouldn't  tolerate  it,  even  if  one 
wanted  to."  To  facilitate  communit 
the  five  work  in  a  row  of  offices  se 
ed  by  giant  glass  windows.  They 
the  work  on  deals — usually,  two 
bers  to  a  transaction.  Glaser,  38,  I 
that  at  any  time,  one  can  pick  up  ' 
another  leaves  off.  When  Glaser  w 
Italy  on  his  honeymoon  in  Septe 
Soldatos,  40,  took  the  reins  on  I 
corp's  buyout  of  the  Color  Tileiij 
chain — a  complex  deal,  because  oibj 
ken  covenants  the  group  discover! ! 
outstanding  Color  Tile  bonds. 

But  now  that  they  have  hurdled  I 
billion  barrier,  the  margin  for  er 
smaller.  They  also  risk  spreading 


BRAND-NAME  BUYOUTS 

Including  Saks,  Investcorp  will  have  made  $5  billion  in 
quisitions  since  1983.  Some  highlights: 


SAKS  FIITH  AVENUE 


Prestigious  and  profitable  retailer  to  be  bought  by  Inv< 
corp  for  $1.5  billion  by  summer,  1990 


CARVEl 


Ice-cream-store  chain  bought  for  $80  million  in  Decen 
ber,  1989.  Will  explore  synergies  with  Investcorp's  da 
processor  DeUwood  Foods 


COLOR  TILi 


Floor-covering  specialty  retailer  acquired  from  Knoll  I 
temational  Holdings  for  $450  million  in  December,  19: 


PEEBLES  DEPARTMENT  STORES 


Retail  chain  with  38  units  acquired  in  1986  for  $85  miUi 
Sold  for  $160  million  in  January,  1990 


TIFFANY 


Jewelry  retailer  and  designer  bought  in  September,  19 
for  $135  million.  Investcorp  sold  Tiffany  building  for  $' 
million  and  took  company  public  in  1987  with  a  market 
value  of  $190  million 

DATA:  BW,  COMPANY  REPORTS 
SOLDATOS,  TUNC,  GLASER  (STANDING);  RICHARDSON,  THOMPSON  (SEATED) 
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NOT  LONG 
^  AGO,  MICHIGAN 
WAS  JUST  A  KID  IN 
PLASTICS  INDUSTRY 

The  kid  sure  has  come  of  age.  Why,  in  the  mid-1980's  alone,  Michigan  accounted  for  half  of  all  new 
plastics-related  jobs  in  the  Great  Lakes  States  and  one-quarter  of  the  plastics  job  growth  nationally 
And  not  sinaply  because  of  the  increased  use  of  plastics  in  the  auto  industry  ■  Many  industries  draw 
on  the  expertise  and  resources  of  Michigan's  growing  number  of  plastics  application  centers.  Fabrica- 
tor support  industries  are  already  in  place  Resin  producers  benefit  from  nearby  chemical  feedstocks 
Then  there's  Michigan's  state  government:  committed  to  providing  the  best  possible  climate 
for  expansion  and  growth.  ■  The  right  markets  are  here,  too  As  Carl  Haas,  President  of  Blue 
Water  Plastics,  puts  it,  "Michigan  is  a  great  environment  for  expansion.  We  could  not  service  our 
customers  if  we  were  in  Illinois  or  Tennessee.  We  need  to  be  where  the  engineering  centers  are" 
■  There  are  many  other  reasons  to  consider  Michigan.  Call  (517)  373-8495  or  simply  write  Larry 
Meyer,  Director,  Michigan  Department  of  Commerce,  525  W,  Ottawa,  Lansing,  Ml  48909 

MY,  HOW  WE'VE  GROWN. 


MXMGAN 

The  future.  We're  makinn  more  oi  it  here. 


The  Hotel  Royal  Taipei. 
Contemporary  refinement  and 
sophistication  that's 
reminiscent  of  Old  World  charm 
Along  with  uniquely 
personalized  service  that  helps 
make  a  stay  memorable. 
Experience  it. 


hotel  royal  taipei 

37-1,  Section  2.  Chung  Shan  North  Road.  Taipei,  Taiwar 
Tel   542-3266  Telex:  23916  Fax  543-4897 


^nikkO  hotels  international 

For  reservations,  call  your  travel  agent, 
the  nearest  LRI  office,  Japan  Airlines  office 
or  Nikko  Hotels  International. 
Toll  free  in  U.S.  and  Canada 
1-800-NIKKO-US  (645-5687) 


THi;  (;r.\.ni)i;  i'oui.kctio.n  ok  hi)Ti;i..s 


selves  too  thin.  A  lean  structure  has  en- 
abled Investcorp  to  act  quickly.  But  with 
a  dozen  companies  already  in  its  portfo- 
lio, the  New  York  office  may  find  itself 
overstretched  with  the  addition  of  Saks, 
say  rivals.  Glaser  contends  that  that 
shouldn't  be  a  problem.  Investcorp 
makes  aggressive  use  of  outside  board 
members  and  others  to  monitor  company 
operations,  he  says,  leaving  the  partners 
free  to  focus  on  financial  transactions. 
ARABIAN  TOUCHES.  Investcorp's  founder 
is  Nemir  A.  Kirdar.  An  Iraqi  national 
with  an  MBA  from  Fordham  University, 
Kirdar  ran  Chase  Manhattan  Corp.'s 
200-person  Persian  Gulf  operations  dur- 
ing the  1970s  oil  boom.  Glaser,  Tung, 
and  Richardson  reported  to  Kirdar  in 
Bahrain.  Soldatos,  employed  by  Chase  in 
New  York,  met  Kirdar  through  a  special 
project.  Thompson  was  a  customer  of 
Chase's  Persian  group.  The  amount  of 
wealth  in  the  gulf  region  was  stagger- 
ing, but  few  of  the  mo- 
guls had  experience  in 
overseas  investment. 
To  Kirdar,  that  was  a 
golden  opportunity.  He 
left  Chase  in  1981  and 
founded  Investcorp  in 
1982.  Later,  the  group 
that  formed  the  New 
York  office  joined  him. 

The  Arab  presence  in 
the  New  York  quarters 
is  unmistakable.  The 
Park  Avenue  office  is  a 
recreation  of  the  Bah- 
rain headquarters,  with 
dark,  wood-paneled 
walls,  Persian  rugs, 
and  walls  covered  with 
19th  century  paintings  and  prints  of  Mid- 
eastern  scenes.  White-coated  attendants 
serve  food  and  drink. 

The  firm's  office  in  Bahrain  handles 
fund  management  and  capital-markets 
arbitrage.  Besides  the  New  York  group, 
Investcorp  has  a  six-person  London  of- 
fice, which  has  made  quite  a  splash  in 
Europe.  Its  portfolio  includes  prestigious 
French  jewelry  maker  Societe  Nouvelle 
Chaumet  and  a  30%  interest  in  Computa- 
center  Ltd.,  a  major  British  distributor 
of  microcomputers.  Investcorp's  most 
daring  European  investment  was  Guccio 
Gucci.  In  1988,  the  London  office  bought 
50%  of  the  company  from  warring  Gucci 
relatives.  It  was  a  calculated  bet  on 
Maurizio  Gucci,  scion  of  the  fashion  fam- 
ily, who  held  the  other  50%.  He  has  since 
been  cleared  of  Italian  tax-evasion 
charges,  and  the  investment  has  turned 
out  to  be  shrewd  and  profitable. 

In  both  Europe  and  North  America, 
Investcorp  has  an  enviable  reputation 
for  closing  deals  quickly.  That's  attribut- 
able in  large  part  to  its  deep  pockets:  On 


Investcorp  has 
a  reputation 
for  closing 
deals  quickly.  But 
its  partners  also 
know  when  to 
wait.  It  took  three 
years  to  nab  Carvel 
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deals  involving  as  much  as  $300  m 
it  can  pay  the  whole  price  up  fron 
farm  out  pieces  of  equity  and  de 
additional  investors  afterward. 

But  the  Investcorp  partners  arer 
ways  in  a  hurry.  Tung,  38,  is  know 
his  patience.  It  took  him  three  yea 
nab  Carvel.  He  became  intereste( 
cause  Investcorp  already  owned 
wood  Foods  Inc.,  a  dairy  concern  i 
the  road  from  Carvel  headquarte 
Yonkers,  N.  Y.  He  saw  the  potenti; 
synergy.  Also,  Carvel  was  a  s 
brand  name  in  need  of  fresh  markt 
So  Tung  began  courting  its  feisty, 
genarian  owner,  Tom  Carvel,  whoi 
turned  away  buyers  for  years.  Thei 
played  golf  occasionally,  and  Tung  | 
ed  Carvel  monthly.  Last  December,  \ 
vel  capitulated,  and  Investcorp  bo 
him  out  for  $80  million. 

Glaser  declines  to  reveal  his  grctu  i 
overall  profits.  On  Tiffany,  which  it 
public  after 
years,  the  return  o 
$8.9  million  ec 
stake  in  the  deal  to 
1,200%.  But  not 
deal  has  been  so 
zling.  In  early  198J 
vestcorp  joined 
management  to 
trucking  com{ 
Burnham  Service  ( 
for  $160  million.  W 
the  first  year, 
ham  lost  several 
accounts.  Since 
Investcorp  has  hat 
replace  Burnhs 
management  and 

 I  in  additional  equit 

$35  million  through  a  restructuring, 
The  partners  look  for  companies 
a  strong  niche  or  market-leading 
tion.  They  avoid  areas  that  are  hei 
regulated,  such  as  communicati 
Most  of  their  buyouts  have  involved 
ury-goods  firms,  manufacturers,  or 
tailers.  In  December,  Investcorp  bic 
Bloomingdale's,  but  the  auction 
called  off.  That  same  month,  it  boi 
Color  Tile,  the  floor-covering  comp 
for  $450  million.  Says  Soldatos:  'It 
tremendous  brand  name." 

Not  nearly  as  tremendous  as 
Glaser  says  Investcorp  plans  to  exp 
expansion  for  the  retailer  both  in  Eui 
and  in  Asia.  The  firm's  real  estate  sa' 
will  likely  come  into  play  as  well.  Sa 
landmark  Fith  Avenue  building  is  w( 
at  least  $200  million,  and  Invest( 
could  sell  the  building  and  lease  it  bi 
as  it  did  with  the  Tiffany  building.  W 
ever  happens,  no  one  will  mistake 
vestcorp  for  the  Invisible  Men  again 

By  Andrea  Rothman  in  New  York, 
bureau  reports 
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''You  'II  never 
know  how  sweet 
freedom  can  be 
unless  you've  lost 
it for  8/2  years!' 

EVEREIT  ALVAREZ,  JR 
VIETNAM  POW 

Everett  Alvarez,  Jr.  was  starved, 
beaten  and  forced  to  endure 
unspeakable  tortures. 

His  years  of  horror  began  in 
1964  when  the  U.S.  Navy  plane 
he  was  piloting  got  shot  down 
over  the  Gulf  of  Tonkin.  For  the 
next  8 /i  years  he  was  a  prisoner 
of  war — the  longest  held  in 
North  Vietnam. 

During  those  endless  months 
he  struggled  to  preserve  his 
honor  and  his  sense  of  self.  And 
by  his  example  inspired  dozens 
of  other  POW's. 

"When  you're  caged  up  in  an 
alien  land,  "  relates  Alvarez, 
'you  begin  to  understand  the 
essence  of  liberty,  and  what  we 
have  here  in  this  country  ... 

"The  return  to  freedom  was 
exhilarating.  Everything  I 
touched  felt  good.  Everything  I 
ate  tasted  good.  Everything 
smelled  so  good.  It  was  sweet 
beyond  belief.  Now,  I  wake  up 
every  day  and,  no  matter  what  1 
have  to  face,  1  look  forward  to  it 
with  anticipation.  I'm  here  and 
able  to  choose,  able  to  do,  able 
to  act  as  a  free  individual  " 
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STRATEGIES  I 


CAN  COLGATE  IMPORT 

ITS  SUCCESS  FROM  OVERSEAS? 


CEO  Reuben  Mark  aims  to  make  the  company  perform  as  well  at  home  as  it  does  abroad 


At  first  glance,  Colgate- 
Palmolive  Co.  sparkles 
like  a  healthy  smile.  Its 
chairman,  Reuben  Mark,  has  re- 
focused  the  company  and  buffed 
up  its  bottom  line  since  assuming 
the  top  post  at  the  world's  No.  1 
toothpaste  company  in  1984.  And 
last  year,  Colgate's  earnings  per 
share  grew  by  more  than  15% 
for  the  fifth  straight  year. 

But  the  gleam  masks  problems 
in  Colgate's  domestic  business. 
Last  year,  foreign  operations 
contributed  64%  of  Colgate's  $5 
billion  in  sales  and  63%-  of  its 
$481  million  in  operating  profits. 
Back  home,  Colgate  has  long 
been  in  need  of  some  drilling  and 
filling.  Even  though  it  owns  such 
famous  brands  as  Colgate  tooth- 
paste, Palmoiive  dishwashing  de- 
tergent, and  Ajax  cleanser,  the 
company  earns  most  of  its  U.  S. 
profits  from  an  obscure  line  of 
pet  foods  (page  116).  Colgate's 
domestic  operating  margins  for 
household  products  are  less  than 
half  the  9.8%'  it  enjoys  overseas 
and  have  shown  essentially  no 
improvement  in  years  (chart). 
LONG  SHOT.  As  Colgate  heads 
into  the  1990s,  the  51-year-old 
Mark  aims  to  make  Colgate  U.  S. 
as  profitable  as  Colgate  abroad. 
To  do  so,  he's  trying  a  risky 
strategy.  The  company  is  cutting 
costs  in  its  relatively  weak  detergent 
lines  by  paring  trade  promotions — the 
discounts,  fees,  and  other  enticements  it 
offers  to  retailers  who  stock  its  prod- 
ucts. At  the  same  time,  Colgate  is  rais- 
ing prices  on  its  stronger  brands,  such 
as  toothpaste  and  dishwashing  liquids. 
Both  moves  have  already  cost  Colgate 
unit  volume  and  market  share.  But 
Mark  believes  that  the  increased  profit- 
ability will  more  than  make  up  for  lost 
sales.  And  he'll  use  those  added  profits 
to  fund  an  aggressive  new-product  roll- 
out starting  in  1991. 

For  the  moment,  the  gamble  appears 
to  be  paying  off  despite  the  lost  market 
share.  Colgate's  domestic  profits  in 
household  products  doubled  last  year,  to 


$30  million  aftertax  on  $1..' 
lion  in  sales.  With  four  con: 
tive  quarters  of  growth  thn 
the  first  quarter  of  1990,  Cui 
U.S.  appears  to  be  buil  n 
steam  for  the  first  time  sincitiic 
mid  1980s.  "The  compan  i: 
clearly  more  focused  on  pnr 
ing  profits  and  walking  ; 
from  business  that  wasn't  s  d. 
to  have,"  says  Jay  H.  Freedai 
a  household-products  anifs 
with  Kidder,  Peabody  &  Co. 
ALSO-RAN.  Colgate's  timing  bfc 
good.  After  a  costly  decade-iEi 
flurry  of  product  introductuf. 
rivals  Unilever  and  Procte  4 
Gamble  Co.  may  be  lookin  t' 
widen  margins,  too.  So  Colat; 
figures  they're  unlikely  to  la  ici 
a  price  war.  It  had  betteibt 
right:  With  only  $5  billioi  ir 
sales,  Colgate  is  dwarfedibs 
packaged-goods  leaders  16 
which  has  $21  billion  in  se 
and  Unilever,  with  $34  billio)  I' 
the  U.  S.,  Colgate  is  a  pereiiia 
also-ran  to  P&G  or  Unilever  i  a 
categories  where  they  comet 
head-on.  Toothpaste,  Colg;e': 
strongest  line,  has  a  28%-  sm 
of  the  market  compared  itr 
P&G's  34%. 

Colgate's  domestic  proba 
stem  from  the  mid-1970s,  whi  if 
embarked  on  a  series  of  ec' 
acquisitions.  At  the  height  o  . 
diversification,  Colgate  products  inut 
ed  golf  clubs,  tennis  rackets,  koshenoi 
dogs,  and  coral  jewelry.  Colgate  brai 
house-cleaning  in  the  late  1970s  and  dh 
tinued  when  Mark  became  chief  e>!;'i 
tive  in  1984.  He  has  since  pared  Coliti 
down  to  five  core  categories:  toothp:t« 
soap,  detergents,  household  cleain 
and  pet  food. 

Overseas,  Colgate  operates  in  't 
160  countries,  ranging  from  Argeini 
to  Zimbabwe.  "Our  real  strength 
being  truly  global,"  Mark  says, 
company  claims  a  42%  share  of  h 
world  toothpaste  market,  compared  itl 
about  20%  each  for  P&G  and  Uniker 
Its  Ajax  is  the  No.  1  household  clea'.f 
in  Europe,  and  the  company  also  1  o 
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Only  one  network 
carries  all  2^128  games. 


From  the  season's  first  pitch  all  the  way  to  the  final  out 
of  the  World  Series,"  the  MCI  Digital  Data  Network 
will  carry  every  major  league  hit,  run,  and  change  in 
the  standings. 

MCI's  exclusive,  all-digital  data  network  sends  stats 
from  ball  paiks  in  the  United  States  and  Canada  to  the 
Major  League  Baseball"  offices.  They're  compiled  into 
box  scores  and  official  reports  and  then  distributed  back 
to  each  ball  club,  as  well  as  to  media  all  over  the  worid. 

And  since  MCI "  is  the  Official  Telecommunications 


Company  of  Major  League  Baseball,  we'll  be  providing 
them  with  a  wiae  range  of  additional  long  distance 
services.  Like  MCI's  Vnet'  a  state-of-the-art  service  that 
gives  Major  League  Baseball  customized  capabilities 
virtually  equivalent  to  a  private  network. 

MCI  covered  all  the  bases  for  Major  League  Base- 
ball, lb  find  out  what  we  can  do 
for  your  business,  contact  your  MCI 
Account  Representative  or  call 

1-800-888-0800.  hhiod  league  basebsu 


" — b"-  


narks  used  with  permission 
vAajor  League  Baseuall. 


MCI 

The  Official  Telecommunications  Company  of  Major  League  Baseball. 
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THE  PET  FOOD 
THAT'S  FATTEHING  COLGATE'S  KITTY 


It's  a  well-kept  corporate  secret:  Col- 
gate-Palmolive Co.'s  biggest  U.  S. 
profit  maker  has  nothing  to  do  with 
Colgate  toothpaste  or  Palmolive  soap — 
and  everything  to  do  with  dogs  and 
cats.  Thanks  largely  to  Hill's  Pet  Prod- 
ucts, the  company's  pet-food  division 
based  in  Topeka,  Kan.,  Colgate  posted 
domestic  operating  profits  of  $180  mil- 
lion last  year  on  sales  of  $1.8  billion. 
The  company  doesn't  break  out  the  fig- 
ures, but  analysts  estimate  that  Hill's 
accounted  for  onequarter  of  those 
sales  and  over  half  the  profits. 

Hill's  success  stems  from  two  main 
product  lines:  Science  Diet  for  healthy 
pets  and  Prescription  Diet  for 
animals  under  dietary  supervi- 
sion. But  unlike  big  pet-food 
suppliers  such  as  Ralston  Pur- 
ina Co.,  Hill's  sells  its  products 
almost  exclusively  through  vet- 
erinarians. There  are  some 
20,000  veterinary  practices  na- 
tionwide, and  "we're  in  90%  of 
them,"  claims  Hill's  President 
Robert  C.  Wheeler,  a  nine-year 
veteran  whose  three  cats  eat 
three  different  varieties  of 
Hill's.  The  vets  earn  a  markup 
on  the  products,  which  include  a 
light  formula  for  overweight 
pets  as  well  as  low-sodium  foods 
for  animals  with  heart  condi- 
tions. A  single  15  ¥2  ounce  can  of 
Science  Diet  dog  food  costs  as 
much  as  $2,  compared  with  69$ 
for  a  can  of  Alpo. 

Founded  in  1907,  Hill's  came 
to  Colgate  as  part  of  the  1976 
purchase  of  Riviana  Foods  Inc. 
Colgate  has  since  sold  Riviana, 
a  rice  company,  but  kept  Hill's.  "They 
had  the  foresight  to  see  that  they  had 
lightning  in  a  bag,"  says  Gary  Stibel,  a 
principal  with  New  England  Consult- 
ing Group  in  Westport,  Conn.,  which 
counsels  pet-food  companies. 
SPECIAL  TREATMENT.  Altogether,  an  es- 
timated 1,200  pet-food  manufacturers 
nationwide  produce  some  $6.5  billion  in 
sales.  Hill's  dominates  the  $1  billion 
market  for  premium  food  sold  through 
vets  and  upscale  pet  stores.  That  spe- 
cialty segment  is  growing  by  20%  a 
vear,  while  sales  of  pet  food  in  super- 
n markets  have  been  inching  ahead  by 
just  1%  to  2%  in  recent  years. 

To  accommodate  demand.  Hill's  is 
bui':o!ng  a  fourth  U.S.  manufacturing 


plant  at  a  cost  of  $70  million  to  $80 
million — an  amount  that  Colgate  Chair- 
man Reuben  Mark  says  is  the  single 
biggest  capital  investment  Colgate  has 
ever  made.  Although  part  of  a  catch-all 
group  of  businesses  including  Sterno 
cooking  fuel  and  Princess  House  crys- 
tal tableware,  Hill's  has  been  elevated 
to  a  special  core  category.  Colgate 
even  devoted  two  full  pages  to  the  unit 
in  its  1989  annual  report. 

That's  in  recognition  of  the  winning 
streak  Hill's  has  been  on  for  the  past 
decade.  Sales  expanded  more  than  ten- 
fold in  the  1980s,  from  $40  million  in 
1981  to  an  estimated  $470  million  last 


HIU'S  CATERS  TO  PETS  ON  STRICT  DIETS 


year.  Analysts  expect  growth  to  contin- 
ue at  about  20%  annually  for  the  fore- 
seeable future — boosted  by  expansion 
overseas,  where  the  company  now  gets 
16%  of  its  sales  in  such  pet-loving  coun- 
tries as  -Japan  and  France. 

Hill's  is  not  alone,  of  course.  Major 
competitors  include  Dayton-based  lams 
Co.  and  Ralston  Purina,  which  three 
years  ago  introduced  a  specialty  pet 
food  called  Pro  Plan.  But  analysts  say 
that  Hill's  has  an  established  veteri- 
nary network  and  a  long-standing  rep- 
utation that  will  make  it  difficult  for 
newcomers  to  gain  much  of  a  pawhold. 
Now,  if  Colgate  could  teach  Fido  to 
brush  his  teeth  . . . 

By  Bruce  Hager  in  New  York 


a  dominant  position  in  liquid  le: 

To  restore  Colgate's  domestic  isrj 
Mark  recruited  Edward  T.  Fogaij  > 
personable  marketing  strategist,  fr; 
Corning  Inc.  a  year  ago.  Fogart}'':fc  ! 
double  margins  and  hike  afterta>5ij 
ings  to  $100  million  by  1995.  To  d-it  : 
Colgate's  U.  S.  earnings  will  h£;e  I 
grow  about  20'-^  a  year — a  da^r.> 
challenge,  considering  that  Colgate  . 
has  failed  to  put  together  two  cosh 
tive  years  of  growth  since  1985.  \ 

Still,  Fogarty  has  some  experieUfi 
turnarounds.  As  head  of  Corning!  co 
sumer-products  division,  he  overs?/  3 
launch  of  its  Visions  cookware  H 
which  helped  turn  a  $26  million  derl 
ing  loss  into  a  $72  million  operating)-! 
it  in  four  years. 

At  Colgate,  his  biggest  problpaj 
heavy-duty  detergents  such  as  Fa!  (.i 
gate  ranks  a  distant  third  to  Pfi  a 
Unilever,  whose  brands  such  as  Ti(>  a 
All,  respectively,  have  about  75%  I  \ 
market.  Fogartj'  admits  the  strat^i 
cutting  promotions  and  hiking  presl 
only  a  short-term  solution.  "Yofjii 
can't  e.xist  with  flat  or  declining  \|uj 
in  these  markets.  That  means  youV 
ing  share  over  time,"  he  says.  C0I&1 
share  of  U.  S.  detergents  has  dropjc: 
T'c  or  8%  from  10.5%  over  the  past?ta 
KEY  BID.  That's  why  Colgate's  newjn 
ucts  are  crucial  to  its  success.  Thfcci 
pany  is  keeping  mum  about  just^fj 
they'll  be.  but  its  U.  S.  product-deeia 
ment  record  is  not  outstanding.  Cojicii 
Fab  1  Shot,  a  laundry  detergent  q 
gledose  packets  introduced  in  198  D 
spite  aggressive  promotion,  1  Shotien 
won  more  than  2.1%  of  the  markefll 
hea\n,-  marketing  costs  for  the  det 
helped  depress  Colgate's  U.  S.  ope 
profits  by  $18  million,  or  32%,  in 

Besides  new  products,  one 
member  says,  Colgate's  best  rou' 
growth  is  a  big  acquisition.  The  el?! 
ny  is  considering  making  a  bid  for  |k 
ican  Cyanamid  Co.'s  Shulton  group! 
$609  million  in  sales  of  everjthingfe 
Old  Spice  toiletries  to  Combat  ii 
cides.  Shulton  Inc.  might  cost  up 
billion — a  price  that  could  derai 
gate's  consistent  growth  in  earnini 
share.  Still,  analysts  say,  Shulton 
bring  Colgate  some  welcome  brea( 
product  lines  in  packaged  gooc 
think  this  will  be  the  coup  if  R 
wins,"  says  Andrew  Shore,  an  a 
for  Prudential-Bache  Securities  In^ 

If  not,  Colgate  might  have  to  1 
with  a  bigger  player  to  compete 
1990s.  As  its  struggles  in  the  U.  S 
gest,  Colgate  may  simply  be  too  sr 
vie  for  market  share  in  the  consoli( 
packaged-goods  industry,  which  is 
ly  becoming  the  battleground  of  t 
By  Bruce  Hager  in  Neu 
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To  lead,  you  \>e  got  to  address 
needs  before  they  become 
apparent.  That's  what 
ComputerLand  and  IBM, 
working  together,  intend  to  do!' 

Dave  Thomas,  President, 
National  Distribution  Division, 
IBM  Corporation 


Bill  Tauscher,  President, 
ComputerLand 


The  IBM  Personal  System!'*  family. 


IBM  and 
ComputerLand: 

redefining 
what  it  means  to 
serve  business. 


ComputerLand®  and  IBM®  have 
been  teaming  up  to  serve  business 
ever  since  ComputerLand  brought 
the  first  IBM  PCs  to  market  in  1981. 
What  you're  seeing  now  is  a 
strengthening  of  that  partnership  in 
a  way  that's  beneficial 
to  the  customer,"  says 
IBM  NDD  President 
Dave  Thomas. 

"ComputerLand  has  always  been 
a  key  business  partner,"  he  adds. 
By  satisfying  the  needs  of  the 
ComputerLand  centers,  they  in  turn 
can  offer  the  business  customer  unpar- 
alleled support  and  service  for 
IBM  equipment,  as  though  they 
were  extensions  of  IBM  itself." 

"We're  fine-tuning  ourselves 
to  current  business  needs',' 
says  ComputerLand  CEO  Bill 
Tauscher.  "Dave  and  I  are 
working  together  to  hone  what 
we  have.  Namely,  the  largest 
sales  and  technical  force  in  the 
computer  reseller  industry." 


Auihoiized 
Advanced 
Pfoducis 
Dealer 


CofflpulerUMKl 


Business  to  business. 
Person  to  person. 


t'IQ90  CompuierLand.  IBM  and  Personal  Sy'iIem/2  are  registered 
trademarks  of  International  Business  Machines  Corporation. 
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Although  meteors 
normally  measure  a  trac- 
tion of  an  inch,  these 
"shooting  stars"  reveal 
their  presence  by  leaving 
a  luminous  trail 
Although  sub-atomic  par- 
ticles cannot  be  seen 
even  under  a  microscope, 
they  reveal  their  presence 
by  a  flash  of  light  as  they 
pass  through  Cerenkov 
glass. 


Most  meteors  are  no  larger 
than  a  grain  of  sand.  Yet  in 
spite  of  their  surprisingly 
small  size,  they  can  be  seen 
by  the  naked  eye  from  as  far 
as  75  miles  away.  The  explan- 
ation for  this  phenomenon  is 
simple:  they  leave  a  luminous 
trail  in  their  wake. 

 As  they  hit  the  earth's 

atmosphere  at  a  speed  of 
43  miles  per  second,  these 


cosmic  particles  are  slowed 
down  byfriction.  The  resulting 
heat  and  force  of  compres- 
sion are  so  great  that  the 
meteor  vaporizes  in  a  streak 
of  shining  atoms. 
 Millions  of  these  "shoot- 
ing stars"  light  up  the  sky 
every  year. 

 Scientists  researching 

high-energy  sub-atomic  par- 
ticles make  use  of  this  "shoot- 


ing star"  effect.  Such  frt 
cles  as  mesons,  protons;n 
muons  are  too  minute  t  tjtl 
observed  by  standard  n*i 
ods,  but  they  can  be  :ie : 
through  our  Cerenkov  gl3f 

 As  they  pass  thnig 

this  glass,  the  particlesaf ) 
abruptly  slowed  down.  31! 
while  their  velocity  withiithti 
glass  remains  greater  la  j 
the  speed  of  light  withirthe 


)f/ng  star 


material,  they  emit  a  blue 
flash  which  reveals  their 
presence. 

 This  effect  is  applied  by 

physicists  when  studying  the 
nature  and  composition  of 
sub-atomic  particles.  Thus 
the  meteor  phenomenon  has 
come  to  play  a  key  role  in  their 
basic  research. 
 Cerenkov  glass,  avail- 
able from  Schott  Glass  Tech- 


nologies, is  just  one  example 
of  how  Schott's  innovative 
development  responds  to 
specific  needs.  In  today's 
world,  special  glass  helps 
keep  technology  advancing. 

 Schott  worldwide:  50,000 

products,  50  production  facil- 
ities, represented  in  more 
than  100  countries,  with  over 
$1  billion  in  sales. 
 Schott  in  North  Amer- 


ica: 11  companies  employing 
more  than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  24,  3  Odell 
Plaza,  Yonkers,  NY  10701. 

O  SCHOTT 

Nobody  knows  more  about  glass. 


Social  Issues 


EDUCATION  I 


IN  SEARCH  OF  TOMORROW'S 
MINORITY  TEACHERS 


The  rush  is  on  to  attract  blacks  and  Hispanics  to  the  profession 


For  Robert  Johnson,  a  black  fresh- 
man at  Virginia  Polytechnic  Insti- 
tute &  State  University  in  Blacks- 
burg,  Va.,  the  future  looks  bright.  His 
tuition  is  paid,  and  there's  a  job  waiting 
when  he  graduates:  teaching  in  the  Roa- 
noke public  school  system.  But  Johnson 
is  an  exception  these  days.  To  the  dis- 
may of  academics,  fewer  and  fewer  mi- 
norities are  going  into  teaching. 

Johnson  was  the  first  to  enroll  in  Vir- 
ginia Tech's  Tomorrow's  Teacher  pro- 
gram. Funded  by  the  Jessie  Ball 
Du  Pont  Foundation,  IBM,  Crestar 
Bank,  Shenandoah  Life  Insurance, 
and  other  businesses,  the  program 
seeks  to  attract  black  and  other 
minority  students.  The  strategy  is 
simple:  In  return  for  a  college  edu- 
cation, students  agree  to  teach  in 
the  Roanoke  (Va.)  city  school  sys- 
tem for  four  years.  That  was  in- 
centive enough  for  Johnson,  whose 
parents  are  already  working  three 
jobs  between  them  to  put  his  older 
sister  through  college. 

In  recent  years,  the  need  for 
more  minority  teachers  has  become 
a  key  theme  of  the  school-reform 
movement.  "Minority  children  need 
successful  role  models,"  declares 
philanthropist  David  Rockefeller 
Jr.,  chairman  of  Recruiting  New 
Teachers,  a  nonprofit  information 
center  in  Boston.  "It's  also  impor- 
tant for  the  white  majority  to  see 
minority  teachers,  to  understand 
the  power  and  competence  that 
cuts  across  racial  bnundaries." 
DWINDLING  RANKS.  While  the  num- 
ber of  college  stu(!(  ;iis  majoring  in 
education  dropped  oM'/i  from  1977 
to  1987,  the  decline  for  minority 
students  was  569^  "In'  comes  at 
the  very  time  that  ^li.  number  of 
minority  students  in  pi  nary  and  second 
ary  schools  is  rising  '  lart).  And  more 
than  a  third  of  today 
ers  are  expected  to 
decade,  says  Linda  Da 
professor  at  Columi 
Teachers  College. 

Where  have  all  the  n 
Largely  to  higher-stat 
"Opportunities  that  wen 


nonwhite  teach- 
re  in  the  next 
g-Hammond,  a 
University's 

lodels  gone? 
orofessions. 
'  ?ed  to  us  20 


or  30  years  ago  have  opened,"  says 
Mary  A.  Hatwood  Futrell,  a  black  educa- 
tor and  former  head  of  the  National 
Education  Assn.  "Minority  students  now 
look  at  the  teaching  profession  as  one 
where  they're  not  going  to  earn  a  lot  of 
money  and  aren't  going  to  be  treated  as 
professionals." 

A  spate  of  new  programs,  frequently 
backed  by  corporate  dollars,  is  trying  to 
reverse  this  perception.  With  grants 
from  BellSouth  and  the  T  \   Pew  Jr. 
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A  DEARTH  OF  ROLE  MODELS 


7  7  87  7  7 

A  THOUSANDS  A  PERCENT 

DATA:  AMERIUN  ASSOCIATION  Of  COLlEGfS  fOR  TEACHER  EDUCATION, 
COMMERCE  DEPT.,  CENSUS  BUREAU 


Charitable  Trust,  black  Xavier  Un 
ty  of  Louisiana  has  stepped  up  ti 
recruitment.  The  Ford  Foundation 
derwriting  a  similar  effort  at  the  I 
sity  of  Louisville.  And  with  more  t 
million  from  Time  Warner,  Bell 
Sky  Chefs,  and  others,  Rockefl 
group  has  launched  a  massive  : 
ing  campaign  aimed  largely  a; 
ities.  Of  295,000  responses  so  fa 
have  been  from  blacks  and  Hispar 
GOOD  DEAL.  Some  of  the  most  suc(|f 
programs  don't  target  specific 
Nonetheless,  they're  attracting  n 
students.  One  example:  Science 
Career  Ladder,  a  program  at  t 
York  Hall  of  Science,  a  mu 
Queens.  Funded  by  corporatK 
government,  the  program  of IV 
ing,  pay,  tuition  waivers,  am; 
credit  to  local  college  students.  A. 
graduation,  participants  must  teih 
ence  in  the  public  schools  for  two  le 
One  recruit  is  Nishel  Bakiric  ii 
black  senior  at  New  Yorkfi 
College.  Although  she 
wanted  to  teach  scienc 
switched  to  pre-med  at  th* 
of  a  guidance  counselor.  N 
back  to  teaching.  Reveling  n 
experience  at  the  Hall,  wh(e 
explains  exhibits  to  visito  j  i 
hopes  to  teach  in  Harler  i 
year.  j 

Teach  for  America,  a  rec[ic 
and-placement  program,  aintt(j 
tract  high-caliber  students  p 
field.  Founded  in  1989  by  h 
Kopp,  a  22-year-old  Princetl 
versity  graduate,  it  calls  onlr 
ates  of  top  colleges  to  sign  ;p 
two-year  stints  in  school 
with  severe  teacher  sho 
Kopp's  program  has  draw 
than   $500,000   from  CI 
Merck,  Mobil,  and  Union 
among  others.  In  offices 
by  Morgan  Stanley  &  Co., 
tions  are  piling  up:  Of  mo 
2,500  students,  24%  are  nfn 
of  minority  groups.  Of  the 
University  graduates  in 
gram's  first  year,  9  are  mi|iT 

There's  action  on  anoth 
as  well.  Two  bills  pending 
gress  would  spend  up  to 
lion  over  five  years  on  te;  le 


t 

a 


ri 
n 


cruitment  programs,  with  priori 
to  minorities.  Indeed,  if  curren 
aren't  reversed,  some  experts 
that  minorities  could  make  up  3^ 
schoolchildren  but  only  5%  ( 
teachers  by  the  turn  of  the  cen 
then,  most  of  America's  childre  w 
complete  grammar  school  witl  it 
countering  a  minority  teacher. 

By  Laura  Zinn  in 
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IMPORTED 


VODKA' 


CHARLES  TANQUERAY  &  C-  Lt 


At  last, 
perfection  in  a  vodka; 

Tanqueray  Sterling 


Imported  Vodka.  40%  and  50%  Alc/Vol  (80" and  100°).  100%  Grain  Neutral  Spirits.  (?  1989  Schieffelin  6  Somerset 


'York.  m. 


ELECTRONICS  I 


TURNING  AROUND 

'A  BATTLESHIP  IN  A  BATHTUB' 


Tektronix'  David  Friedley  tried  everything.  Now  he's  gone 


When  David  P.  Friedley  became 
chief  executive  at  Telctronix 
Inc.  in  late  1987,  he  cut 
through  its  bureaucracy  like  a  logger 
through  the  nearby  Oregon  timber.  The 
job  demanded  a  chainsaw,  all  right:  The 
once-proud  Beaverton  electronics  compa- 
ny was  plagued  by  overstaffing,  poor 
marketing,  and  fuzzy  strategy.  Mired  in 
a  four-year  sales  slump,  it  was  facing  its 
first  annual  loss  since  its 
1946  founding.  Immediate- 
ly, Friedley  replaced  three 
of  four  top  vice-presidents. 
Then  he  dumped  unprofit- 
able businesses,  cut  2,500 
jobs,  and  speeded  up  prod- 
uct development. 

The  result?  Zilch.  Now, 
it's  Friedley's  head  that  is 
rolling.  He  resigned  under 
pressure  on  Apr.  20,  six 
months  short  of  his  own 
turnaround  deadline  of 
three  years.  Nobody  was 
surprised:  Sales  have  hovered  around 
$1.4  billion  since  1985,  and  operating 
margins,  15%  a  decade  ago,  have  fallen 
by  half.  The  stock  hit  a  14-year  low  of 
12%  in  February,  valuing  the  maker  of 
test  equipment,  workstations,  and  com- 
munications gear  at  just  $360  million. 
BACK  ON  TRACK?  The  last  Straw  may 
have  come  last  month.  After  announcing 
new  layoffs,  Tek  posted  a  loss  of  $25 
million  on  a  3%  drop  in  sales  for  the 
third  quarter  ended  Mar.  3.  "It's  just  one 
thing  after  another,"  says  analyst  Rich- 
ard D.  Owens  of  Gallagher  Capital  Corp. 
in  Portland,  Ore.  Worse  yet,  the  compa- 
ny sees  no  sales  growth  for  fiscal  1991. 
That  makes  more  cost  cuts  essential, 
says  Chairman  and  acting  CEO  Robert 
W.  Lundeen.  On  Apr.  24,  he  unveiled  a 
reorganization  to  shore  up  his  slumping 
test  and  measurement  equipment  group 
and  accelerate  Tek's  push  into  new  video 
technologies.  The  board,  he  said,  also 
plans  a  hard  look  at  other  underperform- 
ing  units.  "Tek  can  work  its  way  out  of 
its  problems,"  he  insists. 

Or  can  it?  Friedley,  an  aggressive 
manager  who  ran  Tek's  television  pro- 
duction equipment  business  before  be- 
coming CEO,  tried  what  one  director  calls 


PROFITS 


turning  around  "a  battleship  in  a  bath- 
tub." He  fired  longtime  managers  for 
being  unresponsive  to  customers  and  cut 
his  losses,  even  if  it  hurt.  For  instance, 
Tek  spent  at  least  $225  million  trying  to 
gain  a  toehold  in  computer-aided  engi- 
neering software.  Unsuccessful,  Fried- 
ley sold  out — for  $5  million. 

On  other  ventures,  he  had  better  luck. 
Last  year,  62%  of  overall  sales  came 
from  products  intro- 
duced since  1986.  A  col- 
or printer  line  has 
grown  rapidly  to  $90 
million  in  sales.  A  new 
graphics  terminal  took 
nine  months  from  de- 


TEKTRONIX'  WOES 


shipment  of  new  oscilloscopes,  the  le 
tronic  measurement  tool  Tek  invex 
costing  the  company  market  shan  I 
engineers  no  longer  dally  by  desijin 
their  own  ergonomic  chairs.  But  lie 
ley  conceded  before  he  left,  that  itv; 
tough  to  keep  them  in  line.  "I'm  u. 
some  of  our  whiz-bang  people  woiiu 
know  a  customer  if  they  saw  one.'' 
'LOOKING  FOR  CHANGES.'  Beyond  -a 
Tek  is  still  chasing  businesses  th 
may  be  too  late  to  catch.  Its  wdi 
tions  have  less  than  3%'  of  the  m 
and  aren't  expected  to  be  prof 
soon.  "Where's  the  bang  for  the  bu. 
asks  Shearson  Lehman  Hutton  Incin. 
lyst  Stephen  J.  Balog,  citing  the 
million  Tek  spent  last  year  on  res 
and  development.  Indeed,  analysts 
mer  executives,  and  competitors 
Friedley  and  the  board  lacked  a 
strategic  vision.  "They've  had  a  dit 
tim.e  figuring  out  what  they  want  tcje 
says  Dean  0.  Morton,  chief  operac, 
officer  of  rival  Hewlett-Packard  C( 
In  the  end,  Tek's  top  five  share 
ers,  with  30%-  of  the  stock,  ran  n 
patience  with  Friedley.  Fidelity  Ma 
ment  &  Research  Co.,  the  largest  1 


MILLIONS  OF  D0LL;\RS 

DAI/V:  COMPANY  REPORTS 


sign  to  production  vs.  three  years  for 
the  previous  model. 

But  such  victories  weren't  enough, 
partly  because  Tek's  best  customers — in 
defense,  computers,  and  semiconduc- 
tors— are  cutting  costs.  Sales  of  test  and 
measurement  gear  for  such  industries — 
some  55%  of  Tek's  sales  and  the  fran- 
chise on  which  it  was  built— fell  8%  in 
the  third  quarter.  Moreover,  software 
bugs  made  Tek's  graphics-oriented 
workstations  18  months  late.  And  prob- 
lems with  in-house  chipmaking  delayed 


at  10%,  says  the  company  is  worth  i' 
split  up  than  whole.  "A  lot  of  peoj 
looking  for  changes,"  says  Thorn 
Sprague,  a  Fidelity  stock  analyst.  . 
CEO  will  be  a  start,  especially  sini 
board,  breaking  with  tradition,  is  k 
outside.  Lundeen  says  the  board 
stop  there.  "Tek  is  going  to  ma! 
tough  choices  that  have  to  be  mad 
vows.  But  promises  are  cheap.  Th- 
chief  will  have  to  make  a  lot  more  lUjj 
choices  to  save  Tek  from  oblivion.  ' 
By  Robert  D.  Hof  i?i  Beavertoi 
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J.  Delta  Dental  we  keep  our  promises.  Unlike  many  of  our  competitors,  we  focus  on 
true  cost  management,  ratker  tkan  simply  skifting  tke  cost  to  your  employees.  1  kougk 
we  never  promised  tke  moon,  last  year  alone  we  delivered  savings  of  over  $100  million 
to  our  groups  and  sukscrikers.  EH  How?Tkrougk  safeguards  wkick  inclu  defee  reviews, 
dental  office  audits,  dentist-consultant  reviews,  and  post-treatment  reviews,  tke  Delta 
Dental  Cost  Management  Program  offers  controls  in  a  way  otker  insurers  can't  kegin 
to  mate  k.  □  But  Delta'  s  cost  management  is  orJy  one  facet  of  a  unique  tkree-point 
system  tkat  also  includes  plan  design  flexikility  and  106,000  dentists  in  tke  nation's 
largest  participating  networ  k.  □  It's  a  program  only  Delta  Dental  offers.  1  kat's  wky 
we  now  cover  more  tkan  20  million  people  in  23,000  groups  and  pay  more  tkan  $2 
killion  a  year  for  dental  care.  Tol  earn  more  akout  kow  your  group  can  kenefit  from 
Delta  Dental,  call  1-800-441-3434  today.    ^Q^j'^^  DSlltdl 

Americals  Leader  In  Dental  Health  Plans. 


Now  save  up  to  20% 
on  the  family  of  printers 
that  goes  to  any  lengths 
(or  widths)  to  please  you. 


KM:. 


Fruit  Sates 


New  exceptionally  competitive 
prices  can  now  be  added  to  the 
long  list  of  the  IBM  Proprinters 
selling  points. 

The  IBM  Proprinter"  familv  is  the 
kind  (tf  familv  tiiat  can  t  do  enough  for  vou. 

\nd  now.  with  their  new  reduced 
prices,  current  IBM  Proprinters  w  ill  do  it 
all  even  more  economicallv.  From  multi- 
part forms  to  correspondence  and  envelopes, 
to  s[)readsheets  and  mailing  lah*'ls.  to  just 
about  anv  other  printing  job. 

Since  all  Proprinters  share  important 
IBM  engineering  design  innovations,  like 
streamlined  mechanics  and  a  convenient 

^  n^aterat  6os»«s  MiOires  Ccrpcyaax  :  T990  6W  Corp 


Iront  feed,  thev  can  accommodate  this 
wide  range  ot  applications  with  exceeding 
ease,  reliabilitv  and  value-. 

To  see  which  competitively  priced 
IBM  Proprinter  best  meets  vour  needs,  ask 
vour  IBM  Authorized  Dealer  or  IBM  mar- 
keting representati\e  to  introduce  vou  to 
the  whole  familv  and  the  new  prices. 
Call  1  800  IBM'-2468.  ext.  226  for  a 
dealer  near  vou. 


velopments  to  Watc 


BY  NAOMI  FREUNDLICH 


DIPSTICK 

rS  THE  COMPUTER  AGE 


iicroprocessors  al- 
I  ready  control  a  vari- 
ety of  automobile  engine 
operations.  And  if  Universi- 
ty of  Dayton  Research  In- 
stitute chemist  Bob  Kauff- 
man  has  his  way,  part  of 
this  computer  power  will 
be  tapped  for  a  new  fea- 
ture: a  smart  dipstick. 

Oil  goes  bad  when  the 
antioxidant  that  protects  it 
from  building  up  acid  and 
turning  thick  is  depleted, 
luffman  notes  that  this  depletion  isn't  just  a  function  of 
5 — and  that  car,  bus,  and  even  airplane  owners  often 
their  oil  too  soon  or  too  late.  His  solution:  a  probe  that 
•es  how  much  antioxidant  remains.  It  would  fit  on  the 
the  dipstick  and  draw  on  existing  computer  power  to 
te  the  remaining  useful  life  of  a  car's  oil. 
■fman  is  now  negotiating  a  licensing  agreement  with 
mpanies.  He  predicts  that  a  computerized  dipstick  cost- 
s  than  $100  may  be  ready  within  three  years. 


ER:  A  MIRACLE  CURE 
CYSTIC  FIBROSIS? 


ic  fibrosis  is  the  most  common  genetic  disease  of  Cauca- 
is,  affecting  1  in  every  2,000  babies.  Victims  live  for  27 
)n  average,  succumbing  to  a  fatal  combination  of  thick 
in  the  lungs  and  resulting  infections.  Researchers  have 
rying  to  find  treatments  that  would  make  the  mucus 
cky  and  thus  enable  a  patients'  lungs  to  remove  more 
deadly  phlegm  on  their  own. 

,  scientists  may  have  a  new  drug  that  helps.  Called 
de,  it  was  developed  20  years  ago  to  treat  water  reten- 

the  elderly.  But  Richard  C.  Boucher  and  Michael  R. 
3S  of  the  University  of  North  Carolina  realized  that  the 
ice  might  also  cause  lung  cells  to  release  water  into  the 

making  it  more  liquid.  The  scientists  developed  a  way 
y  the  drug  into  the  lungs  and  then  tested  the  treatment 
3ar-long  study  with  cystic  fibrosis  victims.  The  result: 
ide  dramatically  cut  the  rate  of  mucus  buildup.  The 
iate  payoff  is  that  patients  need  fewer  of  the  painful 
ents  used  to  remove  the  mucus.  In  the  long  run,  scien- 
ope  that  patients  taking  the  drug  will  suffer  fewer 
)ns  and  live  longer. 


rSEND 

FUNNIES,  PLEASE 


ine  being  able  to  order  a  personalized  edition  of  your 
'  newspaper:  You  could  opt  to  receive  more  international 
siness  news,  for  example,  and  fewer  stories  about  fash- 
id  foods.  Or  your  company  could  insert  an  ad  for,  say, 
car  rentals  only  in  papers  delivered  to  homes  in  high- 
istricts. 

isn't  practical  now,  because  each  change  means  stop- 
le  press  to  change  the  printing  plates,  and  that  takes  30 


minutes  or  more.  But  researchers  at  the  Free  University  of 
Berlin  are  developing  printing  plates  that  can  make  changes 
on  the  fly.  The  key  is  an  electrically  conductive  plastic  called 
polythiophene.  Developed  by  Gerhard  Kossmehl  and  col- 
leagues at  the  university's  Institute  of  Organic  Chemistry,  this 
plastic  switches  from  being  hydrophilic  (attracting  water)  to 
hydrophobic  (repelling  water)  when  it  gets  zapped  with  a  weak 
jolt  of  electricity. 

A  brushwork  of  hair-thin  wires  in  the  plastic  would  deliver 
the  electrical  pulses,  forming  clusters  of  tiny  hydrophobic  dots 
where  oil-based  inks  would  stick  and  transfer  to  the  paper  as 
text  or  pictures.  The  main  hangup  now  is  developing  an  elec- 
tronic control  system  that  can  route  the  electrical  pulses  to  the 
proper  wires.  But  Maschinenfabrik  Augsburg-Niirnberg,  the 
world's  biggest  builder  of  printing  presses  and  the  project's 
financial  backer,  has  already  applied  for  a  patent. 


THIS  STEREO  PLAYS  CDs  IN  THE  DINING 
ROOM  AND  FM  IN  THE  FAMILY  ROOM 


For  the  family  that  can't  agree  on  whether  it  wants  to  listen 
to  heavy  metal  or  Mozart,  stereo  loudspeaker  maker  Bose 
Corp.  has  the  answer.  On  May  3,  it  plans  to  introfluce  the 
$2,700  Lifestyle  Music  System,  which  lets  one  stereo  play  two 
different  programs  simultaneously.  The  combination  compact- 
disk  player  and  am/fm  stereo  tuner  comes  with  five  loudspeak- 
ers and  a  remote  unit  that  controls  the  music  playing  in  one 
room  without  affecting  the  sound  in  another.  The  unit  is  a 
departure  for  the  Framingham  (Mass.)  company,  which  is 
known  for  its  hi-fi  loudspeakers. 

The  Lifestyle  Music  System  is  operated  by  means  of  a  radio- 
frequency  control  unit.  But  unlike  the  infrared  controls  of 
most  TVs  and  stereos,  Bose's  unit  doesn't  need  to  be  aimed 
directly  at  the  system.  It  works  from  any  location  in  or  around 
the  house.  So  if  the  family's  hard-rock  fans  play  Twisted  Sister 
too  late  at  night,  mom  and  dad  can  cut  it  off  without  leaving 
their  own  room — and  the  Mozart  plays  on. 


TAKING  A  TIP 
FROM  THE  TIN  MAN 


Like  the  Tin  Man's  rusty 
hinges  in  The  Wizard 
of  Oz,  human  joints  can  be- 
come stiff  with  age.  The 
Tin  Man's  solution — a  little 
oil — may  also  be  helpful 
for  people  suffering  from  a 
common  type  of  aithritis, 
according  to  researchers  at 
the  University  of  Texas  in 
San  Antonio. 

Osteoarthritis,  a  variety 
that  is  associated  with  ag- 
ing, affects  more  than  807c' 
of  adults  over  age  55.  One  culprit:  a  diminishing  supply  of 
hyaluronic  acid,  a  natural  lubricant  found  in  joint  fluid.  Race 
horses  have  a  similar  problem,  but  hyaluronic  acid  improved 
their  performance  when  it  was  injected  into  their  sore  knees. 
That's  why  the  UT  scientists  decided  to  test  the  treatment  on 
humans.  So  far,  by  using  a  new  imaging  system  that  can 
create  a  picture  of  a  joint  in  action,  the  researchers  are  finding 
that  hyaluronic  acid  does  seem  to  help.  One  problem:  The 
lubricant  is  hard  to  come  by — for  now  it's  extracted  from  the 
combs  of  roosters.  But  several  companies  are  developing 
cheaper  ways  of  manufacturing  it  by  using  bacteria. 


i.  TECHNOLOGY 
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JUNK  BONDS  I 


FOR  THE  JUNK  MARKET, 
NO  NEWS  BUT  BAD  NEWS 


First,  S&Ls  had  to  dump  high-risk  paper.  Now.  life  insurers  may  be  ordered  to  unload  some 


It  has  been  a  hellish  year  for 
the  junk-bond  market.  Con- 
vinced that  the  bonds  are  too 
risky  for  savings  and  loan  associ- 
ations to  own,  Congress  gave 
thrifts  five  years  to  dump  them, 
starting  last  July.  Overnight, 
s&Ls  began  shedding  their  77f  of 
the  $200  billion  junk-bond  total, 
adding  to  the  glut  of  sellers  and 
dearth  of  buyers. 

Now,  insurance  companies — 
holding  an  even  heftier  307o  of 
the  junk  total — are  next  in  line 
for  a  mandated  purge.  This  time, 
state  insurance  commissioners 
will  do  the  mandating.  Judging 
by  the  noises  coming  from  the 
regulators,  expect  the  National 
Association  of  Insurance  Com- 
missioners (NAIC)  when  it  meets 
in  June  to  require  that  insurance 
companies  increase  the  reserves 
they  hold  against  their  junk 
bonds,  effective  Dec.  31.  And  lat- 
er this  year,  the  NAIC  plans  to 
recommend  that  states  limit  the 
total  amount  of  junk  bonds  held 
by  an  insurance  company. 

Life  insurance  companies  are 
the  big  holders  of  junk.  Even  so, 
given  their  other  vast  assets, 
only  3.67f  of  the  average  life  in- 
surance company's  assets  are  in 
junk.  So  no  matter  what  is  en- 
acted, the  impact  on  the  insurers 
won't  be  particularly  dramatic. 
That's  especially  true  since  the  big  junk 
players,  such  as  First  Executive  Corp., 
are  already  under  regulatory  pressure  to 
reduce  their  reliance  on  junk. 

Rather,  as  if  it  hasn't  got  enough 
woes,  it's  the  junk-bond  market  itself 
that  has  to  worry.  The  fear  is  that  the 
NAIC  proposal  could  prompt  insurance 
companies  to  sell  their  bonds  or  stop 
buying  more  at  exactly  the  wrong  time. 
"The  market  is  effectively  closed.  This 
would  lengthen  the  period  before  it 
opens  up  again,"  says  David  K.  Ayl- 
ward,  executive  director  of  the  Alliance 
for  Capital  Access,  a  lobby  group  for 
junk-bond  issuers. 


teeth,  but  we're  going  to 
something  forward." 

The  usually  slow-movinu 
regulators  shifted  into  higli 
after  a  series  of  events  b 
ning  in  January.  First,  the  it 
the  string  of  junk-bond  det  c 
topped  off  by  Drexel  Bun 
Lambert  Group  Inc.'s  bank 
cy.  Then  came  the  mucli-| 
cized  problems  of  First  K 
tive,  the  California  insurer  \\ 
$7.2  billion  portfolio  make.^  i 
single  largest  junk-bond  Iml 
SCARE  CALLS.  Insurance  vk- 
tors  want  to  end  a  rash  of  (» : 
tory  tactics  unleashed  by  rn 
surers.  Agents  have  been  u 
to    panic  policyholders 
switching  from  any  comi 
that  has  the  slightest  In;: 
junk  in  its  portfolio.  Ohio  (  a 
ty  Corp.'s  life  unit  has  In  ■ 
tacked  by  competitors  in 
states  who  exaggerated  it- 
bond  exposure,  which  is  a 
ageable  20%  of  invested  a.^si 
the  parent,  says  the  firm's 
troller.  And  as  a  way  to  s 
its  own  conservatism,  the  li- 
tors  Diversified  Services  su 


THE  JUNK 
THAT  BIG  INSURERS  HOli 


Regulators  aren't  exactly  calming 
investor  concerns.  Sure,  they're 
playing  down  the  impact  cf  any 
move.  "The  NAIC  won't  force  wide- 
spread dumping  of  junk-bond  hold- 
ings of  insurance  companies,"  in- 
sists Earl  R.  Pomeroy,  the  North 
Dakota  insurance  commissioner  who 
is  president  of  the  group.  He  rea- 
sons that  most  insurance  companies 
could  let  some  junk  bonds  mature, 
with  only  the  larger  holders  of  junk 
companies  doing  much  selling.  Yet 
if  the  junk-bond  market  is  hurt,  says 
Pomeroy,  so  be  it:  "These  people 
can  cry  and  wail  and  gnash  their 


Below-investment-grade 
public  and  private 
bonds* 

Millions 


Below-investmei 
bonds  as  she 
invested  H 
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91 
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American  Express  Co.  was  not 
ssuing  a  report  this  April  warn- 
t  20%  of  the  nation's  top  100  life 
3  could  become  insolvent  because 
'  investments.  An  IDS  spokesman 
the  report  was  issued  as  a  mar- 
ploy. 

eal  clincher  came  from  Represen- 
ohn  D.  Dingell  (D-Mich.).  He  re- 
a  report  in  February  that  didn't 
1  junk  bonds  but  blasted  lax  state 
3rs  for  the  rising  number  of  in- 
company  insolvencies.  Several 
ater,  the  NAIC  assembled  a  task 
n  junk  bonds  to  come  up  with 
d  reforms. 

irst  NAIC  proposal,  to  be  voted  on 
le,  is  to  take  a  stricter  approach 
what  is  good  junk  and  what  is 
ght  now,  the  amount  reserved 
;  on  which  of  four  categories  a 
nd  falls  into  under  the  NAIC  rat- 
tem.  That  system  must  be  used 
ranee  companies  in  most  states. 
MALY.  "Good  junk"  or  high-quali- 
bonds,  would  bear  the  brunt  of 
ing  changes.  Right  now,  good 
•  some  specific  B  and  BB  bonds, 
ade  it  into  the  NAIC's  top  rating 
y,  called  "yes,"  alongside  AAA 
rhat's  why  many  B  and  BB  junk 
lave  the  same  reserve  require- 
;  a  sterling  AAA  bond.  This  cre- 

anomaly:  Some  $50  billion  of 
stment  grade  bonds  are  rated 
IT  investment  grade,  by  the  NAIC, 
ig  to  a  1989  report  by  Drexel. 
der  the  proposed  ratings,  a  B- 
ond  reserve  would  be  boosted 
1%  per  year  to  2%-  per  year.  "It 
riuch  more  difficult  for  insurance 
ies  to  take  excessively  large  posi- 

risky  assets,"  says  Weston  M. 
i^ice-president  of  Moody's  Inves- 
•vice  Inc.  Hicks  is  not  ruling  out 
isurance  company  ratings  down- 
in  the  meantime,  however, 
far-reaching  is  the  NAlC's  plan  to 
;  total  amount  of  junk  bonds  that 
:e  companies  may  own.  New 
ate  already  limits  insurance  com- 
nk-bond  holdings  to  207^  of  total 
ents  under  a  1987  regulation.  In- 
companies  don't  have  to  get  rid 
■  holdings  that  exceed  20%  but 
allowed  to  add  to  their  holdings, 
i  is  always  the  chance  that  some 
vill  buck  the  naic's  proposal  to 
irers'  junk-bond  holdings.  And  no 
talking  about  forbidding  insur- 
ompanies  from  owning  junk 
is  Congress  did  with  thrifts.  But 
)utlook  stands  now,  the  concerns 
ranee  regulators  are  likely  to 
ny  broad-based  recovery  in  the 
:  junk-bond  market  even  further 
.t  misty  future  of  fond  hopes. 
'eak  J.  Nathans  in  New  York,  mth 
1  Kerunn  in  Los  Angeles  and  Za- 
chiller  in  Cleveland 


DEALS  I 


OHIO  MATTRESS  GETS 
THE  LUMPS  OUT  AT  LAST 


Renamed  Sealy  Corp.,  it  is  trying  to  lay  its  junk-bond  fiasco  to  rest 


For  the  folks  at  Gibbons  Green  van 
Amerongen,  it  must  be  like  waking 
from  a  long  nightmare.  A  year  ago, 
the  New  York  leveraged-buyout  firm 
outbid  five  rivals  and  took  Ohio  Mat- 
tress Co.  private  in  a  $965  million  deal. 
But  by  August,  when  Gibbons  Green 
tried  to  raise  $475  million  in  the  junk- 
bond  market  to  finance  the  deal,  times 
had  changed:  With  defaults  and  bank- 
ruptcies plaguing  several  debt-laden 
companies,  there  was  no  market  for  new 
junk  issues.  Since  then,  Ohio  Mattress 
has  been  stuck  in  an  embarrassing  lim- 
bo, dependent  on  a  pricey  bridge  loan 
from  First  Boston  Corp.  and  branded 


CANDLISH  HAS  OPERATIONS  CHURNING  OUT  CASH 


with  the  nickname  "the  burning  bed." 

Now,  after  months  of  searching  for 
permanent  financing.  Gibbons  Green  is 
finally  putting  out  the  fire — though  not 
without  paying  a  price.  In  exchange  for 
less  debt  and  an  easier  repayment  sched- 
ule. Gibbons  Green,  its  partners,  and  its 
investors  will  give  up  equity,  whittling 
down  the  value  of  their  stake  from  some 
95%'  to  60%.  "They're  unhappy,  we're  un- 
happy," says  Gibbons  Green  partner  Ed- 
ward W.  Gibbons.  But  establishing  solid 
financing  outweighed  all  other  concerns. 

As  if  to  put  its  infamous  past  to  rest. 
Gibbons  Green  has  renamed  the  bedding 


maker  Sealy  Corp.,  after  its  biggest 
brand.  The  lessons  of  Ohio  Mattress 
won't  be  forgotten,  though.  From  the 
beginning,  this  deal  stood  out.  Onlookers 
snickered  that  the  price  was  way  too 
high  and  the  debt  coverage  too  thin.  Gib- 
bons admits  to  paying  an  "aggressive 
price,"  which  his  firm  believed  could  be 
covered  with  improvements  at  the  com- 
pany and  with  quick  expansion,  particu- 
larly overseas.  But  today,  without  a 
healthy  junk  market,  LBOs  premised  on 
ambitious  growth  in  both  earnings  and 
revenues  have  little  hope  of  getting 
done.  And  since  bridge  loans  can't  be 
refinanced  easily,  investment  banks  are 
much  stingier  with  their  money — if 
they're  offering  it  at  all. 

Sealy's  bridge  loan  was  sup- 
posed to  be  repaid  by  floating  $250 
million  of  securities  that  paid  cash 
interest  of  about  14.5%  and  $225 
million  of  payment-in-kind  bonds 
paying  about  15.57  interest  with 
more  paper.  After  pulling  both  is- 
sues last  summer.  First  Boston 
waited  six  months  for  a  market  re- 
bound that  never  happened,  grant- 
ing several  extensions  on  the 
bridge.  Then,  facing  a  deadline,  it 
gave  up  on  junk:  On  Apr.  20,  by 
the  original  deal.  First  Boston 
could  have  transformed  the  Sealy 
bridge  into  exchange  notes  bearing 
strangling  rates  of  18%'  and  20%-. 
'UPSTREAM.'  Sending  Sealy  to  the 
wall  would  have  helped  no  one, 
though.  To  save  face.  First  Boston 
set  out  to  create  a  new  financial 
structure  "at  [interest]  levels  that 
look,  act,  walk,  and  talk  like  the 
levels  of  last  fall,"  says  David  M. 
Malcolm,  its  head  of  junk  financ- 
ing. To  reduce  its  exposure,  the  invest- 
ment bank  has  sent  $250  million  of  the 
bridge  "upstream"  to  its  parent,  CS 
Holdings,  in  the  form  of  cash-paying 
bonds  that  pay  14%-  and  come  due  in 
1999.  First  Boston  and  Gibbons  Green 
also  agreed  to  forfeit  more  than  $17  mil- 
lion in  fees  that  was  to  come  from  the 
original  bridge  loan. 

Still,  that  left  more  than  $200  million 
to  be  refinanced.  First  Boston  will  ex- 
change part  of  that  for  a  40%  stake  in 
Sealy,  which  will  be  used  as  a  sweetener 
to  market  the  remainder  of  the  loan  in  a 
private  placement  of  zero-coupon  bonds 
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Excellence  is  Oui  Style 


At  the  office,  or  At  Hotel  Lotte 

There's  one  Common  link. 


More  and  more  businessmen  choose  our 
New  Wing  for  its  uncompromising  luxury 
and  executive  ser\ices. 
Here.  the\'  enjoy  rooms  that  are  the  biggest 
on  average  in  town,  generously  sized  desks 
and  quick  access  to  a  fax.  copier  and  type- 
writer- 

From  express  check-in  at  our  Hospitality 
Lounge,  fnendly  assistance  and  a  srriile  are 
never  far  away 

Count  on  more  pluses  like  unsurpassed 
downtown  locanon  that  adjoins  the  Lotte 
Department  Store  and  Asia's  largest  Duty 
Free  Shop- 

Enjoy  the  effiaency  and  comforts  of  your 
home  office  by  staging  with  the  biest  in  Seoul. 
Stay  with  Hotel  Lotte 
We  are  here  to  help  you  get  down  to  business. 

Member  in  Seoul,  Korea 

)HbTELS' 


»  1 484  mcxJern  rooms  &  Suites 

•  24  restaurants  &  bars 

»  Asa  s  fTKJSl  luxunous  health  cJub 

»  Deoanmeni  gore  &  duly  *ree  shop 


(U*  HOTEL  LOTTE 

SEOUL  KOREA 


Head  Office:  C  P.O  Box  3500  Seoul.  Korea.  Phone  (02)  771-10.  Tlx  LOnEHO  K23533/4/5.  Fax;  SEOUL  752  3758. 
Cable:  HOTELOHE  Overseas  Office:  New  York.  (201)  944-1 1 17  Toll  Free  800-22-LOTTE.  L  A  (213)  540-7010 
Toll  Free  800-24-LOTTE,  London:  (01)  323-3712/4  Tokyo:  (03)  564-1462.  Osaka  (06)  263-1071/2 


FieldArtillery 


I  or  tho.se  engagfd  in  active  salts  combat.  Neil  Rackham  s  SPLN  Selling 
(051113-6.  S21.50)  offers  field-tested  strategies  that  helped  20  of  the 
world's  leading  sales  organizations  dramatically  increase  sales  by  17 
percent.  And  for  the  tacticians  managing  a  field  sales  force,  his  com- 
panion bofjik.  Major  Account  Sales  Strategy  (051114-4,  S21.50), 
prcjvides  breakthrfjugh  techniques  that  help  you  and  your  sales  force 
land  major  accounts  and  keep  them  in  spite  of  tough  competition 

At  bookstores,  or  call  toll-free  1-800-2-MCGRAW.  ^'ip 
For  customer  service,  call  1-609-426-7600.  lYlllll 


L 


inance 


set  to  be  paid  off  in  1999.  How 
equity  First  Boston  gives  to  boni  i 
"depends  on  what  we  think  of  :!.- 
ket  when  we  put  it  together,"  M:» 
says.  But  he  contends  that  "w.  - 
probably  sell  this  remaining  piece  . 
ly  short  order."  Otherwise,  Fir- 
ton's  ovra  funds  continue  to  be 

Gibbons'  banks  are  also  mak. 
cessions.  Two  loans  supplied  by 
cate  of  banks  led  by  First  Natioi. 
of  Chicago  will  be  consolidated,  u 
bons  has  agreed  to  reduce  its  re\  . 
credit  by  S30  million.  In  retun 
banks  will  postpone  repajTnent 
million  due  in  both  1991  and  1992,  . . 


In  exchange  for  less  de 
and  an  easier  repa\Tnei 
schedule,  Gibbons  will  wh 
down  its  stake  in  Seal^ 


for  one  S40  million  balloon  pay: 
1996.  This  will  make  the  debt  co . 
more  attractive  to  prospective  in'.  > 

Ironically,  undemeath  the  ckn, 
financing  scheme  gone  awn,-,  Se: 
erations  have  been  chuggin,^ 
along,  and  it  is  meeting  inters 
ments  and  other  cash  obligatioi 
out  problems.  CEO  Malcolm  Cand: 
former  head  of  Samsonite  Corp.  ' 
Gibbons  Green  last  fall,  has  t 
corporate  fat  and  increased  re\  • 
6.29^^,  to  $702.3  million,  for  the  y* 
ed  Nov.  30.  Between  April,  w 
deal  closed,  and  November,  Sealy 
up  S76.4  million  in  operating  ca~ 
about  20ff  gain  over  the  previoi. 
That  just  covered  its  actual  cash-, 
expenditures  of  S73.3  million.  TK 
Gibbons  expects  a  cash  flow  of  ' 
lion  vs.  cash  interest  of  $82.3  mili; 
total  interest  of  $114.4  million. 
NEW  PACT.  Candlish's  cost-cuttiiiL 
include  closing  13  of  38  plants,  st; 
izing  production,  and  reducing 
The  sale  of  excess  real  estate  am; 
sidiary  should  help  to  pay  dow: 
while  a  new  pact  with  Sears,  Ro^-' 
Co.  is  boosting  revenues  subst<. 
Candlish  insists  that  meeting  hi.- 
requirements  is  "imminently  doab 

It  had  better  be.  First  Boston  .  • 
that  private  placement  to  markt' 
roes,  generally,  in  this  market  : 
working  well,"  says  a  private  pla 
specialist,  who  notes  that  even 
with  equit}'  kickers  are  not  bein^ 
received.  And  Gibbons  Green,  whi 
lost  much  face,  still  has  to  prove  ii 
pay  too  much  for  its  enthusiasm. 

By  Maria  Mallory  in  Cle^' 
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Buick.  The  only 
American  car  to 
make  the  top  10  in 
3  major  customer 

surveys. 


luick  ranks  among  the 
iing  domestic  nameplates  in 
r  J.D.  Power  and  Associates 
veys  measuring  customer 
nion. 

he  most  recent  example  — 
independent  survey  of  long-term 
)endability  that  ranks  Buick  among  the  top  10 
he  Vehicle  Dependability  Index  Study, 
t's  called,  is  a  measure  of  the  dependability 
985  models  after  four  to  five  years  of 
nership.  Other  recent  J.D.  Power  studies 
ked  Buick  among  the  top  10  in: 
ustomer  satisfaction  with  product 
ility  and  dealer  service  after  one  year 


of  ownership. 

•  Sales  satisfaction  with  the  car,  the  way 
it  was  sold  and  delivered  by  the  dealer 
Initial  quality,  based  on  owner- 
reported  problems  during  the  first  90  days 
of  ownership. 
In  the  Initial  Quality  Survey,  Buick  LeSabre 
ranked  as  the  most  trouble-free  American  car 
And  Buick  Riviera  and  Electra/Park  Avenue 
ranked  as  the  two  most  trouble-free  American 
luxury  cars. 

We  invite  you  to  form  your  own  opinion  of 
the  1990  Buicks.  See  your  Buick  dealer  today 
for  a  test  drive.  For  more  information  about 
Buick  quality,  please  call  1-800-446-2837. 


The  New  Symbol  for  Quality  in  America. 


lu  ncK 

SMAItTtEASE 


Let's  get  it  together  ..buckle  up.  'y  1990  GM  Corp  All  rights  reserved  LeSabre  and  Park  Avenue  are  registered  trademarks  and  Riviera  and  Electra  are  trademarks  of  General  Motors  Corporation, 
bwer  and  A,ssociates  1989  Customer  Satisfaction  with  Product  Quality  and  Dealer  Service*"  Buick  ranked  10th  overall.  1989  New  Car  Sales  Satisfaction  Index?"  Buick  ranked  in  a  tie  for  3rd  overall.  1989 
Quality  Survey.*"  Buick  ranked  7th  overall  1990  Vehicle  Dependability  Index  Stud>*>"  Based  on  things  gone  wrong  with  4-5  year  old  1985-model  vehicles  in  the  past  12  months.  Buick  ranked  4th  overall. 
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BREITLING 

1884 


Instruments 
FOR  Professionals 


AEROSPACE, 
analog  and  digital  chronograph. 
18  kt.  white  gold,  titanium  bicolor,  titanium. 
Leather  strap  or  metal  bracelet. 


WORLD 

EQUESTRIAN 

GAMES 

iSTOCKHOLM 
I       1990  I 

BREITUNG 


BREITLING  USA  INC. 

TWO  STAMFORD  LANDING,  SUITE  165, 
STAMFORD,  CF  06902 
TEL.:  203  3271411 
FAX;  203  3272537 


INVESTMENT  BANKING  I 


II 


HOW  PLAYING  THE  TORTOISE  I 
PAID  OFF  FOR  GOLDMAN  SACWi 

Old-fashioned  values  helped  the  firm  sunive  the  Roaring  Eigl 


company,   in  effect  guarantee!: 
price.  But  as  the  junk-bond  mark: 
shakier,  it  told  Georgia  Gulf 
would  try  its  best  to  sell  the  issi 
could  not  assure  the  results.  Says  | 
berg:  "If  the  market  isn't  going 
the  bonds,  it  isn't  our  job  to  hold 
Goldman's  refusal  to  make 
loans  undoubtedly  cost  it  busines 
But   now   the   company  looks 


Few  on  Wall  Street  can  top  John  L. 
Weinberg  when  it  comes  to  show- 
ing loyalty  to  customers.  The  affa- 
ble. 65-year-old  senior  partner  of  Gold- 
man, Sachs  &  Co.  drives  a  Ford  and  uses 
General  Electric  appliances  at  home — 
both  are  client  companies.  He  weighed 
moving  Goldman's  Chicago  branch  out 
of  the  Sears  Tower  when  the  retailing 
client  first  talked  about  relocating  a  few 
years  ago.  And  when  his 
poodle  once  refused  to 
eat  a  client's  dog  food, 
Weinberg  didn't  turn  his 
back.  "We  just  fed  it  to 
the  cat,"  he  says. 

To  most  of  the  Street, 
such  zealous  loyalty 
seemed  hopelessly  out-of- 
date  in  the  Roaring 
Eighties.  Goldman's  re 
fusal  to  back  raiders 
meant  passing  up  big 
fees.  But  it  helped  solidi- 
fy Goldman's  blue-chip 
customer  base.  Now. 
when  red  ink  is  flowing 
in  the  securities  business, 
the  firm's  old-fashioned 
ways  are  pa\"ing  off.  In 
1989,  Goldman  was 
strong  in  offerings  of  in- 
ternational equity,  com- 
mon stocks  for  existing 

WEINBERG:  COMMITMENT  TO  CLIENTS  IS  A  GOLDMAN  HAL  IW 


U.  S.  companies,  and  new 
public  offerings.  So  far  this  year,  Gold- 
man says,  income  is  lo'^c  ahead  of  1989's. 
JUNK-FREE.  Nor  does  Goldman  have  to 
won-y  about  big  losses  from  the  debacle 
in  junk  bonds  and  bridge  loans.  In  the 
1980s,  it  shunned  big  risks.  With  good 
reason:  Goldman's  128  general  partners 
are  the  firm's  shareholdei-s,  and  the 
money  they  invest  in  deals  is  their  own. 
As  a  private  partnership.  Goldman 
doesn't  have  to  break  out  its  earnings, 
and  it's  not  under  any  great  pressure  to 
show  short-term  gains.  It  has  been  able 
to  plan  for  the  long  haul.  "We  don't 
have  to  worrj-  about  securities  analysts 
or  public  shareholders,"  says  Weinberg. 

An  example  of  Goldman's  low-risk 
stj'le  is  the  way  it  handled  a  proposed 
underwriting  for  Georgia  Gulf  Corp.  in 
March.  It  originally  planned  to  under- 
write a  $200  milhon  bond  issue  for  the 


Shearson  Lehman  Hutton  Inc.. 
ample,  has  its  capital  tied  up  ii: 
million  bridge  loan  to  Prime  C< 
Inc.  And  First  Boston  Corp.  n 
S685  million  in  bridge  loans  on  it,- 
"Our  approach  is  dull,"  concede- 
Chairman  Robert  E.  Rubin.  "Bur 
a  bad  way  to  run  a  business." 

Not  bad  at  all.  Although  it  : 
foiui;h  in  1989  in  the  dollar  an,' 
deals,  according  to  Securities  D;. 
the  transactions  were  worth  6&: 
lion.  Goldman  ad\"ised  Ford  Motor 
its  S2.4  billion  takeover  of  Jagi.: 
and  SmithKhne  Beckman  Corp. 
ST.7  billion  merger  with  Beechair. 
PLC.  It  was  ranked  Xo.  1  in  198i:4i 
deals  valued  at  S109.1  billion.  Go| 
made  progress  in  the  first  quarj 
1990,  showing  S11.5  biUion  vs.  So.9  ' 
in  the  first  three  months  last  yea:  ' 
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▲  BILLIONS  Of  DOLURS 

0414;  UPPER  4NALVTIUI  SECURITIES  CORP. 


Goldman  is  diversifying.  The 
)pes  its  reputation  will  be  a 
)ard  to  attract  investors  to  two 
ids.  One,  for  small  investors,  will 
nmon  stocks.  The  other,  mainly 
itutions,  will  invest  in  securities 
)led  companies.  Goldman's  sales 
simple.  Says  an  insider:  "This  is 
g  when  an  institutional  investor 
:  at  all  the  securities  firms  and 
lich  one  can  I  trust?'  " 
neither  fund  is  a  sure  thing. 
1  means  to  raise  at  least  $500 
"or  the  distressed-securities  fund 
kick  in  $100  mil- 
ts own  in  an  at- 
I  create  the  larg- 
d  of  this  kind, 
ere  will  be  a  lot 
petition  on  the 
says  a  top  Wall 
xecutive. 
apital  Growth 
so  has  potential 
s.  Goldman  ex- 
;  have  pledged 
15  million  to  the 
id  total,  about 
llion.  But  Gold- 
)  no  small  investors,  and  no  ma- 
1  Street  house  is  marketing  the 
5  a  result,  six  regional  firms  will 
fund,  which  has  a  low  minimum 
int  of  $1,200.  "Goldman  will  look 
;f  it  can't  find  those  small  buy- 
ys  an  analyst. 

lan  looked  anything  but  foolish 
was  the  first  major  U.  S.  securi- 
1  to  link  with  a  Japanese  inves- 
er  American  firms  later  hooked 
Japanese  partners,  but  none  so 
jly.  In  1985,  Goldman  sold  a 
:ake  to  Japan's  Sumitomo  Bank 
$500  million.  Sumitomo  got  no 
ights  and  thus  has  no  real  influ- 
le  deal  was  a  big  reason  why  the 
apital  of  Goldman's  partners  has 
an  doubled  since  1985.  Cost-cut- 
i  also  come  in  handy:  Goldman 
amed  its  payroll  from  7,400  to 
er  the  past  three  years. 
30ts  of  Goldman's  success  can  be 
0  the  1950s,  when  Sidney  Wein- 
)hn's  father  and  then  the  firm's 
tner,  instituted  a  new  strategy 
stment  banking.  Back  then,  typi- 
le  investment  banker  at  a  firm 
)e  responsible  for  both  finding 
isacting  business.  But  Weinberg 
led  investment  bankers  away 


oldman  Sachs  hasn't 
ged  unscathed  from  the 
reet's  tribulations — 
iuding  insider  trading 


THE  BOOM  IN  CAPITAL 
AT  GOLDMAN 


from  Wall  Street  with  orders  to  get  to 
know  their  companies.  Then,  Goldman 
specialists  would  do  the  nuts-and-bolts 
work.  "It's  corporate  relationship-build- 
ing at  its  best,"  says  Samuel  Hayes,  a 
Harvard  business  school  professor.  "A 
lot  of  firms  have  tried  to  copy  Goldman 
without  the  same  success." 

Still,  the  firm  has  not  emerged  un- 
scathed from  the  Street's  tribulations. 
Partner  Robert  M.  Freeman,  its  top  arbi- 
trageur, resigned  after  pleading  guilty 
to  insider-trading-related  charges.  He 
was  sentenced  to  four  months  in  prison 
and  fined  $1  million  on 
Apr.  17.  Partner  Lewis 
M.  Eisenberg  quit  after 
his  former  secretary 
filed  a  sexual  harass- 
ment suit  against  him. 

Goldman's  ethical  in- 
tegrity was  questioned 
in  January.  Leo  Havi- 
land,  former  chief  of  its 
Energy  Futures  and  Op- 
tions Group,  sued  the 
firm  in  Manhattan  fed- 
eral court,  saying  he 
was  driven  out  for  re- 
fusing to  pass  along  clients'  trading 
plans  to  his  bosses.  Although  Goldman's 
lawyers  say  the  case  has  no  merit,  the 
firm  was  shaken.  One  official  admits: 
"By  attacking  our  integrity,  that  hits  us 
where  we  live." 

TWO  HEADS.  The  firm  says  these  are  iso- 
lated incidents.  Many  agree.  "When  you 
sit  across  from  Goldman  in  negotia- 
tions," says  the  president  of  a  Wall 
Street  firm,  "there  is  definitely  a  mys- 
tique because  of  all  that  tradition."  Adds 
Sears  Roebuck  Chairman  Edward  A. 
Brennan:  "Whether  the  issue  is  invest- 
ment banking  or  the  economy,  they  al- 
ways have  the  right  answer." 

Goldman  takes  pains  to  show  loyalty 
to  its  employees — something  rare  on 
Wall  Street.  Before  Freeman  pleaded 
guilty,  he  remained  on  Goldman's  pay- 
roll. Other  firms  cut  officials  loose  when 
they  were  indicted.  "That  kind  of  loyalty 
goes  a  long  way  toward  showing  why 
we  have  the  lowest  turnover  on  the 
Street,"  says  a  Goldman  manager. 

Whether  Goldman  can  stay  this  strong 
will  depend  on  Vice-Chairmen  Rubin,  51, 
and  Stephen  Friedman,  52,  lifelong  Gold- 
man employees.  Weinberg  says  he  has 
no  plans  to  retire  but  expects  that  when 
he  does,  they  will  run  the  firm  together. 
On  Wall  Street,  where  egos  are  enor- 
mous, the  idea  of  co-CEOs  may  seem  un- 
realistic. But  Goldman  made  it  work 
once  before,  when  Weinberg  shared  the 
top  job  with  John  C.  Whitehead.  And  the 
firm  is  probably  strong  enough  to  make 
it  work  again.  It  would  just  be  another 
example  of  how  Goldman  stands  apart 
from  the  rest  of  the  Street. 

By  Jon  Friedman  in  New  York 


Are  you 
planning 
to  build? 


If  you  have  made  the  decision 
to  expand,  establish  or  relocate 
your  business,  you  know  there  are 
thousands  of  details  to  consider 
VP  Buildings  can  help.  We'll 
send  you  the  planning  guide, 
"Building  Methods  Compared," 
including  a  special  planning  work- 
sheet, and  it's  all  free.  Call  or  write 
for  yours  today'  1-800-238-3246. 


VARCO-PRUDEN 
BUILDINGS 

AMCA 

INTERNATIONAL 


Built  On  Superior  Service 


FREE! 


"Building  Methods 
Compared"  including 
the  planning  worl<sheet 


Mall  to:  Varco-Pruden  Response  Center 
P  0  Box  3900 
Peoria,  IL  61614 

COMPANY:  


YOUR 
f^AME: 

TITLE: 


ADDRESS: 


CITY:  _ 
STATE: 


ZIP. 


PHOt^E:  (_ 

(2) 


BW-5/90 


BUSINESS  WEEK/MAY  7,  1990  131 


■nance 


INSURANCE  I 


TORCHMARK  HEATS  UP 
ITS  TAKEOVER  PLAY 


A  proxy  vote  at  American  General  could  seat  five  new  directors 


ome-service  life  insurance  is  a 
throwl)acl\.  Often  used  just  for 
burial  expenses,  it  is  sold  door-to- 
door  in  lower-income  neighborhoods,  pri- 
marily in  the  South.  Folksy  salesmen  re- 
turn weekly  to  collect  premiums  on 
policies  with  face  amounts  of  $15,000  or 
less.  This  may  be  quaint,  but  it  forges 
strong  agent-customer  bonds  that  give 
insurers  a  loyal  clientele  and  lucrative 
returns.  That's  attraction  enough  for 
one  major  home-service  player.  Torch- 
mark  Corp.  in  Birmingham,  Ala.  ($5  bil- 
lion in  assets),  to  attempt  to  swallow  its 
much  larger  competitor,  Houston's 
American  General  Corp.  ($32  billion). 

Easier  plotted  than  done.  Hostile  take- 
overs are  tough  in  the  insurance  field 
because  of  regulatory  hurdles.  Sir  James 
Goldsmith  and  his  French  partner,  Axa 
Midi  Assurances,  discovered  that  in  their 
$21  billion  bid  for  B.'VT  Industries  PLC  and 
its  Farmers  Group  Inc.  insurance  subsid- 
iary. Goldsmith  gave  up  on  Apr.  24,  af- 
ter the  California  Insurance  Dept.  ruled 
against  him,  saying  his  plan  would  sad- 
dle Farmers  with  too  much  debt. 
PROXY  VOTE.  Undaunted,  Torchmark 
President  Jon  W.  Rotenstreich  is  going 
ahead  on  several  fronts.  Although  it 
hasn't  launched  a  formal  tender  offer 
and  doesn't  yet  need  to  seek  regulators' 
approval,  Torchmark  says  it  is  willing  to 
pay  $6.3  billion  for  the  Houston  compa- 
ny— $50  a  share  in  cash  for  half  of  its 
stock  and  $50  worth  of  Torchmark  stock 
for  the  rest.  At  American  General's  May 
2  annual  meeting,  Rotenstreich  is  asking 
shareholders  to  approve  a  slate  of  five 
directors  and  a  nonbinding  proxy  resolu- 
tion calling  for  a  sale. 

Torchmark  is  making  headway  with 
institutional  investors,  who  hold  68''!:  of 
American  General's 
stock.  Michigan  Trea- 
surer Robert  A.  Bow- 
man, who  heads  the 
state's  pension  fund, 
says  he  will  vote  its  3 
million  shares  for 
Torchmark.  "Its  track 
record  has  been  better," 
he  says.  While  incum- 
bent managers  usually 
win  proxy  fights,  Amer- 
ican General  Chairman 


Harold  S.  Hook  is  taking  the  challenge 
seriously.  He  has  begun  his  own  offen- 
sive, asking  regulators  in  10  states  and 
Canada  and  the  federal  courts  to  halt 
Torchmark's  advances. 

A  proxy  win  won't  translate  into  a 
quick  Torchmark  victory.  Hook  says  the 
Torchmark  slate,  which  would  make  up 
a  third  of  the  board, 
could  wait  many  months 
to  be  seated  because  of 
legal  entanglements.  And 
even  then,  Hook  and  his 
board  allies  could  just 
say  no  to  a  bid.  "Just  be- 
cause the  stock  price  is 
low,  it  may  not  be  the  op- 
portune time  to  strike  a 
deal,"  he  says. 

American  General  will 
not  woo  many  investors 
with  its  lackluster  recent 
past.  After  peaking  at 
$46.75  a  share  in  1986, 
American  General  slid  as 
low  as  $28  a  share  in  Feb- 
ruary as  investors  lost 
patience  with  Hook's 
costly  asset  shuffling.  In 
the  past  two  years.  Hook 
raised  $935  million  by 
selling  large  property-ca- 
sualty and  group-health 
units,  and  he  spent  an  ad- 
ditional $759  million  to 
buy  Manufacturers  Han- 
over Trust  Co.'s  consumer-finance  arm. 
But  1989  earnings  of  $464  million  still 
lagged  28%  behind  1986's  peak  of  $648 
million.  Although  earnings  rebounded  in 
the  first  quarter,  the  stock  remains 
stuck  at  about  $37  a  share.  That's  up 
from  $30  or  so  just  before  Torchmark's 


i 


ROTENSTREICH:  WOOING 
INSTITUTIONAL  INVESTORS 


A  $6  BILLION  INSURANCE  SQUABBLE 


r  Worth  16 

ReboHedinP' 


,r\vate 


ettorts  to 
takeover 


hold 
talks, 
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550-a-sbare 
otter  brAmencan 


Mar<h  28 

Torchmark  drops 

its  offer  after 
American  General 
soys  its  board 
won't  consider  tfie 
proposal  until 
May  2 


move.  But  despite  the  interest  of  i  t 
tional  investors,  that's  still  below 
mark's  $50  offer — the  market's 
saying  a  takeover  is  unlikely  so<ii 
Rotenstreich  is  betting  that  hi 
will  eventually  force  Hook  and  In 
to  capitulate  and  negotiate  a  i  i 
deal.  If  he's  right,  he  plans  to  i 
American   General's  new  consu 
nance  unit.  Estimated  price:  $1.1! 
to  $1.5  billion. 

'BLUE-CHIP  BUYER.'  Can  Torchmarl 
the  additional  $2  billion  in  cash  nee 
buy  American  General?  Rotenst 
investment  banker,  Philip  N.  D 
Morgan  Stanley  &  Co.,  says  his 
should  have  no  trouble.  Torchi 
debt  would  rise  to  about  $4.4  bill 
some  o07(  of  capitalization — high 
dustry  standards  but  not  high  eno 
spook  state  regu 
says  Duff.  "This 
type  of  deal  ban 
clamoring  to  do 
says.  "It's  a  blu 
buyer."  Rotens 
claims  Torchmark 
able  to  pay  back 
the  new  debt  with 
years. 

How?  By  gr 
Torchmark's  lean 
ing  philosophy 
American  Genera 
tenstreich  says 
mark  Chairman  R. 
chey  is  an  a( 
streamlining  the 
writing  process  for 
service  policies.  I 
of  elaborate  phj 
and  follow-up  tes 
policy  prospects, 
mark  uses  a  siir 
yes-and-no  questio 
The  company  f 
that  a  few  high-ris 
cies  may  get  writt( 
$15,000  payouts  don't  hurt  too  mi 

To  hear  Rotenstreich  tell  it, 
mark's  plan  for  American  General 
way  of  countering  the  ready  appe 
foreign  buyers  for  U.  S.  life  in; 
"We're  selling  out  to  the  Brit 
Dutch  instead  of  focusing  on  pro( 
ty  and  efficiencie 
says.  American 
al's  Hook  has  a  le 
mic  take  on  th 


Genera 


April  9 

Torchmark  calls 
for  a  nonbinding 
vote  by  American 
General  share- 
holders on  the  sale 
or  merger  of  the 
company 


^  April  13 

Torchmark  puts  up 
a  slate  of  five 
candidates  to  be 
elected  to  American 
General's 
15-member  board 
at  the  May  2 
annual  meeting 


ation:  "Until  ^ 
a  valid,  credi 
fer,  there's 
to  talk  about 
less,  that  is,  fl 
directors  broa 
subject. 

By  Chuck  H 
in  Atlanta 


HAT  YGU  WEAR 

TO  WORK 
MKESALLTHE 
DIFFERENCE. 


,500  degree 
ng  for  succes 
a  matter  of  life  and  death. 

Which  is  why  DuPont  engineers 
worked  to  create  Noniex®  and  Kev- 
lar®  fire  resistant  fibers.  The 
remarkable  performance  of  these 
fibers  has  made  them  the  standard 
for  state-of-the-art  firefighting 
clothing  all  over  the  world. 
And  everyday,  they  not  only 


carry  out  as  well. 

At  DuPont,  our  dedication  to 
quality  makes  the  things  that  make  a 
difference. 


TER  THINGS  FOR  BETTER  LIVING. 
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MARKETS  &  INVESTMENTS! 


HOW  LOW, 
DOW  JONES? 


The  Hyperwave  theory  predicts  stocks  will  drop  to  1000  by  1992 


There's  bad  news  on  inflation,  long- 
term  interest  rates  are  pushing  9%, 
and  corporate  earnings  are  in  a 
funk.  So  it's  no  surprise  that  the  stock 
market  is  under  selling  pressure.  Fore- 
casters by  the  score  say  the  Dow  Jones 
industrial  average  will  fall  to  the  2500 
zone,  where  it  was  in  late  January.  And 
a  few  bears  think  the  Dow  could  plunge 
as  low  as  2000,  a  devastating  257f  below 
the  current  level,  before  a 
real  rally  gets  under  way. 

Nonsense,  say  market 
analysts  Tyler  Jenks  and 
Walter  Stone.  When  the 
Dow  gets  to  2000,  they  ar- 
gue, the  plunge  will  have 
just  begun.  Jenks,  41,  and 
Stone,  60,  make  most  of 
Wall  Street's  bears  look 
like  cubs  if  not  pussycats. 
Using  an  analysis  they  call 
Hyperwave,  which  is  based 
on  stock  prices  and  trading 
volume,  the  two  have  been 
issuing  a  hair-raising 
warning  to  clients  of  their 
Boston-based  firm,  Kanon 
Bloch  Carre  &  Co.,  and  to 
anyone  else  who'll  listen. 
The  message:  The  market 
has  begun  a  major  collapse 
that  will  end  only  when  the 
Dow  drops  to  1000. 
SLOW  SLIDE.  The  theory 
says  that  when  markets 
are  in  the  throes  of  a  Hy- 
perwave, prices  return  to 
the  starting  point.  So 
Jenks  predicts  that  the 
Dow  will  return  to  1000, 
because  that's  the  level  at 
which  the  Hyperwave 
started  (chart).  In  January, 
he  says,  the  market  began 
the  seventh  and  final 
phase  of  a  Hyperwave  that  has  been 
playing  out  for  over  20  years  and  should 
end  in  1992.  It's  not  the  first  Hyper- 
wave, either.  Jenks,  a  former  commodity 
trading  adviser,  says  he  first  observed 
this  price  pattt  rn  in  the  silver  and  sugar 
markets  of  the  1970s.  Intrigued  by  the 
similarity,  he  has  since  identified  120 
such  waves  in  various  markets  and  time 
periods.  "You  can  almost  overlay  some 


of  the  charts,  and  they  would  be  the 
same,"  says  Jenks.  He  began  to  apply 
Hyperwave  to  stocks  in  1985. 

Indeed,  as  the  accompanying  chart 
shows,  the  Dow  looks  strikingly  similar 
to  the  Hyperwave.  The  wave  starts  with 
a  long  period  in  which  trading  volume 
rises  but  prices  plateau.  That's  the  peri- 
od from  the  late  1960s  to  1982,  when  the 
Dow  climbed  above  1000  several  times 


THE  HYPERWAVE  DELIVERS 
A  FRIGHTENING  FORECAST 
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but  could  not  stay  there.  Then  there's  a 
modest  pickup  in  prices  and  volume,  fol- 
lowed by  a  rapid  acceleration  of  both 
price  and  volume.  The  pace  mounts  even 
further  to  the  blow-off  stage,  after 
which  there's  crash  and  panic.  That's 
what  occurred  in  1987.  Then  comes  the 
recovery  period,  which,  for  stocks,  lasted 
through  1989.  And  1990  marks  the  be- 
ginning of  the  protracted  decline  phase. 


Where  Hyperwave  theory  siiii 
apart  from  the  crowd  is  in  its  interia 
tion  of  the  1987  crash.  Conventional 
dom  views  the  crash  as  a  freak  inttirc 
tion  in  a  long-term  bull  market, 
thought  that,  too,  as  the  markei 
ered.  But  when  trading  volume  v, 
he  changed  his  tune  and  integratf 
analyses  with  Jenks's  Hyperwave. 
BURST  BUBBLE.  Jenks  admits  his  f  o;  i 
"is  a  whole  lot  lower  than  most  r@t 
able  analysts  are  looking  for."  B' 
also  notes  that  only  a  handful  ui 
lysts  in  the  early  1980s  wrote  al 
trebling  of  stock  prices  during  tl 
cade.  One  was  Robert  Prechter, 
popularized  Elliott  Wave  theory.  . 
er  was  Stone  himself,  although 
didn't  know  him  then.  Stone  ma* 
prediction  of  a  big  bull  market  ba.- 
the  explosion  in  trading  volume. 
Although  the  bearish  duo  are 
cal"  analysts,  they 
nize  that  most  inv 
prefer  forecasts  ba.- 
more  fundamental  1; 
"The  market  will  f; 
cause  of  the  collapse 
credit  bubble,"  says 
That's  evident  in  s. 
ures,   sour   real  - 
loans,  junk  bond  dt 
and  tottering  LBOs. 

In  like  manner, 
and  Stone  have  a 
their  analysis  to  the 
nese  stock  market 
is  off  24%  so  far  thi,- 
The  difference  betwei 
U.  S.  and  Japanese 
kets,  however,  is  th 
Nikkei  has  only  no\^. 
through  its  crash  an 
ic.  "Their  1987  fall 
large  enough  to  coui 
Hyperwave  crash,'  ■ 
Jenks.  The  pair  thii 
Nikkei  has  just  beg 
recovery  stage, 
should  carry  it  to  3' 
so.  After  that,  they 
the  Nikkei  faces  a 
dark  slide  to  10,000. 

The  investment  i;- 
tions  of  Hyperwa\ 
clear.  Jenks,  for  or 
advised  clients  to  > 
money-market  or 
funds  since  one  week  before  th 
crash.  (Kanon  Bloch  Carre  sells 
funds,  not  stocks.)  Those  who  got 
stocks  then  would  be  about  eve 
those  who  rode  the  market  dov 
then  back  up.  But  now,  his  advi 
look  good  only  if  the  market  tani 
the  Dow  goes  to  3100,"  says  Jenll 
have  some  very  unhappy  clients.'! 
By  Jeffrey  M.  Laderman  in  A^el 


Q  PROTRAOED 
DECLINE 


1990 
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Canon  Introduces  Laser  Class.™ 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  fax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  with  expanding  needs. 

Like  the  memory  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memory  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

The  L770  uses  a  laser  process  to  print 
incoming  images  on  plain  paper 

This  means  your 
faxes  will  look  better, 
will  last  longer,  and 
won't  curl  or  fade  like 
thermal  paper  faxes.  And  you  won't  have  to 
copy  them  before  filing.  L^ser  printing  means 
they're  consistently  faithful  to  the  original. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image. 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer,  without  the  fuzzy  edges 
that  can  make  reading 
text  difficult. 


And  with  Canon's  UHQ  imaging  technology, 
the  images  you  send  are  better,  too. 

Even  combinations  of  small  type 
and  halftones  are  virtually 
indistinguishable  from  their  original. 

Built-in  Reliability. 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  everything  that  can 
rim  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
in  a  new  cartridge. 

The  new  Canon  I-aser  Class  FAX-L770,  After 
a  few  minutes  you'll  be  glad  you  bought  it.  After 
a  few  years  you'll  be  ecstatic.  For  information, 
call  f-800-OK  CANON. 


The  only  thing 
not  built  into  our 
laser  fecsimile  is 
obsolescence. 


treating  sleep  and  respiratory  dijplfl 
ders,  and  Healthdyne  Perinatal  > 
vices,  serving  patients  who  need  h' 
care  for  high-risk  pregnancies.  The 
ting  is  that  Chairman  and  CEO  1 
Petit,  who  owns  10%-  of  the  stock, 
spin  off  the  two  units  as  he  did  HJ 
Nutritional.  One  analyst  says  that[ 
gether  they  are  worth  $75  million. 


BY  GENE  G  MARCIAL 

NEW  ZEALAND 
WINDS  MAY  LIFT 
A  PAPER  PLAY 


Paper  stocks  seemed  ready  to 
rocket  earlier  this  year  as  the 
forest-products  and  paper  indus- 
try looked  ripe  for  a  round  of  buyouts. 
Georgia-Pacific's  hostile  takeover  of 
Great  Northern  Nekoosa  was  cited  as 
a  harbinger.  But  activity  has  since 
dried  up,  the  arbs  have  fled,  and  most 
paper  stocks  are  on  the  skids. 

Not  so  fast.  Union  Camp  appears  to 
be  the  next  likely  target.  Several  take- 
over players  say  that  traders  for  two 
securities  firms  have  been  quietly  buy- 
ing big  blocks  of  Union  Camp  in  recent 
weeks.  Volume  during  three  recent 
trading  days  ballooned  to  more  than 
300,000  shares — double  the  stock's  dai- 
ly average.  The  big-volume  buys  lifted 
Union  Camp  to  37%  from  36.  It  has 
since  edged  back  down  to  36. 

One  New  York  investment  manager 
says  the  firms  are  accumulating  shares 
for  a  foreign  client.  The  rumored  po- 
tential suitor:  New  Zealand's  Fletcher 
Challenge,  an  $8  billion  conglomerate 
whose  Canadian  unit,  Fletcher  Chal- 
lenge Canada,  has  interests  in  foi-est 
products,  pulp  and  paper,  and  packag- 
ing. Whispers  are  that  Fletcher  wants 
to  expand  its  North  American  opera- 
tion by  acquiring  a  large  U.  S  paper 
and  fiberboard  producer.  Some  ana- 
lysts put  Union  Camp's  buyout  value 
at  $55  a  share,  considering  the  num- 
bers in  the  Great  Northern  takeover. 
Fletcher  confirmed  it  is  expanding  in 
the  U.  S.  but  wouldn't  be  specific  about 
acquisition  targets. 

'Tom  Clephane,  a  veteran  paper  ana- 
lyst at  Morgan  Stanley,  says  value 
players  have  bought  into  the  stock  be- 
cause it's  selling  at  its  "lowest  valua- 
tion in  more  than  10  years,"  based  on 
cash  flow,  price-earnings  ratio,  and 
book  value.  The  value  seekers  are  look- 
ing beyond  the  current  depressed  earn- 
ings, he  says.  Clephane's  target  for  the 
stock  in  a  flat  market,  without  a  take- 
over, is  $47  a  share. 
MODERN  MILLS.  "Union  Camp  is  one  of 
the  most  attractive  situations  in  the 
industry,"  he  says.  The  company  has 
spent  billions  in  the  past  three  years  to 
modernize  its  mills.  Now,  says  Cle- 
phane, it's  one  of  the  lowest-cost  pro- 
ducers and  among  the  most  efficient. 
So  he  expects  profit  margins  to  im- 
prove sharply  by  1991. 


UNION  CAMP 
IS  STRUGGLING 


APR.  24 


DATA:  BRIDGE  INFOIiMATION  SYSTEMS  INC 


Management's  proposal  for  stag- 
gered terms  for  directors  was  ap- 
proved at  Union  Camp's  Apr.  23  annual 
meeting.  Company  spokesman  Tim  Mc- 
kenna  says  the  apparent  antitakeover 
amendment  wasn't  in  response  to  any 
effort  by  a  group  to  gain  control.  He 
says  he  isn't  aware  of  such  interest  by 
any  U.  S.  or  foreign  company. 


BRINGING  HOSPITAL 
CARE  HOME 


With  hospital  costs  soaring  at 
a  sickening  pace,  investors 
have  been  scouting  for  com- 
panies specializing  in  home  medical 
services.  One  name  that  has  popped  up 
is  Healthdyne,  a  little-known  player  in 
this  fast-growing  $5  billion  business. 
Some  pros  argue  that  the  stock  is 
worth  twice  its  current  price. 

Andy  Offit,  portfolio  manager  at  Fi- 
delity Select  Biotechnology  Fund,  be- 
lieves Healthdyne  is  a  "compelling  as- 
set play"  because  its  parts  are  worth 
more  than  the  whole.  Trading  at  $10  a 
share,  Healthdyne  has  a  66%  stake  in 
Home  Nutritional  Services,  which  cur- 
rently sells  for  $16  a  share.  That  com- 
pany, which  provides  home  intravenous 
units  and  other  equipment  as  well  as 
nursing  care,  was  spun  off  by  Health- 
dyne in  1989.  Offit  figures  Health- 
dyne's  66%  stake  in  Home  Nutritional 
is  worth  $8.10  a  share.  That,  plus 
Healthdyne's  cash  stash  of  $1.60  a 
share,  for  a  total  of  $9.70,  means  an 
investor  is  paying  almost  nothing  for 
the  rest  of  Healthdyne,  says  Offit. 

Healthdyne's  two  other  operations 
are  Healthdyne  Technologies,  which 
makes  equipment  for  monitoring  and 


HERB  SIEGEL  VS. 
MARTY  DAVIS? 


lerb  Siegel,  chairman  and  pr 
dent  of  Chris-Craft,  is  an  asti 
land  patient  investor.  Sol 
Marty  Davis,  chairman  and  CEO  of  '. 
amount  Communications.  According 
some  takeover  pros,  their  paths 
cross  before  long. 

Several  buyout  players  believe 
Siegel  has  been  buying  Paramo| 
shares  in  the  past  two  months  and 
built  up  a  4%  stake  in  the  stock, 
trading  at  $47  a  share.  Word  is  t| 
Siegel  will  attempt  "a  friendly  bi^ 
But  some  analysts  say  he's  siral 
making  a  long-term  investment. 

Takeover  pros  put  Paramour 
buyout  value  at  $60  to  $70  a  sha 
Before  the  collapse  of  the  junk-bcj 
market,  it  was  valued  as  high  as  $1C 
share.  "Paramount's  $92-to-$102 
share  asset  value  is  currently  be^ 
ignored  by  investors  but  will  likely 
turn  to  the  focus  at  some  point,  gi\ 
the  company's  $3  billion  cash  posit! 
and  its  interest  in  forging  a  combii 
tion,"  says  Maria  Balsbaugh,  an  a^ 
lyst  at  Smith  Barney  Harris  Uphar 

Indeed,  Davis  is  quite  aware  of  Pa| 
mount's  undervalued  situation.  In 
marks  at  the  March  annual  meetirl 
Davis  told  shareholders  that  one  of 
best  uses  of  Paramount  funds  is 
repurchase  of  its  stock.  He  noted  th 
the  company  bought  back  1.4  milli| 
shares  in  the  past  four  months. 

Chris-Craft's  television-broadcastij 
subsidiary,  BHC  Communications, 
currently  at  $47  a  share,  with  $1.5  I 
lion  in  cash  and  little  debt.  BHC  alone 
worth  $65  a  share,  says  investment  £ 
viser  Scott  Greiper.  And  Siegel's  IJ 
stake  in  Warner  Communications  pa 
off  mightily  when  Warner  mergi 
with  Time  last  year,  giving  Chris-Cra 
a  pretax  bonanza  of  $2.1  billion. 

A  Siegel-Davis  encounter,  if  it  ha 
pens,  would  be  colorful.  Davis  cou 
launch  a  Pac-Man  move,  going  aft 
Chris-Craft.  A  Paramount  spokesm; 
says  Siegel  and  Davis  are  good  friem 
but  declined  comment  on  Siegel's 
mored  stake.  Siegel  didn't  return  call 
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FIN, 


NRt  PHONE 
nSTEM  HOPED 
-HEM  TRIPLE 

NSIZE. 


L.L.  Bean  started  taking  phone  orders  eight  years  ago,  with  a 
Northern  Tblecom  Meridian  SL-1 PBX.  It  was  the  most  customer- 
friendly  phone  system  they  could  find.  By  instantly  routing  each 
call  to  the  next  available  operator,  it  allowed  L.L.  Bean  folks  to 
spend  more  time  with  customers. 

Ibday  L.L.  Bean  has  hundreds  of  operators,  and  sales  are  up 
300%.  But  they're  still  giving  customers  the  same  personal  service 
with  the  same  Meridian  SL-1  system  (expanded  and  upgraded 
many  times). 

Want  your  business  to  grow  like  that?  Call  1-800-543-9806. 
There's  a  Meridian  SL-1  that'll  fit  your  ■  ^  ^  notthom 

business  now  and  for  a  long  time  to  come.  IW 


fclecum 


nformation  Processinj 


DEFENSE  AGAINST  PIRATES 
OR  DEATH  TO  THE  ClONES? 


A  proposed  EC  copyright  law  would  strengthen  computer  giants 


Imagine  if  your  electric  utility,  be- 
sides selling  kilowatts,  were  free  to 
dictate  just  how  your  appliances 
were  to  plug  into  its  network.  It  might 
insist  that  all  toasters  plug  into,  say, 
seven-holed  sockets.  If  you  could  always 
find  compatible  plugs  at  the  hardware 
store,  that  might  not  be  so  bad.  But 
what  if  the  utility  also  controlled  the 
supply  of  plugs?  Then  it  could  take  over 
the  toaster  business  by  frequently  alter- 
ing the  toaster's  electrical  "interface" — 
its  plug  and  matching  socket — rendering 
rivals'  toasters  incompatible. 

Fortunately,  regulations  prevent  utili- 
ties from  extending  their  monopolies 
that  way.  In  the  wide-open  com- 
puter business,  however,  new  in- 
terfaces crop  up  almost  daily. 
Competitors  can  usually  catch  up 
by  "reverse-engineering"  an  im- 
portant interface — analyzing  it 
to  figure  out  how  to  make  a  com- 
patible product.  A  good  example 
is  the  so-called  ROM-Bios  chip  in 
IBM  PCs  that  c(intains  informa- 
tion for  defining  the  interface  be- 
tween the  PC's  hardware  and 
software.  Current  law  permits 
clone  makers  to  analyze  IBM's 
chip  and  create  their  own — not  a 
direct  copy  but  one  that  per- 
forms the  same  functions. 


All  that  could  change  in  coming 
months,  depending  on  how  the  European 
Commission  acts  on  a  proposed  directive 
that  would  reshape  software  copyright 
laws  among  EC  nations.  A  group  led  by 
IBM  and  Digital  Equipment  Corp.  (table) 
supports  it  as  a  tough  measure  against 
software  piracy.  But  an  opposing  group 
argues  that  the  directive  will  help  IBM 
and  other  dominant  suppliers  stifle  com- 
petition. As  drafted,  the  directive  would 
drastically  limit  rivals'  ability  to  decipher 
software  interfaces  and  build  compatible 
products.  Of  particular  concern  are  the 
interfaces  needed  to  attach  new  comput- 
ers to  the  central  data  networks  that 


THE  INTERFACE  DEBATE 


EUROPEAN  COMMITTEE  FOR  INTEROPERABLE  SYSTEMS 

Amdahl,  Fujitsu,  NCR.  Unisys 
ECIS  wants  the  law  changed  to  permit  computer  and 
software  makers  to  inspect  competing  software  closely 
so  ihey  can  figure  out  how  to  write  compatible  inter- 
faces for  their  own  programs 

SOFTWARE  ACTION  GROUP  FOR  EUROPE 

Digital  Equipment,  IBM,  Apple 
SAGE  argues  that  industry  standards  eliminate  the 
need  for  such  "reverse  engineering,"  which,  if  permit- 
ted, would  lead  to  widespread  software  piracy 


IBM  and  DEC  have  installed  at  most  I 
companies.  "Everything  evei- 
thought  was  legal  is  now  being  i 
into  question,"  says  Michael  A.  Jut 
an  attorney  with  Morrison  &  Foersi' 
San  Francisco. 

CRIB  SHEETS.  Software  interfaces 
challenging  technical  and  legal  i 
lems.  With  the  toaster,  only  the  sizr 
shape  of  the  plug  and  socket  m.ti 
But  a  software  interface  involves  a  i 
plex  exchange  of  messages  between  ■ 
grams.  The  content,  format,  and 
quence  of  those  messages  must  In 
precise  order  for,  say,  Microsoft  Coi 
MS-DOS  operating  system  and  Lotu^ 
velopment  Corp.'s  1-2-3  spreadshc 
cooperate.  Microsoft  actually  puM 
its  interfaces  to  help  Lotus  and  m 
create  MS-DOS-compatible  products. 

But  in  many  cases,  the  "how"  i 
interface  is  purposely  kept  privai 
prevent  development  of  compatible  ; 
ucts.  "Whoever  controls  the  intei  i 
controls  the  market,"  says  Norbert  l\ 
ter,  manager  of  the  Association  of  < 
man  Corporate  Consultants.  That  i 
helped  create  the  European  •  ' 
mittee  for  Interoperable  Sysi- 
(ECIS),  a  group  of  almost  5(i 
ware  and  hardware  comiiii 
that's  lobbying  to  amend  tii' 
directive  to  exclude  software 
terfaces  from  copyright  pri;t 
tion.  It  also  wants  the  dirci 
to  explicitly  permit  analysi.- 
software  products  to  extract 
terface  information. 

ECIS  says  it  is  asking  for  noi 
ing  more  than  what  comput 
makers  already  have.  Softwa 
copyrights  protect  only  lists 
program  instructions.  The  1; 
does  not,  ECIS  argues,  protect  t 
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INFORMATION  PROCES: 


BECOME  A 
JAL  KIZUKI 
AND  GET  YOUR 
OWN  747. 


At  JAL,  we  don't  just  have  me- 
chanics. We  have  kizuki:  An  elite 
corps  of  engineers  who  are  assigned 
to  their  own  747s. 

Because  each  plane  is  worked 
on  by  one  kizuki  team,  each  kizuki  is 
obsessed  with  its  performance. 


Unique  to  the  business,  this  sys- 
tem has  helped  us  maintain  the  on- 
time  departure  record  year  after  year 

And  helped  us  maintain  a  very 
comfortable  relationship  with  our 
passengers. 


J  41- 


Japan  Airlines 

A  WORLD   OF  DIFFERENCE 


The  success  book  for  the  turbulent  '90s  that  shows  you 


^William  sandy 


HOW  TO  GET 
THE  PEOPLE 
ADmNTVGE 


Managing  today  is  managing  people. 
Forging  the  Productivity  Partnership  shows 
you  how  to  take  personal  command  of  the  behavior-shaping 
tools,  techniques  and  technologies  of  our  time.  You'll  discover  how 
to  tie  together  strategy,  training,  organizational  communication,  motivation, 
computerized  information,  measurement  and  recognition  to  develop  a 
hard-hitting,  customer-responsive  business  force. 

Bill  Sandy  and  his  colleagues  are  immersed  in  helping  bring  large-scale 
change  to  industries  in  upheaval.  This  book  captures  the  drama  of  change 
and  shows  you  how  to  mobilize  people  to  make  a  powerful  difference. 


Get  Forging  the  Productivity  Partnership. 
Visit  your  bookstore  or  call  1-800-262-4729  today. 


now. 


For  over  a  decadeThe  Nightly  Business  Report 
has' brought  business  news  when  viewers  need  it.. 
As  it  breaks. 
Watch  it  tonight...  Your  competition  will. 

Check  your  local  lisiings  for  lime. 


W,  t'ljl  i/Mi.imi  in  assoc  l.ilion  willi  Ki  ulers.  LInflcnvrilten  by  Digital  tquipnurnt  Cor|)oratiori 
A.O.  F-dw.ircIs,  !n(   add  I'uIjIk  Television  Stations  nationwide 


ideas  embodied  in  those  instrucicp 
such  as  the  sequence  of  interfaci 
sages.  In  the  U.  S.,  no  law  express! 
hibits  reverse  engineering,  and  c 
nies  routinely  dissect  one  ano 
programs  to  get  at  those  ideas. 
lawyer  at  one  U.  S.-based  ECIS  mc: 
company:  "It's  intellectually  incoi^ei 
able  that  copyright  law  can  preven' 
pie  from  reading  a  program."  V 
contends  Michael  Goldhaber,  head  > 
Center  for  Technology  &  Democr; 
San  Francisco  think-tank,  attemfj, 
crack  down  on  reverse  engineering  iiu 
"backfire  and  lead  to  a  draconian  s;  te 
of  corporate  spying." 
'LOCK  ANO  KEY.'  Restrictive  EC  iv 
would  affect  the  U.  S.  market,  too.  M 
opponents,  including  Unisys  Corp  ii 
NCR  Corp.,  say  that  the  nascent  '  p( 
systems"  movement,  which  depend;  n 
set  of  standard  software  inter:  ;e 
might  wither  and  die.  Even  with  a  e; 
to  voluminous  technical  documents  )r 
grammers  often  must  analyze  wo  ir 
programs  to  achieve  100%  compati ' 
But  big  players  such  as  dec  and 


An  IBM-backed  group  h,s 
raised  the  specter  of  a 
Japanese  onslaught  agaii 
Europe's  software  indusi 


says  Roger  Galloir,  general  counsi 
Groupe  Bull,  have  "progressively  p 
terfaces  under  lock  and  key." 

Lobbying  vigorously  against  EH 
the  IBM-backed  Software  Action  G|)i 
for  Europe  (SAGE).  It's  framing  th|,d 
bate  primarily  around  the  issue  of 
cy,  arguing  that  the  legal  definiti(| 
"interface"  is  so  ambiguous  that  lis 
amendments  would  open  the  doc; 
"commercial  copying"  of  software.  Jt( 
members  frequently  raise  the  spect 
a  Japanese  onslaught  against  Eur|e 
software  industry — a  tactic  that  ECl 
branded  as  racist. 

Each  side  is  lobbying  hard  but  ti  p 
not  to  appear  too  strident.  Carla  A. 
the  U.  S.  Trade  Representative  a 
former  IBM  board  member,  priv 
voiced  sage's  position  during  a  vi^ 
Brussels  last  December,  but  av< 
public  comment.  American  intellec 
property  specialists  are  watching  cl 
this  rare  attempt  to  codify  software 
In  the  U.  S.,  it  has  largely  been  lei 
to  the  courts.  A  stringent  new  Euro 
law,  they  believe,  would  likely  sho 
here,  too. 

By  John  W.  Verity  in  New  York, 
bureau  reports 
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BusifiessWeek. 


ASKS  ENTREPRENEURS 


Is  Your  Business  Taking  Over  Your  Life? 


Introducing  an  important  new  forum  exclusively  for 
entrepreneurs,  tlieir  spouses  and  heirs. 


You  founded  your  business  on  a  dream  and  a  few  dollars. 
Stuck  with  ii  when  others  thought  you'd  never  make  it.  And 
it  paid  off.  Today  you're  a  success-and  facmga  whole  new 
assortment  of  personal  and  professional  dilemmas. 

How  to  Meet  the  Challenge 
of  Successful  Ownership 

To  help  you  meet  the  unique  challenges  that  come  only 
from  ownership  of  a  successful  business,  BusinessWeek 
has  created  BEYOND  ENTREPRENEURSHIP.  The  Business 
Week  Forum  of  Business  Owners. 
BEYOND  ENTREPRENEURSHIP  is  not  for  managers.  It's 
not  for  employees.  It  is  for  those  founders  and  owners  who 
have  taken  the  risks  and  reaped  the  rewards  of  creating  a 
privately-held  business. 

Business  Week  has  also  created  two  days  of  special 
seminars  for  your  spouse-a  series  of  roundtable  discus- 
sions and  workshops  addressing  the  diverse  challenges 
of  marriage  to  an  entrepreneur.  Plus,  your  sons  and 
daughters  are  invited  to  a  closed  door  session  where  they 
can  meet  privately  to  discuss  their  experiences  dealing 
with  inherited  wealth  and  working  in  your  business. 

Meet  with  the  Nation's  Best  Business  Minds 

BusinessWeek  will  place  you  face  to  face  with  some  of  the 
best  business  minds  in  the  country.  You'll  hear  keynote 
speaker,  Peter  V.  Ueberroth,  investor  and  Managing 
Director  of  the  Contrarian  Group.  Inc.,  and  get  keen 
insights  from  family  business  experts  John  Davis,  John 
Ward,  and  Roy  Williams,  inherited  wealth  specialists 
Dr.  Joanie  Bronfman  and  Linda  Pritzker,  small  business 
economists  like 'William  Dunkelberg  and  Tom  Gray,  plus 
many  other  prominent  business  thinkers. 

You'll  take  home  dozens  of  ideas  you  can  use  from  the 
more  than  25  full  group  and  breakout  sessions  including: 


•  How  to  Make  Your  Decision  Making  Style 
Fit  Your  Company 

•  How  to  Maintain  a  Balance  Between  Work  &  Your 
Private  Life 

•  How  to  Maximize  Your  Assets 

•  How  to  Finance  Your  Next  Growth  Phase 

•  How  to  Fight  For  and  Win  the  Best  Workers 

AND  MI  CH  MORE! 

For  More  Information 

Space  IS  limited-so  register  today.  BEYOIXD 
EMREPRENEllRSHIP  could  make  a  real  difference 
to  your  business,  your  family-and  to  you. 

Call  TOLL  FREE  (800)  962-8592.  or  fax  (212)  967-5847. 
Or  if  you  prefer,  write  to  BusinessWeek  Conference/CRP 
323  West  39lh  St..  5lh  fl..  New  York,  NY  10018. 


BEYOND  ENTREPRENEURSHIP 

A  Business  Week  Eorum  of  Business  Owners 
May  10  and  11, 1990 
Westin  St.  Francis  Hotel,  San  Francisco,  California 

Presented  in  association  witli 
American  Society  of  CLl  and  CliFC 
Apple  Computer  Inc. 
Capitai  Guardian  Trust  Company 
Ttie  Geneva  Companies 
KPMG  Peat  Marwick 
IVIetropoiitan  Life  Insurance  Company 
Morrison  &  Foerster 


B 


Call  (800)962-8592  or  EAX  (212)  967-5847  for  more  information. 


THE 
SIANDON 
OUR  HEAD 

COPIER 
GUARANTEE 

FROM 

>(ODAK 

Itl, 


You'll  be  totally  satisfied  with  the  reliability  and  service 
of  your  Kodak  copiers^  and  we'll  do  whatever  it  takes  to 
keep  you  that  way  That's  a  guarantee. 

If  a  headstand  is  what  it  takes  to  make  you  a  totally  satisfied 
Kodak  copier  customer,  a  headstand  is  what  you'll  get. 
But  you're  more  likely  to  find  Kodak  people  with  both  feet 
on  the  ground,  delivering  the  service 
and  support  they're  famous  for  Which  is 
a  large  part  of  the  reason  why  Kodak 
copiers  win  awards  for  reliability,  and  Kodak 
wins  awards  for  overall  customer  satisfaction, 
year  after  yean 

Some  of  us  are  better  than  others 
at  standing  on  our  heads,  but 
we're  all  experts  when  it  comes  to 
satisfying  customers.  For  de- 
tails call: 

I  800  255-3434,  Ext.  156. 


Kodak  copiers.  Ask  any  customer. 


It  's  gotten  The  Equitable 
o  a  company  record  $131.4 
'  on  in  assets  under  man- 
•T~ient.  In  fact  over  the  last 
ade,  assets  managed  by 
-  Equitable,  its  subsidiaries 
-.nd  affiliates  have  more  than 
:ripled. 

And  during  the  same  timie 
^''ame,  third-party  assets 


placed  in  our  hands  by  a  pres- 
tigious roster  of  Fortune 
500"  corporations,  major  pen- 
sion funds  and  other  invest- 
ment clients  soared  by  over 
1,0009b. 

That's  because  our  clients 
and  policyholders  know  our 

TheEOUITABLE 

Financial  Companies 

\\r  H  wT  ChfatPi  \\sF(  )hV)l 


investment  managers  are 
seasoned  experts  who  hav 
achieved  superior  results. 

Skill.  Professionalism. 
Plain  old  hard  work.  They've 
been  producing  successful! 
for  us  and  our  clients  for  ov 
130  years.  That's  why  we're 
not  about  to  change  a  thine 

Trust  us. 


I 


C5  STATES         EQUITABLE  VARIABLE  LIFE  INSURANCE  COMPANY         ALLIANCE  CAPITAL  MANAGEMENT  CORPO 

  ,    INC  EQUITABLE  CAPITAL  MANAGEMENT  CORPORATION  DONALpSON.  LUFKJN  6.  JENRETTE.  INC  SPROUT  G( 

ABLE  AGRlBUSlTire'SS,  -iNO        ^PENSilON  FINANCIAL  MANAGEMENT  GROUP  EQUITABLE  SEIMEI  HOKEN-EQUITABLE  OF  JAPAN  EQUICO  SECURITIES. 

■?  ;TViE  EC*JITA6iEOi^GblifciRAOO.INC  WOOD.  STRUTHERS  Si  WINTHFtOP  MANAQEMEhfT  CORPORATION         PERSHING  DIVISION         AUTRANET.  INC.  - 
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)0T,  ROOT,  ROOTING 
fR  A  HOME  TEAM 


^ball  is  expanding  for  the  first  time  in  a  decade — but  where? 


St.  Petersburg,  the  stunning  $110 
illion  Florida  Suncoast  Dome  is  just 
liting  for  the  words:  "Play  ball." 
's  only  one  problem:  St.  Pete 
't  have  a  major-league  team. 
Buffalo,  Robert  E.  Rich  Jr.,  the 
hy  owner  of  the  Triple-A  Buffalo 
s,  is  so  eager  to  get  into  the  "bigs" 
(le  has  acquired  two  other  minor- 
e  clubs  to  serve  as  farm  teams  for 
•anchise  he  hopes  to  snare. 
1  in  Denver,  the  Colorado  Baseball 
nission  has  Mr.  Baseball,  Bob 
;r,  narrating  a  videotape  entitled 
Time  Zone  Without  a  Team  to 
)et  the  city's  case. 
.  ready  for  what  promises  to  be  the 
est  race  in  baseball  this  year:  the 
to  win  the  National  League's  two 
franchises.  Major  League  Baseball 
ot  expanded  since  1977.  Since  then, 
pularity  and  wealth  have  exploded, 
ng  an  enormous  roster  of  cities 
-y  for  a  team.  After  years  of  foot- 


dragging.  National  League  President 
Bill  White  now  promises  that  by  mid- 
June,  a  timetable  for  adding  two  new 
teams  will  be  announced. 

That  will  set  off  a  virtual  free-for-all 
among  competing  cities.  Their  aim:  Im- 
press the  selection  committee,  headed  by 
retired  Westinghouse  Electric  CEO  Doug- 
las D.  Danforth,  now  chairman  of  the 
Pittsburgh  Pirates.  Danforth's  commit- 
tee will  recommend  two  finalists  to  the 
owners  of  baseball's  26  teams,  who  have 
the  final  vote.  Although  this  vote  could 
come  by  December,  the  new  teams  won't 
play  until  1993  or  1994. 

Danforth's  committee  will  likely  favor 
areas  underserved  by  baseball,  such  as 
Florida  and  the  Rocky  Mountain  States. 
Although  baseball  has  never  been 
healthier  financially,  it's  plagued  by  sev- 
eral struggling  small-market  teams,  in- 
cluding Pittsburgh,  Cleveland,  and  Seat- 
tle. "There's  no  way  you  can  make  it 
unless  you  can  draw  at  least  2  million 


fans  a  year,"  cautions  Michael  Megna,  a 
baseball  appraiser  at  American  Apprais- 
al Associates  Inc. 

In  the  end,  the  decision  may  hinge  on 
the  "quality  of  the  prospective  owner- 
ship groups,"  says  Danforth.  "That  will 
be  very  important,  because  this  [baseball 
ownership]  is  a  very  small  family."  Deep 
pockets  are  essential:  Most  experts  ex- 
pect the  National  League  to  charge  at 
least  $75  million  for  each  franchise.  But 
strong  community  ties  and  chemistry 
with  existing  owners  will  also  count. 
YER  OUT.  No  fewer  than  15  cities  are 
working  to  land  a  team,  though  some 
already  concede  they're  out  of  this  in- 
ning. "New  Orleans  will  have  to  be  con- 
sidered seriously  in  subsequent  expan- 
sions," says  Bob  Johnson,  general 
manager  of  the  Louisiana  Superdome, 
"but  realistically,  we  won't  get  one  of 
the  first  two  teams."  Officials  in  Van- 
couver, Charlotte,  and  Columbus  say 
much  the  same  thing.  And  since  New 
York  has  the  Mets  and  Yankees,  you  can 
count  out  New  Jersey.  Conversely,  virtu- 
ally everyone  expects  one  of  the  two 
teams  to  go  to  Florida,  which  has  three 
entrants:  Tampa-St.  Petersburg,  Orlan- 
do, and  Miami.  Of  the  cities  fighting  for 
the  other  slot,  Denver,  Buffalo,  Phoenix, 
and  Washington  are  out  front. 

In  Florida,  the  Tampa  Bay  Baseball 
Group,  headed  by  auto  dealer  and  for- 
mer U.  S.  Chamber  of  Commerce  Presi- 
dent Frank  Morsani,  has  been  working 


ELDS  OF 
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;he  natural 
The  Time 
i  Without 
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IPA-ST.  PETE 

new  Suncoast 
16  is  ready 
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BUFFALO 

Triple-A  Buffalo  Bisons 
have  set  a  minor-league 
attendance  record 

ORLANDO 

Playing  off  its 
fame  as  the 
country's  leading 
tourist 
destination 


MIAMI 

As  Florida's 
largest  city, 
it  would 
pack  'em  in 


»ENIX 

Its  to  success 
pring-training 
tus  League 


WASHINGTON 

The  national  pastime 
should  be  played  in 
the  nation's  capital 
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stems  Unisys  can. 
ne  Biscuits  is  only 

To  see  why  we  made  fte  sign  on  the  right, 
lo(i  at  the  one  on  the  left. 


Anytime  you're  driving  at  night,  what  you  can't  see  can 
hurt  you. 

That's  why  3M  invented  Scotchlite"  reflective 
sheeting  with  up  to  ten  times  the  reflective  capability  of 
other  sign  materials.  So  visibility  and  safety  are 
dramatically  improved,  especially  for  older  drivers  and 
those  with  poor  night  vision. 

But,  this  is  just  one  innovative  way  3M  is  making 
your  world  a  little  safer. 


We  also  provide  Safety-Walk™  anti-slip  mats  for 
business  and  industry.  And,  a  wide  range  of  health  care 
products,  including  drapes,  masks  and  dressings  to  helf 
reduce  the  risk  of  infection  during  and  after  surgery. 

3M  is  constantly  solving  problems  with  breakthroul 
ideas  for  home,  office,  industry  and  health  care.  So  thaj 
every  day,  in  135  countries  around  the  world,  people 
benefit  from  3M  products  and  services. 


Innovation  woridng  for  yc 
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fht  years  to  bring  baseball  to  the 
Much  of  the  time  was  spent  fight- 
.  Petersburg  over  the  stadium  lo- 

St.  Pete  prevailed  by  building  the 
ist  Dome,  despite  a  stern  rebuke 
:hen-Baseball  Commissioner  Peter 
roth.  Now  the  two  sides  have  com- 
;ed:  Morsani's  group  would  own 
I'lorida  Panthers"  but  play  in  the 
They've  even  got  deposits  on 

season  tickets. 

nwhile,  Abel  Holtz,  chairman  of 
1  Bank  and  head  of  a  Miami  group 
net  worth  he  pegs  at  $400  million, 
eked  horns  with  Blockbuster  En- 
iment  CEO  H.  Wayne  Huizenga. 
deo  king  owns  50%  of  Joe  Robbie 
m  and  insists  that  any  Miami  team 
lere.  Holtz  remains  noncommittal, 
;  for  a  new  stadium — an  idea  vot- 
ixed  in  1988.  Things  are  more 
ul  in  Orlando,  which  promotes  its 
fig  as  the  nation's  top  tourist  desti- 

;ide  Florida,  no  city  can  match 
o's  dogged  determination.  "The 
ou  make  the  bigs  is  by  putting  up 
mbers,"  argues  Rich.  Buffalo  has 
hat:  The  Bisons  last  year  became 
st  minor-league  team  ever  to  draw 
;han  a  million  fans  in  two  consecu- 


tive seasons.  And  Pilot  Field,  which 
opened  in  1988,  is  praised  as  one  of  the 
nation's  finest  ballparks.  Buffalo,  how- 
ever, may  be  too  close  to  Toronto  to  win. 

In  contrast,  Denver  has  the  strongest 
geographic  case:  There  is  no  team  in  the 
Mountain  Time  zone,  and  its  bid  is 
backed  by  the  governors  of  five  sur- 
rounding states  and  60  members  of  Con- 
gress. Denver's  ownership  group,  head- 
ed by  real  estate  tycoon  John  Dikeou, 
owner  of  the  Triple-A  Denver  Zephyrs, 
was  recently  bolstered  when  Adolph 
Coors  Co.  agreed  to  join.  But  voters 
must  be  persuaded  to  approve  a  0.1% 
sales-tax  increase  to  fund  a  $100  million 
stadium.  "It  will  be  a  tough  fight,"  giv- 
en the  soft  local  economy,  says  John 
McHale,  head  of  the  stadium  committee. 
DESERT  ROWS.  Phoenix,  the  other  Moun- 
tain States  contender,  has  more  serious 
stadium  problems.  Even  if  legislation  to 
finance  a  stadium  through  a  tax  increase 
passes,  there's  the  heat.  Temperatures 
can  hit  115F  in  the  summer,  but  an  air- 
conditioned  facility  would  be  too  expen- 
sive. "Sitting  on  a  seat  bolted  to  con- 
crete [in  the  midday  sun]  is  akin  to 
sitting  in  a  pizza  oven,"  says  Joe  Gara- 
giola  Jr.,  chairman  of  the  Arizona  Base- 
ball Commission.  He  says  the  problem 


can  be  overcome  by  shading  most  seats. 

Washington  already  has  RFK  Stadium 
and  strong  support  from  Congress.  But 
Washington  will  be  fiercely  opposed  by 
Baltimore,  whose  new  stadium  is  less 
than  an  hour's  drive  from  the  capital. 
And  Washington  still  doesn't  have  an 
ownership  group. 

In  the  unlikely  event  that  Danforth's 
group  rejects  all  these  contenders,  it  will 
turn  to  Indianapolis,  Nashville,  or  Sacra- 
mento. All  three  have  strong  ownership 
groups.  And  in  Sacramento,  would-be 
owner  Gregg  Lukenbill,  a  builder  who 
owns  the  Kings  of  the  National  Basket- 
ball Assn.,  has  already  broken  ground 
on  a  40,000-seat  stadium. 

Most  baseball  experts  are  betting  that 
Tampa  and  Denver  will  snag  the  new 
teams.  But  whatever  the  decision,  it's 
not  likely  to  turn  down  the  heat. from 
other  cities.  A  Senate  task  force  led  by 
Timothy  E.  Wirth  (D-Colo.)  is  already 
pressing  Commissioner  Fay  Vincent  to 
add  four  more  teams  by  the  year  2000, 
for  a  total  of  32.  With  such  pressure, 
slowing  the  pace  of  expansion  may  be 
like  trying  to  stop  an  Orel  Hershiser 
fastball  without  a  glove. 

By  William  C.  Symonds  in  Denver,  wrtfi 
bureau  reports 


AT&Tcalls 

I  ServiceMaster. 

So  do  1 17  communications  firms, 
ocen  stores,  73  realtors  and 
iands  of  other  offices,  stores  and 
ings  across  the  U.S.  and  Canada. 
SeiAiceMaster  is  the  number  one 
Irig  service  in  North  America 
over  1200  service  centers  nation 
,  sening  national,  regional,  and 
companies. 

Smart  managers  e\'erv'wiiere  call 
niceMaster  because  they  know 

II  never  have  to  worry-  about 
ling  problems  again. 
Your  service  super\isor  will  make 
the  job  is  done  to  your  exact 
ficatioas  or  we'll  do  it  over 
anteed.  No  questions  asked. 
For  information  or  a  free  sur^'e^ 
800-WE  SER\T.  An\time.  Dav  ' 
^it. 

ServiceMASTER. 

.  tSOO WE  SERVE  ■}:■> 

mch\  Q^'i'y  Service  Nettvork  '■ 
SeK[/i/  ^rviccMjsttr  •  Merry  Maids   "  '.  ■  '  ■  ; 
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Leisure 


NOW,  SUMMER  CAMP 
ISNT  JUST  FOR  KIDS 


Summer  and  camp — the 
two  were  made  for  each 
other.  And  these  days, 
it's  not  only  kids  who  can  en- 
joy them  together.  Adults  can 
now  choose  from  a  wide  array 
of  camp-like  vacations  with  a 
grown-up  twist.  They  promise 
the  chance  to  experience 
something  out  of  the  ordi- 
nary: building  boats  instead 
of  backhands,  perhaps,  or 
searching  for  artifacts  in  a 
jungle  instead  of  seashells  on 
a  beach. 

Would-be  astronauts  might 
capture  a  little  bit  of  heaven 
at  the  space  camps  run  by  Al- 
abama's Space  &  Rocket  Cen- 
ter in  Huntsville  (205  837- 
3400).  'Trainees  receive  eight 
hours  of  schooling  in  space- 
flight histor\^  before  moving 
on  to  weightlessness  simula- 


tors. But  those  drills  are  ju.st 
warm-ups  for  the  main  event: 
teaming  with  19  fellow  camp- 
ers to  run  simulated  space 
missions  using  orbiter  and 
mission-control  mock-ups.  An 
outgrowth  of  the  popular 
space  weeks  for  kids,  the 
adult  weekends  begin  May  11 
and  will  run  into  the  fall.  The 
price:  $450. 

DIG  IT.  If  you  prefer  planet 
earth,  exotic  research  projects 
abound.  The  Foundation  for 
Field  Research,  based  in  Al- 
pine, Calif.  (619  445-9264), 
helps  archaeologists,  marine 
biologists,  and  other  scientists 
find  volunteers.  This  sum- 
mer's lineup  includes  studies 
of  ancient  Venetian  settle- 
ments in  Spain  and  prairie 
dogs  in  Montana. 
Volunteers  often  do  manual 


labor,  such  as  dig- 
ging at  excavation 
sites,  but  the  staff 
usually  takes  care 
of  chores  such  as 
cooking.  Accommo- 
dations run  the 
gamut  from  tents  to 
local  inns,  and  fees 
range  from  $120  for 
some  weekends  in  the  U.  S.  to 
$2,600  for  a  two-month  study 
of  the  folklore  and  supersti- 
tions of  Grenada. 

The  Massachusetts-based 
Andover  Foundation  for  Ar- 
chaeological Research  (508 
470-0840)  sponsors  similar 
projects.  This  summer  they  in- 
clude a  study  of  early  Mayan 
culture  in  Belize  and  a  search 
for  the  wreckage  of  the  "Lit- 
tle Spanish  Armada"  off  the 
nearby  coast.  Fees  average 


OING  WEST: 


A  WAGON'S-EYE 

VIEW  OF  scons 

BLUFF  NATIONAL 
MONUMENT  IN 
NEBRASKA 


a.. 


e 


$80  to  $100  pe 
For  a  more 
experience,  th( 
lands  Hist 
Program  of 
more  Falls,  M.^. 
897-2236),  h 
people  in  an 
farm  cottag(  d 
void  of  runnin  w 
ter  or  electricity.  Each 
is  assigned  the  identity 
19th-century  person, 
days  doing  farm  choreifei 
lives  on  animals  and  v  et 
bles  from  the  surroundh 
acres.  A  four-day  sf 
costs  $195. 

If  the  Old  West  tickle; 
fancy,  the  Oregon  Trail 
on  Train  in  Bayard,  Nel 
586-1850),  allows  partic  n 
to  retrace  the  route  of  u 
early  settlers.  Six  days  u 


3 


ni 


liles,  in  a  covered  wagon 
5579.  Further  south,  Wag- 
Ho  (602  230-1801)  orga- 
3  four-day,  $750  treks 
is  Arizona  that  conclude 
a  breathtaking  view  of 
Grand  Canyon.  "There's 
ys  that  anticipation  of 
;'s  around  the  bend,"  says 
!r  Ruth  Hefner. 

iKS  AND  CANOES.  If  you 

d  rather  spend  your  va- 
n  learning  a  new  skill, 
Wooden  Boat  School  in 
klin.  Me.  (207  359-4651), 
rs  one-  and  two-week 
ses  in  building  a  kayak  or 
g.  It's  $585  per  week, 
the  costs  of  raw  materi- 
•about  $150  for  a  kayak, 
ents  can  also  join  in  the 
^I's  five-year  project  of 
ing  a  28-foot  sloop. 
Iks  who  dream  of  build- 
heir  own  home  can  learn 
at  the  Heartwood  School 
^'ashington,  Mass.  (413 
677).  A  three-week  stay 

$800  plus  lodging,  and 
veek  courses  are  offered 
leh  specialties  as  timber- 
ing and  cabinetmaking. 
e  B.  Allan.  Mackie  School 
Dg  Building,  in  the  wilds 
de  Prince  George,  B.  C. 

564-5647),  teaches  the 
truction  techniques  of 

forefathers.  Sessions, 
h  run  up  to  eight  weeks. 


JoYS  OF  DOING: 
APPRENTICING  AT 
THE  WOODEN 
BOAT  SCHOOL  IN 
MAINE;  GOING 
FOR  A  SPIN  AT 
THE  SPACE  & 
ROCKET  CENTER 
IN  AUBAMA 


cost  $250  to  $300  per  week. 

Jazz  Vermont  (603  436-0776) 
lets  musicians  with  intermedi- 
ate-level skills  dust  off  their 
saxophones  and  trombones 
for  the  thrill  of  playing  in  a 
big  band.  About  40  hours  of 
instruction  in  a  country  inn 
setting  precede  a  live  concert 


for  the  public.  The  week  costs 
$1,039. 

If  you  really  want  to  take 
your  mind  off  work,  Adiron- 
dack Alpine  Adventures  of- 
fers lessons  in  rock-climbing 
near  Lake  Placid  in  Keene, 
N.  Y.  (518  576-9881).  Co-owner 
R.  L.  Stolz  boasts  that  stu- 


dents are  scaling  vertical  rock 
formations  by  the  second  day, 
and  they're  tackling  700-foot 
inclines  on  the  third.  "By  the 
end  of  the  week,  you  have 
forgotten  all  about  your  cred- 
it-card balance,"  he  says.  Adi- 
rondack limits  its  groups  to 
six  participants,  with  two  in- 
structors. Weekends  run  $189; 
five  days,  $400. 
THE  CLASSICS.  For  folks  with 
a  more  intellectual  bent, 
there's  "A  Vermont  Inquiry," 
the  brainchild  of  former  Ver- 
mont State  University  profes- 
sor Neal  Gersony  (802  672- 
3811).  Set  at  the  1,200-acre 
Hawk  Inn  &  Mountain  Resort 
in  Plymouth,  a  summer-long 
series  of  three-day  weekends 
explores  such  topics  as  "The 
Music  of  Beethoven:  The  Indi- 
vidual vs.  Society"  and  "The 
Poetry  of  Emily  Dickinson." 
Sessions  begin  June  8  for 
$395  each. 

The  possibilities  don't  end 
there.  The  Archaeological 
Fieldwork  Opportunities 
Bulletin  (617  353-9361)  lists 
more  excursions.  Other  ideas 
can  be  gleaned  from  Learn- 
ing Vacations  (Peterson's 
Guides,  $11.95),  special-inter- 
est magazines,  or  colleges. 
It's  not  hard  to  find  a  fasci- 
nating alternative  to  a  week 
at  the  beach.        Dean  Foust 


Valuables 


OM  DUSTY 
KUMENTS, 
\PER'  PROFIT 


^rowsing  through  busi- 
tnessman  Ross  Perot's 
"collection  of  rare  docu- 
iS  is  like  taking  a  random 
:  through  history.  Among 
lix  major  acquisitions  are 
)th-century  deed  to  the 
nal  city  of  Dallas,  hand- 
notes  by  Thomas  Edi- 
and  a  copy  of  the  Magna 
a,  which  Perot  picked  up 
>84  for  $1.5  million.  When 
)mes  to  manuscripts,  he 
,  "I  just  buy  what  I  like." 
ickily,  history  buffs  don't 
pockets  as  deep  as  Per- 
to  build  their  own  docu- 
t  collections.  They  can 


„//-..'''- 


LETTERS  FROM  LINCOLN,  DANIEL  BOONE 


start  with  as  little  as  $50. 

A  document's  value  de- 
pends on  who  signed  it  and  its 
significance,  condition,  and 
rarity,  says  Daniel  Weinberg, 


a  dealer  who  owns  Chi- 
cago's Abraham  Lin- 
coln Bookshop  (312  944- 
3085).  Ever  since  the 
October,  1987,  stock 
market  crash,  he  says, 
many  documents  have 
appreciated  by  more 
than  20%  a  year.  A  mili- 
tary commission  signed 
by  Abraham  Lincoln, 
for  example,  would  sell 
for  twice  the  $2,500 
paid  two  years  ago. 
ENTREES.  Signatures 
make  good  starter  in- 
vestments. A  Herbert 
Hoover  sells  for  a  mere 
$65.  Manuscripts  are 
also  often  within  reach 
of  many  collectors.  For 
$850,  you  can  lay  claim 
to  a  land  grant  signed 
by  Andrew  Jackson. 

Prices  may  be  slightly  less 
at  auction  than  through  a 
dealer.  But  dealers,  who  usu- 
ally are  listed  under  "auto- 


graphs" in  the  Yellow  Pages, 
offer  lifetime  guarantees  of 
authenticity.  This  is  important 
because  forgeries  are  not  un- 
common— remember  the  Hit- 
ler diaries? 

Neophyte  collectors  can 
ground  themselves  in  one  of 
Charles  Hamilton's  books  on 
collecting.  George  Sanders' 
The  Price  Guide  to  Auto- 
graphs also  deals  with  any 
handwritten  text. 

You  might  also  join  a  major 
collectors'  group:  Universal 
Autograph  Collectors  Club 
(P.  0.  Box  6181,  Washington, 
D.  C.  20044)  or  The  Manu- 
script Society  (350  North  Ni- 
agara St.,  Burbank,  Calif. 
91505).  They  don't  appraise  or 
authenticate  documents.  But 
they  do  sponsor  shows  where 
dealers  sell  manuscripts,  giv- 
ing collectors  another  means 
for  turning  their  interest  in 
the  past  into  a  profitable  pas- 
time. Lois  TTierrien 
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Personal  Business 


Pets 


A  CORAL  REEF 
IN  YOUR 
LIVING  ROOM 


If  Earth  Day  has  you  han- 
kering to  create  an  envi- 
ronment of  your  own,  you 
might  start  with  an  aquarium. 
The  new  saltwater  breed 
boasts  advanced-filtration  and 
lighting  technologies  that  al- 
low you  to  have  your  own 
miniature  coral  reef.  "The 
fascination  is  that  you  build 
an  ecosystem,"  says  Yves 
Hentic,  a  Manhattan-based 
private  investor  who  keeps  an 
assortment  of  mollusks,  reef 
fish,  and  anemones  in  his  170- 
gallon  tank. 

Until  a  few  years  ago,  it 
was  virtually  impossible  for 
amateurs  to  maintain  the  pris- 
tine water  quality  required  by 
corals  and  other  reef  life.  But 
high-tech  marine  tanks  now 
deliver  the  water  purity  nec- 
essary to  keep  dazzling  tropi- 
cal fish,  crustaceans,  neon-col- 
ored corals,  and  other  exotic 
life-forms  alive. 


THROUGH  A  GLASS,  COLORFULLY:  SALTWATER  TANKS  GO  HIGH-TECH 


A  150-gallon  setup  with  a 
sophisticated  trickle  filter  can 
be  had  for  $3,000  from  World 
Class  Aquarium  (718  258- 
0653),  a  Brooklyn  (N.  Y.)  store 
that  installs  custom  tanks  na- 
tionwide. This  system  purifies 
water  by  dripping  it  through 
a  stack  of  plastic  cubes  laden 
with  bacteria  that  metabolize 
organic  debris.  The  special 


lighting  needed  to  deliver 
enough  brightness  for  coral 
adds  another  $900.  A  540-gal- 
lon  system,  big  enough  for  a 
small  lemon  shark,  might  eas- 
ily run  to  $15,000. 

That's  not  including  fish, 
which  range  from  $3  damsels 
to  $500  Red  Sea  specimens 
such  as  purple  tangs.  Corals 
cost  $30  to  $100,  depending  on 


size.  Because  some  mariiia 
imals,  particularly  certaiikp 
cies  of  coral,  are  endanj^e 
the  government  strictly  l}g , 
lates  imports.  [ 

While  marine  aquariurft  i 
quire  more  care  than  a 
ful  of  guppies,  "you 
liave  to  be  a  chemist"  tc, 
ceed,  says  Allan  Roth, 
rine  biologist  and  co-owr 
World  Class. 
MIX  IT  UP.  You  do  have  i» 
patient,  though.  It  take 
least  two  months  for  ;i 
tank  to  get  broken  in  b\ 
pensive,  hardy  fish  su' 
damsels.  Food  and  w| 
from  these  fish  nurture 
gen-eating  bacteria  simi| 
those  in  a  compost  heap 
little  critters  break  dow| 
ammonia  and  nitrites  ir 
waste  that  are  deadly  t^ 
rine  life-forms.  If  you  pi 
lot  of  expensive  fish  ii 
beginning,  "you're  just  t| 
ing  your  money  away,' 
Roth's     partner,  R| 
Sakowitz,  an  aquarium| 
expert. 

You  also  need  to  cl 
fish  carefully.  Most  are  I 
cious  and  territorial.  Mixl 
angels  with  moray  eelsp 
all  you've  done  is  bougli 
eels  lunch.  Stanln; 
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|he  roaring  stock  mar- 
ket of  the  Eighties 
kept  investors  hooked 
on  the  thrills  of  takeover 
plays.  But  in  today's  nervous 
market,  a  more  sedate  ap- 
proach is  gaining  favor:  in- 
vesting for  dividends.  Inves- 
tors can  discover  quality 
stocks  that  beat  the  3.5% 
yield  of  the  Standard  & 
Poor's  500-stock  index  and 
that  have  good  potential  for 
dividend  increases  to  boot. 

If  steady  income  is  all 
you're  after,  there's  no  need 
to  bother  with  stocks.  Why 
not  just  buy  Treasury 
bonds,  v/hich  are  yield- 
ing around  9%?  With 
stocks,  "there's  the 
potential  for  higher 
future  income  auii  for 
capit;il  gains,  so  the 
total  return  will  be  far 
superior  to  bonds," 
says  Geraldine  Weiss, 
editor  of  Inve.  ment 
Quality  Trends:.  :\  La 


Smart  Money 

DIVIDENDS:  HIGH  IS  GOOD, 
ROOM  TO  GROW  IS  EVEN  BETTER 


Jolla  (Calif.)  newsletter  that 
tracks  dividend  yields.  And 
while  Treasury  rates  are 
fixed,  rising  dividends  help 
you  keep  pace  with  inflation. 

Pfizer  is  a  good  example. 
Those  who  bought  the  drug 
stock  in  1980,  when  it  yielded 
around  4%,  realized  a  15%  re- 


HIGH-RISING 
DIVIDEND  PLAYS 


Yield* 

10-year 
dividend 
growth 

'  ANKERS  TRUST 

6.5% 

184.0% 

fu  'STOL-MYERS  SQUIBB 

4.0 

430.0 

PnZER 

4.2 

243.0 

SECURITY  PACIFIC 

6.9 

195.5 

turn  on  their  original  outlay 
because  of  increased  divi- 
dends. Weiss  notes  that 
Pfizer's  dividend  grew  243%- 
over  the  past  decade,  and  its 
stock  price  grew  275%-.  Other 
stocks  she  considers  under- 
valued, with  potential  for 
dividend  growth:  Bristol-My- 
ers Squibb,  yielding 
4%,  Bankers  trust,  at 
6.5%,  and  Security  Pa- 
cific, at  6.9%. 

To  find  candidates 
for  the  Franklin  Ris- 
ing Dividends  Fund, 
its  president,  William 
Lippman,  checks  for 
undervalued  compa- 
nies that  have  raised 
the  dividend  in  eight 


'As  of  Apr.  24 


DATA;  INVESTMENT  QUALITY  TRENDS 


of  the  past  10  years,  I 
total  of  at  least  100'- 
picks  pay  out  no  more 
65%  of  earnings  in  dividu 
He  likes  Wilmington  Trit 
regional  bank  stock  yiei 
3.8%,  which  trades  more 
four  points  below  the  S.v 
erage  price-earnings  rat 
14.65.  The  bank  has  r 
its  dividend  every  yea 
nine  years,  for  a  totii 
crease  of  311%. 

Utility  stocks  contini 
sport  the  highest  yields 
"when  you  buy  the  hi} 
dividend,  you  may  sacftf 
the  growth  of  the  divide 
says  Lippman.  Two  ut 
that  Eric  Ryback,  mai 
of  the  Lindner  Divi 
Fund,  says  have  potent 
i-aise  dividends  are  B; 
Hydro-Electric,  at  7.99' 
Atmos  Energy,  in  Dalh 
6.6%.  Some  troubled  ut 
yield  double  that — but 
their  dividends  are  at  ri 
being  cut.     Suzanne  H'. 


HE  POWER  THAT  APPLE  GIVES  AN  INDIVIDUAL^ 

MicroAge 

iXPANDS  TO  YOUR  ENTIRE  COMPANY. 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  conneaion.  It  gives  you  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  conneaivity  is  the 
key  Getting  everybody  and  everything 
—  everything  —  working  together  to 
increase  efficiency  and  produaivity. 


Macintosh®  IIx 


EXPANDING 
YOUR  POWER  TO 
BE  THE  BEST. 


MICROAGE  MAKES  IT  EASY 

MicroAge  becomes  your  complete 
microcomputer  business  partner:  con- 
sultation, needs  analysis,  planning  and 
designing,  networking,  integrating  differ- 
ent computer  systems,  training,  service 
and  continuing  consultation.  With 
MicroAge,  you  become  a  valued  client 
rather  than  a  one-time  customer. 


NATIONAL  CAPABILITIES 
WITH  LOCAL  CONNECTIONS 

With  a  network  of  more  than  500  loca- 
tions, MicroAge  offers  local  access  to  our 
extensive  national  capabilities.  Founded 
in  1976,  MicroAge  was  the  first 
computer  dealer  organization  to  develop 
and  implement  a  true  solutions  selling 
approach.  Nobody  can  answer  your 
microcomputer  business  needs  better 
than  MicroAge  and  Apple. 

CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want  to 
help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  Apple  authorized  MicroAge 
or  MicroAge  Affiliate  location  nearest 
you,  call  1-800-876-1530. 


Autliorized  Dealer 


A1icro>4ge' 


&  MicroAge  Affiliate  Locations 


©  1990  MCCI.  MicroAge  is  a  registered  trademarlf  of  IVlicroAge  Computer  Centers,  Inc.  MicroAge  is  an  iniernationai  sales  organization  of  independently 
owned  and  operated  franchises  and  company-owned  centers.  Apple,  tiie  Apple  logo  and  Macintosfi  are  registered  trademarks  of  Apple  Computer,  Inc. 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


BUSINESSWEEK 
MARKET-PUCE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 


Computers 


^Emerson= 

286  AT  COMPUTER  WITH 
VGA  MONITOR  AND 
SOFTWARE 


•  100%  IBM  compatible 

•  80286  microprocessor  12  MHz 

•  One  3- 1 12"  1  44  MB  floppy  drive 

•  One  5- 1  /4"  1  22  MB  floppy  drive 

•  40  MB  hard  drive  (IDE  hard  drive) 

•  1  MB  RAM  on  motherboard 
expandable  to  4  MB 

•  14"  VGA  41  do!  pitch  high 
resolution  color  monitor, 
256  colors 

•  VGA  color  card 

•  Four  16-bit  expansion  slots  open 

•  Two  RS232  serial  ports 

•  AT  compatible- 

•  One  parallel  port. 

•  One  mouse  port 

•  One  half  height  drive  cavity 
enclosed 

•  80287  math  co  processor  socket 

•  180  watt  switchable  power  supply 

•  1  Year  Parts  Warranty! 

•  120  Day  Servicing  Warranty! 

•  Factory  New!  Factory  Perfect! 
Software  includes: 

•  MS-DOS  3  31   •  Turbo  Pascal  5  0, 

•  GW  BASIC 


A  special  arrangement  brings  you 
these  Emerson  computers  and  VGA 
monitors  at  HUGE  SAVINGS! 


Mfr  Sugg  Retail 
$3,350.00 


DAMARK  PRICE: 


$149999 

Item  No  B-2046- 139964 
Insured  Ship/Hand  $40  00 


FOR  FASTEST 
SERVICE  CALL 
TOLL  FREE 

1-800-729-9000 


DAMARK  INTERNATIONAL.  INC 

6707  Shingle  Creek  Parkway 
Minneapolis,  r^N  55430 
Cuslomer  Sen/ice  ■  612  566  4940 

Please  rush  me  Emerson 

Computer(s)  @  $1499  99  each 
plus  $40  00  s'h  each 
Item  No  B-2046- 139964 
MN  res.  add  6%  sales  lax. 

Name  

Address   

City.Slale.Zip  


□  Check/MO  □  VISA 
□  Master  Card  □  Discover 


Executive  Gifts 


Recorded 

Books 


Listen  to  unabridged 

bestsellers,  histories, 
mysteries  &  more  as 
you  drive  to  work. 
Call  now  for  a  free 
catalog  of  450  titles: 
1(800)638-1304 
Ask  about  quick 
easy  30-day 
rentals  by  mail 
Recorded  Book 
Box  409 
Charlotte  Hall 
MD  20622 


Health/Fitness 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 
office  chair 
reclines! 


53  Jefbey  Ak..  Dept.  BW-26.  Hollitton.  MA  0174« 
In  MA  50M29-S940 


Tuic...  The  Leading  Edge  In  Treadmill 
Technology 


770 


PROGRAMMABLE 
TRAINER 


Working  out  on  a  TRUE 
PROGRAMMABl  ETRAINER  in  the 
comfort  of  your  own  home  or  office  means 
you'll  work  out  more  consistently  and  be 
more  likely  to  adhere  to  your  aerobic 
program  despite  weather  condilions, 


CALLNOW  FOR  A 
DEALER  NEAR  YOU 
(800)426-6570 
TRUE  FITNESS 
TECHNOLOGY,  INC 
865  HOFFRD 
OFALLON.MO 
63366 
AND START 
BURNING  MORE 
CALORIES' 


Executive  Gifts 


FOR  YOUR  DESK  AND  YOUR  HEALTH 

Two  brilliant  golden  color  metal  balls  resting  on  a  laquer  finished  solid  wed 
stand  is  perfect  for  your  desk.  Yet,  the  Chinese  S3y  that  rotating  these  mal  — 
balls  in  the  palm  of  your  hand  will  reduce  stress  and  bring  on  a  senseif 
relaxation.  A  blank  brass  plaque  is  included  for  engraving  names  or  mk- 
sages.  GREAT  FOR  GIFTS!  To  order,  use  Visa  or  Mastercard  and  call  I! 
free  1  -800-432-1 989,  or  send  check  or  money  order  for  $29.99  plus  $1 .50 
postage  and  handling  to:  VPT,  Inc  ,  3422  W.  Hammer  Lane,  Suite  J-1 
Stockton,  California  95209 


Business  Services 


^  \ 

ItVIPORTANT  TIME  SAVED  purchasing  ' 
by  ptione  is  lost  again  trying  to  autho- 
rize payment  on  forgotten  charges 
Eliminate  hassles  &  save  time  with 
ChargeSafe — remembers  all  charge 
details  for  you  Easy,  Quick  Guaran- 
teed $10  ChargeSafe,  PO  Box  3792. 
Dept  #BWA,  Ivlililani,  Hawaii  96789 


Financial  Sen/ices 


UNLIMITED  CORPORATE 
FINANCING  AVAIU^LE 


Competitive   Rates   and  Terms 

Debt  re- structuring.  Merger.  Ex  pension, 
Acquisition,  Retire  Debt,  Cut  Debt  Ser 
/ice.  Leasing.  Chapter  7  or  11.  Wespec- 
alize  In  mid-market  co.  porations 
Professional    Referrals  Invited 


Corporate  Financial  Resources, 

400     Beverly  Dr.,  Suite  214, 

Beverly  Hills.  CA  90212 

Ph.  1-eOO-USA-lDAY    FX  1-617-337-1640 


INCORPORATING? 


Kl" 

It's  easy  in  Delaware  or  any 
state  with  our  fast,  reliable.  .: 
inexpensive  service.  For  free 
information  call  toll  free 
(800)441-4303.  or  write: 

CORPORATE  AGENTSJ 

Department  WS,  Box  12ff 
Wilmington,  DE  19899 


CAJ 


Business  Services 


FOR  THE  BEST  IN  CORPORATl 

CANDIDS 
CALL  TOLL  FREE:  1-800-666-405 
•  Corporate  Gatherings 
'  P/R  Events 
•  Trade  .Associations 
•  Conventions 
Robert  Knowles/ 
Knofvles  Photographic  Services 
525  Ellendale  Avenue/ 
Rye  Brook/NV  10573 


IT  PAYS  TO  ADVERTISE  IN  THE  BUSINESS  WEE^ 

MARKET-PLACE 

The  Business  Week  Market-Place  Section  is  a 
special  advertising  feature  appearing  in  the  first 
issue  of  each  month.  The  Market-Place 
provides  an  ideal  'Showcase'  for  advertisers 
who  have  products  or  services  that  appeal  to 
Business  Week's  more  than  6.2  million  respon- 
sive readers. 

For  rates  and  information  mail  the  coupon 
below,  or  call  (312)  337-3090  or  FAX  (312)  337- 
5633. 


MAIL  COUPON  TODAY 


i 


BUSINESS  WEEK  MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 

Name  


Company. 
Address  — 


City. 


State . 


Zip. 


Phone. 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mARKnrL/iCE 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Business  Opportunities 


INCORPORATE  IN  DELAWARE 

$225  for  Complete 
Incorporation 

WHiniNGTON  &  AULGUR,  Law 

Offices.  For  free  information 
Write  P.O.  Box  5550, 
Wilm  .,  DE 19808  or  Call 
1-800-441-9459 


lew  1990  FRANCHISE 
ual  Directory. 

I  describes  over  5,600  Franchisors  969 
listings  Includes  Handbook  section 
;erning  what  you  should  know  before 
iring  Franchise  agreement  (Our  21st 
r)  344  pages  $34  95  +  S5  00  postage  & 
Jling  Ivloney  back  guarantee  INFO 
NCHISE  NEWS  728  B  Center  Street, 
iston.NY  14092 


Business  Services 

illei  Proof  Cars"  Offered  to  corpo- 
executives.  government  officials  by 
cutive  Armoring  Corporation,  4836 
rlwind.  San  Antonio.  Texas  7821 7  or  call 
>)  654-3905 


Financial  Services 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Peiiormance 
Ratings  of  all  NYSE 
stocks  stiow  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9>  ^ 
-  including  sotiie  very  | 
famous  names  — 
wtiicti  I  believe  could 
"takea  batti."  I'll  rusti  MADTiwTVA/cir 
you  ttie  Performance  MARTIN ZWEIG 
Ratings  ($39  value)  as  a  bonus  witti 
your  subscription  to  The  Zweig  Fore- 
cast. Time  is  crucial. 

Ttiree-Montti  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext.  9024. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY.  11710 

Computers/Office  Equipment 


IliTmflRYmflCi 


NDUSTRIESINC 


Our  14th  year  of  DISCOUNTS 
Tandy*  Computers 
Radio  Shack^  Products 
Toll  Free  800  231-3680 
2251 1  Katy  Fwy  Kaly  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Business  Opportunities 


THE  ULTIMATE  BUSINESS 

\$5000  TEL-AD  hotel  display  will  return  you  $50,000  -I-  by  offering  advertisers  full  color 
Ids  for  $1  37/day  complete  with  a  "FREE  TELEPHONE  LINE"  to  advertisers  A  single 
elephone  line  gives  you  100  additional  lines '  at  no  extra  charges  $35  OO/mo  operating 
;osts  No  franchise  fees.  No  Employees,  No  Overheads,  No  Competition  250/875% 
101,  Protected  Terntories  ACT  NOWi  Free  Color  brochure  or  $25  00  for  VHS  VIDEO 
FEL-AD,  #205-b,  8475  Ontario  St  .  Vancouver,  B  C  ,  Canada  V5X  3E8  (604)  327-9300 


Financial  Services 


rank  Cappiello's  Closed-End  Fund  Digest 


I  Model  Porttolio 

isults 

lal.  \29%  

oreign  lOlK 


rowth 


si  performance  is  no 
aranise  ol  future  results. 


Your  best  source  on  Closed-End  Funds 

•  Management  inten/iews  •Complete  charts 

•  Model  portfolios    •  Trader's  fiotline 

3-month  trial,  $60,  includes  encyclopedic 
Complete  Guide  to  dosed-End  Furids 

1  -year,  $200,  also  includes  institutional 
report  on  global  investing 


800  Garden  St.,  Suite  G-1,  Santa  Barbara,  CA  93101  •  (805)  962-0943 


Business  Opportunities 


JOIN  THE  FITNESS 
CRAZE... 


$ There's  no  doubt  about  it.  Amenca  has  | 
gone  health  crazy,  and  you  can  be  a 

Spart  oi  it  by  selling  advertisements  that  J 
appear  on  tfie  hotiesl  health  and  / 
fitness  product  on  the  market  Our  i 

$Step-tn-Tlme,  interactive,  lolally  r 
automatic,  computerized  Fitness 

$ Evaluation  Machine  is  in  greal  demand  by 
'Rtness  Center$*Malls*Stores- 
•HospltalS'Schools-Dociors'Hotels- 

$Give  It  to  these  facilities  FREE  by  simply  filling  ^ 
in  8  illuminated  panels  with  ads  from  local  y 

$ businesses  We  nave  over  i  ,000  locations  . 
waiting  for  ^eir  fitness  machine  along  wilhC 
a  listol  local  advertisers  ^ 


n  I  he  las  I  est  growing  market  In  the  90'' 


Be  yout  own  boas       ■  Sel  your  own  hours 
No  sian  up  lees         •  No  llnanclal  risk 
Huge  IrKome  polential  ■  Sales  kll  supplied 
Also  earn  BIG  money  selling  the  ads  In  the 
form  ol  wallel-slied,  color  business  cards 


Join  our  team  of  successful 
dealers  today! 


BODYLOG,  INC.. 


800-233-291  KotjtsMJei 
9l4-273-64e0ilnsn5eN 


$$$$$$$$$$$$$$$$$$$$$$$ 


Computers/Office  Equipment 


Wine  Cellars 


WiNECELLARS-  USA 

18  Models  -  We  won't  he  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cos/ 


VisalMCIAmExJDiscover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

Not  Htindnmdt' 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Class  Door 

749 

659 

FurVault  holds  about 

8  Furs  $3495 

$  1895  1 

Only 

$2  85 

1m. Ilk' 
700 


Custom  Cellars  &  Racking  Systems  -  Call  For  Caralog 

134  W  131ST  St.  Los  Angeles  •  800/777/VlNO  (777-8466)  or  in  CA  213/719-9500 


Corporate  Gifts 


Ambassador  Lapel  Flags'^ 

24K  gold-plated,  lull  colors 
Elegant  and  Exclusive 
For  worldwide  business,  marketing,  fashion 
Any  single  Hag.  2-Ilag,  and  customized  logo 
lapel  Mags  (shown)  Many  standard  logo  panels 
are  in  slock,  or  send  your  own  preferred  design 
Delivery:  14  working  days  *  2-3  days  shipping 

TlvIE  Co  .  1  f7  Park  Lane  Road 
Suile  101.  New  lulillord,  CT  06776  USA 
(2031  354-0686»Tx  271478»Fax  (203)  354-2786 


FLOWERS 
THE  PERFECT  GIFT 


•  LOVED  ONE 

•  MOTHER 

•  BIRTHDAY 

•  THANK  YOU 

•  NEW  ARRIVAL 

•  ANNIVERSARY 

•  CONGRATULATIONS 

•  GOOD  LUCK 

•  GET  WELL 
GUARANTEED  FRESH.  BEAUTIFUL, 
PERSONALIZED  ENCLOSURE  CARD, 

OVERNIGHT  DELIVERY,  24  HOUR  SERVICE 

[ATI  m 
m  M\ 


1-800-458-AVIS-Oper.  B 


AVIS  FLOWERS  WORLDWIDE,  INC 


RENTALS 


Also  Available: 

•  Macintosh  •  IBM  PS/2 

•  Compaq    •  Laser  Printers 

•  Laptops    •  Portables 

And  a  host  of  other  peripherals! 


Next  Day  Delivery 
Anywhere  in  the  U.S.  A. 


Call  Toll-Free 


Computer  Rental]  800-765-4727 


Corporate  Gifts 


Corporate 

(150  pc  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 

Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807  •  U.S.A. 
DepL  BW  (20.?)  869  5006 


EMBROIDERED 
CAPS  fROU^ 
S395 

IMPRINTED 
CAPS  FROM 
$250 


IMAGE 
BUILDERS 

/ 


EMBROIDERED  POLO 
SHIRTS  FROM 
$1495 


t^lN  OTY,  144 

FREE  PROMOTIONAL  GIFT  CATALOG 
800-792-2277 
IN  CA  800-826-8585 

FAX  (415)  786-1111 

The  Corporate  Choice-' 

Poml  F.den  Way  •  Haywarcl,  CA  94545 


FREE  INFORMATION 
FOR  READERS  OF 

Ekisines^eek 


The  advertisers  listed  here  are  making  information  available 
with  their  compliments.  For  type  of  information,  see 
categories  below.  To  obtain  information,  see  adjoining  page. 


ANNUAL  REPORTS 

1.  BP 

FINANCIAL  PRODUCTS 
AND  SERVICES 

2.  CIGNA  Corporation 

3.  Delta  Dental  Plans 

4.  Kemper  National 
Insurance  Companies 

5.  Wausau  Insurance 
Companies 

PRODUCTS/SERVICES 

6.  Aaron  Rents,  Inc. 

7.  American  Gas 
Association 

8.  Amoco  Chemical 
Company/Environment 

9.  Anritsu  Corporation 

10.  CANON  LASER 
CLASS  FAX 

11.  CANON  NAVIGATOR 

12.  Dale  Carnegi- & 
Associates,  lac. 


13. 

Eastman  Kodak  Copy 

Products 

14. 

Hewlett-Packard 

Peripherals 

15. 

Hewlett-Packard 

Workstation 

16. 

Hotel  Lotte 

17. 

Japan  Airlines 

18. 

Jeep  ®  Cherokee  Limited 

19. 

Konica  Business 

Machines  U.S.A.,  Inc. 

20. 

Lufthansa  German 

Airlines 

21. 

MCI  Communications 

Corporation 

22. 

Mobil  Oil  Corporation 

23. 

NCR  Personal  Computer 

Division 

24. 

NEC  America 

25. 

Navistar 

26. 

Nikko  Hotels  Int'l/Hotel 

Royal  Taipei 

27.  OKILASER  400 

28.  Peninsula  Group 

29.  Primavera  Systems 
Incorporated 

30.  Schott  Corporation 

31.  ServiceMaster 

32.  Siemens  Corporation 

33.  Subaru  of  America 

34.  SwissAir 

35.  TNTSkypak 

36.  TOURISME  QUEBEC 

37.  Unisys  I 

38.  Varco-Pruden  Metal 
Buildings 

39.  Yellow  Freight  Svstems, 
Inc. 

AREA  DEVELOPMENT  j 

40.  Iowa  Department  of 
Economic  Development 

41.  Michigan  Department 
Economic  Development 

42.  State  of  Delaware 
Department  of  Economic 
Development 


lex  to  Companies 

dex  gives  the  starting  page  for  a  story  or  fea- 
th  a  significant  reference  to  a  company.  Most 

1 

Philips  40 

lams  116 

IBM  56,  120,  138 

Placid  Oil  44 
Playtex  35 

aries  are  indexed 

under  their  own  names. 

Imperial  Savings  &  Loan  35 

Polaroid  56 

snies  listed  only  in  tables  are  not  included. 

PPn,  Inf-Ji  ictrifkc  dfl 
r  1  iMuusiricrb 

Computacenter  110 

Intel  48 

Prime  Computer  130 

Coors  145 

Consolidated  Stores  39 

Investcorp  110 

Procter  &  Gamble  114 

m  Airlines  38 

Continental  Airlines  38 

Isetan  48 

o 

w 

in  Continental  35 

Corning  114 

1 
J 

Ouaker  Oats  44 

Crestor  Bonk  120 

Jaguar  52,  54 

R 

in  Cyanamid  114 
in  Express  126 

CS  Holdings  12/ 

K 

Radio  Shack  40 

u 

Kentucky  Fried  Chicken  41 

Ralston  Purino  116 

tn  General  132 
epartment 

Daimler  Benz  54 
Dellwood  Foods  1 10 

Kidder  Peabody  44 
K  mart  39 

Renault  52 
Riviana  Foods  116 

39 

Digital  Equipment  138 

KPMG  Peat  Marwick  56 

s 

Drexel  Burnham 

Saab  52 

Ji  Assurances  132 

Lambert  33,  36,  126 

L 

Saint-Gobain  44 

E 

Lin  Broadcasting  56 

Saks  Fifth  Avenue  110 

Eastern  38 

Lincoln  Savings  &  Loan  35 

Son  Jacinto  Savings  & 
Loan  35 

Seoly  127 

Credit  &  Commerce 
tional  35 

Electronic  Data  Systems  38 

Lindal  Cedar  Homes  48 

s  New  York  48 

Elf-Aquitaine  48 
Entergy  56 

Lotus  Development  138 
M 

Sears,  Roebuck  127 
Shearson  Lehman 

ustries  132 
h  120 

Evereody  Battery  39 
Exxon  6 

Hutton  130 
Shell  48 

Monufacturers  Hanover 
Trust  132 

-Trojan  110 

F 

Maschinenfabrik 
Augsburg-Nurnberg  125 

Mazda  52 

McCaw  Cellular  56 

Shenandoah  Life  120 
Shulton  114 

Decker  48 
ster  145 

Fiat  52 

First  Boston  127,  130 
First  Executive  35,  126 

Sky  Chefs  120 
Snamprogetti  49 
Societe  Nouvelle 

gdale's  110 

First  National  Bank  127 

Medtronic  48 

Chaumet  110 

2 

Fletcher  Challenge  136 

Merck  120 

Standard  &  Poor's 
Compustot  Services  56 

.5 

FlightSofety  56 

Microsoft  138 

Sumitomo  Bonk  130 

Ford  6,  52,  54,  56,  130 

Mobil  120 

1 

G 

Morgan  Stanley  120 

Tektronix  122 

General  Cinema  110 

Murphy  (G.C.)  39 

Texas  Air  38 

1  Service  110 

Georgia  Gulf  130 

mm 
M 

Tiffany  110 

Time  Warner  56^120 

Georgia-Pacific  136 

NCR  138 

ar  48 

Gibbons  Green  von 
Amerongen  127 

Neiman-Marcus  110 

Tobu  Store  110 
lorcnmorK  lox 

heropies  42 

Gibraltar  Savings  35 

Nissan  48 

Toyota  48 

Savings  35 

GM  6,52,54 

Nomura  Securities  44 

V 

2 

Goldman  Sachs  130 

Northwest  Airlines  56 

Unilever  114 

lanhottan  110 

Goodyear  48 

Norton  44 

Union  Camp  136 

48 

Groupe  Bull  138 

o 

Union  Carbide  120 
Unisys  48,  138 

aft  136 

GTM-Entreprose  48 

Ohio  Casualty  126 

Guccio  Gucci  110 

Ohio  Mattress  127 
P 

V 

6  52  56  170 

H 

Volkswagen  52 

ti  Milacron  44 
41 

Palmolive  114 

Handy  Associates  56 
Heolthdyne  136 

Volvo  52,54 

Paramount  56,  136 

W 

Heublein  41 
Hewlett-Packard  48 

Peebles  110 

Pennsylvonio 
Engineering  35 

PepsiCo  41 

Vv'al-Mart  39 
Walt  Disney  56 

e  110 

a  Sovings  & 

Home  Nutritional 
Services  136 

Wang  48 

z 

15 

Honda  48 

Peugeot  52,54 

Zayre's  39 

SELLING  A  BUSINESS? 

That's  our  business!  Our  firm  has  an  out- 
standing record  of  success  in  arranging  all- 
cash  salesof  public  and  private  companies 
for  prices  representing  high  multiples  of 
earnings  and  very  large  premiums  over 
book  value.  Examples  include: 

■  The  sale  of  a  company  with  $22  million  sales 
to  a  $300  million  company  for  $14  million 
cash.  Ttie  price  represented  a  Tiultiple  of  13 
limes  net  earnings  and  2  5  times  book  value 

■  The  sale  of  a  company  with  $10  million  sales 
to  a  $1  billion  company  tor  $24  million  cash 
The  price  represented  a  multiple  of  14  5 
times  net  earnings  and  8  times  book  value 

■  The  sale  of  a  company  for  which  the  owners 
and  their  brokers  failed  for  six  months  to  find 
a  buyer  willing  to  pay  $12.5  million.  We  were 
then  brought  in  and  in  40  days  produced  a 
buyer  who  paid  $14.9  million  cash. 

We  are  well  known  tor  using 
techniques  wtticti  minimize  disclosures 
of  a  seller's  identity  and  enable 
a  sale  to  be  pursued  with  great 
conlidentiality  and  discretion. 

We  invite  your  inquiry  if  you  are  consid- 
ering selling  your  business  or  divesting 
a  subsidiary  or  division  earning  profits 
of  $1  million  to  $20  million  before  taxes. 

Manhattan  Venture  Company 

Incorporated 
Mergers  •  Acquisitions  •  Divestitures 

Maurice  Pfursich,  President 
(212)  688  4445 

340  East  57th  Street,  New  York,  NY  10022 


HGHT 

HEiurr 

DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
.Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  ^ 
of  the  worst  diseases  of 
our  time. 


)meA 
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ITS  LONELY 
AT  THE  BOTTOM 


^  $14.00 
oi/ernftp  '  ^ 


$15.50 


RUSH 


TO  AODB£^" 


When  it  comes  to  you  r  ^ 
bottom  line,  no  one  can 
top  Express  MaiP  service. 

Just  $8.75  for  an  8 
ounce  letter  Guaranteed* 
morning  delivery 
between  major  markets. 
Saturday  service  at  no  extra 
charge.  With  more  drop-off 
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$8.75 


points  than  all  our  coni|I 
petitors  combined. 
And  now,  we've 
improved  our  service  ever 
more.  With  morning 
delivery  to  more  markets  thai 
ever  before. 

Express  Mail  service 
from  your  post  office. 


THE  LOWEST  PRICE.  GUARANTEED  NEXT  MORNING  DELIVER\6 

^EXPRESS  MAIL  We  Deliver.  956^ 


UNITED  STATES  POSTAL  SERVICE 

'Sumv.  reslnclions  apply  Check  with  your  local  post  oflice  lor     iils  Published  rale  comparisons  April,  1990  ©  1990  USPS 
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vestment  Figures  of  the  Wee 


ENTARY 

of  unease  and  melancholy 
inancial  markets.  The  Dow 
idustrial  average  sank  66 
with  the  biggest  decline  on 
!.  The  23-point  fall  on  that 
3s  caused  by  fears  of  high- 
est rates.  On  Apr.  25,  two- 
easury  notes  were  auc 
at  an  annual  yield  of 
the  highest  in  a  year.  The 
ose  sharply  against  the 
1  mark  following  word  that 
'man  monetary  union 
illcw  easy  exchange  of 
srman  currency. 


52-week  change 

+  8.2% 


Apr.  19-25 


1-week  change 
-2.6% 


BONDS 

Apr.        Oct.        Apr.      Apr.  19-25 


Shcorson  Lehman 
Treasury  Index 


52-week  change 
-0.7% 


1290  no 


1  -week  change 
-1.1% 


IHE  DOLLAR 

Apr.        Oct.        Apr.      Apr.  19-25 


1236  14 
■  1230  W 


j.  P.  Morgan 
Index 


52-week  change 
+  0.2% 


1-week  change 

0.0% 


RKET  ANAIYSIS 


%  change 

TOCKS 

latest 

Week 

52-week 

ONES  INDUSTRIALS 

2666.4 

-2.4 

1 1.6 

MPANIES  (Russell  1000) 

173.1 

-2.6 

6.7 

COMPANIES  (Russel'  2000) 

160.0 

-0.9 

-2.2 

MPANIES  (Russell  3000) 

184.6 

-2.5 

6.0 

%  change  (icKal  currency) 

5N  STOCKS 

Latest 

Week 

52-week 

N  (FINANCIAL  TIMES  100) 

2143.1 

-2.8 

2.4 

(NIKKEI  INDEX) 

29,564.4 

1.1 

-11.6 

ro  (TSE  COMPOSITE) 

3343.2 

-3.8 

-6.6 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

8.1% 

8.1  % 

8.8% 

30-YEAR  TREASURY  BOND  YIELD 

9.0% 

8.8% 

9.0% 

S&P  500  DIVIDEND  YIELD 

3.5% 

3.4% 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

15.0 

14.8 

12.0 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  overage 
Stocks  above  26-week  moving  overage 
Speculotive  sentiment;  Put/ call  ratio 
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WEEK  LEADERS 


%  change 
4-week  52-week 
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BRIDGE  INFORMATION  SYSTEMS  INC. 

%  change 
4-week         52-week  Price 


\L  AND  GLASS  CONTAINERS 

7.5 

14.6 

CROWN  CORK  &  SEAL 

1 1.8 

17.4 

581/8 

UFAaURED  HOUSING 

5.4 

-8.8 

FLEETWOOD  ENTERPRISES 

6.8 

-3.3 

25y2 

ceo 

4.3 

24.3 

PHILIP  MORRIS 

5.7 

32.7 

41V8 

DRINKS 

3.5 

41.0 

PEPSICO 

4.0 

39.4 
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ITAL  MANAGEMENT 

2.9 

11.7 
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8.1 

-21.4 

233/8 

WEEK  LAGGARDS 

%  change 
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Weakest  stock  In  group 

% 

4-week 

change 

52-week 

Price 

PUTER  SOFTWARE  AND  SERVICES 
ESTATE  INVESTMENT  TRUSTS 
&PAPER  PUBLISHING 


IRE  TIME 


-13.1 


1.3 


ORACLE  SYSTEMS 


-35.5 


9.5 


-11.1 


-29.4 


MONY  REAL  ESTATE  INVESTORS 


-39.3 


-48  5 


-10.9 


-17.9 


TIMES  MIRROR 


-15.5 


-22.3 


-9.3 


-13.5 


ARMCO 


-25.0 


-31.8 


HANDLEMAN 


-25.3 


-32.1 


15% 


4V4 


291/4 


85/8 
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MORNINGSTAR  INC 


RS 

ek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

RILL  LYNCH  EUROFUND  A 
CONTINENTAL  SMALL  COMPANY 
RILL  LYNCH  EUROFUND  B 

4.5 
4.5 
4.5 

STRATEGIC  INVESTMENTS 
STRATEGIC  GOLD/MINERALS 
UNITED  SERVICES  NIV/  PROSPEaOR 

-15.8 
-13.0 
-12.6 

k  total  return 

% 

52-week  total  return 

% 

CONTINENTAL  SMALL  COMPANY 
LITY  SELEa  ENERGY  SERVICE 
ER  SMALL  CAPITALIZATION 

36.1 
35.4 
33.0 

PRUDENT  SPECUUTOR  LEVERAGED 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

STEADMAN  AMERICAN  INDUSTRY 

-22.4 
-18.3 
-14.7 

S&P  500 
4-week  total  return 


Averoge  fund 
k  total  return 


ATIVE  PORTFOLIOS 


amounts 
ent  the  present 
of  $10,000 
id  one  year 
each  portfolio 

ages  indicate 
f  total  returns 


U.S.  stocks 
$10,947 

-4.15% 


LU 


Treasury  bonds 
$10,833 

-2.23% 


nil 


Money  market  fund 
$10,727 

-i-0.15% 


Gold 
$9,813 

-f  0.75% 


DATA  RESOURCES  INC, 


Foreign  stocks 
$9,189 

-1-0.73% 
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groups  include  S&P  500  companies  only;  performance  and  shore  prices  ore  as  of  market  close 


Apr.  24.  Mutual  fund  returns  are  c 
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THE  LEGACY 
OF  MIKE  MILKEN 


After  protesting  his  innocence  for  four  years,  Michael 
R.  Milken  admitted  to  a  judge  that  he  had  repeatedly 
broken  the  law  and  was  prepared  to  take  the  conse- 
quences. He  agreed  to  pay  $600  million  and  could  spend  as 
much  as  28  years  in  prison.  Thus  ends  an  era,  for  through 
his  own  personal  magnetism  and  his  domination  of  the  junk- 
bond  market,  Milken  embodied  for  many  the  excitement  and 
excesses  of  the  1980s. 

In  a  way,  it's  a  shame  the  Milken  case  never  came  to  trial, 
because  it  is  likely  that  without  the  details  only  a  trial  can 
yield,  we  will  probably  never  know  the  full  story  of  what 
went  on  in  the  junk-bond  market.  The  risk  now  is  that, 
without  evidence  to  the  contrary,  Milken's  villainy  will  be 
blown  out  of  proportion.  Because  he  was  central  to  so  much 
of  what  went  on  in  the  '80s,  he  is  fast  becoming  a  metaphor. 
He  is  now  being  pilloried  as  representative,  and  even  a 
cause,  of  everything  that  went  wrong  with  the  financial 
markets  in  the  decade  past:  unchecked  greed,  excess  lever- 
age, widespread  insider  trading,  the  junk-market  crash,  and 
the  savings  and  loan  debacle.  At  this  rate,  he  soon  will  be 
blamed  for  our  declining  productivity  and  competitiveness. 

Some  perspective,  please.  In  the  '80s,  the  U.  S.  enjoyed  a 
record  period  of  economic  growth  and  a  tripling  of  equity 
values.  The  wave  of  takeovers  and  restructurings,  though 
often  overdone,  invigorated  self-satisfied  managements  and 
spurred  many  companies  to  become  more  efficient  and  com- 
petitive. The  '80s  were  the  decade  of  leverage,  and  here,  too, 
there  were  excesses.  But  within  reason,  leverage  can  be 
salutary.  And,  of  course,  the  s&L  crisis  would  have  happened 
whether  or  not  anyone  ever  heard  of  a  junk  bond. 

The  truth  is  that  the  junk  bond  remains  an  extremely 
useful  way  for  small,  fledgling  companies  to  get  permanent 
access  to  the  long-term  capital  markets.  Junk  bonds  helped 
hundreds  of  companies,  including  such  successes  as  MCI  and 
McCaw,  raise  over  $100  billion.  Markets  survive  crashes,  and 
the  junk  market  is  no  exception.  Tragically,  Michael  Milken 
broke  the  law  time  and  time  again.  Part  of  his  legacy  will 
inevitably  be  another  black  mark  on  Wall  Street's  reputa- 
tion. But  he  will  also  be  remembered  as  an  important  finan- 
cial innovator. 


WHY  WE  STILL  COUNT 
ON  THE  CENSUS 


The  19M0  census  has  its  problems.  Officials  badly  under- 
estimated our  willingness  to  chuck  census  forms  in  the 
trash  along  with  the  junk  mail.  But  just  because  it  will 
take  some  exir  ■  .-ffort  to  complete  the  decennial  head  count 
is  no  reason  to  .liK-ndon  the  effort.  The  census  is  vital  to  the 
data  needs  of  both  government  and  business. 

It  has  been  claimed  that  a  statistical  sample  could  do  the 
job  equally  well  i  much  lower  cost.  Yet  the  Census 


Bureau  already  runs  the  most  extensive  and  sophistu 
sampling  operation  in  the  world,  the  monthly  Current  i , 
lation  Survey  (CPS).  While  opinion  polls,  such  as  the  busif 
WEEK/Harris  Poll,  generally  rely  on  1,500  or  fewer  res] 
es  to  sample  the  mood  of  the  nation,  the  CPS  uses  a  s;'. 
of  more  than  70,000  households.  But  for  all  the  buri 
sampling  sophistication,  the  1980  census  found  5  m  ■ 
more  people  in  the  U.  S.  than  the  CPS  estimated. 

The  need  to  gather  data  on  small  geographical  units 
even  more  important  reason  for  a  head  count.  At  best  - 
CPS  can  provide  data  on  states  and  a  handful  of  the  lai 
cities.  By  contrast,  the  census  yields  detailed  data  down  < 
few  city  blocks.  For  the  count  to  fulfill  its  constitut  ii 
mandate  of  providing  information  for  the  apportionmei 
Congress,  policymakers  need  data  at  the  level  of  vi 
precincts.  And  marketers  want  demographic  informatio 
five-digit  Zip  Code  areas. 

Employing  the  most  sophisticated  techniques  and  a 
sample,  the  CPS  might  replicate  the  data  provided  byt 
census.  But  that  sample  would  have  to  be  so  large  anct 
polling  done  so  frequently  that  any  savings  would  be 
mal.  And  without  counting  noses,  we  could  never  be 
that  even  the  most  carefully  drawn  sample  was  a  faiui 
proximation  of  the  U.  S.  population. 


U.S.  HARDLINERS  AREN'T 
HELPING  LITHUANIA 


For  50  years,  the  U.  S.  has  steadfastly  rejected  th 
gitimacy  of  Moscow's  annexation  of  Lithuania,  v 
resulted  from  Stalin's  1939  pact  with  Hitler.  Ju.^ 
steadfastly.  President  Bush  has  been  working  to  bu 
framework  of  stable,  peaceful  relations  between  Mo 
and  the  West  by  pursuing  agreements  in  such  areas  as  . 
control  and  trade — and  by  encouraging  President  Mi 
Gorbachev's  moves  toward  democracy  and  a  freer  ecoii 
These  policies  are  not  incompatible,  and  it  would 
tragedy — for  Lithuanians,  Americans,  and  Russian>- 
make  them  so.  That  would  be  the  result  if  Bush  yield* 
demands  of  congressional  hardliners  to  threaten  drasti  i 
taliation,  including  cancellation  of  next  June's  summi 
pressure  Gorbachev  on  Lithuania's  bid  to  secede.  Busl  h. 
rightly  made  it  clear  to  the  Soviet  leader  that  the  us 
armed  force  by  Moscow  in  Lithuania  would  severely  dar  .g< 


U.  S.-Soviet  relations.  Gorbachev,  for  his  part,  says  ths 
doesn't  intend  to  send  troops  to  end  the  dispute. 

That  leaves  open  the  road  to  a  negotiated  settler|tit 
Bush  and  Congress  should  urge  Vilnius  to  pursue  that 
In  theory,  Lithuania  should  be  free  to  secede  unconditi 
ly.  But  in  political  reality,  Lithuanians  are  more  like 
achieve  their  goal  and  avoid  stirring  a  dangerous  natioi 
tic  backlash  among  Russians  by  accepting  the  terms  ofJ 
by  the  Soviet  Parliament  for  a  five-year  transition  to 
pendence.  These  include  settlement  of  economic  clairr 
process  likely  to  involve  hard-nosed  bargaining.  But  to  (  ioj 
stability  as  well  as  independence,  Lithuania  needs  to 
out  such  a  political  settlement  with  its  giant  neighbor.  Ejn^ 
so  will  strengthen  broader  East-West  detente,  as  well 
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The  multinational  of  the  1970s 
is  obsolete.  Global  companies 
must  be  more  than  just  a  bunch 
of  overseas  subsidiaries  that 
execute  decisions  made  at  head- 
quarters. Instead,  a  new  type  of 
company  is  evolving.  It  does  re- 
search wherever 
necessary,  devel- 
ops products 
in  several  coun- 
tries, promotes 
key  executives 


0T0t>6 


regardless  of  nationality,  and 
even  has  shareholders  on  three 
continents.  As  world  markets 
consolidate  further,  the  trend 
will  accelerate.  And  that  will 
raise  some  critical  questions 
about  sovereignty,  national 

interest,  and 
potential  con- 
flicts between 
companies 
and  their  own 
governments. 
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It's  been  some  time  since  the  last  new  318  made  its  way  to  our  siiores.  Bl 
apparently  old  loves  die  hard:  We  now  present  the  BMW318is.This,howeve, « 
is  anything  but  an  innocent  drive  dovm  memory  lane.  Our  engineers  insish{|> 
on  over  30%  more  horsepower,  with  four  valves  per  cylinder.  They  made  th( 
five-speed  stick  mandatory.  Then  added  front  and  rear  spoilers,  cross-spob 


UHI C  UUC 

I  I  I  I  ~ 

i  I 

y  ¥fheels  and  a  suspension  worthy  off  a  true  sports jMice  all  BMWs 
le  90s,  the  318is  comes  standard  with  antilock  brakes  and  a  driver's  airbag. 
If  then.  All  motor  enthusiasts  kindly  report  to  a  nearby  BMWdealer  ffor 
st  drive.  (Just  call  800-334-4BMWffor  locations  or  more  infformation.)  jj 
I  be  prepared  ffor  some  serious  exhilaration.THE  ULTIMATE  driving  machine.^^ 


TbBeThe 
Everything  Needs  T( 


For  as  long  as 
the  Department  of 
,  ,  Transportation 
^     has  been  keep- 
ing records,  one 
airline  has  done  the 
best  job  of  getting 
you  where  you're 
going  on  time: 
American  Airlines, 
the  On-time  Macliine! 
And  while  we're  proud 
of  our  on-time  record, 
we're  prouder  still  of  what  it  says 
about  American  Airlines. 


in  top  condition.  Which  is  why 
American's  maintenance  is  anything 
but  routine.  It's  exacting,  Uncom- 
promising. 

In  fact,  for  every  hoii 
in  the  air,  an  American 
Airlines  plane 


BEING  ON  TIME 
MEANS  BEING  METICULOUS 
IN  EVERY  DETML. 
Obviously  for  an  airline  to 
be  on  time,  its  planes  have  to  be 


receives  eleven  man-hoiib 
maintenance.  By  skillful  It 
chanics  whose  training  and  expe|:i' 
are  unsurpassed  in  the  industry 


YOU  CANT  BE  ON  TIME 
IF  BAGGAGE  LAGS  BEHINI 

An  on-time  airline  demands  ai  c, 
time  baggage  system.  So  Americ|^l^^ 
keeps  coming  up  with  ideas  to  nal 


ime  Machine, 
LimUke  Clockwork 


WE  PUT  OUR  PASSENGERS 
ABOVE ALL 

While  an  on- 
time  arrival  is 
what  travelers 
say  they  want 
most  from  an  air- 
line, we  know  it's 
not  the  only  thing. 
Which  is  why  at 
American  Airlines, 
you'll  find  courteous 
and  at- 


tentive service 
every  step  of  the  way 

Because  it's  not  enough 
just  to  get  you  where  you're 
going  on  time.  We  want  to 
be  sure  you  enjoy  the  trip. 

*D.O.T.  cumulative  percentages  of  nonstop  domestic 
flights  arriving  within  15  minutes  of  sciiedule  for  all  re- 
ported airpons,  for  the  seven  largest  airlines  (domestic 
revenue  passenger  miles)  since  September  1987. 


■  ^000000.00) 


gage  handling  more  precise, 
ether  it's  something  as  advanced 
dectronic  scanning  for  accurate 
ting,  or  as  simple  as  double- 
^ing  bags  on  connecting  flights. 

At  American  Airlines,  we  under- 
id  the  importance  of  efficient 
gage  handling.  Because  arriving 
time  at  your  destination  doesn't 
an  anything  if  your  bags  don't. 


AmericanAirlines 
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PRODUaiON 

Change  from  last  week:  -0.1% 
Change  from  lost  year:  1.0% 


LEADING 

Chonge  from  last  week:  —0.3% 
Change  from  last  year:  3.2% 


1967—100.  Foor-week  moving  average 
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A) 


The  production  index  was  little  changed  for  the  week  ended  Apr.  21.  The  index 
has  been  relatively  flat  since  early  March,  suggesting  little  rebound  in  the  industrial 
sector.  On  a  seosonolly  adjusted  basis,  output  of  trucks,  outos,  coal,  crude-oil 
refining,  steel,  lumber,  paper,  poperboard,  and  electric  power  was  down.  Rail-freight 
traffic  increased  moderately.  Before  calculation  of  the  four-week  moving  average, 
the  index  declined  slightly,  to  177.6  from  177.9  in  the  previous  week. 

BW  production  index  copyright  1990  by  McGraw-Hill  Inc 


The  leodinci  index  declined  for  the  week  ended  Apr.  21.  Higher  bond  yielc 
lower  stock  prices,  and  slower  growth  rates  for  real  estote  loans  and  M2 
contributed  to  the  negative  reading  for  the  economy.  On  the  plus  side  was  a  drop  a 
the  number  of  business  failures  and  o  smaller  declme  in  materials  prices.  Befo 
calculation  of  the  tour-week  moving  average,  the  index  fell  sharply  to  214.4, 
lowest  level  in  10  weeks,  from  215.2  in  the  previous  week. 

Leading  index  copyright  1990  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ° 
ago 

'o  change 
year  ago 

STEEL  (4/28)  thous.  of  net  tons 

1,929 

1,954# 

-5.6 

AUTOS  (4/28)  units 

138,619 

1 12,429r# 

-14.9 

TRUCKS  (4/28)  units 

90,172 

70,197r# 

2.6 

ELEQRIC  POWER  (4/28)  millions  of  kilowatt-hours 

51,670 

50,178# 

2.1 

CRUDE-OIL  REFINING  (4/28)  thous.  of  bbl./day 

12,980 

13,281  # 

-0.7 

COAL  (4/21)  thous.  of  net  tons 

20,01 9  # 

20,745 

4.5 

PAPERBOARD  (4/21)  thous.  of  tons 

739.9  # 

755.4r 

-1.0 

PAPER  (4/21)  thous.  of  tons 

744.0  # 

764.0r 

1.9 

LUMBER  (4/21)  millions  of  ft. 

521.6# 

491.5 

1 1.8 

RAIL  FREIGHT  (4/21)  billions  of  ton-miles 

20.3  # 

19.8 

1.0 

Sources;  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

rOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/2) 

158 

159 

132 

GERMAN  MARK  (5/2) 

1.68 

1.69 

1.90 

BRITISH  POUND  (5/2) 

1.64 

1.63 

1.68 

FRENCH  FRANC  (5/2) 

5.65 

5.65 

6.40 

CANADIAN  DOLLAR  (5/2) 

1.17 

1.16 

1.18 

SWISS  FRANC  (5/2) 

1.46 

1.47 

1.69 

MEXICAN  PESO  (5/2)^ 

2,805 

2,801 

2,424 

Sources:  Mojor  New  York  banks.  Currencies  expressed  m  units  per  U 
British  pound  expressed  in  dollars. 

S.  dollar,  except  for 

PRICES 

Latest 
week 

Week  ' 
ago 

ft  Change 
year  ago 

GOLD  (5/2)  $/troy  oz. 

369.600 

371.450 

-2.4 

STEEL  SCRAP  (5/1)  #  1  heavy,  $/lon 

111.50 

109.00 

-5.5 

FOODSTUFFS  (4/30)  index,  1967=  100 

226.4 

228.1 

1.1 

COPPER  (4/28)  «./lb. 

130.1 

123.6 

-10.0 

ALUMINUM  (4/28)  y/lb. 

73.8 

71.8 

-26.2 

WHEAT  (4/28)  it  2  hard,  $/bu. 

4.1 1 

4.15 

-9.3 

COTTON  U/28)  strict  low  middling  1-1/16  in.,  c/lb. 

72.56 

70.69 

20.3 

LEADING  INDICATORS 


Latest 

Week 

%Ch4 

week 

ago 

yeai| 

STOCK  PRICES  (4/27)  S&P  500 

331.09 

340.67 

CORPORATE  BOND  YIELD,  Aaa  (4/27) 

9.59% 

9.45% 

INDUSTRIAL  MATERIALS  PRICES  (4/27) 

103.6 

103.8 

BUSINESS  FAILURES  (4/20) 

232 

294 

REAL  ESTATE  LOANS  (4/18)  billions 


$365.5 


$365.5 


MONEY  SUPPLY,  M2  (4/16)  billions 


$3,279.1  $3,282.0r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (4/1 4)  thous 


348 


371 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dl 
Brodstreet  (failures  of  large  companies}.  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seJ 
ally  adjusts  data  on  business  failures  and  real  estate  loons. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 


Month 
ago 


CONSTR.  SPENDING  (Mar.)  annual  rote,  billions  $432.5  $438.6 
PERSONAL  INCOME  (Mar.)  annual  rote,  billions      $4,670.1  $4,634.3 


MANUFAQURERS'  INVENTORIES  (Mar )  billions 


$371.9 


$373.2 


12  LEADING  INDICATORS  COMPOSITE  (Mar.)  index    1 45.2 


143.9 


Sources:  Census  Bureau,  Commerce  Dept. 


MONETARY  INDICATORS 


Latest 
week 


Week 
ago 


MONEY  SUPPLY,  Ml  (4/16) 


$810.4 


$806.0r 


BANKS'  BUSINESS  LOANS  (4/18) 


326.2 


323.9r 


FREE  RESERVES  (4/ 18) 


478r 


874r 


NONFINANCIAl  COMMERCIAL  PAPER  (4/18) 


151.2 


146.5r 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  ore  express«j|or 
G  two-week  period  in  millions). 


MONEY  MARKET  RATES 


Sources:  London  Wed.  finol  sotting,  Chicago  mkt..  Commodity  Research  Bureou,  Meloh 
Week,  Kansas  Ciiy  mkt.,  Memphi'  mkt. 


#  Row  data  in  the  production  indicators  are  seasonally 
1  =  NVestern  Wood  Products  Assn.        2  =  Southern  Fc 


Latest 
week 

Week 
ago 

FEDERAL  FUNDS  (5/1) 

8.11% 

8.21  % 

9. 

PRIME  (5/2) 

10.00 

10.00 

11. 

COMMERCIAL  PAPER  3-MONTH  (5/1) 

8.43 

8.34 

9. 

r 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/2) 

8.61 

8.53 

9- 

EURODOLLAR  3-MONTH  (4/25) 

8.55 

8.40 

9. 

Sources:  Federal  Reserve  Board,  First  Boston 
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Statue  of  Liberty,  New  York 

Credit  Suisse's  success  is  rooted  in  the  free-enterprise 
traditions  of  one  of  the  world's  longest-established 
democracies.  Swiss  stability,  security  and  reliability  are 
the  essential  qualities  that  underpin  our  AAA  rating. 
And  we  connbine  these  qualities  with  a  dynamic  global 


ternational 


presence.  Credit  Suisse,  in  partnership  with  CS  First 
Boston  Inc.,  is  one  of  the  world's  leading  international 
financial  services  groups.  Full-service  banking 
backed  by  solid  Swiss  tradition  -  it's  a  combination 
that's  hard  to  beat. 


We  do  more  to  keep  you     m  at  the  top. 


CS  New  York 
1940^ 


50th  anniversary 


Head  Office :  Zuricfi/Switzerland  Represented  in  all  maior  international  financial  centres.  In  ttie  USA  and  Canada :  New  York  •  Los  Angeles  ■  Atlanta  ■  Calgary  •  Criicago  Houston  ■  fuliami  tvlontreal  • 

San  Francisco  ■  Toronto  -  Vancouver 


Intergraph  Lets  You  See  The 
Forest  And  The  Trees 

A  good  strategy  is  to  have  one.  products  in  the  world.  And  pieced 

Especially  when  it  comes  to  manag-  them  into  a  total  picture,  from  the 

ing  your  technical  environment.  But  ground  up.  For  computer-aided 

too  many  companies  see  the  trees  and  design  and  manufacturing,  mapping, 

lose  sight  of  the  forest.  They  miss  the  architectural  engineering,  land-use 


big  picture,  so 
they  miss  big 
opportunities. 

That's  why 
it's  important  to 
think  globally 
and  act  locally. 
To  know  which 
way  the  winds 


planning,  elec- 
tronic publish- 
ing, and 
mechanical 
engineering. 
Products  for 
industry,  gov- 
ernment and 
municipalities. 


of  technological  change  are  blowing^  __Prodticts  for  hundreds  of  the  largest 
To  think  ahead  so  you  can  stay  ahead,   corporations  and  government  agen- 
How  do  we  know?  Because  for       cies  in  the  world. 


20  years  we've  managed  our  own 
technological  forest.  We've  intro- 
duced the  most  advanced  interactive 
graphics  workstations  and  software 


We're  Intergraph.  And  we'll  help 
you  see  the  big  picture.  Call  us  today 
toll  free  at  1-800-826-3515.  You'll 
see  the  difference. 


INTERGRAPH 
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SHOULD  WE  FIX  IT— 

OR  LET  CONGRESS  BE  CONGRESS? 

In  reference  to  your  excellent  and  time- 
ly article  ("Congress,"  Cover  Storj-, 
Apr.  16),  you  omitted  what  may  be  the 
most  effective  way  to  a  remedy. 

The  American  voter  should  adopt  the 
principle  "no  incumbents."  In  other 
words,  "vote  the  rascals  out."  Yes,  we'd 
lose  some  dedicated  people,  but  after 
only  a  few  elections,  the 
candidates  would  soon 
get  the  message  that  the 
American  people  have 
had  enough. 

A.  H.  Kraig 
Palm  Beach.  Fla. 


4^ 


states  by  an  organization  entitled  Am 
cans  to  Limit  Congressional  Terms. 

It  is  my  belief  that  any  govemme: 
entir\"  that  does  not  change  leaders, 
regularly  will  no  longer  be  creative 
responsive  toward  its  constituents.  1 
power  and  control  that  go  with  senici 
in  Congress  make  one  question  whei 
we  are  a  democracy.  Seniority"  bn  _ 
pork-ban-el  politics  and  far  too  rra 
other  perks. 

John  T  : 

 1       State  RepreseiiU 

  Sioux  Fall.-.  .~ 


Political  action  com- 
mittees began  as  a 
vehicle  for  reform,  and 
they  can  be  restored  to 
that  purpose.  Simply  re 
:  ;ire  them,  as  a  condi- 
' .  ill  of  their  e.xistence,  to 
contribute  at  least  40'?'^ 
of  their  money  to  chal- 
lengers. By  this  one  change,  paCs  would 
revitalize  challenges  rather  than  discour- 
age them,  as  they  do  today.  And  P.A.CS 
might  save  themselves  from  anti-PAC  re 
formers  bent  on  throwing  the  baby  out 
with  the  bathwater. 

Donald  Frankenfeld 
Rapid  City.  S.  D. 

It  seems  that  ever\-  faction  in  America 
has  a  lobbying  group  or  PAC  that  rep- 
resents its  individual  interests — except 
the  many  hardworking  middle-class  tax- 
;yers  who  field  the  burden  of  the  tax 
luad  to  pay  for  this  charade  we  call  The 
Government.  You  deserve  the  highest 
gratitude  from  the  many  of  us  who  com- 
plain helplessly  to  our  friends  about  the 
ver\"  ailments  that  you  enumerated. 

Richard  S.  Dinovo 
Delaware,  Ohio 

Lne  of  the  solutions  that  I'm  con- 
vinced would  help  even  more  than 
many  of  the  things  you  expressed  would 
be  limited  terms  of  office  for  both  U.  S. 
senators  and  representatives.  This  is 
now   being  promoted   in   the  various 
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lost  meanin: 
reform    would  i 
greater  accountabilit 
taxpayers  received  i: 
surcharge  for  tht-  i 
sion  of  Panama  '!■ 
S&L  bailout,  hke  i!..  , 
for    the  catasTr. 
health  care  plan.  .'^ 
the  incumbents  wr..'j; 
on  the  unemplov!: 
line  instead  of 
halls  of  Congre?.- 
Robert  B.  Ad-:.- 
Fort  Collin-,  < 


our  solutions  to  the  impotenc  (' 
Congress  address  the  apparen  t 
fects,  not  the  causes.  The  cause  o^ 
impotence  is  the  older  generation  v 
holding  power.  The  solution  is  to  li 
effective  political  power  ti  -  "'■  -  ' 
boomer  generation  as  S(X)n  a  -  ,   -  . 
nothing  short  of  that  will  resoiveti 
leadership  issue. 

As  a  result  of  the  failure  of  th-  , 
boomers  to  seek  political  power  ir.  , 
and  the  unwillingness  of  the  ruling  p: 
eration  to  part  with  its  power,  Amki 
continues  down  a  path  of  social,  ecojr 
ic.  and  political  decline. 

Michael  F.  Ml 
At 


jur  government  is  separated 
three  branches.  It  is  also  split; 
national  and  local  levels.  Clearly,  th| 
tent  was  not  to  make  a  smooth-mo 
well-oiled  government,  capable  of 
ing  legislation  with  little  time  or  e; 
Any  dictator  or  king  could  do  that 
Rather,  the  idea  was,  and  continu 
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to  make  action  far  more  difficult 
1  inaction.  Too  often  have  sweeping 
)rms  slid  into  the  realm  of  sweeping 
ression. 

ongress  is  fine  as  it  is.  It  does  not 
d  to  be  changed.  More  than  ever  be- 
!,  Congress  lives  up  to  the  time-prov- 
ideal  of  slow  progress.  I  could  ask 
e  more  in  return  for  my  tax  dollar 
vote. 

Jonathon  S.  Keats 
San  Francisco 

real  improvement  of  our  congressio- 
al  system  is  to  occur,  we  must  cor- 
,  not  only  how  members  get  to  Con- 
5S  but  how  they  are  organized  once 
I  get  here. 

,s  U.  S.  senators,  we  believe  it  is  cru- 
in  "fixing  Congress"  to  make  each 
nber  and  every  committee  clearly  re- 
fisible  for  decisions  to  act  or  to  delay, 
,dd  to  the  budget  deficit  or  ignore  it. 
V,  both  power  and  accountability  are 
in  a  maze  of  competing  jurisdictional 
ms  and  redundant  procedures.  Every- 
,  and  yet  no  one,  is  to  blame  for  the 
cit  that  corrodes  every  aspect  of  our 
lomic  and  political  life. 
1  May,  1989,  we  introduced  a  proce- 
al  reform  bill  that  would  replace  the 
*ent  Budget  Committee  with  a  new 
idership"  committee.  Its  members — 


CORRECTIONS  &  CLARIFICATIONS 

In  response  to  a  letter  from  Calvin  L. 
Rader,  chief  executive  of  worldspan 
(Readers  Report,  May  7),  we  printed  an 
editor's  note  that  erred.  CEO  Rader  did 
not  say  worldspan  plans  to  offer  its 
service  directly  to  corporate  travel  de- 
partments. We  apologize  for  misrepre- 
senting his  views. 

"No  money  machine  can  run  this  fast 
forever"  (Finance,  Apr.  30)  erroneously 
stated  that  General  Electric  Financial 
Services  Inc.  owns  and  operates  the 
credit-card  business  of  Filene's.  It 
owns  the  credit-card  operations  of  Fi- 
lene's Basement  Inc. 

"JMB  Realty:  A  Midas  touch  in  a  mushy 
market"  (Finance,  Apr.  16)  stated  that 
JMB  owns  and  operates  Faneuil  Hall 
Marketplace  in  Boston.  The  project  is 
owned  by  both  JMB  and  Rouse  Co.,  and 
is  operated  by  a  subsidiary  of  Rouse. 


the  chairmen  and  senior  minority  mem- 
bers of  each  legislative  committee — 
would  draft  a  federal  budget  and  en- 
force it  through  their  committees. 

Our  bill  would  also  combine  in  new 
"legislative"  committees  the  program 


and  funding  decisions  that  are  now  split 
between  the  congressional  authorizing 
and  appropriating  committees.  We 
would  reassign  certain  legislative  pro- 
grams to  eliminate  the  overlapping  and 
fragmented  division  of  labor  that  now 
prevails.  Our  new  Social  Policy  Commit- 
tee would,  for  instance,  weigh  new  food, 
housing,  medical,  and  social  programs 
against  the  array  of  such  programs  that 
are  now  distributed  among  four  Senate 
committees. 

As  written,  our  bill  applies  to  the  Sen- 
ate, but  we  believe  it  is  a  sound  model 
for  Congress  as  a  whole.  The  magnitude 
of  change  that  we  seek  may  seem  politi- 
cally impossible  to  those  in  the  halls  of 
Congress.  But  so,  we  suggest,  is  con- 
tinuing congressional  business  as  usual. 
Nancy  Landon  Kassebaum  (R-Kan.) 

Thomas  A.  Daschle  (D-S.  D.) 
Christopher  J.  Dodd  (D-Conn.) 

Daniel  K.  Inouye  (D-Hawaii) 
John  McCain  (R-Ariz.) 
Richard  G.  Lugar  (R-Ind.) 

The  public's  lack  of  interest  in  and 
respect  for  Congress  is  at  least  par- 
tially the  result  of  the  enormous  same- 
ness in  the  makeup  of  this  body. 

The  lack  of  turnover  in  the  House,  and 
to  a  lesser  extent  the  Senate,  has  meant 
a  Congress  with  very  few  women  or  mi- 
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riters  said  they  would  recommend  Canon  to  others.  No  other  office  typewriter  company  can 
that  claim.  That's  why  Canon  belongs  in  your  circle  of  consideration. 

Canon  Custom  Series  typewriters  are  sturdy  and  reliable,  with  superb  electronic 
•es  that  make  corrections  and  text  editing  a  snap.  Plus,  they're  exceptionally 
And  Canon  provides  a  comprehensive  service  and  support  system, 
1  network  of  over  700  fully  trained  dealers. 

So  before  you  make  up  your  mind  about  which  office 
writers  to  buy  think  again.  Think  Canon. 

After  all,  you  want  to  be  sure  you're  taking  your  best  shot, 
lore  information,  call  1-800-453-1900.  Or  check  the  yellow 
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Welcome  to  the  luxurious 
BelAge  Hotel  de  Grande  Classe 
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Daily  rates  from  $235. 
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ADVICE  AND  DISSENT 

They're  contentious  and  contagious.  They're 
ihc  McLaughlin  Group,  (clockwise  from  left)  |ack 
Cieritiond,  Kleanor  Glif  t,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  pos.sible  by  a  grant  from  GE. 

THE  Mclaughlin  groit 

(^heck  your  local  listing  for  station  and  time. 


We  bring  good  things  to  life. 


norities.  Many  Americans  cannot  rett< 
to  a  government  that  has  so  few  of  tlfci 
gender  or  ethnic  background  as  partijr: 
in  the  leadership  process.  i 
George  A.  D^i 
Southport,  Ccjr 

i 

low  you  could  put  together  a  ^ 
Itique  of  Congress  and  how  it  wcf: 
without  a  single  reference  to  the  lacl 
initiatives  or  support  from  the  Wb 
House  in  the  shaping  of  needed  leg| 
tion,  passes  all  understanding. 

David  H.  S| 
Kennebunk, 

We  get  what  we  deserve.  Apd 
has  permeated  every  layer  of  I 
society.  We  don't  even  know  our  ne| 
bors,  let  alone  our  representatives, 
haps  the  situation  has  to  get  worse! 
us  to  act.  Members  of  Congress  dof 
have  the  best  interests  of  our  countrjii 
mind.  Their  decisions,  for  the  most  " 
are  dictated  by  powerful  paCs. 

Roman  G.  Gol 
SchautnburgJ 

■ would  like  to  protest  your  misus^c 
my  comment  in  the  article  about  (1) 
gress.  I  spoke  with  your  reporter  ab; 
my  experiences  during  a  two-montHi 
ternship  on  the  Hill.  But  her  descrij 
of  my  observations  is  very  surprisi 
I  said  that  my  first  experience 
was  that  your  Congress  is  a  very 
institution,  with  thousands  of  staf: 
But  I  think  that  this  huge  bureauc: 
may  be  needed  and  useful  to  mem' 
of  Congress  because  it  is  very  impo 
that  each  of  them  has  his  indepen< 
source  of  information. 

Maybe  the  most  visible  featun 
American  life  is  competition.  I  see  th| 
Congress,  among  different  commr 
dealing  with  similar  issues.  I  rea 
BUSINESS  WEEK  only  that  I  concll 
"Congress  is  a  huge  bureaucracy." 

I  said  that  it  would  be  impossibll 
transfer  your  political  system  or  Col 
tution  to  Poland  because  of  different] 
litical  traditions.  But  we  in  Waia 
would  like  to  have  some  similar  insti 
tions.  I  read  in  BUSINESS  WEEK  ^1 
something  that  suggests  my  strong  '|t 
cism  of  the  organization  of  Congresl; 

No  institution  is  without  disadki 
tages.  But  we  who  are  organizingx 
born  democracies  in  Eastern  Europeg 
learn  from  your  political  institutionitf; 

Marian  Lei 
Washini): 


hi 


Letters  to  the  Editor  should  be  sent  to  Rete  lU 
Report,  Business  Week,  1221  Avenue  of  the  '<9-[|j, 
cas,  Uevj  York,  N  Y.  10020.  Fax:  (212)  512-te"'''lll  I 
Telex:  12-7960,  Intl.  4998204.  All  letters  mL.'ff'^|^„ 
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phone  numbers.  We  reserve  the  right  to  edit  ite^fjjQ^ 
for  clarity  and  space. 
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1IACH  VDUR  CHIlDmi  ID  SAVE. 
'  ORIEACHTHMAHHSIGNUNGUAGE. 

Don't  think  for  a  moment  that  erage  American,  only  4.4%  .  It's  no  toward  a  better  future  for  all  of  us 

we're  criticizing  foreign  investors,  wonder  other  countries  can  easily  and  provide  financial  security  for 

Quite  the  opposite,  in  fact.  afford  to  buy  property  right  here  in  you  and  your  children. 

In  1988,  the  average  Japanese  the  United  States.  The  good  news  Otherwise,  America  will  con- 
citizen  reportedly  saved  15.2%  of  is,  you  can  do  something  to  help  re-  tinue  to  be  the  land  of  opportunity, 
his  disposable  income.  The  average  verse  this  trend.  By  saving  rf\  ^  For  everyone  but 
West  German,  12.6%.  And  the  av-  more,  you  can  contribute    -lMrI\jyiVl.o  Americans. 

*Partially  owned.  Dreyfus  Service  Corporation  isthedislribulorof  a  family  of  mutual  funds. 


To  get  your  business,  is  one  of  these  long 


Let  the  teleeommunieations  hu)vr  beware. 

The  long  distanee  company  on  the  left 
would  like  yon  t(  ^  believe  they  always  save  you  lots 
of  mone\: 

Bur  did  you  know  if  you  compare  their 
business  plan  loKl&rPRO'''  WATS, our  business 
disccuint  calling  plan,y()u'll  see  y(Xi  can  get  AT&T 
ciualii  y  lor  prices  that  are  extremely  competitive. 

For  example,  if  these  two  art  galleries  made 
calls !  ff  )m  Chicago  to  Minneapolis  at  3  RM., 
AT&T/ A  '  .'  WATS  '  vould  cost  69*^  for  a  3  minute  call. 
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MCI  and  PI    M  PIX'    -re  trademarks  of  MCI  Cor'munications  Corporation. 
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And  MCI®  PRISM  PLUS^"^  would  cost  68i  One  per 
difference.  Nowhere  near  the  savings  MCI  clain 

And  if  you're  not  using  AT&T /TO  WATS,  yoloyoi 
giving  up  AT&T  Card  calling  discounts  on  ever 
direct-dialed  out-of  state  call.  And  the  fastest  Cc 
set-up  time  of  any  major  long  distance  compan 

What's  more,  now  that  we've  lowered  our 
price,  PROWKYS  is  even  a  better  deal  for  any  bi 
ness  that  spends  from  $50  to  15,000  a  month  on 
long  distance. 

In  addition,  PROWATS  automatically givej 


:e  companies  giving  you  the  business? 


larger  discounts  as  your  usage  goes  up.  So  you 
t  have  to  switch  plans  as  your  volume  increases, 
you  get  international  discounts  to  47countries. 
On  top  of  that, you  get  free  call  detail  reports. 
[  KY&rPROWKTS  works  off  your  existing  lines, 
special  lines.  No  installation.  No  special 
ipment. 

And  you  can't  get  a  better  deal  than  that. 

AliST  PRO  WATS. 
Another  AliST  advantage. 

For  more  information,  call  1 800  222-0400. 


AT&T 

The  right  choice. 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                   Standard  Oil  (ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

11                                Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 

1  7 

in 

27 
millioii 
Americans 
can't  read. 
And  guess 
who  pays 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back  .  by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 
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THE  POPULATION  EXPLOSION 

By  Paul  R.  Ehrlich  and  Anne  H.  Ehrlich 

OlillUll   O    OOl  lUoltrl     •     O^UfJfJ     •     4>  \0.z!0 

FAvINU  THE  rALUlUT 

OF  THE  POPULATIOH  RO 

MR 

ore  than  20  years  ago,  Paul  R. 
Ehrlich  tossed  The  Population 
\Bomb  into  readers'  laps,  secur- 
ing his  reputation  as  a  doomsayer  ex- 
traordinaire. The  book  painted  an  apoca- 
lyptic picture  of  food  shortages,  mass 
starvation,  disease,  war,  even  disruptive 
climate  changes — all,  he  warned,  the 
perils  of  unchecked  human  reproduction. 
The  book  became  a  bestseller,  catapult- 
ing the  Stanford  University  professor  to 
celebrity  status,  and  it  helped  shape  the 
U.  S.  debate  on  population  planning  in 
the  1970s. 

Now,  Ehrlich  is  back  with  The  Popu- 
lation Explosion,  written  with  his  wife, 
Anne,  a  Stanford  research 
associate.  The  message  once 
again  is  that  humanity  is 
breeding  itself  into  a  crisis. 
The  Ehrlichs  note  that  The 
Population  Bomb,  pub- 
lished in  1968,  warned  only 
of  impending  disaster. 
"Then,  the  fuse  was  burn- 
ing; now,  the  population 
bomb  has  detonated,"  they 
write.  The  couple  notes  that 
since  1968,  global  population 
has  climbed  to  5.3  billion 
from  3.5  billion.  And  in  that 
period,  more  than  200  mil- 
lion people,  mostly  children, 
have  died  of  hunger  and  the 
diseases  that  it  brings. 

The  Population  Explo- 
sion goes  beyond  the  earlier 
book,  reflecting  today's 
more  advanced  understand- 
ing of  the  impact  of  too 
many  people  on  the  earth's 
fragile  ecology.  In  the  Ehrlichs'  view, 
overpopulation  is  the  world's  No.  1  envi- 
ronmental problem.  All  other  ecological 
ills  are  merely  symptoms.  Marshaling  a 
wide  range  of  facts  and  the  latest  scien- 
tific research,  the  authors  contend  that 
overpopulation  is  behind  such  hazards  as 
hunger,  acid  rain,  smog,  global  warm- 
ing, deforestation,  and  the  destruction  of 
species.  Unless  human  numbers  stabilize 
and  even  decline,  they  warn,  environ- 
mental degradation  will  accelerate. 

Civilization  endures  at  present,  the 
Ehrlichs  say,  by  squandering  a  onetime 
bonanza  of  natural  capital:  fossil  fuels, 
topsoil,  ground  water,  forests,  and  other 
species.  Recent  research  by  Paul  Ehrlich 


indicates  that  human  beings — ^just  c  -i 
species  among  millions — directly  and 
directly  appropriate  30%  of  the  ener 
available  to  support  life  on  earth — a  c 
proportionate  share  for  1  of  30  mill: 
species.  That's  why  natural  ecosyste 
are  being  degraded. 

Population  figures  don't  tell  the  wh' 
story,  the  authors  say.  Industrialized 
tions  are  the  most  destructive,  beca 
they  consume  more  resources  and  ge 
ate  more  waste.  The  Ehrlichs  estim; 
that  an  American's  impact  on  the  e 
ronment  is  35  times  as  great  as  an  I 
an's.  But  the  threat  from  poor  nati^ 
will  grow  as  their  economies  develop 


Although  marred  by  leaden  writi 
The  Population  Explosion  is  a  terrj  """" 
primer  on  environmental  hazards.  V^^^^' 
Ehrlichs  explain  the  whole  range — gPW2crc 
al  warming,  acid  rain,  deforestatioij  Tfie^ 
concisely  and  clearly,  incorporating  psStar; 
latest  scientific  evidence.  The  book  altteisfij 
summarizes  such  hotly  debated  topics|f^ 
"sustainable  development" — the  i(j* 
that  nations  can  devise  economies  t 
can  prosper  without  destroying 
sources — and  how  conventional  econ< 
ic  thinking  contributes  to  environmei 
destruction. 

But  the  solutions  they  proffer  ''istructi 
weak.  They  call  for  halting  populal 
growth   through   contraception,  pu 


Tties 


Itsadi 
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EVERY  LINE  HASAREASON, 
MOSTOFTHEMHAVE 
TODOWITHYOUL 


You  might  have  thought  that  the 
eechcraft  Starship  was  a  deliberate 
tempt  to  attract  attention. 

Nothing  could  be  farther  from 
le  truth,  though  it  certainly  does 
-aw  a  crowd. 

The  revolutionary  design,  which 
ves  Starship  its  unmistakable  silhou- 
tte,  is  classically  stable.  Handling 
id  maneuverability  are  in  a  class 
/  themselves. 

The  same  design  also  creates 
ss  aerodynamic  drag,  so  you  get  a 
ill  measure  of  turboprop  efficiency. 

Its  advanced  graphite  composite 
Dnstruction  is  so  strong  that 


Starship  has  no  fuselage  or  wing 
life  limit,  as  most  airplanes  do.  The 
surface  is  smooth  as  glass  for 
improved  aerodynamic  efficiency. 

Starship  is  roomy.  The  double- 
club  interior  seats  8  passengers  in 
leather-clad  executive  chairs.  There 
are  no  side-facing  couches  or  vanity 
seats  with  seat  belts.  You'd  have  to 
buy  a  medium-size  jet  costing 
almost  twice  as  much  to  get  a  cabin 
as  big  and  comfortable. 

Beechcraft  Library. 

Beechcraft  has  the  answers  to  all 
your  questions  about  business  aviation. 

A  Raytheon  Company 


□  How  to  Justify  an  Airplane 

□  Leasing  and 

□  How  to  Choose 

Financing 

an  Airplane 

□  Tax  Benefits  of 

□  When  to  Trade 

Aircraft  Ownership 

Your  Airplane 

□  Videotape  and 

□  Warranty  Information 

Printed  Brochures 

Only  Beechcraft  makes  jets, 
turboprops  and  the  forward-wing 
Starship.  So  we  can  make  a  completely 
objective  recommendation  that  fits 
your  specific  needs.  For  information 
and  any  of  the  materials  listed  above, 
call  1-800-835-7767  Ext.  7153. 

Beechcraft.  Where  new  Ideas  take  flight. 


Over  the  last  half  century.  Jaguar  has  introduced 
some  tiaily  remarkable  automobiles.  Indeed,  leg- 
endary Jaguars  such  as  the  XK120  and  XKE  helped  to 
define  the  term  "classic  motorcar."  For  1990,  we  would 
like  to  introduce  you  to  another  remarkable  Jaguar:  the 
Sovereign. 

With  its  dramatic  styling,  aerodynamic  headlights 


A 


BLENDING 


and  elegant,  regal  grille,  the  Sovereign  is  destined  t 
yet  another  Jaguar  classic. 

But  it  takes  more  than  style  to  create  a  cl 
Jaguar.  It  also  takes  substance.  Which  is  why  e 
Sovereign  is  powered  by  a  223-horsepower,  four-1 
24-valve,  six-cylinder  engine,  mated  to  an  electronic 
controlled,  four-speed  automatic  transmission  that 
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ART 


A  N 


IS  also 


rii 

courii 


"sport"  and  'normar  shift  capabilities.  The  Sover- 
is  also  equipped  with  anti-lock  disc  brakes, 
latic  ride  leveling  and  Jaguar's  renowned  four- 
1  independent  suspension. 

f  course,  no  Jaguar,  especially  one  of  such  classic 
•rtions,  would  be  complete  without  a  host  of  luxu- 
amenities.  The  Sovereign  cabin  is  fitted  with 


hand-polished,  inlaid  burl  walnut,  supple  leather,  an 
electrically  operated  sunroof  and  the  convenience  of 
computerized  climate  control. 

We  invite  you  to  test  drive  the  1990  Jaguar  Sover- 
eign. For  your  nearest  dealer,  call  1-800-4 -JAGUAR. 
Discover  the  joy  of  driving  the  car  that  is  destined  to  be 
the  next  great  Jaguar  classic. 

.  JAGUAR 


"Something's  got  to  go,  Fenton. 
You,  me  or  this  inventory— and  it's  not  going  to  be  me." 


CALL  EAL  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

EAL  -  Will  take  your  donated  material  and  use  it  to 
generate  scholarships  for  needy,  deserving 
students. 

EAL  -  Donations  could  mean  an  above  cost  tax 
deduction  -  IRS  Reg.  170(E)(3) 

EAL  -  Scholarships  are  given  in  the  donating 
corporation's  name. 

EAL  -  Leverages  your  gift  to  help  participating  colleges. 


For  More  Details 
Coll  708-690-0010 

^'diUGS»\lonal  Assistance  Ltd.su  Peler  Roskum 

ExecWive  Director 

P  O  Box  3021  •  GLEN  ELLYN,  ILLINOIS  60138 
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Italian  masters  have  always  believed  that  only 
with  a  reverence  for  detail  can  there  be  perfection. 


Eiirope's  PC  leader  introduces  the 
PCS  286  to  America.  Performance. 
Price.  And  all  the  details. 

When  it  comes  to  personal  com- 
puters, what  is  perfection? 

As  one  ot  the  world's  largest 
makers  oi  personal  computers, 
Olivetti  knows  perfection  requires 
great  attention  to  detail.  That's  why  il 
you  work  at  home,  have  a  small  busi- 
ness, or  purchase  computers  lor  a 
large  business,  we 
think  the  details 
built  into  the  PCS 
286  will  suit  you 
perfectly. 

Start  with  the 
basics.  The  MS- 
DOS'",  OS/2*- 
based  PCS  286 
comes  with  Olivetti's  exclusive  inter- 
active tutorial  —  without  a  doubt,  one 
of  the  best  in  the  industry.  So  clear,  so 
simple,  whether  novice  or  expert, 


I 


Our  interactive 
tutorial  makes 
learning  to  use  tht 
PCS  286  a  minor 
detail. 


On  a  crowded  desk, 
having  one  ofthe 
industry's  smallest 
footprints  makes  a 
bigdiflerence. 


you'll  be  up  and  running  while  others 
are  still  asking  for  help.  No  small 
detail. 

And  after  the 
basics,  it  gets  even 
better.  Just  con- 
sider the  details  we 
build  in  that  most 
others  consider 
options. 

16-bit  VGA 
controller  —  includ- 
ed. 1MB  RAM -included.  Hard 
drive  interface  and  serial,  parallel  and 
PS/2"  mouse  ports  —  included. 
And  all  are  ingeniously  built  onto 
the  motherboard.  This  frees  up  the 
three  (included)  expansion  slots  so 
vour  capabilities  can  grow  as  your 
needs  grow. 

Then  consider  the  advantages  of 
Olivetti's  incomparable  ergonomic 
design.  From  top  to  bottom.  Monitor 
Keyboard.  The  extremely  small  foot- 


print. No  detail  has  been  overlooked. 

It  really  all  comes  down  to  what 
we've  learned  from  past  masters. 
Whether  it's  a  priceless  violin  or 
remarkably  priced  computer,  perfec- 
tion lies  in  the  details. 

For  the  OHvetti  dealer  nearest  you, 
call  1-800-4-^7-^700. 


oliveiti 

The  details  create  the  dilTerence. 


Youcan  writeusatOlivettiOfrice  USA,  765  U.S.  Highway  202,  Somcrville.NJ  08876-1289.    MS-DOS*and  OS/2  *are  registered  trademarks  of  Microsoft  Corp.  PS/2  *isa  registerea  trademark  of  IBM. 


Astronomers  saicly  supernovas  in  the  hope  of 
learning  more  about  the  birth  of  the  universe. 

So  when  Supernova  1987A  burst  into  glory, 
he  scientific  community  immediately  turned  to  a 
oanese  satellite  named  Ginga.  High  above  Earth, 
-illects  X-ray  emissions  and  other  pertinent  data 
-  h  could  prove  crucial  in  their  quest. 
A the  heart  of  Ginga  —  Hitachi's  magnetic 

'••WC'l       hi.  Lid  All  rights  reserved 


bubble  memory  recorder  It  can  withstand  the  Hj^^ 

est  environments.  Radiation.  Solar  wind.  Ext  ;rj,jj 

temperatures.  '^^^^ 

Which  is  perhaps  to  be  expected.  We're  [i 

world  leader  in  magnetic  bubble  memory  tec  (^^^ 
nology.  Always  have  been. 

Of  course,  some  stars  are  much  closer  tc 

home.  And  Hitachi  shines  here,  too.  Our  dyr  ^  \]^,. 


How  to  record  a  star 
right  at  home. 


One  day,  this  toddler  s  children  will  watch  her  first  steps. 


video  cameras  are  responsible  for  revolu- 

ig  the  family  photo  album. 

lile  delivering  image  quality  that's  out  of 

dd. 

of  this  is  explained  by  the  fact  we're  a 
billion  company*  We're  involved  in  science, 
nics.  Communications.  Transportation, 
ne.  Most  everything,  in  fact. 


It  goes  to  show  that  Hitachi  is  as  adept  at  creat- 
ing products  that  are  light-years  apart  as  we  are  at 
creating  technologies  that  are  light-years  ahead. 

*US$48,496  million;  net  sales  for  the  year  ending  March  31, 1989^  US$1=¥132. 

0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 


conomic  Viewpoint 


SO  YOU  THOUGHT 
THE  TOKYO 
STOCK  MARKET 
WAS  RIGGED? 


BY  GARY  S.  DtCKER 


The  di-amatdc  collapse 
of  the  Nikkei  was  a  useful 
corrective  to  speculative 
excess — and  shows  that 
Japan's  stock  market  is 
ruled  by  the  law  of 
supply  and  demand, 
not  by  the  government 


"Y  S.  BECKER  IS  UNIVERSITY  PROFESSOR 
OF  ECONOMICS  AND  SOCIOLOGY 
AT  THE  UNIVERSITY  OF  CHICAGO 


The  collapse  in  prices  on  the  Japa- 
nese stock  market  over  the  past 
few  months  has  been  seen  as  a 
sign  that  Japan's  economy  is  in  trouble. 
But  I  don't  believe  it. 

Prices  on  the  Tokyo  Stock  Exchange 
grew  by  several  hundred  percent  from 
1985  to  the  end  of  1989,  while  price-earn- 
ings ratios  more  than  doubled.  At  the 
beginning  of  this  year,  shares  were  sell- 
ing at  almost  60  times  reported  earn- 
ings, compared  with  less  than  15  times 
in  the  U.  S.  and  most  other  industrial 
nations.  The  inflated  p-e  ratios  suggest 
that  stock  prices  in  Japan  were  too  high 
and  were  due  for  a  correction. 

My  \-iew  is  supported  by  the  findings 
of  a  careful  study  by  Kenneth  R.  French 
of  the  UniversitA,'  of  Chicago  and  James 
M.  Poterba  of  the  Massachusetts  Insti- 
tute of  Technology.  They  show  that  p-e 
ratios  in  Japan  are  greatly  exaggerated 
by  accounting  practices  that  understate 
earnings  compared  with  the  way  they 
are  reported  elsewhere.  For  example, 
Japanese  companies  understate  the  earn- 
ings of  subsidiaries  and  depreciate  as- 
sets very  generously.  However,  French 
and  Poterba  find  that  by  the  end  of  1989 
p-e  ratios  were  much  higher  in  Japan 
than  in  the  West,  even  after  accounting 
adjustments  to  ensure  comparability  and 
after  a  reasonable  allowance  for  future 
growth  in  earnings. 

TALL  ORDER.  The  boom  in  Japanese 
stocks  and  the  failure  of  prices  there  to 
fall  much  during  the  worldwide  crash  of 
October,  1987,  convinced  many  Wall 
Street  pundits  that  the  Japanese  govern- 
ment rigs  its  stock  market.  Would  they 
claim  that  government  rigging  also 
caused  the  enormous  boom  in  Japanese 
land  prices  during  the  past  several 
years?  The  government  cannot  control 
stock  prices  for  the  same  reason  it  can- 
not control  land  prices:  There  are  too 
many  buyers  and  sellers.  Thousands  of 
individuals  in  Japan  and  abroad  own 
about  30"'^  of  all  shares  on  the  Tokyo 
Stock  Exchange,  while  hundreds  of  com- 
panies own  most  of  the  rest.  In  any  case, 
the  talk  about  rigging  waned  after  the 
ZO'^c  slump  in  stock  values  from  early 
January-  to  the  end  of  March. 

The  prolonged  rise  in  Japanese  p-e  ra- 
tios was  a  "bubble"  that  expanded  as 
shareholders  made  huge  paper  profits. 
Knowing  that  all  price  balloons  eventual- 
ly burst  and  believing  that  the  rigging 
talk  was  nonsense,  I  put  some  money 
where  my  pen  was  and  bought  a  small 
number  of  American  Stock  Exchange 
puts  on  the  Nikkei  in  early  February 
and  sold  out  at  the  end  of  March. 
Through  luck — which  is  essential  since 
the  timing  of  a  bust  is  highly  uncer- 
tain— I  caught  almost  the  whole  fall  and 
had  a  nice  return  on  the  investment. 


Despite  the  collapse  of  its  enormcs 
stock  price  balloon,  the  fundamentals  n 
Japan  remain  strong,  and  prospecLs  r 
the  economy  are  excellent.  k 

Office  of  Economic  Cooperation  &  li 
velopment  (OECD)  data  show  Japan^e 
men  work  longer  than  men  in  ntlr 
OECD  countries.  Average  annual 
of  work  exceed  2,200  in  Japan,  compai 
with  1,800  for  workers  in  the  U.  S.  2 
fewer  still  in  Western  Europe.  Japani 
workers  also  tend  to  take  less  free  ti 
while  on  the  job  than  Americans  £ 
Europeans. 
WORKING  WOMEN.  True,  the  Japanese 
bor  force  is  aging  faster  than  in  otl 
countries,  but  a  much  larger  fraction 
Japanese  men  over  age  65  work  (E 
nomic  Viewpoint,  Mar.  19),  and  the 
bor-force  participation  of  married  wc 
en  has  started  to  grow  rapidly  from 
levels.  Companies  in  Japan  are  also 
ginning  to  give  women  better  jobs  £ 
more  opportunities  for  advancement. 

Japanese  workers  are  well-educa 
and  trained.  More  than  90%  finish  h: 
school,  compared  with  less  than  80% 
the  U.  S.  Japanese  schools  emphas 
math,  science,  and  other  basic  kno 
edge  and  give  four  times  as  much  hoi 
work  as  Am.erican  schools.  As  a  res^ 
Japanese  students  score  near  the  top 
international  tests  on  mathematics 
science;  American  students  are  near 
bottom.  Japanese  companies  also  I 
carefully  and  pro\ide  extensive  on-t 
job  training. 

The  Japanese  savings  rate  has  fal 
steeply  since  the  early  1970s  as 
growth  in  per  capita  income  slowed  c 
matically  from  the  remarkable  rates 
the  195bs  and  1960s.  Yet  Japan  s 
saves  and  invests  a  larger  fraction  of 
income  than  the  U.  S.  and  Western 
rope,  although  differences  in  the  del 
tion  of  sa\-ings  exaggerate  the  gap. 

I  give  little  credence  to  the  view  t 
much  of  Japan's  economic  success  is 
result  of  the  allegedly  brilliant  guida 
of  the  economy  by  the  Ministry  of  In 
national  Trade  &  Industry-  and  ot 
government  agencies.  Government  p 
cies  are  determined  by  the  same  kindf 
political  pressures  from  special  interc 
found  elsewhere — one  need  look  onlj 
Japan's  support  of  agriculture  or  the 
curring  corruption  scandals.  Japan  d 
benefit  from  low  crime  levels,  limi 
litigation,  and  a  government  that  spe 
and  taxes  a  smaller  fraction  of  gr 
national  product  than  those  in  the  W 

The  collapse  of  the  Japanese  st 
market  is  a  useful  corrective  to  spec 
tive  excesses.  It  is  also  e\idence,  if  , 
is  needed,  that  this  market  obeys 
usual  laws  of  supply  and  demand, 
the  bust  does  not  mean  Japan  will  b 
weakened  competitor  on  world  mark 
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ECONOMIC  VIEW 


DEDICATION 


Your  drive  to  do 
Sood  work  is  sometimes 
seen  as  single -minded. 
Standards  you'd  think 
anyone  would  hold 
themselves  to  are 
viewed  as  too  exacting. 

Yet  how  can  you 
do  otherwise,  when  you 
have  the  responsibility 
of  affecting  lives  with 
your  work?  You  must 
unite  elements  in  a  cus- 
tom package  of  corpo- 
rate retirement  services, 
much  the  same  as  a 
conductor  must  arrange 
a  symphony. 

At  your  disposal 
are  the  finest  resources. 
But  what  really  must  be 
singular  is  the  finesse 
with  which  you  apply 
them.  You  make  some 
decisions,  the  easy  ones. 
Then  you  strengthen 


with  the  less  apparent. 
Increasingly,  experience 
comes  into  play.  You 
use  it  to  achieve 
nuances,  fine  degrees 
of  effectiveness.  Your 
work  becomes  gradu- 
ally, uniquely  your  own . 
Uniquely  your  client's. 

And  throughout, 
excellence  is  never 
presumed.  By  nature, 
you  want  to  refine  the 
retirement  package, 
even  when  you  believe 
it  is  indeed  optimal. 
It  gives  your  quality 
its  edge.  The  edge 
demanded  of  the 
market  leader. 

As  for  satisfac- 
tion, it's  inherent  in 
the  process.  When  it 
arrives,  it  does  so 
quietly,  imperceptibly, 
evolving  over  time. 


FMeliiy  Institutional 
Retirement  Services  Company 


A  Fidelity  Investments  Company 

82  Devonshire  Street  L9C,  Boston,  MA  02109    1-800-345-5033,  Ext  5602  (In  Massachusetts,  call  collect  617-570-5602) 


THE  POWER  THAT  APil\ 

MICE 

EXR\Nr>S  TO  YOIf^ 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  conneaion.  It  gives  you  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  connectivity  is  the 
key.  Getting  everybody  and  everything  - 
e\'erything  -  working  together  to  multiply 
the  total  effect  of  increased  individual 
efficiency  and  productivity.  All  of  which 
should  keep  your  bottom  line  looking 
better  and  better. 

MACINTOSH  SYSTEMS  - 
CONNECTIBLE  AND 
COMPATIBLE 

Apple  Macintosh  computers  all  share 
the  same  operating  system,  so  you  don't 
have  to  waste  time  choosing  one.  And 
since  Macintosh  comes  with  built-in 
networking  capability,  you  can  integrate 
with  virtually  any  other  computer 
system.  MicroAge  can  show  you  how. 


Macintosh^  IIx 


EXPANDING 
YOUR  POWER  1 
BE  THE  BEST* 


MICROAGE  MAKES  IT  EASl 

MicroAge  becomes  your  complete 
microcomputer  business  partner:  o 
sultation,  needs  analysis,  plamiing 
designing,  networking,  integrating 
different  computer  systems,  trainin; 
service  and  avnimiuu]  consultation 
MicroAge,  you  become  a  valued  cl 


Aulhonzxd  Dcale 


\^^0  MCCi  MKrnAi;f  is  a  registered  trademark  i>f  Mtcrf)Age  Cninpuier  Centers,  Inc  MicroAge  is  an  international  sales  organization  of 


ISrnRE  CQMR^NY. 


lONAL  CAPABILITIES 
H  LOCAL  CONNECTIONS 

a  network  of  more  than  500  loca- 
MicroAge  offers  local  access  to  our 
sive  national  capabilities.  Founded 
76,  MicroAge  was  the  first  computer 
r  organization  to  develop  and 
ment  a  true  solutions  selling 
lach.  Nobody  can  answer  your 
computer  business  needs  better 
VlicroAge  and  Apple. 


Macintosh  helps 
individuals  realize 
their  full  potential, 
even  beyond  their 
expectations. 


CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want 
to  help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  Apple  authorized  MicroAge 
or  MicroAge  Affiliate  location  nearest 
you,  call  1-800-876-1530. 


/1/licro>4ge1 


8c  MicroAge  Affiliate  Locations 


;d  franchises  and  company-owned  centers  Apple,  (he  Apple  logo  and  Macintosh  arc  registered  trademarks  of  Apple  Computer.  Inc 
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conomic  Trends 


BY  GENE  KORETZ 


IT'S  STILL  FAi  I^OM 

CLEAR  SAILIMG 

FOR  CAPITAL  SPENDING 


It  hough  many  economic  indicators 
seem  to  point  to  a  sluggish  econo- 
my, Lhe  outlool<  for  capital  spending  has 
suddenly  taken  on  new  luster.  According 
to  the  Commerce  Dept.'s  latest  survey 
of  corporate  capital  spending  plans,  real 
outlays  for  plant  and  equipment  in  the 
first  quarter  jumped  at  an  11.8%  annual 
pace,  and  companies  now  intend  to  boost 
such  spending  by  a  robust  7.6%  in  the 
year  as  a  whole.  That's  up  from  a  4.9%' 
increase  projected  for  1990  last  fall. 

A  number  of  economists,  however,  are 
taking  the  latest  survey  with  a  large 
grain  of  salt.  Maury  Harris  of 
PaineWebber  Inc.,  for  example,  thinks 
Commerce  is  probably  overstating 
planned  capital  spending  by  underesti- 


WIIL  WEAK  CASH  FLOW 
FOIL  INVESTMENT  PLANS? 
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mating  inflation.  Although  the  implicit 
price  deflator  for  capital  goods  rose  1.9% 
last  year,  the  government's  projected  in- 
flation number  for  capital  items  pur- 
chased this  year  is  just  0.2%.  So  if  com- 
panies stick  with  their  nominal  spending 
plans  and  inflation  comes  in  higher,  real 
spending  will  be  lower  than  projected. 

Meanwhile,  a  passe!  of  forward  indica- 
tors of  capital  investment  are  flashing 
yellow  signals.  Contracts  for  commercial 
and  industrial  buildings,  which  account 
for  15%c  of  capital  spending,  recently 
touched  a  six-year  low.  Real  nondefense 
capital  goods  orders — excluding  air- 
craft— have  gone  nowhere  during  the 
past  year.  Factories  are  operating  at 
82.7%o  of  capacity  after  hitting  a  peak  of 
85.1%c  well  over  a  year  ago.  And  imports 


of  capital  goods,  which  now  account  for 
over  40%f  of  nonautomotive  domestic 
equipment  spending,  recently  plummet- 
ed below  their  year-earlier  level. 

The  most  ominous  development,  notes 
economist  James  Solloway  of  Argus  Re- 
search Corp.,  is  the  deterioration  in  the 
financial  position  of  many  industries. 
Rising  unit  labor  costs,  ballooning  inter- 
est expenses  caused  by  debt-laden  bal- 
ance sheets,  and  sluggish  growth  in  de- 
mand have  sent  profits  into  a  tailspin. 
"The  biggest  factor  darkening  the  in- 
vestment outlook,"  he  says,  "is  last 
year's  unusual  slippage  in  corporate 
cash  flow,  which  posted  only  its  fifth 
decline  since  1960." 

Solloway  notes  that  the  relationship 
between  changes  in  cash  flow  and 
changes  in  capital  spending  has  been  ex- 
tremely tight  for  decades,  with  cash 
flow  usually  leading  capital  spending 
and  divergences  between  the  two  almost 
always  resolved  within  a  year  (chart). 
Thus,  for  1990  he  expects  a  narrowing  of 
the  sharp  gap  that  developed  last  year 
as  cash  flow  turned  down  while  capital 
investment  stayed  strong. 

"Something  has  to  give,"  says 
Solloway.  "And  since  cash  flow  provides 
much  of  the  wherewithal  for  investment 
and  appears  to  be  weakening  again  this 
year,  we  suspect  capital  spending  will 
come  in  significantly  below  the  latest 
government  estimates." 


MOVE  OVER,  TOKYO- 
WALL  STREET  IS 
THE  BIGGEST  AGAIN 


Slowly,  almost  imperceptibly,  Ameri- 
ca seems  to  be  regaining  some  of  its 
lost  economic  stature.  Recently,  the  gov- 
ernment announced  that  the  U.  S.  was 
once  more  the  world's  largest  exporter, 
a  title  it  had  ceded  to  West  Germany  in 
1986  but  regained  last  year  in  the  wake 
of  significant  export  gains.  And  now,  the 
U.  S.  has  climbed  back  to  the  top  of  an- 
other league;  Alan  Benasuli  of  Smith 
Barney,  Harris  Upham  &  Co.  points  out 
that  the  U.  S.  once  again  leads  the  world 
in  stock-market  capitalization. 

That,  of  course,  was  the  situation  at 
the  end  of  1980,  when  the  U.  S  share  of 
global  stock-market  capitalization  was 
50%',  followed  by  Europe's  20%,  Japan's 
15%,  and  15%  for  all  other  markets.  By 
1989,  however,  the  Japanese  had  moved 
decisively  into  the  lead.  At  its  peak  last 
year,  Japan  accounted  for  42%  of  the 
world's  market  capitalization,  while  the 
U.  S.  was  down  to  just  27% . 

Now,  the  dramatic  decline  in  the  To- 
kyo stock  market  and  the  strength  of 
the  dollar  have  helped  turn  the  tables 


once  again.  Benasuli  calculates  that  tl 
U.  S.  currently  accounts  for  about  3€ 
of  world  equity  capitalization,  compan 
with  Japan's  32%-  and  Europe's  27' 
Moreover,  he  believes  this  major  realig 
ment  reflects  both  a  long-needed  corr€ 
tion  of  Japanese  equity  values  and  gro' 
ing  recognition  that  America's  relati' 
economic  position  is  improving — a  trei 
that  "will  eventually  inspire  global  ass 
reallocations  and  foreign  inflows  in 
the  U.  S.  equity  market." 


GET  SET  FOR  MORE 
OFFSHORE  SHOPPING 
FROM  JAPAN 
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A lot  of  the  new  cash  flowing  into 
U.  S.  may  come  from  Japan  itse 
Hank  Sav/a  of  Prudential-Bache  Secu 
ties  Inc.  notes  that  Japanese  financ 
institutions  with  broad  exposure  to  ov( 
seas  markets  during  the  fiscal  year  th 
ended  this  March  are  likely  to  find  th 
they  offset  much  and  "perhaps  all 
their  domestic  investment  losses  wi 
offshore  gains."  He  estimates  that  ci 
rency  shifts  helped  lift  yen-denominat 
returns  to  about  42%  on  the  New  Yo 
Stock  Exchange  and  91%  on  the  We 
German  market. 

Once  the  word  gets  out  in  Japan  th 
global-asset  allocation  is  a  way  to  hed; 
domestic  risks  and  possibly  reap  sor 
hefty  gains,  says  Sawa,  "the  Japane 
appetite  for  foreign  stocks,  bonds,  a: 
real  estate  is  likely  to  grow" — even 
the  Japanese  government  tries  to  slow 
yen  outflow. 
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THE  FED'S  GRIP  ON  THE 
MONEY  SUPPLY  MAY  BE 
LOOSER  THAN  YOU  THINpF 


Is  Federal  Reserve  Board  policy  tig 
or  loose?  If  you  look  at  the  moneta  ? 
base,  the  so-called  raw  material  of  t 
money  supply,  the  answer  is  "loos( 
The  base,  which  is  composed  of  reserv  ; 
from  Fed  member  banks  and  currency 
circulation,  has  been  rising  at  a  ra{ 
9.2%  annual  rate  since  mid-December. 

Economic  consultant  A.  Gary  Shilli 
points  out,  however,  that  Fed  memt 
bank  reserves,  the  high-powered  soui 
of  money  that  the  Fed  controls  direct 
have  hardly  risen  so  far  this  year, 
essence,  the  monetary  base  is  higher  I 
cause  its  currency  component  has  be 
growing  at  an  explosive  12.2%o  anni 
rate.  And  that's  particularly  puzzlir 
says  Shilling,  "because  currency  use 
fleets  public  demand  and  normally  ( 
clines  when  interest  rates  are  rising.' 
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Create  l(bur  Own 
Success  Story  With 
Telemarketing  Training 
From  Pacific  Bell 


0(^hatever  you  sell  —from  jelly  beans  to  theater  tickets,  financial 
;ervices  to  drill  bits—  an  organized,  skillfully-executed 
:elemarketing  program  can  produce  dramatic  results. 

\nd  nobody  knows  more  about  training  you  and  your  staff  to 
mplement  a  successful  telemarketing  program  than  Pacific  Bell. 
3ur  experts  have  helped  thousands  of  businesses  increase  sales  and 
mprove  customer  service  through  telemarketing. 

N^ow,  let  us  do  the  same  for  you.  Choose  from  nine  dynamic  work- 
shops based  on  years  of  experience  in  California's  innovative  Pacific 
\im  market ...  a  market  where  more  business  gets  done  by  phone 
:han  perhaps  any  other  place  on  earth. 

Bnsure  that  you  have  the  skills  and  expertise  you  need  to  create 
four  own  telemarketing  success.  Enroll  today  in  one  or  more  of  the 
:ollowing  workshops: 

^  Telephone  Techniques 

Telephone  Sales  Techniques 
Telephone  Customer 
Service  Techniques 
^  Maximizing  Your  Telephone 

Message  (Scripting) 
^  Managing  Telemarketing 
^  Recruiting  Your 

Telemarketing  Specialists 
■■■  Motivating  Your 

Telemarketing  Specialists 
■™  Dynamics  of  a  Collection  Call 
^  Dynamics  of  a  Fund-Raising 
Call 

For  information  regarding  rates,  schedules,  group  discounts, 
training  sites  and  workshop  content,  call  toll-free: 


1 800  322-0440,E« 


A  PACIFIC  TELESIS  COMPANY  I  /lltMMi 
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How  to  Sell 
Jalapeno 
Jelly  Beans 
by  Phone. 

"Our  company  is  best 
known  for  our  Jelly  Belly® 
jelly  beans,  which  come  in 
40  flavors  from  Very  Cherry 
to  Tutti-Fruitti  to  Jalapeno. 

About  three  years  ago,  we 
created  an  800  number  for 
consumers  who  received 
samples  of  our  jelly  beans  in 
boxes  of  Ti'ix  cereal. 
Operators  provided  callers 
with  the  addresses  of  local 
stores  that  carried  our 
product.  The  Jelly  Belly 
Hotline  (800  JB-BEANS) 
became  an  instant  success 
and  now  lists  6,000  to  8,000 
stores  nationwide.  Last  year, 
we  handled  35,000  calls  and 
influenced  350,000 
purchases. 

^^The  hotline  was  so 
effective,  we  decided  to 
develop  an  outbound 
telemarketing  campaign. 
After  attending  Pacific  Bell's 
seminars,  we  created  a  pilot 
program  that  has  increased 
sales  by  25%  among 
targeted  customers.  Not 
only  are  sales  up,  but 
customers  are  thanking  us 
for  calling! 

Peter  F.  Cain,  Vice 
President  of  Marketing, 
Herman  Goelitz  Candy 
Company,  Fairfield,  CA 
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The  gin  is  unprecedented  in  its  creation.  The  bottle  is  unprecedented  in  its  beauty.  Bombay  Sapphire.  r 
Distilled  with  rare  and  precious  botanicals  including  Coriander  Seeds  from  Morocco,  Grains  of  Paradise  from  the  x. 
Gold  Coast  and  Cubeb  Berries  from  Java.  A  total  of  ten  of  the  most  unusual  flavors  on  Earth.     ,  . 
Their  spirit  is  preserved  in  Sapphire's  unique  distillation  where  the  gin  vapors  pass  through  each  botanical,  one  by  one. 

Bombay  Sapphire.  As  complex  and  extraordinary  as  the  jewel  that  was  its  namesake.    .■     v  '  V  -'^^^ 


47%  alc/vol  (94  Proof)  •  Bombay  Sapphire  Gin  •  100%  grain  neutral  spirits  ©1988-Carillon  Importers,  Ltd.,  Teaneck,  N.J. 
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WHAI  WE  LOOK  FOR  IN  A 
FLIGHT  ATTENDANT. 


At  Alaska  Airlines,  we  have  a  few 
basic  requirements  for  our  flight 
attendants:  Intelligence.  Compassion. 
Warmth.  A  sense  of  humor  Grace 
under  pressure.  Loyalty.  Eagerness. 
Common  sense.  Uncommon  kindness. 


With  standards  like  these,  it's  not 
surprising  that  we  accept  a  mere 
handful  of  those  who  apply  Which 
may  be  why  frequent  flyers  consis- 
tently rate  Alaska  Airlines'  cabin  crews 
as  "excellent"  in  on-board  surveys. 


Next  trip  up  or  down  the  west  coast 
call  your  travel  agent  or  Alaska  Airlines. 

And  fly  with  a  crew  that  has  some 
personality  Several,  in  fact. 


Alaska^Airlines 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  GOOD  NEWS  IS  THE  FIRST  HALF, 
HE  BAD  NEWS  MAY  BE  THE  SECOND 


Economists  are  still  picking  over  the  bones  of  Wash- 
ington's report  on  first-quarter  gross  national 
product.  Some  tasty  tidbits  of  information  shed 
ht  on  the  current  quarter — and  beyond.  Combined 
:h  the  most  recent  monthly  data,  the  GNP  numbers 
)w  that  the  economy  remains  surprisingly  vital.  But 
)spects  for  the  second  half  look  dim. 
fleal  GNP  grew  at  an  annual  rate  of  2.1%  last  quarter, 
at's  nearly  twice  the  1.1%  showing  in  the  fourth  quar- 
of  1989,  but  much  slower  than  the  3.1%  average 
ring  the  first  three-fourths  of  the  year.  Moreover,  the 
nposition  of  first-quarter  growth  suggests  that  GNP 
1  post  another  healthy  advance  in  the  second  quarter. 

Overall  spending  by  consum- 
ers, businesses,  foreigners,  and 
government  jumped  broadly  at 
an  annual  rate  of  4% — the 
strongest  gain  since  the  fourth 
quarter  of  1988.  However,  a 
sharp  slowdown  in  inventory 
growth,  from  $22.2  billion  in  the 
fourth  quarter  to  only  $2.6  bil- 
lion last  quarter,  subtracted 
nearly  $20  billion  from  the  $41 
billion  leap  in  spending. 


HE  DRAG  ON  LAST 
QUARTER'S  GNP 
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inventories  grew  much  more  slowly  in  the  first  quar- 
,  mainly  because  of  a  sharp  liquidation  of  cars.  De- 
it  cut  its  output  to  recession  levels,  and  sales  incen- 
es  early  in  the  year  helped  move  cars  off  the  lots.  The 
ing  in  car  inventories,  by  itself,  subtracted  some  $24 
lion  from  GNP  last  quarter  (chart), 
however,  auto  production  has  now  risen  above  its 
Dressed  first-quarter  level,  and  the  swing  from  a  huge 
to  liquidation  to  even  a  modest  accumulation  will  give 
;ond-quarter  GNP  a  big  boost.  That  will  offset  the 
wer  pace  expected  for  overall  spending,  which  was 
iggerated  by  special  factors  last  quarter. 

iOME  The  modest  pace  of  the  first  quarter — 

tED  FACES  and  its  implications  for  the  second — 
IT  THE  seems  consistent  with  the  Federal  Re- 

serve's  intentions  for  a  soft  landing,  but 
;  acceleration  in  inflation  was  surely  disconcerting.  It 
5  pushed  up  long-term  interest  rates,  and  higher  rates 
I  the  main  threat  to  growth  in  the  second  half, 
rhe  fixed-weight  price  index,  which  measures  prices 
'  a  constant  set  of  goods  and  services,  rose  at  an 
aual  rate  of  6.5%'  last  quarter — the  fastest  in  more 
m  eight  years.  That  undoubtedly  has  the  Fed  con- 
'ned,  because  for  two  quarters  now,  real  GNP  has 


grown  by  less  than  2.5%c.  The  Fed  believes  that  holding 
economic  growth  below  that  pace  will  ease  inflationary 
pressures,  but  that  hasn't  happened. 

Clearly,  the  price  numbers  will  look  better  in  the  sec- 
ond quarter.  Unusual  behavior  of  prices  for  energy, 
food,  and  clothing  accounted  for  most  of  last  quarter's 
rapid  increase,  and  those  factors  won't  be  present  in  the 
second  quarter.  That,  combined  with  only  modest  eco- 
nomic growth,  is  unlikely  to  prompt  the  Fed  to  tighten 
monetary  policy  in  the  second  quarter. 

Still,  inflation  is  going  to  run 
higher  in  1990  than  was  previ- 
ously expected.  Strong  consum- 
er demand  continues  to  fuel  ser- 
vice inflation,  and  prices  in  the 
factory  sector  are  also  looking 
firmer.  Manufacturing  is  shak- 
ing off  some  of  its  malaise,  be- 
cause of  higher  auto  production. 
This  rebound  has  lifted  activity 
in  the  broad  array  of  industries 
that  supply  Detroit. 


CARS  AND  ENERGY 
SKEW  SPENDING 
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The  latest  evidence  of  that  was  an  uptick  in  the  Na- 
tional Association  of  Purchasing  Management's  index  of 
industrial  activity.  It  rose  to  50.2%  in  April,  after  hang- 
ing below  50%  for  11  consecutive  months.  A  reading  of 
less  than  50%:'  means  manufacturing  is  in  recession. 

The  factory  rebound  has  been  muted,  partly  because 
manufacturers  are  still  adjusting  their  inventories  to  a 
slower  pace  of  demand.  Factory  stock  levels  fell  0.3%  in 
March,  the  third  decline  in  four  months.  And  the  NAPM 
reported  further  liquidation  in  April. 

CONSUMERS  Manufacturing  will  not  recover  complete- 
ARE  DOING  ly  without  a  sustained  pickup  in  demand. 
THEIR  Consumer  spending,  buoyed  by  strong 

PART  Q  gc/^  increases  in  personal  income  during 

each  month  of  the  first  quarter,  remains  the  expansion's 
lifeline.  But  higher  inflation  is  eating  into  consumers' 
buying  power,  and  rising  interest  rates  dim  the  outlook 
for  overall  spending  in  the  second  half. 

The  GNP  report  showed  that  real  consumer  spending 
rose  at  an  annual  rate  of  2.5%  last  quarter,  following  a 
slim  0.5%  gain  in  the  fourth  quarter.  But  excluding  the 
volatility  caused  by  cars  and  energy — about  14%-  of  the 
total — outlays  grew  solidly  in  both  quarters  (chart). 

Lower  energy  demand,  the  result  of  unusually  warm 
weather  in  January  and  February,  was  a  huge  drain  on 
first-quarter  spending.  Service  outlays  grew  at  an  annu- 
al rate  of  only  2.5%f.  But  excluding  gas  and  electricity 
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demand — only  67'  of  service  outlays — service  spending 
rose  nearly  57',  i  i  line  vvilh  previous  quarters. 

Elsewhere,  capit?.!  sjiending  is  likely  to  be  disappoint- 
ing. Record  wann  weather  in  January  and  February 
gave  construction  a  boost  last  quarter,  and  a  tax-related 
rebound  raised  equipment  purchases.  First-quarter  in- 
vestment rose  by  a  strong  7.6%,  but  the  problems  in 
construction  v/ill  retard  grov^^th  in  coming  quarters. 

The  A  eather's  effect  on  first-quarter  construction  was 
plain:  Building  outlays  jumped  2.4%  in  January  and  3.2%- 
in  February,  then  sank  1.4%  in  March.  Weather  won't 
have  such  an  influence  this  quarter,  but  builders  will 
face  plenty  of  other  problems.  Most  important  is  interest 
rates,  which  hit  residential  builders  especially  hard. 

Rates  on  a  30-year  fixed  mortgage  have  edged  up  to 
about  10.7%,  from  a  recent  low  of  10.44%  in  August,  and 
rising  borrowing  costs  are  cutting  into  home  buying. 
New  single-family  home  sales  fell  to  a  574,000  annual 
rate  in  March,  from  February's  604,000  pace.  Moreover, 
builders  hold  a  high  7.5  months'  supply  of  unsold  homes. 

Stricter  credit  requirements 
are  also  pinching  construction. 
Problems  in  banks'  real  estate 
loan  portfolios  mean  new  fi- 
nancing will  be  restricted  to 
only  the  most  promising  pro- 
jects. Already,  growth  in  real 
estate  lending  is  slowing. 

Projects  are  being  shelved. 
Data  on  new  contracts  compiled 
by  the  F.W.  Dodge  Div.  of 
McGraw-Hill  Inc.  show  a  29% 


BUiLDiNG  CONTRACTS 
TAKE  A  DIVE 
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jump  in  institutional  buildings — mostly  schools  and  hos- 
pitals— helped  to  raise  March  contracts  by  4%,  to  an 
annual  rate  of  $245  billion.  But  for  the  entire  first  quar- 
ter, contracts  fell  sharply  from  the  end  of  1989  (chart). 
And  Dodge  estimates  that  the  value  of  new  contracts  for 
all  of  1990  will  fall  by  about  1%  compared  with  1989. 


Companies  are  also  scaling  back  on  their  investment  i| 
machinery.  In  the  first  quarter,  inflation-adjusted  spenJ 
ing  on  durable  equipment  increased  by  a  healthy  7.8/1 
But  at  the  same  tilne,  new  orders  for  nondefense  capifc" 
goods  plummeted  to  an  11.2%  yearly  pace.  Demand  f( 
machine  tools  is  down  sharply  from  a  year  ago. 


STATE 
BUDGETS 
ARE  IN 
TROUBLE 


The  other  two  major  components  < 
GNP — foreign  trade  and  government- 
aren't  likely  to  provide  the  economy  wil 
much  stimulus  in  the  second  half.  Lai 
quarter,  non-oil  imports  dropped  at  a  13.3%'  annual  rati 
offsetting  a  jump  in  incoming  petroleum  shipments.  Faj 
ing  imports,  along  with  little  change  in  exports,  pushq 
net  exports  to  their  lowest  level  in  more  than  six  year 
Export  demand  should  pick  up,  lifted  in  part  by  ne 
demand  from  Eastern  Europe.  But  improvement  in  tl 
foreign  sector  will  depend  most  on  further  declines 
imports.  That  will  be  tough  while  the  dollar  remai; 
strong  against  the  Japanese  yen. 

The  government  sector  will  be  an  outright  drag 
economic  growth,  and  it's  not  only  because  of  efforts 
close  the  federal  budget  deficit.  Budgets  at  the  state  ar| 
local  levels  are  in  trouble.  Excluding  social  insurant 
funds,  state  and  local  budgets  in  the  fourth  qua: 
posted  a  record  deficit  of  $45.7  billion,  at  an  annual  ra 
and  there  was  probably  little  improvement  last  qua: 

The  red  ink  is  concentrated  in  the  Northeast,  whe 
slowing  economies  have  cut  into  state  income  and  sal 
tax  receipts.  Since  most  state  constitutions  require 
balanced  budget,  correcting  those  imbalances  will  be 
big  drain  on  GNP  growth  during  the  coming  year. 

The  sad  shape  of  both  federal  and  state  budge 
combined  with  the  souring  outlook  for  construction,  a: 
little  hope  for  significant  improvement  in  the  trade  de 
cit,  leaves  consumer  spending  as  the  main  engine 
demand  this  year.  Now,  stubborn  inflation  and  risiri 
interest  rates  threaten  that  source  of  growth  as  well. 


THE  WEEK  AHEAD 


PRODUCTIVITY 


Monday,  May  7,  10  a.m. 
Output  per  man-hour  in  the  nonfarm 
business  sector  was  probably  little 
changed  in  the  first  quarter.  That's  sug- 
gested by  the  nearly  equal  gains  in  out- 
put and  in  total  hours  worked.  In  the 
fourth  quarter,  productivity  increased  at 
a  meager  0.49i  annual  rate.  Unit  labor 
costs  in  the  first  quarter  likely  rose  at 
an  annual  rate  of  about  5%,  as  indicated 
by  the  already  reported  5.2%  yearly  gain 
in  employo:  Tit  outlays.  Most  of  the  la- 
bor cost  increase  and  productivity  weak- 
ness will  be  concentrated  in  service  in- 
dustries, meaning  that  inflation  will 
remain  strong  in  that  sector.  In  the 
fourth  quarter,  unit  labor  costs  in  the 


nonfarm  business  sector  increased  at  a 
rapid  5.9%  annual  rate. 

INSTALLMENT  CREDIT  

Monday,  May  7 

Consumers  probably  took  on  only  about 
$2  billion  more  in  new  debt  than  they 
paid  off  in  March.  That  modest  gain  is 
suggested  by  flat  new  car  sales,  a  drop 
in  nonauto  retail  spending,  and  only  a 
slight  increase  in  personal  bank  loans.  In 
February,  installment  debt  grew  by  a 
robust  $3.4  billion. 

RETAIL  SALES  

Friday,  May  11,  8:30  a.m. 
The  consensus  is  that  retail  sales  in- 
creased by  about  0.4%  in  April,  after 
falling  0.6%  in  March.  New  car  sales 


were  little  changed  from  March,  but 
relatively  late  Easter  this  year  mea| 
that  apparel  and  department  stor 
should  post  healthy  gains  for  la 
month.  However,  receipts  at  nonauto  d 
rable  goods  stores  probably  fell  in  Ap 
after  no  change  in  March. 

PRODUCER  PRICE  INDEX 


Friday,  May  11,  8:30  a.  m. 
Producer  prices  for  finished  goods  likt 
rose  by  about  0.2%  in  April.  Enerj 
prices  continued  to  fall  last  month,  p; 
tially  offsetting  gains  elsewhere. 
March,  declines  in  food  and  energy  cos 
led  to  a  0.2%  drop  in  the  total  price 
dex.  The  expected  April  increase  woi 
mean  that  producer  prices  have  risen 
about  4%  in  the  past  year. 
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Who's  gomg  to  skip 
this  chapter? 

For  an  investment  manager  offering  fixed  income  services, 
purchasing  debt  is  easy.  The  difficult  part  is  figuring  out  who's  going 
to  be  able  to  pay  it  back.  And  it  gets  more  difficult  every  day. 
Last  year  over  90,000  companies  filed  for  bankruptcy.  But  more 

surprising  than  the 
statistics  is  how  many 
were  industry  leaders. 

At  the  CIGNA 
companies,  we've  done 
more  than  survive  in  the 
world  of  fixed  income. 

We've  achieved  one 
of  the  best  performance 
records  in  the  private 
placement  field. 

We  got  there  with  the 
kind  of  research,  credit 
analysis  and  disciplined 
underwriting  that  leaves 
no  room  for  surprises. 

And  we  extend  that 
expertise  to  everything 
fi:*om  mezzanine  financing  and  mutual  funds  to  high-yield  public  bonds. 
Putting  our  capital  in  the  same  investments  as  our  clients. 

So  if  you're  looking  for  prudent  investment  strategies  that  balance 
return  potential  with  a  risk  level  that  meets  your  specific  needs,  write 
CIGNA  Investments  Inc.,  Dept.  RK,  Hartford,  CT  06152. 

Because  our  chapter  on  fixed  income  is  one  you  don't  want  to  skip. 


We  get  paid  for  resultsr 


s 


REGIONS  I 


MAY  14.  1990 


EN  STATE 
RRIERS 

%mmHVt,  CALIFORNIANS  HAVE  LOTS  OF  PROBLEMS 


Stretch  Hmou.sines  still  double-park 
along  Rodeo  Drive.  And  it's  as 
tough  as  ever  to  get  a  table  at 
Spago's  for  duck  sausage  pizza.  But  70 
miles  away  in  the  desert  town  of  Palm- 
dale,  it's  a  different  scene.  Four  miles  of 
Palmdale  Boulevard  are  lined  with  half- 
empty  strip  malls.  Nearby,  almost  800 
new  homes  stand  vacant. 

As  recently  as  last  summer,  Palmdale 
was  poised  to  be  California's  latest  boom 
town.  Fueled  by  the  promise  of  thou- 
sands of  new  defense  jobs,  builders  and 
speculators  flocked  to  the  dusty  site, 
once  home  to  chicken  farms  and  air- 
strips. Now,  Palmdale  faces  the  harsh 
winds  of  California's  new  reality. 

For  so  many  years,  California  truly 
has  been  the  Golden  State.  Its  broadly 
diversified  economy  hummed  along  even 
when  the  rest  of  the  nation  stumbled. 
Defense  contractors  cranked  out  planes, 
missiles,  radars,  lasers,  satellites,  and 
more.  Silicon  Valley  created  its  own 
growth  industry.  The  state  exported  ev- 
erything from  leaf  blowers  to  almonds 
to  the  Pacific  Rim.  Lured  by  sun,  jobs, 
and  the  promise  of  easy  home  owner- 
ship, workers  flocked  in  by  the  millions. 
MORE  BLOWS.  Now,  the  Golden  State 
isn't  looking  quite  so  golden.  Califor- 
nians  have  witnessed  downturns  before. 
But  right  now,  layoffs  are  mounting 
with  uncharacteristir  speed.  About  a 
year  ago  Silicon  Vallev  went  into  one  of 
its  periodic  slumps.  Siiice  July,  Santa 
Clara  County  has  lost  !  .')00  electronics 
jobs  as  big-name  employers  such  as  Ap- 
ple Computer  Inc.  and  Advanced  Micro 
Devices  Inc.  handed  out  i)ink  slips.  And 
on  Apr.  26,  McDonnell  i  ouglas  Corp. 
announced  it  was  layinj_'  '  3,000  white- 
collar  workers  at  its  Loii._  Beach  aero- 
space plant.  Lockheed  '  I'i-  i.  landed  the 
next  blow:  plans  to  lop  '  O!;  )  locals  from 
its  payroll  (chart). 

The  layoffs  by  thems  <  hardly  sig- 
nal the  demise  of  the  n  s  most  pop- 
ulous state  and  its  $70('  )n  economy. 
But  the  worries  are  ac  viting.  Lay- 
offs in  defense  and  hi,> -  - .  A  cooler 
real  estate  market.  The  ing  effects 


of  a  weaker  Japanese  yen.  Tighter  mon- 
ey after  some  of  the  nation's  most  spec- 
tacular thrift  failures.  A  four-year 
drought.  And  growing  perceptions  that 
the  quality  of  life  has  swerved  for  the 
worse.  For  Californians,  long  accus- 
tomed to  a  business  climate  as  sunny 
and  mild  as  Malibu,  most  startling  is  the 
fact  that  growth  simply  is  slowing.  "Cal- 
ifornians believe  the  good  times  are  go- 
ing to  go  on  forever,"  says  Edward  S. 
Abbott,  president  of  Western  Pacific 
Capital  Corp,  a  San  Francisco  real  estate 
investment  firm.  "They're  wrong." 

True,  as  California  boosters  long  have 
argued,  the  state's  diversified  economy 
helps  to  insulate  it  from  downturns.  De- 
fense, now  just  8%  of  the  state's  gross 
product,  is  too  small  to  drag  down  the 
whole  shebang.  Besides,  they  say, 
strong  demand  for  commercial  jets  will 
pick  up  the  slack.  Overseas  sales  of  mov- 
ies and  television  shows  are  buoying 
Hollywood,  and  the  $40  billion  tourism 
business  is  also  going  strong.  Nor  is 
every  real  estate  market  headed  south: 
Some  key  areas  of  the  state  remain  hot, 
notably  metro  Sacramento. 

Just  the  same,  it's  becoming  plain  that 
California  won't  soon  see  a  return  to  the 
torrid  7^/?  growth  pace  of  the  mid-80s. 
Last  year,  state  tax  revenues  grew  near- 
ly IV/'',  this  year,  they're  seen  growing 
at  under  57^.  Already,  job  growth  has 
dropped  to  300,000  annually  from 
500,000  last  year,  esti- 
mates the  Business 
Forecasting  Project 
at  the  University  of 
California,  Los  Ange- 
les. That's  the  lowest 
rate  since  the  1982-83 
recession.  Adrian  R. 
Sanchez,  regional 
economist  at  Security 
Pacific  Corp.,  predicts 
that  defense  cuts  will 
drag  the  state's  eco- 
nomic growth  down 
to  the  national  clip  of 
about  27".  For  a  cou- 
ple of  years,  he  adds, 
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California  even  may  underperform  1  rtetlast 
nation:  "We  have  to  face  up  to  the  f;  eittoi; 
that  we  no  longer  have  a  divine  right  ijpeer 
fast  growth." 

TRACKER.  No  one  knows  that  better  th  m  in 
Californians  eager  to  sell  their  hon  I  One 
(chart).  Take  once-hot  Ventura  Coun  isiiimiei 
where  the  rate  of  home  sales  has  fal  MM 
40%  from  a  year  ago  and  prices  are  s(  it,"  Kajoi 
Up  north,  Santa  Clara  County  coui  pecalatif 
nearly  11,000  unsold  homes,  its  high  it®jj 
level  ever.  The  mansions  of  Bel  Air  tl  imegrof 
attract  movie  stars  and  moguls  are  li  price  of 
sensitive  to  price.  Yet  the  Beverly  H  ndscos 
home  of  late  comedienne  Lucille  Ball  1  iiicome 
languished  unsold  since  it  came  on  'sbkw. 
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4  DEFENSE 

Military  cuts  could 
drag  California's 
growth  down  to 
obout  a  2  %  clip 


REAL  ESTATE 

In  Ventura  County, 
sales  are  off  40% 
from  a  year  ago 


"ket  last  June  at  $7.8  million.  You  can 
e  it  today  for  $6.3  million, 
ngineer  Lateef  Kajouke  has  been 
:king  the  asking  prices  of  his  favorite 
ses  in  a  little  leather-bound  note- 
k.  One  Pasadena  house  first  listed 
summer  at  $360,000  was  snapped  up 
$300,000  in  April.  "The  longer  I 
t,"  Kajouke  says,  "the  better  I  feel." 
peculation  is  at  the  root  of  the  slump, 
•eases  in  home  prices  far  outpaced 
ime  growth  during  the  80s.  The  medi- 
price  of  a  single-family  home  in  San 
ncisco  is  nearly  six  times  local  medi- 
income.  The  U.  S.  average?  Three 
2s  income.  "The  kind  of  place  where 


HOME  PRICES  SLIP  IN  A  KEY  MARKET 


MEDIAN  SALES  PRICES  FOR  EXISTING 
INGLE-FAMILY  HOMES  IN  LOS  ANGELES  COUNTY 


Beaver  Cleaver  grew  up  is  probably 
$500,000  now,"  says  Bateman  Eichler, 
Hill  Richards  analyst  Burland  East. 

Nor  is  diversification  a  perfect  shield 
against  harder  times.  As  New  York's 
layoffs  in  the  securities  industry,  which 
makes  up  just  4%  to  5%  of  that  state's 
economy,  led  to  a  broader  slump  after 
the  October,  1987,  market  crash,  Califor- 
nia's defense  cuts  could  trigger  wider 
damage,  says  David  G.  Hensley  of 
UCLA's  forecasting  unit.  California  is  es- 
pecially vulnerable  because  of  pollution 
and  a  raft  of  other  quality-of-life  woes. 
"We're  worse  off  than  we  were  20  years 
ago,"  Hensley  says,  citing  congested 
traffic,  crime,  high 
home  prices,  poor 
schools,  and  crum- 
bling infrastructure. 
PINK  SLIPS.  Califor- 
nia's bad  news  is  un- 
likely to  end  soon. 
Defense  Secretary 
Richard  B.  Cheney's 
Apr.  26  plan  to  cut 
$35  billion  in  Penta- 
gon spending  guaran- 
tees sheafs  of  pink 
slips.  Congress  is 
sure  to  cut  further. 
Then  there's  the 
weaker  yen,  which 


DATA:  ULIFORNIA  ASSOCIATION  OF  REALTORS 


•AS  OF  MARCH 


could  hurt  the  state's  $43  billion  in  ex- 
ports, of  which  about  a  third  goes  to 
Japan.  Notes  Jana  Goldsworthy,  a  West- 
lake  Village  exporter:  "Our  Japanese 
distributors  have  cut  back  and  pushed 
back  orders,  waiting  to  see  where  the 
dollar  is  going."  Tourists  are  discour- 
aged, too.  "We've  already  seen  group 
cancellations,"  says  Ko  Ueno,  president 
of  Pucifico  Creative  Service  Inc.,  a  Los 
Angeles  tour  wholesaler. 

The  $16  billion  farm  economy  also 
could  face  "huge  problems"  unless  rain 
soon  ends  a  four-year  drought,  says 
Frederick  Cannon,  a  senior  economist  at 
Bank  of  America.  It's  gotten  so  bad  that 
on  May  2,  Los  Angeles  Mayor  Tom 
Bradley  called  for  mandatory  water  ra- 
tioning. Just  trying  to  fix  some  of  the 
state's  quality-of-life  problems  may  cut 
into  growth.  In  November,  voters  face 
"Big  Green,"  a  ballot  measure  that 
would  impose  strict  environmental  curbs 
and  could  cost  up  to  a  million  jobs  by 
2000,  claims  Spectrum  Economics  Inc.,  a 
San  Francisco  consultant  to  industry. 

Such  harsh  predictions  probably  are 
alarmist.  But  looking  at  it  with  a  cold 
eye,  the  Golden  State  is  losing  luster — a 
reality  that's  as  foreign  to  Californians 
as  a  pickup  truck  on  Rodeo  Drive. 
By  Kathleen  Kermn  and  Eric  Sc/une  in  Los 
Angeles,  with  Barbara  Buell  in  San  Francisco 
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ARMS  MAKERS  I 


AT  McDOMNELL  DOUGLAS, 

PLENTf  m  WORK  BUT  LITTLE  PROFIT 


With  its  booniiijg  commercial  unit  losing  money,  defense  cuts  have  hurt 


John  K.  McDonnell  always  fields  a 
few  written  questions  from  share- 
holders at  McDonnell  Douglas'  an- 
nual meeting.  This  year,  on  Apr.  23,  the 
chairman  of  the  aerospace  giant  drew  a 
zinger.  One  disgruntled  employee  want- 
ed to  know  when  the  company  would 
replace  its  "amateur"  executives  with 
professional  managers.  McDonnell 
laughed  nervously.  "I  thought  of  giving 
this  one  to  Gerry,"  he  joked,  referring  to 
President  Gerald  A.  Johnston. 


gang  H.  Demisch,  an  analyst  at  UBS  Se- 
curities Inc. 

Meanwhile,  McDonnell's  commercial- 
aircraft  business  is  staggering  under  the 
weight  of  an  order  book  that's  too  full. 
With  orders  for  597  of  its  MD-80  and 
MD-11  jetliners,  McDonnell's  huge  trans- 
port-aircraft plant  in  Long  Beach,  Calif., 
is  booked  solid  into  the  mid-1990s.  But 
thanks  to  a  bloated  cost  structure,  soar- 
ing training  costs,  and  the  high  develop- 
ment expenses  of  the  new  MD-U  wide- 
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COMMERCIAL  ORDERS 
OUTSTRIP  DEFENSE... 


McDonnell  douglas' 
backlog  of  firm  orders 


i  I 


■85        '86  S/ 
▲  BILLIONS  Of  DOLLARS 

...BUT  THEY  HAVEN'T 
REPLACED  THE  PROFITS 

OPERATING  RESULTS 
OF  MAJOR  UNITS 

■  COMBAT  AIRCRAR 


400- 


BUILDiNC. 


I  t^.^H  MAS  HALVED  ITS  ORDER 


▲  MILLIONS  OF  DOLURS 

DATA.  COMPANY  REPORTS 


60%  of  McDonnell's  sales  and  80% 
earnings,  will  be  more  painful  than  fc 
smaller  contractors.  And  while  Dougla 
nearly  $30  billion  commercial-plane  bad 
log  shows  it  has  the  potential  to  offsc 
future  declines  in  combat-aircraft  eari 
ings,  its  $306  million  in  operating  loss 
over  the  past  five  quarters  reveals  ju; 
how  difficult  it  will  be  to  tap  that  pote 
tial.  "The  issue  is,  can  we  convert  th; 
backlog  into  profitable  sales?"  says  tl 
chairman.  "We  haven't  proven  that  yetj 
COSTLY  GLITCHES.  Such  caution  is  a  fi 
cry  from  the  1980s,  when  fat  defen; 
profits  enabled  McDonnell  to  shrug  o: 
earnings  hits  from  ill-fated  forays  ini| 
drug  processing,  hospital  manageme: 
and  computer  services.  But  Cheney's  dj 
cision  last  week  to  cut  the  number  of  '  fsesi 
17  airlifters  the  Pentagon  will  buy  fro  Wfst 
McDonnell  by  nearly  507o  and  to  pos  m% 
pone  production  of  the  Air  Force's  A  eeart 
vanced  Tactical  Fighter  has  hig  irlspE 
lighted  the  fragility  of  McDoftfmi 
nell's  defense  core.  "The  rock 
McDonnell's  business  could  tu*  px 
out  to  be  a  small  stone,"  sa;  im.i 
Howard  A.  Rubel,  a  defense  an 
lyst  at  C.  J.  Lawrence,  Morgj 
Grenfell  Inc.  irbtai 
The  company's  executives  a  iisthi 
scrambling  to  rehabilitate  Dou  ndf 
las,  which  has  been  plagued  \ 
costly  manufacturing  glitches,  la  m 
deliveries,  and  low  prices  for  j(  sitlie 
liners  sold  during  the  mid-198  aiise  t 
aircraft-order  slump.  Douglas  i  ini 
stalled  a  new  president  last  ye£ 
and  the  company  embarked  on 
radical  reorganization  that  elinptitfor 
nated  four  reporting  layers  and  :  iiiru 
less  than  2,000  managers.  Evi 
manufacturing  workers  have  bei 
reorganized  into  teams  to  impro  m\V. 
productivity.  (iiioi] 
There  have  been  small  signs  gtiwiK 
progress.  The  last  MD-80  deliveri  .Jtlir,iii, 
in  1989  took  100  days  to  assemb 
compared  with  160  days  for  plan 
built  earlier  in  the  year.  And  Jol  ij] 
McDonnell  promises  that  price  i  msoivfr 
creases  will  substantially  bolst 
Douglas'  performance  by  1992.  stfiarii 
Still,  Wall  Street  isn't  convince 


Good  humor  has  been  pretty  scarce  at 
the  St.  Louis-based  defense  contractor 
lately.  Pentiigon  funding  for  three  of 
McDonnell  Douglas  Corp.'s  major  de- 
fense programs — the  F-15  fighter,  the 
Harrier  combat  plane,  and  the  Apache 
helicopter— is  slated  to  expire  after  1991. 
And  Is  in  several  new  aircraft  pro- 
grams, .snnounced  Apr.  26  by  Defense 
Secretary  iii'-hard  B.  Cheney,  skimmed 
off  billions  in  potential  McDonnell  sales. 
"The  scale-back  of  existing  programs  is 
going  to  bring  some  pain,"  says  Wolf- 


body,  McDonnell's  Douglas  Aircraft  Co. 
is  bleeding  red  ink.  On  Apr.  26,  Douglas 
announced  that  3,000  salaried  workers 
will  be  furloughed.  Says  the  chairman,  a 
son  of  the  company's  founder:  "We  see 
ourselves  at  the  bottom  right  now." 

Few  other  weapons  makers  are  in  a 
strategic  position  as  vexing  as  McDon- 
nell's. As  the  largest  U.  S.  defen.se  con- 
tractor, McDonnell  is  more  exposed  to 
Pentagon  budget  woes  than  any  other 
company.  So  weaning  itself  from  the 
federal  trough,  which  provides  roughly 


McDonnell's  shares  continue 


hover  around  50 — ^just  above  the  stool 
52-v/eek  low  and  40%  below  its  book  v. 

-because  of  concerns  that  McDonn 
won't  receive  faa  certification  to  begA.,]]^  ^ , 
delivering  its  MD-11  this  year  and  W(  f,>tt!ie 
ries  over  the  company's  future  proi 
ability.  "The  stock  is  mispriced  todaj  i^^^ 
says  C.J.  Lawrence's  Rubel,  "but  t 
problem  is  that  nobody  knows  whi 
way."  That's  a  pretty  good  gag  line  ij^'i^jj 


but  don't  expect  McDonnell  to  add  it 
his  repertoire 

By  James  E.  Ellis  in  St.  Loi 


Hot 
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Commentary /by  Howard  Gleckman 


THE  TREASURY  HAS  FIHALLY  BORROWED  ITSELF  INTO  A  CORNER 


For  most  of  the  past  decade,  it  was 
easy.  The  federal  government 
spent  as  much  as  it  wanted.  And 
e  credit  markets  cheerfully  provided 
e  cash,  whether  it  was  to  buy  new 
rhter  planes  or  to  bail  out  savings 
id  loans.  But  in  recent  weeks,  things 
,ve  changed.  Faced  with  an  unexpect- 
flood  of  government  borrowing, 
ind  buyers  are  crying,  "Enough!" 
Yields  on  Treasuries  are  surging.  On 
ay  1,  30-year  Treasury 
iuds  were  up  to  9.04%,  the 
ghest  in  a  year  (chart).  And 
terest  rates  on  business 
rrowing  and  home  mort- 
iges  are  following  the  up- 
ird  spiral.  Home  mortgages 
e  firmly  in  double  digits, 
id  some  small  businesses 
e   getting   squeezed  by 


The  Treasury  is  asking  buyers  to  ab- 
sorb billions  in  new  paper  just  when 
demand  has  chilled.  Foreigners,  who 
have  been  bankrolling  the  U.  S.  for 
years,  can  no  longer  be  counted  on  to 
buy  low-rate  Treasuries.  There's  no 
sign  of  the  long-feared  Japanese  exo- 
dus from  the  U.  S.  market,  but  a  weak 
yen  and  rising  rates  at  home  have 
curbed  Japanese  investors'  appetite  for 
Treasuries.  Add  market  worries  about 


,nkers,  who  are  reluctant  to 
ovide  long-term  loans  at 
y  price.  Who's  to  blame? 
arket  analysts  say  one  cul- 
it  is  the  Treasury's  insatia- 
3  need  for  cash. 
In  March  alone,  the  govern- 
snt  borrowed  $56  billion, 
id  the  news  may  get  worse, 
jcause  both  corporate  and 
dividual  tax  receipts  have 
en  lower  than  expected  and  spending 
,s  been  higher,  the  official  budget 
ficit  for  fiscal  1990  could  easily  top 
60  billion.  Add  to  that  the  staggering 
f-budget  sums  the  government  must 
ise  for  the  S&L  bailout,  and  total  gov- 
nment  borrowing  this  year  could  top 
00  billion,  the  highest  in  four  years. 
iO  TIMING.  The  money  just  keeps  slip- 
ng  through  Uncle  Sam's  fingers.  The 
)vernment  will  have  to  borrow  as 
uch  as  $45  billion  from  April  through 
ine  just  to  shut  down  another  batch 

insolvent  thrifts.  On  May  2,  the 
■easury  announced  it  would  raise 
ore  than  $30.5  billion  to  fund  the  gov- 
nment  through  June.  Some  of  that 
ill  go  to  the  S&L  bailout,  too.  Another 
g  chunk  will  help  make  the  $17.5  bil- 
in-a-month  interest  payment  on  the 
:  trillion  debt — an  ever  growing  obli- 
ition.  In  all,  private  market  analysts 
:pect  the  U.  S.  to  borrow  $140  billion 
ore  by  year's  end.  And  that  doesn't 
elude  the  tens  of  billions  a  year  in 
Lgency  paper"  the  government  floats 

subsidize  everything  from  student 
ans  to  home  mortgages. 
This  huge  supply  of  government 
!bt  is  coming  at  an  unfortunate  time. 


SECRETARY  BRADY:  LOTS  OF  NEW  PAPER  TO  SELL,  BUT  FEW  TAKERS 


U.  S.  inflation  as  the  economy  seems  to 
be  strengthening,  and  the  Treasury  is 
selling  into  a  buyer's  market  (page  57). 

The  Federal  Reserve  might  help  the 
Treasury  by  tightening  monetary  poli- 
cy a  bit.  That  could  ease  inflation  fears 
and  give  Treasury  some  latitude.  "This 
is  a  critical  week,"  says  American  En- 
terprise Institute  economist  John  Ma- 
kin.  "The  Fed  has  to  tighten.  If  supply 
is  heavy  and  rising  and  the  central 
bank  is  perceived  to  be  losing  its  grip 
on  inflation,  you're  going  to  lose  your 
buyers." 

There's  a  rub. 
Such  a  move  would 
be  music  to  the  ears 
of  the  Treasury's 
debt  managers.  But 
it  wouldn't  do  much 
for  their  boss.  Sec- 
retary Nicholas  F. 
Brady,  who  fears 
higher  rates  will 
choke  off  the  expan- 
sion and  has  been 
lobbying  for  easier 
monetary  policy  for 
more  than  a  year. 
Nor  will  executives 


THE  RATE  RISE 
IS  GATHERING  SPEED 
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and  homebuyers  who  must  borrow  to- 
day be  pleased.  That's  the  trouble  with 
an  economic  policy  that  banks  so  heavi- 
ly on  the  Fed.  It  means  that  the  only 
way  to  slow  the  rise  of  long-term  rates 
is  to  raise  short-term  rates. 
TROUBLE  IS  BACK.  What  does  all  this 
bode  for  the  future?  Nothing  good,  say 
many  money-market  economists.  The 
biggest  risk  is  that  the  Treasury's  mas- 
sive borrowing  needs  will  continue  to 
drive  up  rates,  even  if  eco- 
nomic growth  stalls.  After  all, 
almost  everyone  predicted 
lower  rates  early  this  year  af- 
ter the  economy  flattened  out 
in  late  1989.  Rates  rose  in- 
stead, and  that  troublesome 
bit  of  history  may  repeat  it- 
self. "Even  if  the  economy 
slows  down,"  says  Dean  Wit- 
ter Reynolds  Inc.  economist 
William  V.  Sullivan  Jr.,  "pres- 
sure on  credit  won't  ease,  be- 
cause Treasury  demand  won't 
let  up." 

In  the  mid-1980s,  many 
economists  glumly  predicted 
that  the  government  would 
have  to  borrow  so  much  to 
support  its  spending  that 
there  would  be  no  money  left 
over  for  business  and  individuals.  This 
"crowding  out"  never  materialized  be- 
cause foreign  investors,  who  had  made 
billions  of  dollars  exporting  to  Ameri- 
ca, were  only  too  happy  to  lend  them 
back. 

At  least  for  now,  many  of  those  buy- 
ers are  gone.  Neither  Congress  nor  the 
Administration  will  take  decisive  action 
to  cut  the  deficit.  And  there  is  no  sign 
that  the  government's  need  to  finance 
the  S&L  bailout  will  abate  any  time 
soon.  That  indicates  the  Treasury's 
hunger  for  cash  will 
grow,  at  least  for 
the  rest  of  1990. 

Add  it  up,  and 
what  does  it  mean? 
The  markets  at  last 
seem  to  be  signal- 
ling the  end  of 
"don't  worry,  be 
happy"  fiscal  policy. 
President  Bush  may 
be  able  to  hold  the 
line  against  a  tax  in- 
crease, but  there's 
still  a  price  to  be 
paid — and  we're  all 
paying  it. 
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TAKEOVERS  I 


THE  MERGER  PARADE 
RUNS  INTO  A  BRICK  WALL 


Stn 


't  tough  to  do  deals,  and  the  courts  back  them  up 


1-  ^  ■'fl.'^'j^Ca  -j^cwAs' 

A  SANTA  MONICA  LUCKY  STORES  OUTLET:  THE  CHAIN  HAS  BEEN  SPARED  BY  THE  SUPREME  COURT 


It  has  been  a  rotten  year  for  mergers. 
The  junk-bond  market  has  collapsed, 
interest  rates  are  rising,  and  two  key 
states  have  passed  super-restrictive  anti- 
takeover laws.  But  just  when  Wall 
Street's  dealmakers  thought  it  couldn't 
get  any  worse,  the  Supreme  Court 
jumped  in.  On  Apr.  30,  a  unanimous 
court  gave  state  governments  and  pri- 
vate parties  the  same  power  as  the  fed- 
eral government  to  bust  up  mergers 
that  reduce  competition. 

For  increasingly  activist  state  regula- 
tors, the  Supreme  Court's  ruling  in  a 
California  case  may  represent  the  knock- 
out punch  they've  long  sought  to  deter 
hostile  corporate  raids.  State  officials, 
allied  with  management  and  organized 
labor,  have  Itlamed  the  merger  wave  for 
lost  jobs  and  tax  revenues  and  higher 
consumer  prices.  More  than  30  states 
filed  briefs  supporting  California  Attor- 
ney General  John  Van  dc  Kamp's  effort 
to  block  a  grocery-chain  merger,  and  ex- 
perts expect  a  rash  of  slate  moves  to 
shield  local  companies  from  raids.  The 
ruling  "greatly  politicizes  the  takeover 
process,"  complains  New  York  attorney 
Lewis  A.  Kaplan,  whose  clients  include 
such  raiders  as  Saul  P.  Steinberg. 

The  decision  heightens  uncertainty  for 
business  in  an  already  wary  merger  en- 
vironment. Particularly  irksome  to  deal- 
makers  is  that  the  1988  merger  of  Amer- 


ican Stores  Co.  and  Lucky  Stores  Inc. 
already  had  been  approved  by  the  Feder- 
al Trade  Commission  before  Van  de 
Kamp  filed  suit.  The  PTC  had  required 
the  divestiture  of  37  stores,  but  that 
wasn't  enough  for  Van  de  Kamp,  a  con- 
sumer advocate  and  Democratic  guber- 
natorial candidate  who  vows  to  use  the 
court's  ruling  to  begin  "putting  the 
brakes  on  merger  mania."  He  argued 
that  the  merger  of  American  Stores,  Cal- 
ifornia's fourth-largest  chain,  and  Lucky 
Stores,  the  state's  largest,  would  raise 
food  prices  by  $400  million  a  year.  The 
stores  promised  $50  million  in  savings 
via  efficiencies. 

The  trial  judge  ordered  the  chains  to 
be  kept  separate,  but  a  federal  appeals 
court  ruled  that  was  tantamount  to  di- 
vestiture, which  only  federal  regulators 
could  seek.  In  an  opinion  by  Justice  John 
Paul  Stevens,  the  court  reversed  the  ap- 
peals panel,  noting  Congress'  "clear  in- 
tent to  encourage  vigorous  private  litiga- 


Califomia  Attorney  General 
Van  de  Kamp  vows  to  use  the 
court's  ruling  to  begin  'putting 

the  brakes  on  merger  mania' 


tion  agamst  anticompetitive  mergers 
With  state  officials  now  posing  a  great 
threat  to  deals,  the  court's  ruling  "repr 
sents  a  vote  for  balkanization"  of  an 
trust  enforcement,  argues  James 
Blair,  general  counsel  of  Tyson  Fooi 
Inc.,  which  won  a  nasty  takeover  batt 
with  Holly  Farms  Foods  Inc.  last  yes 
And  since  the  court's  decision  extends 
private  parties,  "it  will  be  a  potent  we 
on  in  the  hands  of  competitors,"  says 
former  Justice  Dept.  official. 

The  high  court's  decision  came 
state  officials  were  attacking  takeovi 
from  yet  another  angle.  Just  before  t 
ruling.  Democratic  governors  in  Pe 
sylvania  and  Massachusetts  signed  t 
of  the  nation's  toughest  antitakeo 
laws.  Spurred  by  a  hostile  bid  for  An 
strong  World  Industries  Inc.,  Pennsyl 
nia  Governor  Robert  P.  Casey  approvj 
a  ground-breaking  statute  on  Apr 
The  measure  requires  raiders  to  d 
gorge  profits  made  from  selling  th( 
stock  within  18  months  of  any  fail 
takeovers  of  local  companies.  Days  eai 
er,  Massachusetts  Governor  Michael 
Dukakis  signed  into  law  a  measure  m; 
dating  staggered  board  terms,  whi 
makes  it  harder  for  dissidents  to  g; 
control  of  a  corporate  board.  The  stj 
legislature  acted  at  the  behest 
Worcester-based  Norton  Co.,  which  vAc': 
trying  to  ward  off  an  unfriendly  ofJ  ±i 
from  BTR  PLC.  After  the  law  was  pass( 
Norton  turned  around  and  agreed  to 
acquired  by  Saint-Gobain  for  $L9  billi( 
ON  THE  WANE.  Other  parts  of  the  n( 
laws  let  directors  consider  the  concerpc:' 
of  communities,  consumers,  and  worki 
as  well  as  investors.  By  subordinati  k: 
shareholders'  rights,  argues  Nell  Mine 
a  Washington  (D.  C.)  consultant  to  ins  tat 
tutional  investors,  the  new  laws  rep 
sent  "the  partial  nationalization 
corporations." 

The  new  statutes  will  face  legal  eh 
lenges,  of  course.  Several  Armstro 
shareholders  already  have  filed  suit  c^pfr^.: 
the  Pennsylvania  law,  which  they  ci 
tend  violates  interstate  commerce  la 
and  free-speech  rights.  They  have 
support  of  Securities  &  Exchange  Cc 
mission  Chairman  Richard  C.  Breed 
who  believes  the  statute  improperly 
sulates  management  and  boards  fr 
shareholders." 

These  moves  are  late,  though,  as  ta  n^jj^ 
overs  already  are  waning.  The  value 
announced  deals  plunged  38%  in  the  fi 
quarter,  and  the  number  of  deals 
137-,  says  W.  T.  Grimm  &  Co.,  a  divis 
of  Merrill  Lynch  &  Co.  But  if  the  cou 
once  again  side  with  the  states  and 
hold  the  antitakeover  laws,  executi 
may  find  that  the  place  to  close  de 
isn't  on  Wall  Street  but  in  statehous' 
By  Dean  Foust  and  Tim  Smart  in  Washing 
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LL  STREET 


LHEREN,  BOESKY,  AND  ICAHN:  MULHEREN  FACES  FRAUD  AND  CONSPIRACY  CHARGES 


ND  NOW,  IVAN  BOESKY 
-THE  WITNESS 


le  convicted  arb  will  testify  against  John  Mulheren,  a  former  friend 


van  F.  Boesky  was  never  one  to  let 
information  go  to  waste.  Back  in 
May,  1982,  the  notorious  stock  mar- 
,  crook  read  an  interview  in  The  Na- 
nal  Law  Journal.  It  featured  Thoni- 
P.  Puccio,  a  former  Abscam 
isecutor  who  had  just  hung  out  his 
ngle  as  a  defense  lawyer  for  those 
used  of  white-collar  crimes.  Boesky 
)ped  the  article  and  wrote  on  it:  "To 
search  Dept.  File  Under  'Important 
wyers.'  "  Now,  with  the  May  14  open- 
■  of  the  feds'  case  against  former  arbi- 
geur  John  A.  Mulheren,  Boesky  is 
)ut  to  cross  paths  with  Puccio.  But 
ir  meeting  probably  won't  be  what 
2sky  had  in  mind. 

the  government's  star  witness, 
3sky  will  face  grueling  cross-examina- 
1  by  Puccio — Mulheren's  defense  law- 
•.  Charged  with  42  counts  of  conspira- 
and  fraud,  Mulheren  faces  up  to  210 
irs  in  prison  and  $10.5  million  in  fines. 
5  trial  in  federal  court  in  Manhattan 
lid  last  four  to  six  weeks. 
EETHEART  DEAU.  The  charges  depict 
Iheren,  40,  a  wealthy  Rumson  (N.J.) 
ck  speculator,  as  a  free-wheeling 
der.  Prosecutors  allege  that  from 
5  to  1987,  Mulheren  conspired  with 
isky  to  illegally  manipulate  stock 
;es  and  "park"  securities  in  an  effort 
help  Boesky  evade  taxes  and  defeat 
limum-capital  requirements  for  bro- 
-dealers.  In  return,  Mulheren  is  al- 
ed  to  have  obtained  "nonpublic  infor- 


mation of  substantial  value"  to  his  risk 
arbitrage  firm. 

But  Boesky  is  the  main  reason  Mul- 
heren's case  is  important  to  Wall  Street. 
Coming  'iVi  years  after  his  sweetheart 
plea  bargain,  Boesky's  testimony  marks 
the  first  time  the  government's  deal 
with  him  will  be  tested  publicly.  He  also 
fingered  Michael  R.  Milken,  the  fallen 
junk-bond  king.  But  since  Milken  plead- 
ed guilty  to  six  felonies  and  his  case 
won't  be  going  to  trial,  the  public  will 
never  know  whether  Boesky  delivered 
the  knockout  punch.  For  investors  lodg- 
ing civil  suits  against  Boesky,  the  Mul- 
heren trial  will  also  offer  a  preview  of 
what  they  can  expect  from  the  convicted 
arb  as  a  witness  in  depositions. 

There  could  be  fireworks.  Mulheren's 
lawyers  have  spent  the  past  eight 
months  hunting  for  skeletons  that  might 
impeach  Boesky's  credibility.  Based  on 
their  findings,  defense  lawyers  are  ex- 
pected to  ask  Boesky  if  he  hid  assets  in 
Europe  when  negotiating  his  plea  bar- 
gain. They'll  also  ask  about  his  dealings 


Bruce  Springsteen, 
a  pal  of  Mulheren 
may  appear 
as  a  character  witness 


on  behalf  of  raider  Carl  C.  Icahn.  While 
his  lawyer  denies  it,  Icahn  is  said  by 
others  close  to  the  case  to  be  the  un- 
named investor  mentioned  in  the  indict- 
ment who  benefited  in  1985  from  Boesky 
and  Mulheren's  alleged  manipulation  of 
Gulf  &  Western  Inc.  stock.  Icahn  hasn't 
been  accused  of  any  wrongdoing. 

Mulheren  gained  notoriety  in  Febru- 
ary, 1988,  when  local  police  arrested  him 
as  he  was  pulling  out  of  the  driveway  of 
his  mansion.  He  had  army  fatigues  and 
a  loaded  Israeli  assault  rifle  in  the  back 
seat  of  his  Mercedes-Benz,  and  police 
say  he  intended  to  shoot  Boesky  and  his 
top  trader.  Mulheren's  lawyers  tied  the 
incident  to  a  stomach  problem  that  had 
forced  him  to  stop  taking  lithium,  a  drug 
used  to  control  manic  depression. 

County  prosecutors  eventually 
dropped  New  Jersey  weapons  charges  in 
exchange  for  Mulheren's  promise  to 
serve  100  hours  of  community  service 
and  complete  a  three-year  pretrial  proba- 
tionary program.  He  entered  the  pro- 
gram in  early  April.  But  last  June,  fed- 
eral prosecutors  lodged  charges  against 
Mulheren,  a  general  partner  and  chief 
trader  of  now-defunct  Jamie  Securities 
Co.,  and  Leonard  L.  DeStefano,  34,  a 
trader.  DeStefano  is  charged  with  three 
counts  of  conspiracy  and  fraud  and 
faces  a  maximum  of  15  years  in  jail  and 
fines  totaling  $750,000.  Both  defendants 
have  pleaded  not  guilty.  Mulheren,  who 
has  since  formed  a  trading  firm,  J&B 
Securities  Inc.,  "never  knew  Boesky  was 
a  crook,"  Puccio  claims.  DeStefano's 
lawyer,  Thomas  Fitzpatrick,  says  DeSte- 
fano "wasn't  involved  in  any  wrongful 
conduct,  if  any  was  going  on." 
'A  ZOO.'  As  for  Boesky,  the  case  contains 
some  odd  twists  for  Mulheren.  The  de- 
fendant, who  counts  rock  star  Bruce 
Springsteen  among  his  pals,  was  once  a 
confidant  of  the  government's  star  wit- 
ness. Mulheren  was  even  named  trustee 
for  Boesky's  children.  The  office  of  the 
U.  S.  Attorney  in  New  York  that  is 
bringing  the  case  is  headed  now  by  Mul- 
heren's former  lawyer;  Otto  G.  Ober- 
maier.  Mulheren  switched  lawyers  after 
Obermaier  suggested  a  settlement,  say 
people  close  to  the  case.  Obermaier  has 
excused  himself  from  the  prosecution. 

To  bolster  their  case,  prosecutors  are 
expected  to  put  some  of  Mulheren's  em- 
ployees on  the  witness  stand.  The  gov- 
ernment will  allege  that  they  handled 
the  paperwork  stemming  from  the  ille- 
gal schemes.  The  defense  may  bring  in 
Springsteen  as  a  character  witness.  But 
Boesky  will  be  the  main  attraction,  and 
his  courtroom  debut  should  draw  a  big 
crowd.  "I  bet  it  will  be  a  zoo,"  says  John 
K.  Carroll,  a  top  prosecutor  in  the  Mil- 
ken case  who  expects  to  stop  by.  Now 
that  Milken  isn't  going  to  trial,  Mulher- 
en's case  looks  like  the  main  event. 

By  Michele  Galen  in  New  York 
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iSEMENT? 


With  Ed  E:.Der  gone,  working  the  bugs  out  of  dBase  IV  is  liis  job  now 


B  II  Ash  ion -Tate's  high-flying  days, 
f  'hairman  Edward  M.  Esber  Jr.  and 
W  his  executives  used  to  relax  by  play- 
iiig  ;i  board  game  called  "Risk."  The 
object:  to  take  over  the  world  by  expel- 
ling competing  players  from  their  terri- 
tories. Now,  Esber  has  found  out  just 
how  painful  an  ouster  can  be. 

On  Apr.  30,  after  five  years  at  the 
helm,  Esber,  37,  was  abruptly  replaced 
as  chairman  and  CEO.  With  its  market 
share  and  revenues  shrinking — and  re- 
cent losses  of  $41  million — the  company 
had  to  do  something.  Particularly  since 
it  has  yet  to  deliver  a  reliable  upgrade 
for  dBase,  the  aging  product  that  put 
Ashton-Tate  on  the  map. 
NEW  DELAY?  But  those  are  William  P. 
Lyons'  problems  now.  He'll  serve  as 
president  and  chief  operating  officer 
with  outside  director  Carmelo  J.  Santoro, 
CEO  of  Silicon  Systems  Inc.,  as  chairman. 
The  CEO  slot  will  remain  vacant  for  the 
present.  A  19-year  IBM  veteran,  Lyons 
landed  at  Ashton-Tate  just  18  months 
ago.  "I  have  two  priorities,"  he  says.  "A 
return  to  profitability  and  1.1." 

That's  dBase  IV,  version  1.1,  the  soft- 
ware that's  supposed  to  fix  the  now- 
legendary  bugs  in  the  first  release  of 
dBase  IV.  Launched  with  fanfare  in  Oc- 


LYONS:  THE  COMPANY  IS  NOT  FOR  SALE 


tober,  1988,  the  $795  dBase  IV  quickly 
proved  slow  and  unreliable.  Esber  prom- 
ised a  prompt  replacement.  But  a  wave 
of  staff  departures  shredded  the  time- 
table; Version  1.1  is  still  just  a  promise. 

Lyons  will  not  say  when  the  Torrance 
(Calif.)  company  plans  to  ship  the  re- 
vised program,  and  analysts,  who  had 
expected  it  by  June,  now  figure  that 


Esber's  departure  may  well  signal  an- 
other delay. 

Meanwhile,  customers  are  driftingi 
away  to  competing  products.  "Ashtoni 
Tate  has  lost  its  franchise,"  says  Averj-j 
More,  president  and  CEO  of  CompuCo 
Systems  Inc.,  a  computer  retail  chai: 
based  in  Dallas.  Indeed,  researcher  In 
ternational  Data  Corp.  figures  that  Ash 
ton-Tate's  market  share  has  fallen  t( 
40%,  down  from  roughly  68%  in  1985 
Version  1.1  is  "not  likely  to  increaS' 
Ashton-Tate's  market  share,"  says  Mi' 
crosoft  Corp.  Chairman  William  H 
Gates  III,  who  recently  ended  a  distribu- 
tion deal  with  the  company.  "But  it  wil 
stop  the  erosion." 

'MARKETING  GUY.'  Whether  the  45-year| 
old  Lyons  can  revive  Ashton-Tate  afte: 
he  moves  to  headquarters  is  still  a  ques 

tion.  Lyons  has  rebuilt  the  developmen  !i  

unit  for  Ashton-Tate's  secondary  prod 
ucts,  such  as  word-processing  programs 
Still,  "the  problem  Ashton-Tate  has  ha(.._, 
is  technology,"  says  Philippe  Kahn,  pres  MR] 
ident  of  competitor  Borland  Internation  .  .| 
al.  "But  Lyons  is  a  marketing  guy,  not  i  Qll 
technology  guy."   

There's  always  the  chance  of  mori^^.j^^. 
change.  Although  Lyons  denies  tha  •  • ' 
Ashton-Tate  is  for  sale,  he  admits  he  ha  llhi 
talked  to  PaineWebber  Inc.  about  a  pos  Ula 
sible  deal.  The  company  does  have  somMW  .\ 
attractive  assets,  including  more  thai  rrand  n 
$100  million  in  cash,  a  2.3  million-custon:  n 
er  list,  and  solid  distribution  pacts.  fam 

It's  more  likely,  though,  that  Lyon  uikt 
will  keep  his  hot  seat  at  Ashton-Tate 
Apparently,  he's  a  "Risk"  fan,  too. 

By  Larry  Armstrong  in  Los  Angelet 
with  Richard  Brandt  in  San  Francisco 


1t>  real 


MAKING  THE  UNDRINKABLE  THINKABLE 


The  dairy  industry  likes  to  boast 
that  milk  does  a  body  good.  But 
nearly  .50  million  Americans  have 
trouble  digesting  it.  Dean  Foods  Co., 
the  second-largest  U.  S.  dairy,  after 
Borden  Inc.,  says  it  can  solve  that 
problem.  On  May  2,  Dean  began  rolling 
out  Easy  2%-,  a  low-fat  milk  that  con- 
tains 70%'  less  lactose,  a  troublesome 
sugar  that's  the  culprit  of  most  milk- 
digestion  problems. 

One  in  five  Americans  certainly 
sounds  impressive.  But  Alan  Kliger- 
man,  chairman  of  low-lactose  milk  lead- 
er Lactaid  Inc.  notes  that  the  market 
for  such  milk  "is  a  fraction  of  l%"  of 
the  $26  billion  U.  S.  fluid  milk  market. 
Dean  doesn't  dispute  the  market's  size 
but  insists  it's  on  to  something  big. 

To  introduce  Easy  2%  in  a  nine-city 
trial,  Dean  will  spend  $1  million  in  the 


next  three  months  to  put  up  billboards 
and  air  radio  spots  in  both  English  and 
Spanish  heralding  the  "Moo  and  Im- 
proved" milk.  Dean  sees  minorities  as 
a  major  target:  Lactose  intolerance  af- 
fects three  of  every  four  blacks  and 
half  of  all  Hispanics,  vs.  21%  of  all 
whites  (table).  And  studies  show  that 
many  minorities  con- 
sume less  than  the 
recommended  dietary 
allowance  of  calcium. 

Like  similar  prod- 
ucts. Easy  2%  is  made 
by  adding  lactase — 
the  enzyme  that 
breaks  down  lactose — 
to  milk.  Unlike  its 
competitors,  though, 
Dean  does  not  ultra- 
pasteurize  its  milk. 


EASY  2%'s 
MARKET  PROFILE 


Percentages  of  lactose  intolerance 

within  various  racial /ethnic 

groups 

in  North  America 

NATIVE  AMERICANS 

79% 

BLACKS 

75% 

HISPANICS 

51% 

WHITES 

21% 

This  makes  for  a  fresher  taste,  Dean 
claims.  And  a  gallon  of  Easy  2%  will 
sell  for  about  10%  more  than  whole  es 
milk— half  the  premium  charged  by 
Lactaid. 

Dean  has  done  well  swimming ! 
against  the  tide  before.  It  largely  es 
chews  premium-priced  goods  in  favor 
of  selling  private-label  food  items  to 
supermarkets.  Those  products  will  ab, 
bring  in  55%  of  Dean's  estimated  $1.93 
billion   in   sales   for   fiscal  1990, 

which  ends  on  Mayjij^ 
31.  Operating  profits  jg 
will  climb  5%.  to  $57.6 
million,  figures  Clare 
W.  Zempel,  an  analyst  at] 


lion  coffiii 
ul  512.] 
froiti  \ 
*  1h. 
Slates  of 


DATA:  AMERICAN  JOURNAL  Of  CLINICAL 
NUTRITION.  (OaOBER,  1988) 


siiiiaries  1 


with  Milwaukee's  Rob 
ert  W.  Baird  &  Co, 
Dean  has  shown  be^ 
fore  that  it  kno 
a  cash  cow  when  H 
finds  one. 


Jtii  Irisiir; 
ttTTlEll.) 

' 

By  Lois  Therrien  ift'Hs^'^^ 
Chicago 
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STIGATIONSI 


ER  MANLEY,  AMBASE'S  DEBT  SOARED  FROM  $94  MILLION  IN  1985  TO  $479  MILLION  IN  1989 


MBASE'S  SHAREHOLDERS 
DN'T  THINK  IT  SHARED  ENOUGH 


say  Marshall  Manley  and  his  mentor  exploited  the  company 


¥hen  Marshall  Manley  left  his 
law  firm  to  become  chief  of 
AmBase  Corp.  in  1985,  he  had 
rand  vision  for  the  conglomerate, 
I  known  as  Home  Insurance  Group. 
Base  would  become  a  financial  su- 
narket  to  rival  American  Express 
To  realize  his  dream,  the  lawyer- 
ed-executive  went  shopping,  doling 
$414  million  at  peak  prices  for  a 
:erage  firm  and  a  thrift, 
le  dream  has  turned  out  to  be  a 
■eholder's  nightmare.  During  Man- 
;  reign  as  president  and  CEO,  Am- 
3  shares  plummeted  from  a  peak  of 
in  1986  to  7  in  mid-March  of  this 
•,  when  he  resigned.  Of  AmBase's 
billion  investment  portfolio,  $440 
ion  consists  of  junk  bonds.  An  addi- 
al  $42.7  million  is  in  an  unsecured 
I  from  bankrupt  Drexel  Burnham 
ibert  Inc. — giving  AmBase  the  dubi- 
status  of  being  Drexel's  second-larg- 
creditor.  And  corporate  debt  soared 
a  $94  million  in  1985  to  $479  million 
989.  The  situation  has  grown  so  dire 
AmBase  is  selling  its  crown  jewels: 
ddiaries  Home  Insurance,  U.  S.  In- 
ational  Reinsurance,  and  Common- 
1th  Insurance. 

lATTLED.  Manley  no  longer  runs  Am- 
e  (he  remains  a  director  until  1991), 
the  furor  over  his  tenure  is  just 
inning.  Institutional  shareholders  are 
)aring  for  a  brawl  at  AmBase's  May 
.nnual  meeting.  The  Securities  &  Ex- 
nge  Commission  is  probing  the 
xel  loan,  says  AmBase  General 


Counsel  Bruce  W.  Bean.  And  Represen- 
tative John  D.  Dingell  (D-Mich.),  chair- 
man of  the  House  Energy  &  Commerce 
Committee,  has  asked  SEC  Chairman 
Richard  C.  Breeden  to  study  complaints 
by  a  Los  Angeles  stockbroker,  Rafi  M. 
Khan,  of  "possible  securities-law  viola- 
tions and  other  infractions"  by  Am- 
Base's management.  Dingell,  who  did  no 
independent  investigation,  wants  a  re- 
port by  May  31.  Says  Bean:  "We're  not 
even  the  least  bit  concerned"  about 
Khan's  charges  and  the  SEC  probe  that 
Dingell  requested. 

Shareholders  want  to  rid  the  15-mem- 
ber  board  of  Manley  and  Chairman 
George  T.  Scharffenberger,  as  well  as 
some  other  directors.  "The  stock  won't 
regain  its  luster  until  we  get  manage- 
ment with  some  integrity,"  says  Charles 
Mehlhouse,  managing  director  of  Texas 
Commerce  Investment  Management, 
which  owns  140,000  shares.  Manley  de- 
clined to  speak  to  BUSINESS  WEEK  on  the 
record,  but  Scharffenberger  says  he 
tried  to  enhance  shareholder  value. 

Mehlhouse  can't  hope  for  much  from 
the  annual  meeting,  at  which  five  direc- 


Manley  defends  his  record 
by  pointing  to  improved 
operating  income  and  the 
turnaround  of  a  subsidiary 


tors  are  seeking  reelection.  Even  if  insti- 
tutional shareholders  wanted  to,  they 
couldn't  offer  an  opposing  slate — it's  too 
late  to  propose  nominees.  Instead,  the 
institutions  plan  just  to  vote  no.  They 
see  little  chance  of  besting  management. 

In  a  farewell  letter  to  employees, 
Manley  defends  his  record  by  pointing  to 
Home's  turnaround,  which  boosted  Am- 
Base's operating  income.  AmBase's  per- 
share  results  jumped  from  a  net  loss  of 
$5.19  in  1985  to  a  net  profit  last  year  of 
$2.82.  Manley  blames  AmBase's  low 
stock  on  the  market's  negative  stereo- 
ty]3ing  of  its  Gruntal  &  Co.  brokerage 
subsidiary  and  its  New  Jersey-based 
thrift,  Carteret  Bancorp. 
HEFTY  PARACHUTES.  But  investors  aren't 
buying  that  line.  Their  distrust  of  Man- 
ley  and  Scharffenberger  began  back  in 
September,  1985,  when  City  Investing 
Corp.,  a  conglomerate,  was  spinning  off 
Home  Insurance  to  shareholders.  Six 
months  earlier,  Scharffenberger  had 
hired  Manley — his  personal  lawyer  in 
California — as  City's  CEO  and  president 
during  the  liquidation.  The  temporary 
assignment  freed  Scharffenberger  from 
the  posts.  He  then  stood  to  collect  $17.8 
million  in  severance  benefits  and  other 
payouts. 

After  the  liquidation,  Scharffenberger 
asked  Manley  to  run  Home  Insurance 
Group.  The  board  concurred,  but  only  if 
Scharffenberger  returned  as  chairman 
for  five  years.  Despite  his  inexperience, 
Manley's  pay  package  put  him  at  the  top 
of  the"  industry.  In  1989  he  earned  $1.94 
million,  plus  stock  options  and  other 
perks.  Scharffenberger  made  upward  of 
$1.54  million  in  1989.  Both  have  golden 
parachutes  that  ensure  five  years'  pay  if 
terminated,  plus  five-year  consulting 
contracts.  Given  the  company's  finances, 
that  arrangement  "appears  to  be  uncon- 
scionable," says  Robert  Lange,  senior 
vice-president  of  Lindner  Fund,  owner  of 
600,000  shares.  AmBase  says  Manley's 
severance  will  be  renegotiated  after 
Home's  sale. 

Manley  had  other  sources  of  income. 
In  1986  and  1987  he  collected  $1  million 
annually  from  the  law  firm  he  helped 
manage,  Finley,  Kumble,  Wagner,  Hei- 
ne, Underberg,  Manley  &  Casey,  now 
defunct.  Manley  says  the  money  repre- 
sents the  payout  of  his  equity  interest  in 
the  firm,  and  that's  what  he  told  Am- 
Base, say  Bean  and  Scharffenberger. 

That  "contention  is  preposterous," 
says  Jerome  Kowalski,  a  former  Finley 
partner  who,  with  other  junior  partners, 
is  battling  Manley  in  bankruptcy  court. 
They  claim  Finley's  partnership  agree- 
ment didn't  work  the  way  Manley 
claims,  and  that  the  firm's  capital  ac- 
count was  in  the  red  in  any  event.  They 
say  Manley  collected  10%  of  the  legal 
billings  he  steered  to  the  firm,  including 
about  $10  million  in  billings  annually 
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from  his  new  employer.  If  so,  investors 
contend,  the  money  in  effect  came  from 
AmBuse,  and  thus  should  have  been  dis- 
closed in  its  proxy.  Aml^ase  says  it  re- 
lied on  Manley's  representations. 

The  Drexel  loan  is  another  sore  spot. 
Last  August,  AmBase's  money-manage- 
ment arm  be.tmn  making  a  series  of 
overnight  loans  to  the  firm.  When 
Drexel  collapsed,  AmBase  got  caught 
with  the  unsecured  $42.7  million  loan,  at 
an  interest  rate  only  slightly  above  the 
oveniight  federal-funds  rate. 


The  timing  and  size  of  the  loan,  plus 
its  low  interest  rate,  triggered  an  outcry 
by  investors.  And  soon  after  Drexel  filed 
for  Chapter  11  in  February,  the  New 
Hampshire  Insurance  Dept.,  which  regu- 
lates Home,  began  peering  into  "every 
nook  and  cranny  to  see  if  they  could  find 
[an  undisclosed]  connection"  between 
Drexel  and  AmBase  management,  says 
a  source  close  to  AmBase  who  was  ques- 
tioned by  regulators.  AmBase  concedes 
the  loan  was  a  mistake  and  denies  any 
hidden  links  with  Drexel. 


AmBase  says  it  has  called  large  inven 
tors  and  is  proposing  a  shareholder  adv  ■ 
sory  board.  And  Scharffenberger  pn 
diets  that  he  and  Manley  will  b 
vindicated  when  the  insurance  comp; 
nies   fetch   a   high   price.   "We  wer 
through  this  with  City  Investing,"  h 
says.  "We're  going  right  through 
again."  Indeed,  shareholders  will  reap  {' 
special  dividend  if  the  sale  price  is  hig,;t 
enough.  But  many  don't  share  Schar!'. 
fenberger's  optimism. 

By  Michele  Galen  in  New  Yor\ 


SPORTS  BUSINESS  I 


A  HIGH-STAKES  RACE 
FOR  AH  AILING  TRACK 


Why  the  squabble  over  Bay  Meadows?  Its  acreage  is  worth  a  bundle 


It's  off-season  now  at  Bay  Meadows 
racetrack,  and  gusty  winds  from  San 
Francisco  Bay  howl  through  the 
empty  grandstand.  But  far  from  the 
track,  a  race  is  on  among  an  unlikely 
field  of  characters.  The  nominal  stakes: 
direction  of  the  $50  million  racing  opera- 
tion. The  real  prize:  control  over  175 
acres  of  prime  real  estate  in  one  of  the 
Bay  Area's  hottest  corridors.  The  con- 
flict is  covering  the  players  in  more  mud 
than  a  losing  jockey  sees  on  a  rainy  day. 

Like  the  rest  of  the  horse  racing  in- 
dustry. Bay  Meadows  has  seen  better 
days.  Attendance  at  the  56-year-old 
track  in  San  Mateo,  Calif.,  has  been 
plunging,  in  part  because  the  races  are 
simulcast  via  satellite  to  other  tracks. 
And  earnings  were  off  in  1989, 
dropping  427',  to  $2.5  million, 
on  nearly  flat  revenues  of  $48.5 
million. 

MUDDY  OVAL.  In  mid-April,  a 
group  of  shareholders  calling 
itself  the  Bay  Meadows  Stock- 
holders Committee  put  th' 
blame  for  these  ills  on  the  pooi 
management  of  Chief  Execu- 
tive James  P.  Conn.  The  group 
announced  it  would  seek  three 
seats  on  the  boards  of  the  two 
companies  that  run  the  track; 
California  Jockey  Club  Inc.,  a 
real  estate  investment  trust 
that  owns  the  land,  and  Bay 
Meadows  Operating  Co.  The 
companies  trade  as  a  unit  im 
the  American  Stock  Exchange'. 
The  slate  blames  Conn  for  ev- 
erything from  failing  to  stem 
bad  publicity  to  Bay  Meadows' 
perennially  muddy  track. 

But  apparently  the  dissidents 
underestimated  their  opponent. 


On  Apr.  26,  Conn  filed  a  lawsuit  seeking 
to  enjoin  the  proxy  solicitation  before 
the  May  17  annual  meeting.  And  the  suit 
made  some  startling  allegations.  Man- 
agement says  the  dissident  group  failed 
to  disclose  that  one  of  its  board  candi- 
dates, Louis  J.  Poletti,  is  a  convicted 
bookmaker.  The  company  claims  Polet- 
ti's  record  could  jeopardize  its  ability  to 
get  its  racing  license  renewed. 

The  suit  also  claims  that  Conn's  prede- 
cessor, Robert  S.  Gunderson,  a  commit- 
tee member,  repeatedly  breached  his  fi- 
duciary duties  when  he  ran  the  track 
from  1983  to  1988.  Gunderson  is  the  for- 
mer husband  of  Marilyn  Kyne  Gunder- 
son, whose  father  founded  the  track  in 
1934.  The  suit  charges  that  Robert  used 
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track  personnel  to  do  extensive  work  ot 
his  personal  property  and  that  he  witli 
held  information  that  his  son  Greg,  aii 
other  former  director,  had  abused  drugl 
and  misappropriated  corporate  assets.  - 
'REAL  ISSUES.'  The  dissidents  don't  denj 
the  allegations  but  say  amends  ha\l 
been  made.  "We're  focusing  on  the  re| 
issues,"  says  Gunderson.  Poletti  says 
has  made  no  secret  of  his  record  arl 
that  all  he  wants  "is  to  create  a  bettej 
racetrack."  Poletti  also  claims  the  diss 
dents  just  want  a  stronger  say  in  ma: 
agement.  Complains  Greg  Gunderso; 
who  is  not  even  involved  in  the  commi 
tee:  "There's  no  good  benefit  to  Be 
Meadows  shareholders  by  dragging  oi 
names  into  the  mud." 

An  over-the-hill,  $50  million  operatic 
seems  a  paltry  prize  until  you  consid( 
the  land  where  the  track,  grounds,  ar 
6,500-car  parking  lot  are  situated.  I 
book  value  is  $577,000,  but  the  raw  lai; 
alone  could  be  worth  well  in  excess  { 
$100  million,  say  several  local  real  esta 
experts.  Notes  real  estate  executive  a: 
Conn  supporter  Brian  Herrera,  whoi 
family  is  the  second-largest  sharehold* 
"This  whole  thing  is  backed 
the  value  of  this  land." 

Conn  denies  rumors  that  he] 
letting  operations  sag  to  ga, 
support  to  shutter  racing  a: 
exploit  the  real  estate.  He  sa; 
he's  determined  to  turn  B: 
Meadows  racing  around,  as  e 
denced  by  nearly  $1  million 
improvements  to  the  track  su! 
face  and  $7  million  spent  \ 
spruce  up  facilities.  He's  al: 
dead  set  on  keeping  contn' 
The  company  will  sper 
$400,000  on  the  proxy  fight. 

In  bygone  days,  such  celeb 
ties  as  Mickey  Rooney  and  J( 
tin'  Joe  DiMaggio  would  wa 
the  likes  of  Citation  and  Seab: 
cuit  thunder  down  Bay  Mea 
ows'  homestretch.  As  this  dr 
ma  plays  itself  out,  howevi 
the  mudslinging  is  soiling  ev( 
those  memories. 

By  Joan  O'C.  Hamilton  in  Si\ 
Mateo,  Calif. 
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[astman  Kodak  Company,  198't 


When  a  page  is  captured,  the  film,  camera, 
scanner,  chemicals  and  processor  are  likely  to 
be  from  Kodak.  As  are  the  experts  who 
stand  behind  them. 

Kodak  has  been  a  leader  in  film, 
chemical  and  processor  technology 
almost  since  there  was  a  graphic  art 
Now  we  are  leaders  in  electronics, 
easing  the  evolution  from  one  technology 
to  another  Whatever  the  product,  there  are 
always  Kodak  people  backing  it  up,  helping 
customers  ''get  it  right  the  first  t/me," 
sharing  knowledge.  And  there 
always  will  be. 

We  are  more  than  photographs.  We  are 
the  world's  premier  graphics  imaging  company 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960G. 


The  new  vision  of  Kodak 


PUBLIC  RELATIONS! 

WHEN  i 
COULi  4^ 


lIRM 

A  PR  FIRM 


Hill  &  Kjiowlton  admits  to  iniscues  on  its  antiabortion  assignment 


R 


John  Cardinal  O'Connor  of  New  York. 
■  Frederick  the  Great  said  he  could 
excuse  being  defeated  but  never  being 
surprised. ...  Use  "soft  soundings"  to 
gather  personalized  intelligence.  Di- 
lenschneider  says  he  spoke  with  key  em- 
ployees to  gauge  the  probable  response 
to  the  assignment  before  approving  it. 
But  other  employees  claim  no  opinions 
were  solicited,  and  some  assert  that  Hill 
&  Knowlton  badly  underestimated  the 


(Oberl  L.  Dilenschneider  metes  out 
kudos  and  criticism  with  equal  re- 
isolve  in  a  new  book  about  the 
l)ublic  relations  business.  The  chief  exec- 
utive of  Hill  &  Knowlton  Inc.  lauds  his 
clients'  good  public  relations  efforts  and 
skewers  those  he  considers  shoddy.  But 
one  PR  fiasco  you  won't  read  about  in 
Power  &  hifluence:  Mastering  the  Art 
of  Persuasion  is  the  Sturm  und  Drang 
generated  by  Hill  &  Knowlton's  newest 
assignment:   an  antiabortion 
campaign  sponsored  by  the 
National  Conference  of  Catho- 
lic Bishops. 

Since  taking  on  the  account 
in  March,  Dilenschneider  has 
found  himself  in  a  quagmire. 
The  decision  has  outraged 
many  of  the  firm's  1,850  em- 
ployees, prompting  at  least 
two  resignations.  It  has  led  an 
undisclosed  client  to  yank  an 
assignment,  and — worst  of  all 
for  the  world's  largest  public 
relations  firm — generated 
much  hostile  commentary  in 
the  press.  Concedes  Dilen- 
schneider: "We  did  a  bad  job 
handling  that  turn  of 
events — a  very  bad  job." 

For  this  avuncular  spin- 
meister,  the  irony  couldn't  be 
crueler:  If  Dilenschneider  had 
stuck  to  the  prescriptions  in 
his  own  book,  much  of  the  ill 

will  and  controversy  might  I  i>'"nschneider  didn-t  Fouow  his  own  advice 


have  been  avoided.  "Hill  &  Knowlton's 
handling  of  this  violated  every  rule  of 
our  business,"  says  one  employee,  who 
recently  quit  the  firm  in  part  because  of 
the  antiabortion  account.  Indeed,  pairing 
the  pointers  in  Power  &  Influence 
(Prentice  Hall  Press)  with  Hill  &  Knowl- 
ton's own  moves  offers  a  lesson  in  how 
not  to  manage  a  controversial  issue: 
■  Closely  control  the  timing  of  an- 
nouncements. Ernphji/ecs  who  read 
about  company  chcux/cs  for  the  first 
time  in  the  newsptnx  rs  .  .  .  feel  be- 
trayed. Hill  &  Know!n:;i  staffers  first 
learned  that  their  firm  'i.'d  accepted  the 
antiabortion  account  in  Mar.  25  syndi- 
cated column  by  Rowh  f  Evans  and 
Robert  Novak.  The  colun,  i  ts  were  told 
of  the  estimated  $3  mil'-*  n  campaign 
by  lawmakers  on  Capitol  lin,  who  had 
been  briefed  on  it  in  a     eeting  with 


furor  that  the  issue  would  generate. 
■  Organize  all  the  power  centers  early 
on.  The  [Three  Mile  Island]  crisis  came 
about  because  there  was  such  disarray 
among  all  the  authorities  who  were 
dealing  with  the  press.  The  Bishops' 
Conference  and  Hill  &  Knowlton  seem 
to  have  crossed  their  signals  to  the  pub- 
lic. The  firm  has  told  employees  it  won't 
lobby  politicians  to  pass  legislation  re- 
stricting abortion — a  possibility  some 


No  employee  who  objects 
to  the  campaign  on  moral  or 
political  grounds  is 
required  to  work  on  it 


say  had  provoked  strong  objections  wit! 
in  the  firm.  But  a  spokesman  for  th 
bishops  says  the  campaign  will  try  t 
persuade  everyone — lawmakers  incluc 
ed — of  the  evil  of  abortion. 

The  Church  and  Hill  &  Knowlton  hav 
also  told  different  stories  about  the  a( 
count's  status:  One  employee  says  th 
firm  presented  the  assignment  in  a  staf 
meeting  as  a  "fait  accompli,"  but  th 
Church  spokesman  insists  there  is  n 
signed  contract  yet.  An  executive  in  Hi 
&  Knowlton's  Washington  office,  wher 
the  account  will  be  handled,  now  says 
will  be  signed  as  soon  as  a  few  leg: 
formalities  are  resolved. 
■  Stay  out  of  the  spotlight.  Several  en 
ployees  argue  there  was  no  gain  for  Hi 
&  Knowlton  in  submitting  to  the  intens 
media  glare  that  envelops  the  abortio 
debate.  Declares  Cl>i;ia  Chambers,  a  s( 
nior  consultant  in  Hill  < 
Knowlton's  Los  Angeles  o 
fice:  "It's  as  though  all  of  P 
has  been  condemned  in  thi 
discussion.  That  does  a  gret 
disservice  to  Hill  &  Know 
ton."  And  at  least  one  majc 
public  relations  firm,  Bursoi 
Marsteller,  declined  the  a; 
.--ignment.  A  spokesman  say 
Burson  does  not  accef 
religious  organizations 
clients. 

NO  DUCKING.  Dilenschneidt 
acknowledges  that  mistake 
were  made,  but  he  attributf 
much  of  the  problem  to  th 
Church's  premature  ai 
nouncement.  "We  knew  if  w 
took  it  there  was  goin 
to  be  a  lot  of  controversy 
he  says.  "But  in  candor, 
the  Evans  and  Novak  pie( 
hadn't  appeared,  we  wou 
have  handled  it  a  lot  di 
ferently,  and  there  wou) 
have  been  nowhere  near  this  amount  ( 
controversy." 

He  notes  that  no  employee  who  o 
jects  to  the  campaign  on  moral  or  polil 
cal  grounds  is  required  to  work  on  : 
Several  men  and  women  in  the  Washin, 
ton  office  have  already  excused  ther 
selves.  Dilenschneider  says  many  oth* 
employees  just  want  to  put  the  affa 
behind  them.  And  he  staunchly  defem 
placing  Hill  &  Knowlton  in  the  line 
fire:  "Somebody  has  got  to  take 
tough  issues."  Not  accepting  an  accou: 
because  it  would  be  bad  for  busine 
"simply  says  you  have  no  responsibiliji| 
to  the  society  you  operate  in." 

If  nothing  else,  it  seems  Dile 
Schneider  at  last  is  following  some  of 
own  advice:  State  your  position 
terms  of  the  public  interest. 

By  Mark  Landler  in  New  Foij' 
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An  imposing  majority  of  today's  magazines 
and  newspapers  are  designed  and  written  on 
the  screens  of  Kodak  Atex  computer  systems. 

Kodak  Atex  systems  have  been  the  favorite  of 
magazine  and  newspaper  journalists  around  the 
world  for  over  15  years.  Publications  large 
and  small  are  designed  and  written  on  computers 
driven  by  Atex  software.  The  latest  evolution: 
a  totally  integrated  PC-based  system  for  magazine 
art,  editorial  and  production/makeup  departments. 
Other  kinds  of  publications— instruction  and 
training  manuals  which  need  frequent  updating, 
for  example— are  created  on  the  screens  of  Kodak 
electronic  publishing  systems. 

We  are  more  than  photographs.  We  are  the 
world's  premier  graphics  imaging  company. 
For  more  details  on  enhancing  the  graphic  arts 
tradition,  call  1 800  445-6325,  Ext.  960E. 


The  new  vision  of  Kodak 
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AMERICAN  GENERAL 
GOES  ON  THE  BLOCK 


►  American  General  Chair- 
man Harold  Hook  announced 
to  a  packed  house  at  his  com- 
pany's May  2  annual  meeting 
that  management  had  beaten 
back  a  proxy  challenge 
mounted  by  Torchmark.  Then 
he  dropped  his  bombshell:  He 
was  putting  the  insurance  gi- 
ant up  for  sale.  With  more 
than  $32  billion  in  assets, 
American  General  should 
fetch  up  to  $60  a  share,  or  $7 
billion,  say  analysts. 

Hook  has  been  in  the  hot 
seat  since  Torchmark 
launched  a  $50-a-share  hostile 
bid  in  March.  Torchmark 
dropped  the  offer  in  favor  of 
an  effort  to  elect  its  own  slate 
of  five  directors  to  Ameri- 
can's board.  It  might  bid 
again  for  American,  but  it 
may  have  to  compete  with  the 
likes  of  French  insurer  Axa- 
Midi,  which  has  $8  billion  to 
spend  on  U.  S.  insurance  as- 
sets, or  Ford  Motor,  which  is 
moving  into  financial  services. 


AGE  DISCRIMINATION 
AT  IDS  FINANCIAL? 


►  The  federal  Equal  Employ- 
ment Opportunity  Commis- 
sion has  joined  a  class  action 
by  32  former  sales  managers 
charging  IDS  Financial  Ser- 
vices with  age  discrimination. 
The  American  Express  unit 
insists  the  managers  were  ter- 
minated based  on  their  perfor- 
mance. The  company  says  one 
was  fired  after  he  bothered 
subordinates  with  "unwel- 
come religious  influence." 


WHY  BURGER  KING 
CANNED  PEPSI 


►  Burger  King  has  made  the 
switch.  Having  served  Pepsi 
since  1983,  the  nation's  No.  2 
fast-food  chain  will  now  pump 
Coke  from  its  fountain  dis- 
pensers. The  move  boosts 
Coke's  already  strong  share 
of  the  fountain-sales  market 
to  65%,  vs.  Pepsi's  21%. 


Burger  King  says  Coca- 
Cola  offered  a  better  deal,  in- 
cluding joint  promotions  and 
ad  campaigns.  But  analysts 
and  consultants  figure  Pepsi- 
Co's  own  fast-food  business  is 
making  Burger  King  edgy. 
PepsiCo  owns  Pizza  Hut,  Taco 
Bell,  and  Kentucky  Fried 
Chicken,  as  Coke  points  out 
when  it  calls  on  potential 
fountain  customers.  The  lat- 
est shot  in  the  cola  wars  is 
hardly  fatal,  though:  The  drop 
in  fountain  sales  should  de- 
crease PepsiCo's  earnings  per 
share  by  just  a  penny. 


AMES'S  NEW  CEO  HAD 
BEHER  BE  A  HERCULES 


►  Ames  Department  Stores  is 
trying  to  emerge  from  the 
ashes.  In  late  April,  the  dis- 
count retailer  filed  for  Chap- 
ter 11  after  suppliers  cut  off 
shipments.  Now  it's  bringing 
in  a  new  CEO,  Stephen 
Pistner,  to  pull  it  out  of  bank- 
ruptcy. In  the  last  20  years 
Pistner  has  run  the  Target, 
Dayton  Hudson,  Montgomery 
Ward,  and  McCrory  retail 
chains.  At  Ames,  he  faces  a 
herculean  task.  He  has  to  find 
money  to  service  the  compa- 
ny's $865  million  in  debt  and 
convince  leery  suppliers  to 
ship  new  inventory.  That 
could  mean  paring  Ames 
down  to  a  quarter  of  its  cur- 
rent 680  stores. 

The  would-be  savior  doesn't 
come  cheap.  He'll  make  $2 
million  in  his  first  year  at 


J.R.'s  SPREAD  IS  IN  THE  RED 


Those  reports  that  the  Texas 
economy  is  recovering  may  be 
overblown.  Yet  another  symbol 
of  Lone  Star  grandeur  is  on  the 
skids:  On  Apr.  27,  Southfork 
Ranch  declared  bankruptcy. 
That's  right,  Southfork,  the 
home  of  J.  R.  Ewing,  the  archvil- 
lain  of  Dallas,  the  long-running 
prime-time  soap  opera.  Following 
the  course  of  many  other  Texas 
businesses,  the  investment  part- 
nership that  owns  Southfork  defaulted  on  an 
used  to  buy  the  ranch  in  1984. 

Lead  partner  Terry  Trippet  may  have  a  tough  time  revivj 
Southfork's  fortunes.  The  former  oilman  can't  wring  mil 
more  cash  from  the  ranch.  It's  already  the  state's  ninth  m 
popular  tourist  attraction.  And  when  the  TV  cameras  are 
rolling,  it's  rented  out  for  wedding  receptions  and  sing 
parties.  Still,  the  situation  could  be  worse.  Trippet  only  ha^ 
confront  his  creditors.  Just  imagine  if  he  had  to  face  J.  R. 


.2  million  k 


Ames,  including  a  $500,000 
signing  bonus  to  be  paid  over 
the  first  six  months.  Clearly, 
"discount"  doesn't  apply  to 
executive  salaries. 


KKR'S  NEXT  BONANZA: 
THE  UNION  TEXAS  SALE 


►  Kohlberg  Kravis  Roberts 
and  Allied-Signal  shoved 
Union  Texas  Petroleum  Hold- 
ings on  the  auction  block,  set- 
ting up  what  could  be  an  ex- 
plosive bidding  war  for  the  oil 
giant.  Union  Texas,  with  vast 
oil  and  gas  reserves  in  Indo- 
nesia, the  Gulf  of  Mexico,  and 
the  British  North  Sea,  could 
fetch  more  than  $25  per 


share,  or  $2  billion,  say  a 
lysts.  KKR  and  Allied  e; 
own  40%'  of  United  and  do 
nate  its  board. 

Allied  had  considered  a  sj 
for  years.  And  the  tim) 
looks  right,  what  with  reo 
premium-priced  sales  of  In 
nesian  gas  interests.  With 
equity  holdings  and  st( 
warrants  it  recently  receiv 
KKR  would  make  nearly  $! 
million  if  Union  Texas  sold 
$25  per  share — nearly  f( 
times  its  1985  investment 


IRWIN  JACOBS  MULLS 
AMUNSINGWEARRAI 


►  Irwin  Jacobs  is  barga 
hunting  again.  He  has  p 
posed  a  deal  to  Munsingwe 
the  sorely  troubled  garm^ 
maker.  Munsingwear  has  It 
a  total  of  $50  million  on  ope| 
tions  over  the  last  three  ye? 
and  is  running  low  on  cai 
Jacobs  says  he  would  pay  t 
company  $8  million  in  retij 
for  80%  of  its  equity  and  i, 
pay  stockholders  who  want 
cash  out  $2  a  share.  Thafi 
13$  premium  over  the  pr 
the  stock  was  trading  atji 
before  Jacobs  made  his 
nouncement.  But  he  says  t 
deal  is  good  only  if  debenti 
holders  agree  to  retire  ' 
million  in  debt — at  25%  of 
face  value. 
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Perfection  results 
m  a  true  eye  for  detail. 

Ours  is  a  sight 
)u  11  not  want  to  miss. 


Tiese  days  it  is  rare  that  a  hotel  has  the 
nsight  to  see  to  the  finer  points  of  your 
loHday.  But  at  ten  of  North  America's  most 
ashionable  destinations  that  talent  is  alive 
nd  well.  Whether  your  fancy  takes  you  to  a 
driving  cultural  center  or  the  ultimate  vaca- 
lon  paradise,  you'll  find  a  Meridien  hotel 
bat  is  a  sight  to  behold. 

For  reservations  call  (800)  543-4300 
r  your  travel  planner,  and  don't  forget  to 
sk  aiao\\\.J:^inw^a/ion,  our  frequent- 
yest  program. 


MERIDIEN 

Over  50  Hotels  and  Resorts  Worldwide 

In  North  America:  Boston  •  Chicago 
Montreal  •  Nassau,  Bahamas 
New  Orleans  •  New  York  •  Newport  Beach 
San  Diego  •  San  Francisco  •  Vancouver 
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Best  service 
in  the  business^ 


7-year  parts  & 
^service 
^vailabilitu 
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Some  of  the  best  features  of  our  copiers 
don't  come  in  the  box. 


When  you  buy  a  copier,  don't  Forget 
you're  also  buying  a  company. 

And  when  the  name  on  the  box  is 
Xerox,  you  get  a  lot  more  than  a  copier. 
You  get  a  company  dedicated  to  your 
complete  satisfaction. 

For  example,  only  Xerox  otters  a  three- 
year  warranty  on  all  desktop  copiers 
that  it  mak^s— that's  12  times  longer 
^an  any  oti;.  manufacturer. 

Xv-rox  also  guarantees  copy  quality. 
S   you  can  be  sure  your  20,()00th  copy 
wiH  be  just  as  good  as  your  first. 

Equjliy  unique  is  ou'  guarantee  to 
provi/^c  parts  and  ser'  ice  for  all  our 


copiers  for  up  to  seven  years. 

Add  to  that  the  fact  that  every  Xerox 
copier  is  backed  by  the  best  supplies 
and  the  best  service  organization  in  the 
business. 

And  that— when  it  comes  to  documents 
—no  company  has  more  experience  than 
Xerox. 

All  of  which  are  just  a  few  of  the 
reasons  that  Xerox  was  recently  honored 
with  the  Malcolm  Baldrige  National 
Quality  Award. 

So  make  your  next  copier  a  Xerox. 
And  get  the  best  features  in  a  copier- 
plus  the  best  features  in  a  company. 


For  information  about  any 
Xerox  copier,  call  1-800 
TEAM-XRX,  Ext.  250A 
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'Quality 
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Xerox 
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rHY  BUSINESS  IS  SUDDENLY  GUNNING 

IR  THE  19Q0  CIVIL  RIGHTS  ACT 

1  fter  months  of  watching  from  the  sidelines,  business 
^  lobbyists  have  finally  decided  that  the  Civil  Rights  Act 
i^of  1990  could  be  a  nightmare.  Corporations  have 
led  a  coalition  and  are  blitzing  Capitol  Hill  in  a  belated 
rt  to  stop  the  legislation,  which  has  cleared  a  key  commit- 
n  the  Senate.  But  they  may  be  too  late, 
le  measure,  written  by  Senator  Edward  M.  Kennedy  (D- 
s.)  and  Representative  Augustus  F.  Hawkins  (D-Calif.),  is 
?ned  to  overturn  a  series  of  1989  Supreme  Court  decisions, 
high  court  restricted  individuals'  ability  to  bring  discrimi- 
)n  suits  and  expanded  the  right  of  white  males  to  chal- 
e  long-standing  affirmative  action  plans. 
)rporate  America  was  prepared  to  live  with  a  limited  bill, 
the  House  and  Senate  Laljor  Committees  didn't  stop  with 
aring  the  status  quo  ante.  Under  pressure  from  civil  rights 
ips,  lawmakers  added  a  provision  allowing  women  to  go  to 
t  and  win  damages  for  discrimination — a  right  now  limited 
lacks.  Under  current  law,  women  can  get  only  reinstate- 
t  or  back  pay.  "The  remedies  now  available,"  says  Marcia 
jnberger,  managing  attorney  of  the  National  Women's 

Center,  "often  prove  entirely  inadequate  to  compensate 
)le  for  the  harm  they  have  suffered." 
mployers  claim  that  allowing  sex-discrimination  victims  to 
damages  will  unleash  an  avalanche  of  litigation.  The  Na- 
il Foundation  for  the  Study  of  Employment  Policy,  a  con- 
ative  think  tank,  estimates  that  the  bill  would  triple  the 

of  discrimination  suits.  "The  system  is  now  geared  to 
k  resolution  and  conciliation,"  says  Douglas  P.  Crew,  a 
yist  for  Caterpillar  Inc.  "This  changes  all  that." 
usiness  is  also  worried  about  a  requirement  that  employers 
e  that  potentially  discriminatory  job  criteria,  such  as  edu- 
m  or  height  and  weight  standards,  are  essential.  Corpora- 
3  fear  that,  to  avoid  discrimination  suits,  they'll  be  forced 
se  quotas.  "This  puts  focus  less  on  ability  and  more  on 
religion,  and  race,"  says  National  Association  of  Manufac- 
rs  lobbyist  Diane  J.  Generous. 

Drporate  lobbyists  are  counting  on  Senator  Orrin  G.  Hatch 
Jtah,  the  ranking  Republican  on  the  Labor  Committee,  to 

lead  their  fight  on  the  Senate  floor  in  the  next  few  weeks. 
Hatch  may  find  his  strongest  support  among  Southern  Demo- 
crats, who  privately  fear  a  backlash  among  corporate  donors 
to  their  campaigns. 

In  the  end,  the  White  House  could  use  a  veto  threat  to  force 
a  compromise.  The  Administration  will  accept  reversal  of  some 
of  the  1989  Supreme  Court  actions.  And  right  now,  Kennedy 
and  Hawkins  smell  victory,  so  they  are  in  no  mood  to  deal.  But 
the  likelihood  of  Presidential  intervention  could  change  that. 

By  Tim  Smart  and  Susan  B.  Garland 

'CLEARLY  THE  REGULATORY 
PENDULUM  HAS  SWUNG  BACK' 

^■lorporations'  unhappiness  in  Washington  doesn't  stop  at 
^^^the  foot  of  Capitol  Hill.  After  enjoying  eight  years  of 
laxity  during  the  Reagan  era,  business  is  finding  Bush 
Administration  regulators  a  bit  too  pushy. 

The  latest  flare-up  involved  the  Justice  Dept.'s  endorsement 
of  tough  new  sentencing  guidelines  for  corporate  criminals.  A 
belated  business  protest  got  the  White  House  to  stall  the 
recommendations.  Industries  ranging  from  securities  to  air- 
lines to  cable  television  are  bracing  for  new  regulation. 

Business  complaints  may  push  the  White  House  to  revive  a 
regulatory-review  task  force.  The  effort,  started  by  Vice-Presi- 
dent Bush,  will  be  run  by  his  successor,  Dan  Quayle,  as  part 
of  his  Council  on  Competitiveness. 

Corporations  realize  that  some  regulatory  initiatives,  such 
as  clean-air  legislation,  are  long  overdue.  But  business  is  wor- 
ried that  without  attention  from  the  top,  the  regulators  may 
get  out  of  bounds.  "Clearly,  the  regulatory  pendulum  has 
swung  back,  and  in  some  cases  it's  justified,"  says  Jerry  J. 
Jasinowski,  president  of  the  National  Association  of  Manufac- 
turers. "But  there's  no  cohesive  strategy  in  the  White  House 
to  oversee  the  process." 

By  Paula  Dwyer 

XES 

easily  a  new  levy  on  ozone-depleting 
chlorinated    fluorocarbons  sailed 
through  Congress  last  year. 

CHILD  CARE 

tJouse  Democratic  leaders  and  key 
^■conservative  southern  Democrats 
are  moving  toward  a  deal  on  parental 
leave.  The  compromise  bill,  which  could 
be  on  the  floor  by  May  9,  would  re- 
quire all  companies  with  50  employees 
or  more  to  give  workers  12  weeks  of 
unpaid  time  off  to  care  for  new  babies 
or  sick  relatives.  Business,  which  re- 
mains opposed  to  any  legislation  man- 
dating new  employee  benefits,  is  ex- 
pected to  mount  stiff  opposition, 
especially  in  the  Senate. 

POLITICS 

■  President  Bush's  lips  ever  move  on 
the  issue,  they  may  form  the  words 
irbon  tax."  For  now,  the  White 
use  remains  staunchly  opposed  to 
y  major  revenue  increases.  But  some 
nior  Administration  officials  are 
Dwing  more  interest  in  a  new  tax  on 
'bon-based  fuels.  While  such  a  levy 
aid  raise  a  lot  of  money,  it  could  be 
d  as  a  move  to  help  prevent  global 
Lrming.  A  tax  that  hits  high-carbon 
els,  such  as  coal  or  fuel  oil,  could 
courage  a  shift  to  natural  gas  or 
clear  or  solar  energy,  reducing  emis- 
ns  of  "greenhouse"  gases.  Support- 
5  of  the  tax  were  impressed  by  how 

^MMith  congressional  and  guberna- 
WW  torial  races  beginning  to  heat 
up.  Bush  plans  to  increase  the  pace  of 
his  already  frenetic  campaigning.  He's 
planning  his  third  trip  to  California 
within  six  weeks.  Other  scheduled 
trips:  visits  to  Texas  in  support  of  Re- 
publican gubernatorial  hopeful  Clayton 
Williams  and  to  Illinois  to  boost  Jim 
Edgar,  the  GOP  nominee  for  governor. 
"You  haven't  seen  anything  yet,"  says 
one  White  House  aide.  "We're  going  to 
be  very,  very  active."  The  White  House 
also  plans  to  have  the  President  tape 
television  spots  for  GOP  candidates  for 
governor  and  the  Senate. 

 1 
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DESERTED  FACTORY:  THIS  AUTO-PARTS  MANUFACTURER  WAS  LEFT  HIGH  AND  DRY  WHEN  CM,  FORD,  AND  VOLKSWAGEN  HALTED  PRODUCTION 


\:mm 
'I  far.  tl 
ifiieft 
Domicol 

lor  255 

sctans 

!Vfi 

mil  r 
ir  B  tl) 
I  m.2: 

t  Hi  lir 

ill  ad 
Its  Hi 


HOW  BUSINESS  IS 
HOG-TIED  IN  BRAZIL 


Collor  has  left  cash-short  companies,  both  local  and  foreign,  downsizing  and  groping  to  survive 


ml 


Just  like  smart  Brazilians,  foreign 
companies  would  regularly  put 
much  of  their  operating  funds  into 
overnight  bank  accounts  to  cash  in  on 
Brazil's  h\*]jerinflation,  which  used  to 
run  at  nearly  Z7(  a  day.  But  one  March 
morning  they  woke  up  to  find  807c  of 
those  funds  frozen  for  18  months  by  the 
government.  Many  couldn't  pay  suppli- 
ers or  even  meet  payrolls.  National  con- 
sumption plunged,  production  was  halt- 
ed, and  in  six  weeks.  500,000  Brazilians 
joined  the  welfare  lines. 

Hundreds  of  local  and  foreign  compa- 
nies are  now  feeling  the  fallout  from 
President  Fernando  Collor  de  Mello's 
plan  to  defeat  hj^perinflation  by  creating 
a  liquidity  crisis.  Many  are  downsizing 
their  operations  and  hoping  they  don't 
face  a  recession.  Foreign  manufacturers 
such  as  Cummins  Engine,  Du  Pont,  and 
Fiat  have  tried  to  offset  the  effects  by 
increasing  exports. 


Consumer-product  companies  such  as 
Singer,  Johnson  &  Johnson,  and  Gillette 
have  also  tried  to  keep  production  up  by 
supplying  goods  to  affiliate  companies  in 
Europe  and  North  America.  But  weak 
spending  by  Brazilians  forced  Singer  to 
cut  production  for  the  local  market  by 
about  607<:  after  the  plan  was  announced 
on  Mar.  16.  The  company  has  extended 
credit  terms  from  25  to  50  davs.  But 
such  measures  are  not  enough  to  keep 
plants  fully  rolling.  Many  factories  are 
operating  in  the  707^  capacity  range. 
Like  other  producers. 
Singer  is  crossing  its 
fingers  that  inflation, 
which  has  dropped 
sharply,  will  stay  low 
and  customers  v/ill 
eventually  come  back. 

Many  of  Brazil's 
stores  are  extending 
credit   in   ways  they 
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never  did  in  the  days  of  hj'perinflatioi  j  ;„  jj.. 
Credit-card  issuers  such  as  America  jjjjji; 
Express  Co.  and  Chase  Manhattan  Corji, 
say  business  is  up.  But  the  new  att 
tudes  about  credit  haven't  had  an  effec 
yet  on  Singer,  which  began  a  round  c 
white-  and  blue-collar  layoffs  on  Apr.  2 


real  jo 


NEW  TERMS.  Auto  production,  Brazil's  h^^^.Z 
dustrial  backbone,  fell  to  zero  after  th 
Collor  plan  was  announced.  Sao  Paulo  [j 
three  biggest  auto  makers.  General  M(, 
tors.  Ford,  and  Volkswagen,  which 
gether  have  sold  as  many  as  620,0CiT(^" 
cars  a  year,  are  negol  f^.^ 
ating  new  labor  tern:,5j 
to    pull  themselvf 
through.  They  wartj(7jj.^ 
workers  to  accept  &  r,^ 
duction  in  hours  ar,[ 
pay  so  that  output  ca 


A  SAO  PAULO  UNEMPLOYMENT  LINE 


ri. 


be  shrunk  to  40%  (jj,-';' 


Analysts  are  speci  j^.^^*^ 


capacity. 


INTERNATIONAL  BUSIN 


g  on  how  big  the  auto  companies' 
IS  for  the  year  could  be  if  things 
;  pick  up.  One  estimate  is  that  losses 
!ach  of  the  three  could  top  the  $100 
3n  mark.  Already,  Collor's  program 
"orced  GM  to  take  unusual  measures, 
as  seeking  its  first  Brazilian  bank 
in  65  years  and  arranging  for  the 
nt  company  to  guarantee  it.  Other 
gn  companies  with  Brazilian  opera- 
,  such  as  Goodyear,  Alcoa,  and  Ger- 
steelmaker  Mannesmann,  expect 
second-quarter  returns.  In  the  first 
ter,  Whirlpool  Corp.'s  net  fell  by 
'c,  to  $29.5  million.  Excluding  Bra- 
economic  standstill,  Whirlpool  says 
et  would  have  risen  by  11%. 
iH-LANDlNG.  Collor's  program  is  an 
npt  to  kill  inflation  by  crash-landing 
Brazilian  economy.  He  has  temporar- 
rozen  prices  and  wages,  along  with 
billion  of  the  nation's  ready  cash, 
he's  raising  taxes  at  the  same  time 
n  attempt  to  pull  in  an  extra  $30 
n  in  revenues.  Over  the  next  three 
3,  he's  also  proposing  to  privatize  $7 
n  worth  of  government-run  busi- 
3s  and  cut  about  $30  billion  from  the 
rnment's  expenditures, 
far,  the  plan  is  reducing  inflation, 
f  the  liquidity  crisis  continues,  most 
omic  observers  believe  it's  also  like- 
)  cause  a  depression.  On  Apr.  17, 
)r  announced  that  inflation  had 
ped  to  zero,  from  70%  a  month 
1  he  took  office.  But  Dieese,  the  re- 
;h  arm  of  a  number  of  large  Brazil- 
abor  unions,  reported  that  monthly 
tion  was  still  running  at  about  24%. 
jover,  most  analysts  agree  that  if 
ir  is  to  have  any  chance  of  stem- 
;  inflation  permanently,  he  must 
,  his  privatizing  and  budget-cutting 
tly  and  must  get  more  money  back 
private  hands. 

lese  are  difficult  steps.  Gollor  may 
ire  banks  and  other  financial  institu- 

to  put  3%'  to  4%'  of  their  assets  in 
radable  scrip  or  certificates  that 
1  be  used  to  finance  privatizations, 
those  institutions  are  already  strug- 
^  with  uneven  cash  flows.  It  would 

real  jolt  if  they  suddenly  had  to 
nit  funds  to  help  the  government 
itize  companies. 

itting  the  budget  also  clashes  with 
)r's  other  goal  of  maintaining  wel- 
payments  to  the  unemployed.  Clear- 
orried  about  joblessness,  he  has  al- 
y  fed  some  $10  billion  of  the  funds 
^•oze  back  into  the  economy  through 
m  program  for  farmers.  One  hope- 
,ign  is  that  at  the  end  of  April,  pro- 
ion  and  consumption  appeared  to  be 
ng  up  again.  On  May  2,  the  govern- 
t  announced  a  lifting  of  the  freeze 
ome  prices. 

ime  analysts  believe  that  Collor  is 
ing  Brazil  at  the  start  of  a  dramatic 
era.  So  far,  the  40-year-old  politician 


with  a  flair  for  karate  and  flashy  cam- 
paigning has  won  surprisingly  quick  and 
broad-based  suppport  for  his  painful  pol- 
icies. Yet  the  goal  is  one  never  before 
accomplished  in  South  America.  As  Mon- 
santo do  Brasil  President  James  Nisbet 
says:  "It's  not  just  getting  inflation 
down,  it's  keeping  it  down." 

But  Collor  and  his  Economy  Minister, 
Zelia  Gardoso  de  Mello,  brush  off  the 


threat  of  renewed  inflation  while  talking 
of  avoiding  recession  and  returning  the 
country  to  growth.  No  one  yet  sees  how 
Gollor  can  pull  off  all  three.  Until  then, 
the  Brazilian  economy  will  continue  to 
be,  in  the  words  of  one  U.  S.  bank  offi- 
cial, an  "incredible  roller  coaster." 

By  Jeffrey  Ryser  in  Sao  Paulo,  with  Za- 
chary  Schiller  in  Cleveland  and  Keith  H. 
Hammonds  in  Boston 


SOVIET  UNION  I 


BUSH  TO  U.S.  BUSINESS: 
'GIVE  GORBACHEV  A  HAND' 


He's  pressing  the  trade  talks  to  help  Soviet  economic  reforms 


When  Deputy  U.S.  Trade  Rep- 
resentative Julius  L.  Katz 
flew  to  Paris  on  Apr.  23  to 
wrap  up  what  could  be  the  first  U.  S.- 
Soviet trade  pact  in  40  years.  White 
House  strategists  were  still  debating 
whether  to  call  the  whole  thing  off. 
President  Bush  was  under  mounting 
pressure  to  punish  Moscow  for  its  at- 
tempts to  stifle  Lithuania's  indepen- 


Even  so,  on  the  surface,  there's  not 
very  much  to  cheer  about  in  the  trade 
pact.  Few  believe  that  the  new  agree- 
ment will  produce  a  quick  expansion  of 
last  year's  $5  billion  in  trade — nearly  all 
of  it  U.  S.  grain  exports.  The  Soviet 
economy  still  produces  little  that  Ameri- 
cans want  to  buy.  Meanwhile,  with  eco- 
nomic reforms  stalled  and  discriminatory 
taxes  still  in  place,  Moscow  isn't  very 
attractive  for  U.  S.  business. 


TARIFF  CUTS  MEAN  VODKA  WILL  COST  PEPSICO  LESS 


dence.  But  the  Administration  decided  to 
keep  trade  liberalization  on  track. 

It's  not  hard  to  see  why.  Both  sides 
need  something  to  sign  at  the  May  30 
Bush-Gorbachev  summit.  Racked  by  do- 
mestic political  and  economic  crises, 
Moscow  has  slowed  the  pace  of  both 
conventional  and  strategic  arms  reduc- 
tion talks.  Ghances  are  that  an  arms 
agreement  won't  be  ready  in  time. 


But  in  superpower  diploma- 
cy, symbolism  can  be  as  im- 
portant as  substance.  The  rip- 
ple effect  of  Bush's  coopera- 
tion with  Gorbachev's  eco- 
nomic reforms  could  bring 
substantial  diplomatic  gains. 
SHOWDOWN.  For  starters,  the 
agreement  will  likely  spur 
Moscow  to  formalize  more  lib- 
eral emigration  policies  before 
the  summit.  Bush  would  then 
respond  by  waiving  the  1974 
Jackson-Vanik  Amendment, 
which  has  curbed  Soviet 
trade.  Avoiding  a  showdown 
with  allies,  Bush  on  May  2 
proposed  a  major  liberaliza- 
tion of  U.  S.  export-control 
policy  that  could  slash  by  a 
third  the  list  of  controlled 
high-technology  items,  includ- 
ing computers,  machine  tools, 
and  telecommunications  prod- 
ucts. Had  the  new  rules  been 
in  effect  last  year,  half  of  the 
81,000  export  licenses  that 
U.  S.  businessmen  sought  for 
sales  to  Eastern  Europe  and  the  Soviet 
Union  would  have  been  unnecessary. 
The  trade-pact  breakthrough  may  per- 
suade Moscow  to  accelerate  important 
talks  on  establishing  rules  and  guaran- 
tees for  U.  S.  investment  in  the  Soviet 
Union.  They  could  be  over  by  January. 

The  pact  also  would  help  U.  S.  busi- 
nesses narrow  the  gap  with  Western 
Europeans  competing  for  Soviet  busi- 
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ness.  Some  nations,  such  as  West  Ger- 
many, already  have  pac^;  with  Moscow 
that  give  them  a  comp(Tutive  edge.  "We 
don't  have  a  fair  shure  of  the  emerging 
business  in  the  Soviet  Union,"  says 
Kempton  B.  Jenkins,  an  Armco  Inc.  ex- 
ecutive. "This  fjgre.  r.nont  will  make  that 
less  so  now."  The  proposed  treaty  will 
make  it  possible  for  U.  S.  businesses  to 
hire  en^.nlo  ,  ei-s  on  their  own  and  bypass 
Soviet  .ainks  tries  to  deal  directly  with 
buvr:  s  and  sellers.  U.  S.  companies  are 
f  V:/;  given  patent  and  copyright  protec- 
■m)  for  software  and  trade  secrets. 

Moscow  will  enjoy  some  more  direct 
gains.  Tariff  reductions — generally  from 
57f  to  407c — will  lower  the  U.  S.  price  of 
Soviet-made  consumer  goods.  For  exam- 


ple, PepsiCo  Inc.  will  pay  $1.25  less  per 
bottle  of  Stolichnaya  vodka  that  its  sub- 
sidiary imports  in  exchange  for  soft 
drinks  sold  in  the  Soviet  Union.  But  the 
savings  won't  be  passed  on  to  American 
tipplers.  PepsiCo  intends  to  put  the  dif- 
ference into  a  new  marketing  campaign. 

Still,  the  pact  may  prove  controversial. 
On  May  1,  the  U.  S.  Senate  set  the  stage 
for  a  possible  fight  over  its  approval 
unless  Moscow  lifts  its  economic  embar- 
go on  Lithuania.  But  Congress  won't  de- 
cide on  the  pact  until  June.  Bush  is 
banking  on  a  Lithuanian  solution  and 
the  warm  afterglow  of  the  summit  to 
guarantee  the  pact's  passage. 

By  Bill  Javetski  in  Washington,  with  bu- 
reau reports 


SOUTH  KOREA  I 


STRIKE  BREAKERS:  POLICE  DRAG  A  DEMONSTRATOR  FROM  A  HYUNDAI  MOTORS  PLANT 


KOREA'S  DISTRESS  SIGNAL 
ON  iWAY  DAY 


Unless  Roll  soothes  workers  and  investors,  growth  may  fizzle 


ay  i,  International  Labor  Day, 
isn't  an  official  holiday  in  South 
1  Korea.  But  this  year,  some 
workers  commemorated  it  with  a  ven- 
geance. A  week  of  strikes,  riots,  and 
police  raids  touched  off  panic  selling  on 
the  Seoul  stoci<  exchange,  causing  a  rec- 
ord one-day  drop  of  4.4%  in  the  index. 

To  prevent  a  market  collapse,  Presi- 
dent Roh  Tae  Woo  the  next  day  declared 
emergenc>/  mea-u'-es,  largely  aimed  at 
real  estate  speculators,  aiid  the  stock 
index  rebounded.  But  vhe  ct;  sh  was  just 


one  symptom  of  a  spreading  economic 
illness.  Roh  is  already  grappling  with  a 
stalled  export  engine,  rising  inflation, 
and  skyrocketing  housing  costs.  Now,  as 
labor  unrest  gathers  momentum,  the 
government  faces  its  toughest  challenge 
since  Roh  became  President  in  Febru- 
ary, 1988.  Unless  he  can  mollify  workers 
and  investors,  his  economy  could  slide 
into  recession,  dashing  Korea's  hopes  of 
joining  the  world  industrial  club. 

Although  the  government  has  put  a 
tight  lid  on  wage  increases,  that's  not 


what  set  off  the  recent  rash  of  strike 
On  Apr.  25,  3,000  workers  at  Hyund 
Heavy  Industries  Co.  walked  off  the  jc 
at  the  world's  largest  shipyard,  in  tl 
southeastern  port  city  of  Ulsan,  to 
mand  the  release  of  union  leaders  jailJ 
a  few  days  earlier  for  organizing  acti^ 
ties.  Three  days  later,  a  dawn  sweep 
13,000  police  ended  the  picketing. 

That  crackdown  set  off  more  strikj 
and  violence.  To  protest  the  police  rail 
tens  of  thousands  of  workers  from  oth 
companies  in  the  Hyundai  group  aifc^'^ 
their  supporters  throughout  the  count  isesail 
staged  sympathy  strikes  on  May  1.  (  iai«?} 
Apr.  30,  a  midnight  raid  ended  a  tw  siUj  i 
week  strike  at  Korea  Broadcasting  Sy 
tern,  the  public  television  station,  whe  ifiy 
workers  are  protesting  the  appointme  miprtoi 
of  an  allegedly  pro-government  netwo:  nl  flaf^ 
president.  Riot  police  have  been  c  DnW 
ployed  on  campuses  to  control  stude  ipw: 
demonstrations.  Subway  workers  S.  .tt 
Seoul  let  commuters  ride  for  free,  ai  Jpeil  P 
bank  tellers  refused  to  wear  uniforms  ma ci 
NO  CONFIDENCE.  "The  illegal  strikes  ai  itionalis 
protests  are  politically  motivated  and  i  ay  Day 
tended  to  create  chaos,"  says  Ch  ler  cia 
Byung-Yul,  a  government  spokesma  ises,  k 
Despite  its  two-thirds  majority  in  t  cbaga 
National  Assembly,  Roh's  newly  formosliowl 
Democratic  Liberal  Party  has  only  14  npi 
popular  support,  according  to  a  par  reriean 
poll.  Government  infighting  is  weakeioiED* 
ing  Roh's  political  grip,  raising  doub  eendinj 
about  his  ability  to  cope  with  Kore£  asoiis  fi 
economic  ills.  "It  seems  Roh  is  losii  iippme 
people's  confidence,"  says  Chang  Dc  leiiipio; 
Sung,  editorial  writer  of  Joong-Ang  III  inj to 
a  leading  national  daily. 

Roh's  recent  policies,  including  a  l(fis,&)E 
ceiling  on  wage  increases,  cheap  loa  hm 
for  investment  in  plant  and  equipmei  jard  as 
and  financial  incentives  to  exportei  iappy  ■( 
have  so  far  failed  to  bring  positive  ec  m  rig 
nomic  results.  "On  the  contrary,  the  pc  bvou 
cies  help  worsen  the  problems,"  sa  jgoou 
Bum  Kil-Jung,  a  senior  analyst  for  E  == 
rea  First  Securities  Co.  In  some  urb  -H^ 
areas,  housing  costs  rose  nearly  50% 
the  past  four  months  alone. 

Until  the  wave  of  strikes,  the  Trade  leijin, 
Industry  Ministry  was  issuing  glowi: 
reports  about  the  labor  outlook.  Negot  mttg  j 
tions  have  gone  smoothly,  with  pay  falpjf 
creases  below  the  government  limit,  k^^^ 
contrast,  production  losses  last  ye  (tupjj 
stemming  from  strikes  totaled  $6.5  1:  lartij 
lion,  and  wage  increases  averaged  19.7  if  fjjjj 

But  even  if  Roh  manages  to  tame  t  ^ 
recent  flareup  with  brute  force,  he  nee 
coherent  policies  to  restore  econon  ifiUjj, 
health.   Unless   he  can   cure   Kore;  1^1;^ 
growing  malaise,  he  will  lose  his  midd  ifjsfjjj 
class  support  base.  That  loss  would  be  \ 
lot  harder  to  reverse  than  a  one-d  mj-^ 


stock  scare. 


By  Laxmi  Nakarrni  in  Set 


mil 
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HE  PHILIPPINES:  AMERICAN  TROOPS 
EGIN  A  lONG  GOODBYE 


early  a  century  after  President  McKinley  sent  ships 
^Hand  troops  to  occupy  the  Philippines,  time  may  be 

running  out  for  U.  S.  military  forces  in  the  islands, 
ks  starting  on  May  14  in  Manila  on  the  future  of  Clark  Air 
se  and  Subic  Bay  Naval  Base,  the  anchors  of  U.  S.  military 
itegy  in  the  Western  Pacific,  promise  to  be  tense  and 
sibly  belligerent.  The  best  deal  the  U.  S.  can  wangle  seems 
be  a  phaseout  over  10  years,  starting  in  1991.  But  more 
'ly  is  an  agreement  to  leave  in  half  that  time,  unless  a 
[ipromise  can  be  worked  out — such  as  closing  the  obsoles- 
t  Clark  base  to  keep  the  more  vital  Subic  Bay  going. 
Jnderlying  the  talks  are  demands  by  growing  numbers  of 
pinos  for  an  end  to  dependence  on  the 
3.  After  American  pilots  from  Clark 
ped  President  Corazon  Aquino  put 
vn  a  coup  attempt  last  December,  such 
ionalist  resentments  sharpened.  On 
y  Day,  protest  rallies  in  Manila  and 
er  cities  called  for  removal  of  the 
;es.  Anti-Americanism,  including  at- 
ks  against  military  personnel,  is  rising, 
show  her  independence,  Aquino  needs 
impose  tougher  terms  for  continued 
lerican  use  of  the  bases. 
3LED  WAR.  On  the  U.  S.  side,  though, 
ending  of  the  cold  war  has  eroded  the 


CLARK  AIR  BASE  IS  PAST  ITS  PRIME 


sons  for  keeping  so  large  a  U.  S.  military  stake  in  the 
lippines,  with  40,000  American  troops,  dependents,  and  civil- 
employees.  The  result  is  to  lower  the  price  Washington  is 
ling  to  pay  to  keep  the  bases — especially  when  many  con- 
■ssmen  face  shutdowns  of  military  bases  in  their  own  dis- 
:ts.  Congress  cut  $96  million  from  this  year's  pledged  $481 
lion  in  economic  and  military  aid  to  Manila,  which  Filipinos 
:ard  as  rent  for  the  bases.  But  U.  S.  lawmakers  are  also 
lappy  with  Aquino's  slow  progress  on  issues  as  diverse  as 
nan  rights  and  land  reform.  "It's  not  quite  like  the  '80s, 
en  you  could  say  'the  Russians  are  coming,'  and  we  would 
into  our  pockets  for  more  money,"  says  Patricia  Schroeder 


(D-Colo.),  who  chairs  the  House  subcommittee  on  military 
installations. 

A  sudden  U.  S.  pullout,  though,  would  stagger  the  already 
wobbly  Philippine  economy.  With  70,000  Filipinos  now  on  the 
payroll,  the  U.  S.  military  is  the  country's  second-biggest  em- 
ployer, after  the  Manila  government,  and  its  spending  pumps 
more  than  $1  billion  annually  into  the  economy.  The  U.  S. 
bases  also  give  an  added  sense  of  stability  in  the  country,  says 
a  former  Assistant  Secretary  of  State  for  East  Asia,  Gaston  J. 
Sigur  Jr.  Without  that  assurance,  foreign  investment  might 
dry  up. 

At  Clark,  activity  has  contracted  since  the  end  of  the  Viet- 
nam War,  and  the  base's  strategic  role 
has  been  undercut  by  changing  technol- 
ogy such  as  longer-range  aircraft.  But 
some  items  on  Manila's  agenda  make 
American  officials  squirm.  The  Filipinos 
are  likely  to  press  for  expanded  joint  use 
of  military  facilities,  and  they  want  to  dis- 
cuss proposals  to  use  Subic  Bay's  ship- 
yard for  commercial  ship  repairs.  But 
many  U.  S.  military  officers  worry  about 
security  without  tight  U.  S.  controls.  And 
if  the  Subic  shipyard  were  privately  run, 
they  fear,  corruption  would  hurt  efficien- 
cy and  drive  up  costs. 
In  fact,  the  military  facilities  in  the  Philippines  could  be 
duplicated  elsewhere  in  the  region,  except  for  an  Air  Force 
bombing  range  that  is  the  only  live-firing  site  outside  the  U.  S. 
Singapore,  worried  that  a  U.  S.  pullout  would  leave  a  power 
vacuum  in  Southeast  Asia,  has  offered  to  let  U.  S.  ships  use  its 
repair  facilities.  Other  options  include  dispersing  operations  to 
smaller  installations  from  Hawaii  and  Guam  to  the  Indian 
Ocean  island  of  Diego  Garcia,  or  simply  pulling  back  in  re- 
sponse to  big  cuts  in  the  defense  budget.  With  anti-American- 
ism on  the  rise  in  the  Philippines  and  the  cold  war  over, 
leaving  is  no  longer  a  blustery  threat. 

By  Amy  Borrus  in  Washington  and  Kathleen  Barnes  in  Manila 


j" ^  Angeles  | 
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OBAL  WRAPUPI 


ONG  KONG 


l^eijing's  tolerance  for  democracy  in 
^Hong  Kong  will  be  tested  in  the 
onths  ahead  by  the  emergence  of  po- 
;ical  parties.  The  first  to  appear  was 
le  United  Democrats  of  Hong  Kong, 
'i  up  in  April  under  the  leadership  of 
artin  Lee,  a  lawyer  and  member  of 
le  colony's  Legislative  Council.  A 
roup  of  leading  businessmen  also 
ans  to  launch  a  party.  But  supporters 
•e  likely  to  shy  away  if  Beijing,  which 
ill  take  over  Hong  Kong  in  1997,  ex- 
cesses disapproval. 

The  parties  will  compete  next  year 
>r  18  seats  to  be  filled  by  popular  vote 
Hong  Kong's  60-member  legislature. 


The  United  Democrats  intend  to  push 
for  a  bill  of  rights,  among  other  mea- 
sures. The  aim,  Lee  says,  is  to  let  Chi- 
na's leaders  see  democracy  working  in 
Hong  Kong  "now,  not  in  1997." 

Some  sign  from  Beijing  that  it  will 
allow  such  democratic  processes  is  bad- 
ly needed.  Otherwise,  the  outflow  of 
emigrants,  expected  to  total  55,000  to 
60,000  this  year,  will  keep  rising. 

MEXICO  

President  Carlos  Salinas  de  Gortari 
hopes  to  give  a  new  spur  to  his 
strategy  for  market-driven  economic 
recovery  with  his  proposal  to  sell  off 
the  state-run  banking  system.  The  pri- 
vatization bill  he  sent  Congress  on  May 


2  would  reverse  President  Jose  Lopez 
Portillo's  takeover  of  the  banks  during 
the  1982  foreign  debt  crisis. 

Salinas'  proposal  calls  for  selling  off 
almost  the  entire  banking  system.  In- 
cluded are  three  top  banks — Banamex, 
Bancomer,  and  Banca  Serfin — that  to- 
gether account  for  $34  billion  of  Mexi- 
co's $47  billion  in  total  banking  assets. 
Whether  to  allow  foreign  ownership  is 
likely  to  stir  a  hot  debate  in  Congress. 
But  privatization  could  also  lure  back 
Mexican  flight  capital,  estimated  at  up 
to  $100  billion,  from  abroad.  And  it 
would  boost  prospects  for  closer  inte- 
gration of  the  U.  S.  and  Mexican  econo- 
mies— a  subject  Salinas  will  discuss 
when  he  visits  Washington  on  June  11. 


INATIONAL  OUTLOOK 
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AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leadership? 
Since  founding  the  industry  in  1971,  AMBAC  has  insured  over  $1.8  billion  (par  amount) 
in  transportation-related  issues.  That  translates  directly  into  new  and  better  roads, 

bridges,  transit  and  airport 
facilities  all  across  America, 
benefitting  millions  of  commuters, 
vacationers  and  business  travelers. 

Our  work  in 
transportation  is  further 
evidence  of  AMBAC's  commitment  to  strengthen  America,  and  help  secure  its  future, 
by  rebuilding  its  aging  infrastructure. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our 
acknowledged  analysis  and  research  capabilities.  Which  means  fast  turnaround  as 
well  as  competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest  in  it. 
A  philosophy  that  puts  everyone  on  the  same  road— and  moving  forward. 


JRCOAAMITMENT 
TO  AMERICA 
GOES  ON  FOR  MILES. 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza,  New  York,  NY  10004 
(212)668-0340 


;conomics 


Commentary/by  Karen  Pennar 


THE  INFLATION  BEARS  ARE  GROWLING  AT  SHADOWS 


ere  we  go  again. 

Two  months  ago,  recession 
seemed  nearly  a  foregone  con- 
usion:  Employment  in  manufacturing 
as  slipping,  and  demand  was  weaken- 
g  badly.  Now,  abruptly,  an  about- 
Lce:  Consumer  prices  jump  at  an  an- 
jal  rate  of  8.5%  in  the  first  quarter, 
)ending  picks  up,  and  inflation  is  the 
3w  threat.  Panicky  investors  drive 
elds  on  the  long  bond  up  past  9%. 
Sound  familiar?  Inflation 
!ems  to  be  following  a  sea- 
)nal  pattern,  rising  just  as 
did  last  spring.  No  one  ex- 
acts it  to  stay  at  8.5%:  A 
amber  of  special  factors,  in- 
uding  big  weather-induced 
creases  in  energy  and  food 
•ices,  should  be  reversed, 
ut  the  critical  question  for 
le  economy  is  whether  the 
;ore"  inflation  rate,  exclud- 
g  those  special  factors,  is 
•eeping  higher.  Many  say 
is.  But  a  close  look  at  the 
ambers  shows  that  inflation 
n't  getting  worse. 
LOOMSAYERS.  Most  econo- 
ists  had  figured  that  infla- 
Dn,  as  measured  by  the  con- 
imer  price  index,  would 
^erage  4%  to  4.5%  in  1990. 
ow,  the  bears  fret  that  in- 
ation  has  moved  up  a 
)tch,  to  4.5%  to  5%.  Some, 
ich  as  Boston  Co.'s  Allen  Sinai,  worry 
lat  price  increases  may  average  as 
uch  as  5.5%  this  year.  The  gloom- 
lyers'  rationale:  Labor  costs  are  up, 
specially  in  the  service  sector. 
But  the  numbers  aren't  so  straight- 
)rward.  True,  the  employment-com- 
snsation  index  for  workers  in  private 
dustry  was  up  5.2%  for  the  year  end- 
1  in  March,  compared  with  4.6%  a 
5ar  earlier.  Much  of  the  gain,  says 
;onomic  consultant  Jason  Benderly, 
;flects  1990's  first-quarter  increase  in 
Tiployers'  Social  Security  tax  rate. 
Even  a  look  at  wage  and  salary  in- 
•eases  alone  may  be  misleading, 
hat's  because  about  11%  of  the  work 
)rce  consists  of  sales  workers — every- 
ne  from  stockbrokers  to  real  estate 
ilespeople — whose  bonuses  and  com- 
lissions  tend  to  swing  dramatically, 
hese  swings,  says  Benderly,  mean 
lat  wage  gains  for  all  private  indus- 
•y  workers  were  overstated  last  year, 


as  sales  workers  logged  huge  in- 
creases. This  year,  overall  earnings 
gains  may  actually  slow,  dragged 
down  by  a  big  drop  in  sales  workers' 
bonuses  and  commissions. 

Such  workers  are,  of  course,  part  of 
the  service  sector,  and  it's  there  that 
the  most  troublesome  inflation  has 
been  recorded  lately.  Once  again, 
though,  fears  may  be  exaggerated.  For 
one  thing,  prices  for  services  tend  to 


lag  behind  other  prices.  Historically, 
says  economist  Samuel  D.  Kahan  of 
Fuji  Securities  Inc.  in  Chicago,  food 
and  energy  prices  are  the  first  to  turn 
down,  then  nondurable  prices,  then  du- 
rables, and  finally  services.  Price  mod- 
eration is  already  evident  in  the  pro- 
ducer price  index,  consisting  mostly  of 
commodity  goods.  The  PPI  declined 
0.2%  in  March,  and  Donald  Ratajczak, 
economist  at  Georgia  State  University, 
expects  it  to  post  a  0.3% 
drop  for  April.  So  eas- 
ing prices  should  show 
up  later  in  the  CPI, 
about  half  of  which 
measures  service  costs. 

And  if  the  price  of  a 
medical  procedure,  for 
instance,  has  risen  at 
twice  the  rate  of,  say, 
the  sticker  price  of  a 
midsize  car,  there  may 
be  a  good  reason.  The 


WILL  INFLATION 
SLOW  DOWN? 
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medical  procedure  may  not  only  be 
costlier  but  qualitatively  better,  mak- 
ing direct  price  comparisons  difficult. 
The  Bureau  of  Labor  Statistics,  which 
compiles  the  CPI  and  PPI,  regularly  at- 
tempts to  account  for  quality  improve- 
ments in  products  and  services.  But 
critics  contend  that  in  recent  years, 
technology  has  greatly  improved  the 
quality  of  many  services,  and  those  im- 
provements aren't  being  adequately  re- 
flected in  the  price  indexes. 

Indeed,  Fecieral  Reserve 
Board  Governor  Wayne  D. 
Angell  has  argued  that  the 
problem  of  accounting  prop- 
erly for  services  biases  infla- 
tion numbers  upward.  "It 
may  well  be  that  if  the  CPI 
overall  increases  at  a  1V2%' 
annual  rate,  the  real  rate  of 
inflation  is  actually  zero,"  he 
says.  That  would  mean  that 
March's  6.2%  annual  rate 
was  actually  less  than  57°. 
OVERWROUGHT.  Even  if  the 
wage  data  and  service  prices 
are  accurate,  that  doesn't 
mean  the  recent  increases 
are  sustainable.  That,  econo- 
mists agree,  is  because  the 
Fed  is  not  accommodating 
price  pressures.  Nobody 
knows  quite  what  measure 
of  money  growth  to  look  at 
these  days.  But  monetarist 
Jerry  L.  Jordan  at  First  Interstate 
Bancorp  in  Los  Angeles  is  satisfied 
that  bank  reserves  are  growing  at  a 
slow  21/2%  rate,  which  means  that  price 
pressures  will  not  be  fueled  by  money 
growth. 

The  true  state  of  the  economy,  of 
course,  lies  somewhere  between  out- 
right recession  and  rising  inflation.  But 
the  inflation  bears,  overwrought  about 
a  few  bad  numbers,  have  probably 
guaranteed  that  the 
recessionists  will  have 
their  day  again.  A  few 
weeks  of  9%-plus  yields 
will  not  only  cool  off  re- 
ported inflation  but  will 
also  weaken  housing 
and  dampen  demand. 
Before  long,  the  mar- 
kets will  shrug  off  in- 
flation worries  and 
start  fearing  recession 
yet  again. 


JOMICS 
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Volvo  chooses  the  natural  path. 


B 


>  the  time  \"olvo"s  first  car  left  the 
factory  m  1927.  the  company's  founders 
were  already  committed  to  an  innovative 
approach  to  growth. 

\'olvo.  they  decided,  should  be  charac- 
terized by  a  sense  of  responsibility 
towards  people,  including  employees, 
suppliers.  sh:.'  eholders  and  customers. 

For  quality-  linded  \blvo.  it  has  been 
a  natural  path    >  follow. 
That  lone-a^   '^ut  still  relevant,  com- 


mitment to  people  has  ser\'ed  them  well  pi? 
\'ol\  o  over  a  period  has  been  one  of 
the  most  profitable  automotive  manu- 
facturers in  the  world,  never  failing  to 
pay  annual  dividends  to  its  shareholdersfr,,p-; 
In  fact  \'olvo  has  never  lowered  the 
dividend.  \ blvo  stock  is  quoted  on  all 
major  markets,  including  New  ^'ork. 
Tokyo  and  London. 

\  oh  o  cars  are  among  the  safest  in  the 
\\  orld.  another  example  of  caring  for 


ople.  As  is  the  SEK  2.5  billion  ear- 
irked  for  environmental  protection 
3grams.  There  is  also  the  development 
plants  with  a  greater  focus  on  the 
iployee,  removing  the  traditional  as- 
nbly  Hne  as  a  method  of  production, 
rhe  commitment  to  people  made  in 
11  has  given  Volvo  a  sound  basis  for 
ntinued  development  and  growth.  We 
d  it  only  natural  for  Volvo  to  continue 
mg  the  same  path. 


VOLVO:  79,000  employees  worldwide. 
Sales  US  $  15  billion.  Business  activities 
encompass  cars,  trucks,  buses,  marine  and 
industrial  engines,  aerospace,  food  and  finance. 
Our  position  as  a  major  international  group 
with  substantial  operations  in  Europe  and 
North  America  is  a  result  of  quality,  safety, 
high  ethical  standards  and  showing  care 
for  people  and  the  environment. 
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AUTOS I 


ES  THE  ELECTRIC  CAR 
TO  REALITY 


s:,t  r.; 


But  ii  will  be  years  before  better  batteries  and  cheaper  materials  could  make  it  economical 


ff  and  on  for  a  century,  enthusi- 
lasts  have  promoted  electric  cars, 
and  for  that  long,  they've  been 
rebuffed.  Then,  last  month.  General  Mo- 
tors Corp.  gave  the  oddballs  a  boost.  GM 
said  it  will  produce  the  Impact,  an  alumi- 
num-skinned, electric  jackrabbit  that  GM 
says  jumps  to  60  mph  in  eight  seconds 
and  tops  out  at  100  mph  or 
so.  GM  won't  say  what  the 
Impact  will  cost,  or  how 
many  it  will  make,  or  by 
when — omissions  that  skep- 
tics say  may  add  up  to  nev- 
er. But.  coming  from  the 
world's  largest  auto  maker, 
even  a  maybe  suddenly 
makes  electric  cars  look  like 
more  than  a  dream. 
TOO  ROSY.  What  GM  sees  is 
potential  demand.  As  envi- 
ronmentalism  catches  on 
once  more,  smog-choked  cit- 
ies may  in  effect  legislate 
away  gasoline.  This  fall,  in 
fact,  the  California  Air  Re- 
sources Board  will  consider 
the  strictest  pollution  stan- 
dards ever  for  Los  Angeles. 
To  meet  them,  electric  cars 
might  have  to  replace  gas- 
powered  ones  at  the  rate  of 
100,000  a  year,  starting  in 
the  year  2000.  So  not  just 
GM,  but  Ford,  Chrysler, 
Volkswagen,  BMW,  Fiat, 
Peugeot,  and  a  consortium 
of  Japanese  producers  are 
toying  with  electric  cars. 
"There's  a  50-50  chance  the 
internal  combustion  engine 
will  go  the  way  of  the  bug- 
gj'  whip  by  2005,"  asserts 
Paul  B.  MacCready,  presi- 
dent of  AeroVironment  Inc., 
a  Monrovia  (Calif.)  company 
that  built  the  Impact  protot\"pe. 

That  may  be  too  optimistic.  For  in- 
stance, Ford  has  spent  just  S20  million 
on  electric-car  research  since  1982,  vs. 
about  S3  billion  to  develop  the  gas- 
powered  Taurus,  and  other  auto  makers 
are  moving  slowly,  too.  Still,  it  has  taken 
only  meager  sums  to  produce  major  ad- 
vances since  the  1970s,  when  two  oil 


crunches  sent  engineers  scampering  for 
alternatives  to  gasoline.  The  first  mod- 
ern electric  cars  were  converted  from 
internal-combustion  designs  and  cobbled 
together  with  off-the-shelf  components, 
such  as  heax'ys  direct-current  motors. 
The  cars  were  slow,  ran  no  more  than  40 
miles  on  a  charge,  and  their  golf-cart 


half  as  hea\^',  and  25%  as  expensively '^'^ 
Adding  a  lighter  and  more  aerodjmamii 
body,  low-friction  tires,  and  modestly  im 
proved  batteries  produced  the  Impact  if'™ 
which  gets  up  to  120  miles  on  a  six-hott  Kt'^i' 
charge  from  a  110-volt  household  outlet  t 
The  trouble  is  that  lightweight  materi  sr^ic 
als  such  as  aluminum  are  more  expen 
sive  than  steel.  And  in  smal 
production  runs,  the  prio 
gets  even  steeper,  since  tool 
ing  costs  are  spread  ove 
fewer  cars.  In  July,  Canadi 
an  parts  maker  Vehma  In 
ternational  will  begin  selling  _ 
converted    GM    vans — aP 


THE  ROADBLOCKS  STILL  AHEAD 
 FOR  ELECTRIC  CARS  

PRICE 

In  production  runs  of  no  more  than  a  few  thousand,  it's  at  least 
twice  that  of  comparably  sized  gas-powered  vehicles 

OPERATING  COSTS 

Replacing  batteries  ever\-  two  years  runs  twice  the  cost  of  gas  at  $1 
per  gallon.  Longer-lasting,  faster-charging  batteries  are  being 
worked  on — but  are  up  to  five  years  away 

RANGE 

120  miles,  or  less  than  half  that  for  gas-powered  cars.  A  full  batter\' 
recharge  takes  at  least  six  hours.  Cold  weather  reduces  batten- 
power  by  20%  or  more 


batteries  lasted  only  6,000  miles.  On 
rainy  days,  they  sometimes  shorted  out. 

Since  then,  miniature  electronics  have 
made  them  more  practical.  So-called  in- 
verters that  change  the  direct  current 
produced  by  car  batteries  to  alternating 
current  are  now  small  enough  to  fit  in  a 
car.  Alternating-current  motors  are  less 
complicated  than  direct-current  ones. 


$34,500  apiece.  And  in  mid 
summer.  Fiat  will  introduo 
the  Elettra,  a  $20,000  ver 
sion  of  its  $8,500  Panda 
economy  car,  that  will  ge 
just  45  miles  to  a  charge 
Such  trade-offs  create  ; 
chicken-and-egg  dilemma 
Higher  demand  would  brinj 
prices  down.  But  stee] 
prices  and  limited  perfoi 
mance  may  keep  demand  ii 
the  doldrums. 

NO  CHEAP  RIDE.  Better  bat 
teries  would  solve  the  prot 
lem.  The  2,200-pound  Impac 
has  32  10-volt  lead-acid  ba1 
teries,  similar  to  those  i: 
conventional  cars.  GM  eng 
neers  figure  they'll  have  t 
be  replaced  every  20,00! 
miles  at  a  cost  of  $1,500.  Ir 
eluding  the  price  of  electrici 
ity.  Impact's  operating  cosj 
would    be    about   $80  I 
month — twice  that  of  a  gas! 
powered  car,  if  gas  is  $1  \ 
gallon.  The  equation  is  mor 
favorable  in  Europe  and  Jj 
pan.  where  gas  costs  a  Ic 
more.  Even  in  the  U.  S.,  electric-car  ac 
vocates  note,  the  difference  would  nai 
row  if  the  costs  of  pollution  were  incluc 
ed.  But  that  doesn't  register  wit 
consumers.  "At  the  moment,  it  just  cost 
too  much  to  operate  these  things,"  say 
Bradford  Bates,  who  manages  Ford', 
electric-vehicle  program. 
None  of  the  solutions  seems  easy.  Fc 
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tance,  Chrysler  Corp.'s  experimental 
^an,  based  on  its  front-drive  minivan, 
IS  nickle-iron  batteries.  They're  30% 
iter  than  lead-acid  ones  and  can  last 
,000  miles.  But  they  cost  38%  more 
1  must  be  constantly  replenished  with 
ionized  water.  In  cold  weather,  the 
omatic  watering  system  could  freeze, 
d  when  the  batteries  are  charging, 
y  give  off  dangerous  amounts  of  ex 
give  hydrogen  gas. 
i  better  bet  may  be  the  sodium-sulfur 
teries  being  worked  on  by  Asea 
)wn  Boveri  of  West  Germany  and 
•d  Motor  Co.,  among  others.  They  can 
re  three  times  the  energy  of  lead-acid 
teries — and  last  longer,  too.  But  the 
;t  plants  to  make  them  don't  exist  yet, 
1  Ford's  Bates  says  it  could  be  five 
irs  before  it  is  clear  if  they'll  work — 
how  much  they'll  cost.  "They'll  also 
irate  at  300C  and  have  to  be  shielded 
avoid  burning  passengers  in  a  crash, 
suzu  Motors  Ltd.  could  augment 
se  efforts  with  a  device  it  announced 


flM'S  ELETTRA;  A  $20,000  L  .  .  u  CAR  THAT 
GETS  ONLY  45  MILES  TO  A  BATTERY  CHARGE 


on  Apr.  16.  Essentially  a  giant  capacitor, 
its  core  of  activated  charcoal  paste  will 
hold  20  times  the  power  of  a  convention- 
al battery,  weigh  just  one-twentieth  as 
much,  and  could  be  recharged  in  as  little 
as  30  seconds.  The  device  is  designed  for 
conventional  cars,  where  it  would  sup- 
plement batteries  so  that  smaller,  lighter 
ones  could  be  used.  Since  Isuzu,  which  is 
38%  owned  by  GM,  didn't  design  the  de- 
vice for  electric  cars,  it's  unclear  if  it  can 


work  in  them.  And  electric-vehicle  re- 
searchers doubt  that  Isuzu  can  perfect 
its  capacitor  in  two  years  as  it  predicts. 

Still,  proponents  say  some  sort  of  elec- 
tric vehicle  one  day  is  likely.  Kenneth  F. 
Barber,  director  of  the  Electric  &  Hybrid 
Pi'opulsion  Div.  at  the  U.  S.  Energy 
Dept.,  tliinks  inconvenience  will  be  a 
much  smaller  issue  once  electric  cars 
reach  a  range  of  200  miles,  perhaps  in 
this  decade.  Increases  in  gasoline  prices 
could  make  their  operating  costs  more 
competitive.  And  since  they  don't  use 
expensive  fuel-injected  engines  or  com- 
plicated exhaust  systems,  their  sticker 
prices  could  fall  fast  once  demand  heats 
up.  If  Vehma  sold  50,000  converted  GM 
vans  a  year,  experts  estimate,  the  price 
could  drop  in  half,  to  $18,000.  For  auto 
makers,  there's  also  this  to  consider:  If 
enough  cities  follow  L.  A.'s  lead,  they 
may  make  the  electric  car  viable. 

By  David  Woodruff  in  Detroit,  with  John 
Rossant  in  Rome,  Karen  Lowry  Miller  in 
Tokyo,  and  bureau  reports 


GASOLINE  VS.  ELECTRIC:  THE  TRADE-OFFS  ARE  TRICKY 


rhe  environmental  tally  looks  so 
easy:  Electric  cars  run  clean,  gas- 
oline-powered cars  pollute.  But  of 
lurse,  it  isn't  that  simple.  A  compari- 
in  of  the  energy  used  by  each  vehicle 
jgets  a  more  subtle  judgment:  Elec- 
ic  is  much  better  than  gas  but  also 
is  its  costs. 

In  every  big  U.  S.  city,  the  draw- 
icks  of  gas  cars  hang  in  the  air.  Their 
nissions  produce  smog,  lead  to  acid 
•in,  and  may  hasten  global  warming, 
lectric  vehicles  do  none  of  that.  Still, 
leir  power  has  to  come  from  some- 
here.  And  often,  it  isn't  from  clean 
lurces  such  as  hydro,  solar,  or  nucle- 
•  plants.  In  the  U.  S.,  more  than  half 
'  all  electricity  comes  from  coal-fired 
ants.  These  spew  sulfur  dioxide  (SO2) 
id  nitrogen  oxide  (NOx),  the  main  con- 
ibutors  to  acid  rain,  and  carbon  diox- 
e  (CO2),  which  has  been  linked  to  the 
[•eenhouse  effect. 

CKiNG  CLOCK.  One  of  the  most  de- 
fied studies  of  which  car  is  best  is 
•om  the  Electric  Power  Research  In- 
itute  in  Palo  Alto,  Calif.,  a  research 
roup  funded  by  electric  utilities  but 
idely  viewed  as  objective.  "My  study 
ikes  into  account  everything  from 
le  mine  mouth  to  the  rubber  on  the 
)ad,"  says  author  Tim  Yau.  "As  soon 
5  the  oil  is  taken  from  the  ground, 
le  energy  clock  starts  ticking." 
In  one  comparison,  Yau  pits  a  Gen- 
•al  Motors  Corp.  Impact  against  gas 
chicles,  and  the  electric  prototype 
loks  great.  Smog-producing  emis- 
ons  of  volatile  organic  compounds 


(VOCs)  and  nitrogen  oxide  would  drop 
sharply,  says  Yau.  So  would  carbon 
monoxide  and  COo.  One  trade-off 
might  be  higher  levels  of  sulfur  diox- 
ide, the  acid-rain  culprit.  But  Yau  and 
others  argue  that  any  nationwide  SO2 
increase  from  charging  electric  cars 
would  be  minor. 

The  benefits  could  depend  on  where 
the  car  is  used.  In  Los  Angeles,  a 
reduction  in  vocs 
and  NOx  would  be  a 
godsend,  says  Steve 
E.  Plotkin,  a  senior 
associate  in  the  Of- 
fice of  Technology 
Assessment's  ener- 
gy and  materials 
program.  But  in  a 
less  smoggy  area 
served  by  a  coal 
plant,  he  notes,  elec- 
tric cars  could  result 
in  a  net  environmen- 
tal loss  because  of 
an  increase  in  SOg. 

Such  trade-offs 
aren't  the  only  com- 
plicating factor. 
"One  problem  with  all  these  ana- 
lyses," says  Plotkin,  "is  that  if  you 
change  the  assumptions  just  a  little, 
you  change  the  results  all  over  the 
place."  For  instance,  Yau  based  his 
gas-pollution  estimates  on  cars  that 
get  40  miles  per  gallon,  the  best  con- 
ventional cars  do  now.  But  boost  mile- 
age 50% — a  technology  gain  that  may 
represent  no  greater  leap  than  the 


THE  IMPACT'S 
IMPACT 


Total  emissions  associated  with  generat- 
ing power  for  GM's  electric  car,  vs.  from 
0  gas-powered  cor  that  gets  40  mpg 

Electric  Gos 
Grams  per  mile* 

VOUTIIE  ORGANIC 
COMPOUNDS 

0.003  0.5 

NITROGEN  OXIDE 

0.03  0.6 

CARBON  MONOXIDE 

0.003  7.0 

CARBON  DIOXIDE 

105.0  275.0 

SULFUR  DIOXIDE 

1.0  0.08 

*For  cars  operating  in  the  Los  Angeles  basin 
DATA,  ELECTRIC  POWER  RESEARCH  INSTITUTE 


electric  car — and  the  difference  be- 
tween the  two  vehicles  narrows  a  lot. 

Other  assumptions  are  just  as 
tricky.  Mark  A.  DeLuchi,  a  researcher 
at  the  University  of  California  at  Da- 
vis, says  everyone  agrees  emissions  of 
carbon  monoxide  and  hydrocarbons 
would  be  "essentially  eliminated"  by 
electric  cars.  Suppose,  however,  that 
today's  lead  batteries  are  still  state  of 
the  art  by  the  year 
2000.  Electric  cars 
might  soak  up 
enough  juice  to  pro- 
duce a  13%  increase 
in  power-plant  COg 
emissions.  But  if 
electric  cars  ran 
on  the  high-perfor- 
mance, sodium-sul- 
fur batteries  cur- 
rently being  devel- 
oped, there  would  be 
40%  less  CO2  in  the 
air.  In  either  case, 
there's  still  the  prob- 
lem of  recycling,  or 
disposing  of,  the 
banks  of  batteries 
needed  to  power  electric  cars. 

Even  in  his  worst-case  scenario,  De- 
Luchi maintains  that  electric  cars 
would  produce  a  net  environmental 
benefit.  That  sentiment  is  echoed  by 
other  researchers.  What  remains, 
however,  is  a  daunting  task:  Making 
electric  cars  as  convenient  and  afford- 
able as  those  that  run  on  gas. 

By  Robert  Btideri  in  New  York 
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The  Most  PowerW 


56/MC 

^6  PC  By  Design. 


Standard  Features 


i486  Native  Design 

Micro  Ctiannel  Arctiitecture 

25MHz  Processing  Speed 

128KB  Of  High-Speed  Cache  Memory 

SuperVGA  Display  Adapter 

Small  Computer  System  Interface 
(SCSI)  Multi-Peripheral  Controller 

Worldwide  Service  and  Support 

Available  Now 


When  our  engineers  sat  down  to  build  the  NCR  PC486/MC,  they  were 
determined  to  unleash  the  full  power  of  the  Micro  Channel™  architecture  and 
the  i486™  microprocessor. 

They  succeeded.  PC  I  Computing  reports 
"the  PC486/MC  is  on  the  front  edge"  of  486 
desktops.*  With  its  dual  high-speed  cache 
design,  the  system  takes  full  advantage  of  the 
performance  potential  of  the  486  microprocessor. 
And  its  implementation  of  Micro  Channel 
architecture  makes  it  the  clear  leader  in  provid- 
ing full  32-bit  performance. 

According  to  BYTE  Lab  benchmarks,  the  PC486/MC's  "mass  storage 
subsystem  (with  a  100MB  SCSI  hard  drive)  turned  in  the  fastest  performance 
weVe  ever  measured!'* 

The  PC486/MC  is  a  hot  box  that  comes  standard  with  advanced  features 
you  won't  fmd  on  competitive  machines.  In  fact,  you  won't  find  many  competi- 
tive machines.  Ours  is  the  only  native  design  486  Micro  Channel  PC  from 
a  major  vendor  now  available.  Which  is  why  weVe  already  rolled  up  a  com- 
manding market  share. 

The  PC486/MC  is  the  first  of  a  family  of  advanced  PCs  that  will  lead  the 
market  in  speed,  power,  and  availability. 

Our  PC  family  also  includes  high-performing  286"  and  386™- based 
PCs.  Backed  by  the  resources  of  a  $6  billion  computer  company  with  sen'ice 
and  support  in  nearly  every  country  in  the  world.  And  a  commitment  to 
quality  that  is  unequaled. 

Call  1 800  544-3333  for  a  free  six-page  comparison  brochure.  We'll 
also  put  you  in  touch  with  the  NCR  or  Businessland  representative,  or  other 
Authorized  NCR  Reseller  nearest  you. 


N  c  r^^ 


open,  Cooperative  Computing. 
The  Strategy  For  Managing  Change. 


NCR  is  the  name  and  mark  of  NCR  Corporation.  Miao  Channel  is  a  trademark  of  IBM  Corporation.  486, 386,  and  286  are  trademarks  of 
Intel  Corporation.  •Sources:  PC/ Com^wi^,  March  1990.  BYTEWEEK.wmm.  ©  1990  NCR  Corporation. 
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EDITED  BY  ROBERT  BUDEPI 


THAT  WAS  EDITH  PIAF  AND  BAD  BOYS. 

NEXT  UP  mwusr  by  sting 


The  idea  of  Michael 
Jackson  belting  out 
Pagliacci  might  not  be  ap- 
pealing. But  how  about 
Enrico  Caruso  singing  op- 
eras written  after  he 
died?  If  Stanford  Univer- 
sity graduate  student  Per- 
ry R.  Cook  has  his  way, 
music  lovers  will  get  both 
options. 

Working  at  Stanford's 
Center  for  Computer  Re- 
search in  Music  and 
Acoustics,  Cook  has  developed  a  computer  program  that  simu- 
lates the  complicated  mechanics  of  the  human  singing  voice — 
from  glottis  to  open  mouth.  Called  SPASM,  for  Singing  Physical 
Articulatory  Synthesis  Model,  the  program  might  one  day  tap 
into  data  bases  containing  performances  of  great  singers.  A 
devoted  listener  could  then  call  on  the  computer  to  recreate 
the  singer's  voice  performing  songs  he  or  she  never  recorded. 

Cook  has  no  specific  commercial  prospects  lined  up,  but  the 
lab  is  supported  by  many  computer  and  music  companies  that 
might  want  to  make  a  deal  someday.  So  far,  using  a  NeXT 
computer,  SPASM  can  only  piece  together  a  few  vocal  exercises. 
But  Cook  is  working  on  getting  it  to  perform  Louie,  Louie. 


PINPOINTING  A  PARASITE 
THAT  THREATENS  MOMS-TO-BE 


Toxoplasmosis  is  a  disease  millions  of  people  have  but  few 
worry  about.  Caused  by  a  microscopic  parasite  often  found 
in  cat  litter  boxes,  it  has  infected  about  half  the  U.  S.  popula- 
tion. Most  people  have  developed  immunity.  But  if  a  pregnant 
woman  is  exposed  to  the  parasite  for  the  first  time,  the  results 
can  be  tragic:  Babies  infected  in  the  womb  might  be  stillborn 
or  retarded — or  develop  blindness  or  epilepsy  later  in  life. 
Some  8,000  infected  infants  are  born  in  the  U.  S.  each  year. 

Now,  Abbott  Laboratories  is  offering  an  antibody  test  for 
toxoplasmosis  that  it  calls  a  significant  advance  in  detecting 
and  preventing  the  disease.  Current  tests  take  a  trained  tech- 
nician hours  to  complete  and  are  prone  to  error,  says  Abbott 
marketing  manager  Eugene  Cartwright.  The  new  technique 
costs  only  a  few  dollars  and  runs  on  testing  equipment  already 
installed  in  thousands  of  hospitals.  Cartwright  says  the  35- 
minute  test  detects  the  disease  in  97%  of  all  cases.  If  infected, 
a  pregnant  woman  can  choose  a  drug  therapy  that  might 
prevent  the  disease. 


lOW-GRAVITY  TESTING 
AT  ROCK-BOTTOM  PRICES 


Scientists  experimenting  with  high-temperature  supercon- 
ductors have  long  yearned  for  the  zero-gravity  haven  of 
space.  Reason:  The  lack  of  gravity  would  let  them  melt  materi- 
als and  resolidify  them  v.  ith  crystalline  alignments  impossible 
to  create  under  normal  earth  forces — possibly  leading  to  im- 
proved superconducting  substances.  The  problem  with  such  an 
approach  is  the  extraordinary  cost  of  buying  time  on  space 
shuttle  flights — often  millions  of  dolla  s. 


Now,  Space  Industries  International  Inc.  in  Houston,  m 
conjunction  with  Calspan  Corp.  of  Buffalo  and  Los  Alamos 
National  Laboratory,  is  offering  an  alternative.  The  Sheet 
Float  Zone  Furnace  is  designed  for  aircraft  that  fly  in  a  steep 
arc  called  a  parabola.  For  about  25  seconds  at  the  top  of  the 
arc,  the  plane  enters  a  period  of  extremely  low  gravity.  The 
furnace,  employing  light-focusing  reflectors,  can  reach  tem- 
peratures of  1,300C  in  two  seconds — providing  enough  time  tc 
reconfigure  materials  while  still  in  low  gravity. 

The  SFZF's  first  commercial  run  is  scheduled  for  June.  Since 
the  cost  is  $4,000  per  sample,  and  one  aircraft  can  perfora 
about  45  parabolas  a  day,  the  furnace  can  be  used  to  test  a 
wide  range  of  materials  quickly  and  cheaply,  developers  say, 


BEYOND  DRUGS  THAT 

BLAST  THROUGH  BIOOD  CIOTS 


Strokes  and  heart  attacks  occur  when  the  flow  of  blood  tc 
the  brain  and  heart  are  blocked.  That's  why  a  new  genera 
tion  of  wonder  drugs  such  as  tPA,  which  blast  through  blooc 
clots,  was  so  eagerly  awaited.  Now,  there's  a  separate  class  oi 
drugs  emerging  that  may  keep  new  clots  from  forming  aftei 
tPA  and  its  cousins  are  administered. 

Robert  L.  Hunter,  an  Emory  University  professor  and  re 
search  director  of  a  small  Atlanta-based  pharmaceutical  com 
pany,  CytRx  Corp.,  has  developed  a  synthetic  drug  that  acts 
like  motor  oil  for  blood  vessels.  The  drug,  RheothRx,  consists 
of  two  chemical  components.  One  attaches  to  a  damaged  blooc 
vessel  where  clots  normally  form.  The  other  stretches  out  int( 
the  vessel,  acting  as  a  lubricant  to  ease  blood  platelets  on 
CytRx  says  the  first  human  uses  will  be  to  facilitate  blooc 
flow  in  sickle-cell  anemia  patients  and  burn  victims.  But  the 
big  score  will  come  if  the  drug  is  approved  for  treating  stroke 
and  heart  attack  patients — a  potential  $1  billion  market,  ac; 
cording  to  CytRx.  Last  month,  pharmaceutical  giant  Bur 
roughs  Wellcome  Co.  signed  a  licensing  agreement  witl 
CytRx  to  develop  RheothRx  for  just  those  purposes.  I 


I 


NOW,  YOU  CAN  MOW  THE  LAWN 
FROM  YOUR  HAMMOCK 


Remember  how  jealous 
your  neighbors  got  when 
you  bought  that  lawn  trac- 
tor? There  you  were,  riding 
high  on  the  padded  seat  while 
they  sweated  and  struggled 
pushing  a  clumsy  upright 
power  mower.  Well,  the  Lawn 
Ranger  should  really  make 
the  Joneses  green  with  envy. 
It's  a  computerized  robot  that 
can  cut  the  grass  by  itself: 
Just  use  a  joystick  to  guide 
the  Ranger  around  your  lawn's  perimeter,  and  then  let  it  go  o; 
automatic.  As  you  loll  in  a  hammock,  an  infrared  sensor  sys 
tem  steers  the  mower  toward  uncut  grass. 

The  Lawn  Ranger,  created  by  two  inventors  at  Technica 
Solutions  Inc.  in  Damascus,  Md.,  shuts  itself  off  when  there' 
no  more  grass  to  cut  or  when  it  encounters  an  obstacle  sue 
as  a  tree.  An  optional  sonar  sensor  can  even  maneuver  th 
cutter  around  trees  and  shrubs.  But  before  you  order  a  Ran^ 
er,  be  warned:  Luxury  comes  at  a  price.  An  electronic  kit  cost 
$690,  not  including  batteries,  motors,  and  frame.  A  fully  as 
sembled  version — price  has  not  yet  been  determined — migh 
be  ready  next  summer. 
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This  is  what 
it  feels  like 
to  have 
asthma. 


Try  breathing  through  a  thin  straw. 
With  an  asthma  attack  it's  a  fight  for 
every  breath  you  draw. 

Asthma  is  a  serious  lung  disease  that  can  affect  children  and  adults  at  any 
time.  An  attack  can  be  triggered  by  such  diverse  causes  as  cold  air,  pets, 
tobacco  smoke,  dust,  and  stress.  The  American  Lung  Association*  is 
helping  people  control  asthma  so  they  can  lead  happy,  normal,  active  lives. 

It's  a  matter  of  life  and  breattf 


AMERICAN  3:  LUNG  ASSOCIATION 

The  Christmas  Seal  People  * 


Space  contributed  by  the  publisher  as  a  public  service 


HE  COMES  FROM 
A  BROKEN 
HOME. 


Every  day  140,000  acres  of  tropical  forest 
are  axed,  burned,  or  clear  cut.  The  result: 
this  margay  —  and  thousands  of  other 
species  that  call  these  forests  home  —  are 
teetering  on  the  brink  of  extinction. 

Tropical  forests  help  regulate  the 
Earth's  climate.  And  they  shelter  ~A  of  all 
Earth's  species  —  unique  life  forms  that 
give  us  priceless  medical,  industrial,  and 
agricuhural  benefits. 


The  Nature  Conservancy  works 
creatively  with  partners  throughout  Latin 
America  to  safeguard  tropical  habitats. 
But  we  need  your  help,  so  join  us.  Write 
The  Nature  Conservancy,  Latin  America 
Program,  Box  CD0031,  1815  N.  Lynn 
Street,  Arlington,  VA  22209.  Or  call 
1-800-628-6860. 

It's  a  question  of  proper  housekeeping 
in  the  only  home  we've  got. 


Nature}^ 

conservancy 
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Cmsewation  Through  Private  Action 


It's  not  surprising  that  one  out  of  four  cleared,  pushing  untold  numbers  of  species 

pharmaceuticals  comes  from  tropical  toward  extinction. 
forests.Orthatan  estimated  1,400  tropical      The  future  of  medicine  and  agriculture, 

plants,  like  the  rosy  periwinkle,  have  the  existence  of  thousands  of  wildlife 

promising  anti-cancer  properties.  After  species,  and  the  survival  of  hundreds  of 

all,  as  home  to  half  of  the  worlds  plant  and  millions  of  people  in  developing  countries 

animal  species,  these  forests  are  a  vast  depend  on  what  we  do  now  to  keep  the 

biochemical  warehouse.  tropical  forests  alive. 

What  is  surprising  is  that  the  human       The  means  of  solving  this  problem  are 

race  is  destroying  this  living  resource  at  an  within  our  reach.  Write  in  order  to  find  out 

alarming  pace.  how  you  can  help  keep  the  tropical  forests 

Each  day  74,000  forested  acres  are  alive,  before  the  reasons  disappear 


KeepTropical  FoieslsAlive. 


Tropical  Forest  Project,  World  Resources  Institute,  1735  New  York  Avenue,  N.  W  Washington,  D  C.  20006/ Prepared  by  Richardson,  Myers  &  Donofrio.  Inc. 
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low,  THEY'RE  SELLING  BMWs 
lOOR-TO-DOOR— ALMOST 


ut  so  far,  the  new  U.S.  aggressiveness  isn't  a  hit 


SLOW  LANE 


Since  he  became  president  of  BMW 
of  North  America  Inc.  last  Au- 
gust, Karl  H.  Gerlinger  has  seen 
3  division's  results  go  from  bad  to 
3rse.  Although  BMW,  with  global  reve- 
les  of  $16  billion,  had  a  record  year 
erall,  in  the  U.  S.  its  1989  auto  sales 
d  to  65,000,  337^  below  its  1986  peak. 
Nobody  is  blaming  Gerlinger,  who 
is  sent  to  the  U.  S.  after  reviving 
iw's  Italian  market.  Changes  in  the 
X  laws  that  curbed  interest  deductions 
r  auto  loans  have  cut  demand.  The 
ronger  West  German  mark  has  pushed 
iw  prices  higher.  And  new  Japanese 
odels  have  grabbed  share  in  the  lower 
id  of  the  luxury  market.  Still,  the  50- 
■ar-old  executive  was  sent  here  as  a 
aster  marketer,  and  so  far  he's  having 
ouble  getting  U.  S.  dealers  to  buy  even 
s  turnaround  plans. 
VRDER  SELL.  At  an  interview  at  BMW's 
!adquarters  in  Woodcliff  Lake,  N.J., 
srlinger  exuded  optimism.  He  lowered 
■ices  overall  in  October,  and  now  he 
)pes  that  the  318i  and  318is,  two  new 
odels  priced  around  $20,000,  will  draw 
)unger  customers.  Even  more  impor- 
nt,  though,  is  his  new  strategy  for 
;alers:  He  wants  them  to  get  out  of 


their  showrooms  and  find 
buyers.  "We're  moving  from 
the  passive  approach  to  the 
active,"  says  Gerlinger. 

Gerlinger's  effort  to  reori- 
ent his  400  dealers  started  at 
BMW's  two  sales  conferences 
in  Florida  and  California  last 
November.  Drawing  on  Eu- 
ropean experience,  he  and 
his  top  marketing  aides  told  dealers  that 
they  should  make  cold  calls  to  potential 
customers,  organize  promotional  events, 
and  launch  direct-mail  campaigns.  Rely- 
ing just  on  local  and  national  advertising 
to  draw  buyers  into  showrooms  isn't 
enough,  they  said. 

Gerlinger  also  brought  in  a  marketing 
consultant,  who  told  dealers  they  should 
seek  out  more  affluent  customers — not 
just  the  usual  suspects  such  as  surgeons 
and  lawyers,  but  such  less  obvious 
choices  as  local  dry  cleaners  or  building 
contractors.  And  Gerlinger  proposed 
that  dealers  save  their  prospects  time  by 
dropping  off  cars  for  test  drives  at 
homes  and  offices. 

Since  November,  the  company  has 
sent  follow-up  manuals  on  how  to  find 
new  customers.  Gerlinger  has  also  sent 
BMW  salespeople  and  sample  cars  to  such 


gatherings  of  big  spenders  as  a  conven- 
tion for  private  airplane  owners. 

What  Gerlinger  wants  is  to  fire  up  all 
his  dealers  with  the  enthusiasm  of  such 
top  producers  as  Bob  Clore.  The  general 
sales  manager  of  Dan  Boone  BMW  in 
Houston,  Clore  has  long  used  his  cus- 
tomers to  get  sales  leads  on  new  buyers. 
He  sends  out  promotional  videotapes  to 
prospects,  then  drops  off  cars  at  poten- 
tial buyers'  homes.  Clore  is  even  willing 
to  negotiate  sales  via  fax.  "They  practi- 
cally kidnapped  me,"  says  Houston  de- 
veloper Patrick  Graham  of  Dan  Boone 
BMW's  technique.  Graham  got  a  BMW 
535i  for  the  weekend  and  traded  in  his 
Lincoln  the  following  Monday. 
TURNOFF.  Despite  such  successes,  the 
U.  S.  division's  results  remain  weak. 
March  sales  were  the  best  since  August, 
ut  first-quarter  unit  sales  are  still  down 
T'  l  (chart).  And  for  April,  BMW  expects 
s;iles  of  5,500  cars — 60  more  than  in 
.March  but  down  7%  from  April,  1989.  So, 
to  meet  his  1990  goal  of  matching  1989 
results,  Gerlinger  has  to  score  big  for 
the  rest  of  the  year. 

Some  dealers  say  Gerlinger's  hands- 
on  involvement  in  sales  techniques  has 
been  a  turnoff.  "A  number  of  the  deal- 
!  ers  that  I  spoke  to  thought  it  was 
odd,"  says  David 
Spiegel  about  BMW's 
proselytizing  at  the 
November  confer- 
ences. Spiegel,  who 
runs  the  BMW  Gallery 
in  Norwood,  Mass., 
sensed  that  some 
dealers  resented  BMW 
for  telling  them  how 
to  do  their  job.  Others 
have  just  paid  no  at- 
tention. Halfway 
through  a  speech  by  a 
marketing  consultant, 
Maywood  (N.J.)  dealer  Roy  Sommer- 
halter  Sr.  headed  for  the  golf  course 
with  a  couple  of  other  dealers. 

Even  many  of  the  dealers  who  like 
the  idea  of  targeting  the  affluent  are 
still  looking  for  success.  Felix  Callari, 
owner  of  Continental  BMW  in  Darien, 
Conn.,  bought  an  address  list  of  2,000 
well-off  prospects.  In  September  and  Oc- 
tober, he  mailed  them  invitations  to  have 
lunch  and  go  for  a  test  drive.  Result: 
Only  two  sales.  Callari  says  that  part  of 
the  problem  is  that  many  Darien  resi- 
dents work  on  Wall  Street  and  have 
been  squeezed  since  October,  1987. 
Whatever  the  reason,  such  poor  results 
as  Callari's  aren't  likely  to  help  Ger- 
linger sell  the  dealers  on  his  European, 
active  approach. 

By  Bruce  Hager  in  Woodcliff  Lake.  N.  J., 
with  John  Templeman  in  Bonn 
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SLOWED  IN  THE  FIRST  QUARTER,  AND  THEY  COULD  POST  A  GAIN  FOR 


ouia  the  storm  that  has  engulfed 
corporate  profits  be  abating?  In 
the  three  months  that  ended  in 
March,  earnings  didn't  stop  declining, 
but  the  drop  was  the  smallest  since  the 
current  slide  began  last  fall.  And  with 
the  economy  now  showing  some  signs  of 
life,  there's  support  for  the  view  that 
profits  will  rebound  and  show  a  gain  for 
the  full  year.  Interest  rates  will  play  a 
crucial  role  in  deciding  whether  the 
worst  is  over. 

Earnings  for  the  900  companies  in 
BUSINESS  week's  Corporate  Scoreboard 
fell  12?(  in  the  first  quarter — considera- 
bly less  than  the  fourth  quarter's  19'/! 
year-to-year  decrease  and  the  third  quar- 
ter's 22'/f  decline.  What's  more,  first- 
quarter  sales  grew  97< ,  slightly  ahead  of 
the  S7(  recorded  in  the  fourth  quarter 
and  the  same  as  in  the  third. 

The  12'/f  decrease  in  first-quarter  prof- 
its does  not  include  the  Big  Three  auto 
makers,  which  did  not  release  earnings 
in  time  to  be  included  in  the  Scoreboard. 
However,  Chrysler  Corp.  subsequently 
reported  a  79.8%  drop  in  first-quarter 
earnings.  Analysts  expected  declines  at 
General  Motors  Corp.  and  Ford  Motor 
Co.,  too. 

NO  HOSANNAS.  The  results  are  hardly 
cause  for  rejoicing  in  executive  suites. 
"The  profit  picture  is  still  quite  bleak, 
for  reasons  that  have  been  plaguing  cor- 
porations for  almost  a  year,"  says  Mark 
Zandi,  an  economist  with  Regional  Fi- 
nancial Associates  in  West  Chester,  Pa. 
As  in  the  previous  two  quarters,! 
nearly  every  industry'  endured  ris- 
ing labor  costs  in  the  first  quarter 
But  companies  remained  reluctant  to 
raise  prices  because  of  sluggish  econom- 
ic growth  and  stiff  competition. 

Recent  economic  reports,  however, 
show  that  .he  scene  may  be  changing. 
Gross  national  product  grew  at  a  re- 
spectable 2.1%  in  the  first  quarter,  near- 
ly twice  the  fourth  quarter's  anemic  lev- 
el of  1.1%.  Meanwhile,  inflation  rose  at  a 
6.5%  annual  rate  in  the  first  quarter,  up 
from  3.6%  in  the  fourth  quarter.  "Even 
if  the  economy  stabilizes  at  a  low  rate, 
you  would  get  a  turnaround  in  prof- 
its," says  Jason  Benderly,  president 
of  Benderly  Economic  Associates  in 
Summit,  N.  J. 

A  big  reason  is  inflation.  Companies 


are  likely  to  have  more  room  to  raise 
prices  and  further  expand  profit  mar- 
gins, which  grew  to  5%  in  the  first  quar- 
ter from  a  razor-thin  3.6';  in  1989's 
fourth  quarter.  Corporations  facing 
fierce  competition  from  foreign  compa- 
nies could  benefit  most.  Inflation  is  pick- 
ing up  overseas,  too,  and  nonoil  import 


.mi 


prices  have  been  climbing  since  Novem  Kr. 
ber,  1989,  says  Stephen  S.  Roach,  chiej  fflci 
economist  at  Morgan  Stanley  &  Co.  Th( 
rise  was  5%  in  March  alone,  comparec  tw.! 
with  a  1%  average  decline  during  th«  tmof 
first  10  months  of  1989,  he  says.  Thf  lijs" 
trend  has  been  helped  by  the  stability  oi  it  !^ 
the  dollar  against  currencies  in  Europe 
which  is  the  source  of  many  manufac 
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ed  imports  such  as  machine  tools  and 
micals. 

'ompanies  whose  toughest  competi- 
1  comes  from  Japan  are  unlikely  to 
much  pricing  flexibility.  With  the 
I  down  10%  against  the  dollar,  the 
t  of^apanese  goods  is  falling,  as 

*3< 


measured  in  U.  S.  dollars.  However,  Jap- 
anese manufacturers  are  expected  to 
keep  car  and  consumer-electronics  prices 
steady,  as  they  did  when  the  yen 
strengthened  against  the  dollar. 

Several  analysts  are  looking  for  profit 
growth  this  year.  Susan  C.  Lakatos  of 
Kidder,  Peabody  &  Co.  estimates  earn- 
ings will  be  up  about 
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4%.  The  consensus  of  stock  analysts  sur- 
veyed by  Zack's  Investment  Research  is 
for  a  9%  gain  in  profits  among  compa- 
nies making  up  the  Standard  &  Poor's 
500-stock  index.  But  improvement  is  like- 
ly only  as  long  as  rising  inflation  does 
not  lead  to  higher  interest  rates.  This 
would  put  further  pressure  on  debt-lad- 
en companies,  offsetting  any  gains  from 
raising  prices.  "The  question  is  whether 
inflation  will  cause  the  Fed  to  tighten 
and  slow  the  economy  down  in  the  sec- 
ond half,"  says  Lakatos. 

For  some  industries,  the  slowdown 
has  already  arrived.  The  financial  ser- 
vices group  suffered  a  $441.8  million 
,^  loss,  while  airlines  had  a  $61.9  million 
\\  loss.  American  Express  Co.  report- 
r/  ed  a  $619.8  million  loss,  and  its  ma- 
jority-owned subsidiary  Shearson 
Lehman  Hutton  Inc.  recorded  a  $758  mil- 
lion loss  as  a  result  of  restructuring. 
Delta  Air  Lines  Inc.  and  Southwest  Air- 
lines Co.  were  the  only  companies  in  the 
airline  group  that  did  not  report  a  loss. 

Time  Warner  Inc.'s  $51  million  loss 
helped  drag  down  the  publishing  group, 
whose  first-quarter  profits  declined  51%. 
Time  Warner's  loss  was  due  to  Time's 
acquisition  of  Warner,  but  advertising 
weakness  hurt  other  publishing  compa- 
nies such  as  Dow  Jones  &  Co.,  whose 
profits  fell  88%,  and  New  York  Times 
Co.,  which  reported  a  47%  decline  in 
earnings. 

Other  weak  performers  included 
trucking  and  shipping,  down  74%;  medi- 
cal products,  down  71%;  and  tire  and 
rubber,  off  59%.  The  steel  group,  suffer- 
ing from  lower  demand  and  saddled  with 
higher  labor  costs  from  new  contracts 
signed  last  year,  was  down  37%. 
HOLDING  THE  LINE.  Cutbacks  in  defense 
spending  seem  certain  to  take  their  toll 
on  aerospace  companies,  but  this  group 
managed  to  report  a  30%  gain  in  first- 
quarter  earnings.  During  1989,  many  de- 
fense contractors  cleaned  up  their  bal- 
ance sheets  by  taking  large  write-downs 
against  fixed-price  contracts  requiring 
them  to  pay  cost  overruns.  This  set  the 
stage  for  better  profits  in  the  near  term. 
Northrop  Corp.'s  earnings  soared  890% 
with  the  help  of  an  extraordinary  gain 
from  selling  its  headquarters  building. 
Lockheed  Corp.,  which  recently  won  a 
proxy  fight  against  Harold  C.  Simmons, 
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the  Dallas  investor,  turned  in  a  5'f 
increase. 

Companies  in  the  -ervice  sector  were 
the  big  winners  ii;  the  first  quarter. 
Thanks  to  SchluniLerger  Ltd.'s 
earnings  gain,  petroleum  services,  with 
a  4T''(  increase,  led  ail  industry  groups. 
After  remaining  in  the  doldrums 
through  much  of  the  1980s,  the  oil  patch 
is  starting  to  perk  up,  as  higher  energy- 
prices  spur  exjiloration  and  development. 


Rising  health  care  expenditures  have 
helped  di-ive  up  pa\Toll  costs  for  all  cor- 
porations, but  they're  fattening  the  bot- 
tom line  for  that  industrj-.  Earnings  in 
the  health  care  services  group  surged 
45%  in  the  first  quarter,  led  by  a  99% 
gain  at  American  Medical  International. 
Other  big  gainers  included  tobacco,  up 
44' ' ;  broadcasting,  ahead  37''; :  and  enter- 
tainment, up  29%. 

Even  among  first-quarter  laggards. 


there's  hope  that  the  dark  clouds  raining 
down  on  corporate  profits  are  finally  re 
ceding.  Paul  H.  O'Neill,  chairman  o 
Aluminum  Co.  of  America,  which  report 
ed  a  46%  earnings  decline,  says  that  oi  ^jjiy 
ders  picked  up  in  March  and  that  "dett 
rioration  in  the  economy  seems  to  hav  ^ 
stopped."  If  he's  right,  corporate  profit  '^'^ 
will  have  nowhere  to  go  but  up  for  th 
rest  of  the  year. 

By  Monica  Roman  in  Xew  Yor 
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PERCENT  CHANGE  FROM 
SAME  PERIOD  PRECEDING 
YEAR,  ALL  INDUSTRIES 


12-MONTH 
MOVING  AVERAGE 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 

Weakness  in  many  basic  manufacturing  industries  and  in  financial  sectors 
was  a  key  factor  in  the  S5.2  billion  decline  in  earnings  for  the  first  quorter 
of  1 990.  Here  is  a  list  of  groups  with  the  biggest  dollar  shifts  in  earnings 
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These  industries  account  for  more  than 
half  of  all  sales  in  BW's  First-Quarter 
Scoreboard.  Here's  how  their  share  of 
total  profits  in  the  latest  quarter  compares 
with  the  same  quarter  a  year  ago 
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fIRST  QUARTER  1990 


LOSSARY 

lies:  Includes  all  sales  and  other  operating 
'enues.  For  banks,  includes  all  operating 
'enues. 

ofits:  Net  income  before  extraordinary 
ms  and  discontinued  operations.  For  banks, 
)fits  are  net  income  offer  security  gains  or 
ses. 

irgins:  Net  income  before  extraordinary 
ms  as  percent  of  sales, 
turn  on  invested  capital:  Ratio  of  net 
ome  before  extraordinary  items  and 


lOMPANY  SAIES 


discontinued  operations,  plus  minority  interest 
and  interest  expenses  adjusted  by  tax  rate 
(all  for  most  recent  12  months),  to  latest 
available  total  funds  invested  in  company. 
Return  on  common  equity:  Ratio  of  net 
available  for  common  stockholders  (most 
recent  12  months)  to  latest  available  common 
equity,  which  includes  common  stock,  capital 
surplus,  retained  earnings. 
Price-earnings  ratio:  Based  on  Apr.  20 
stock  price  and  earnings  for  latest  12 
months. 


PROFITS   RETURN 

MARGINS 


Growth  in  common  equity:  Annual 
percentage  growth  in  common  equity  for 
latest  5-year  period. 

Growth  in  earnings  per  share:  Annual 

percentage  growth  in  earnings  per  share, 

including  all  common  stock  equivalents  for 

latest  5-year  period. 

Market  value:  Latest  available  shares 

outstanding  times  stock  price  on  Apr.  20, 

1990. 

Earnings  per  share:  For  latest  1 2  months; 
includes  all  common  stock  equivalents. 
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10 

29 

5 

87 

0.97 

ARTS  &  EQUIPMENT 

ROUP  COMPOSITE 

5349.8 

-2 

127.9 

-36 

2.4 

3.7 

8.5 

9.8 

14 

1 

-10 

6592 

1.67 

krvin  Industries 

395.5 

7 

2.2 

-5 

0.6 

0.6 

5.1 

3.4 

24 

13 

-22 

286 

0.64 

utnmins  Engine 

861.4 

-6 

8.9 

-54 

1.0 

2.1 

-1.3 

-7.1 

NM 

-8 

NA 

504 

-2.72 

ana 

1331.3 

-3 

23.1 

-41 

1.7 

2.8 

1 1.8 

1  1.4 

12 

-5 

4 

1370 

2.84 

onaldson  (5| 

98.3 

1 

4.0 

60 

4.0 

2.6 

12.5 

13.9 

14 

3 

1  1 

227 

1.70 

agle-Picher  Industries  (1| 

167.0 

-13 

5.6 

-80 

3.4 

14.3 

NM 

NM 

2 

NA 

1  1 

62 

2.98 

aton 

941.6 

-2 

50.2 

-21 

5.3 

6.6 

11.3 

17.2 

10 

-3 

5 

1970 

5.28 

chlin  14) 

375.9 

9 

6.6 

-47 

1.8 

3.6 

6.3 

5.7 

19 

23 

-4 

697 

0.66 

ederal-Mogul 

280.4 

-3 

4.9 

4 

1.8 

1.6 

8.3 

12.1 

14 

-4 

0 

379 

1.26 

.  P.  Industries 

1 10.6 

2 

2.6 

-18 

2.4 

3.0 

6.8 

8.7 

15 

46 

1  1 

182 

1.10 

mith  (A.  O.) 

237.2 

-14 

4.9 

-13 

2.1 

2.1 

NM 

-3.5 

NM 

10 

NA 

131 

-1.18 

PX 

166.2 

1 

4.1 

-47 

2.5 

4.7 

6.2 

9.8 

18 

0 

-7 

356 

1.40 

tandard  Motor  Products 

129.8 

36 

3.0 

-17 

2.3 

3.7 

11.0 

8.6 

13 

9 

-1 1 

156 

0.95 

tandard  Products  (6) 

156.1 

9 

1.9 

-79 

1.2 

6.3 

7.8 

9  5 

16 

14 

10 

228 

1.38 

udbury  (7) 

98.6** 

-21 

5.8 

NM 

5.9 

NM 

NA 

-2.5 

NM 

133 

NA 

43 

-0.09 

IRE  &  RUBBER 

ROUP  COMPOSITE 

3178.7 

3 

50.0 

-59 

1.6 

3.9 

6.8 

9.6 

15 

-8 

11 

4257 

2.76 

andag 

127.7 

12 

15.7 

1 

12.3 

13.6 

33.7 

35.8 

15 

6 

19 

1 175 

5.24 

arlisle 

150.7 

5 

4.1 

-33 

2.7 

4.3 

1 1.7 

12.0 

10 

2 

-2 

253 

3.09 

ooper  Tire  &  Rubber 

208.6 

7 

13.7 

33 

6.6 

5.3 

15.5 

19.1 

13 

14 

22 

820 

3.01 

ioodyear  Tire  &  Rubber 

2691.7 

2 

16.5 

-82 

0.6 

3.4 

4.9 

5.4 

17 

-11 

1 1 

2009 

2.01 

irst  quorter  ending  Feb.  28.  (2)  First  quorter  ending  Jan.  31.  (3)  Second  quarter  ending  Mar.  31.  (4]  Second  quarter  ending  Feb.  28.  (5)  Second  quarter  ending  Jon.  31.  (6)  Third  quarter 
ing  Mar.  3 1 .  (7)  Third  quarter  ending  Feb.  28.  (8)  Third  quarter  ending  Jan.  3 1 .  (9|  Fourth  quarter  ending  Mar.  31.(10)  Fourth  quorter  ending  Feb.  28.  (11)  Fourth  quarter  ending  Jan.  31 . 
les  include  excise  taxes.  **Sales  include  other  income.  ***Sales  include  excise  taxes  and  other  income.  fRevenues  from  some  major  subsidiories  are  not  included  in  consolidoted  sales; 
Jnt's  share  of  earnings  is  included  in  profits.  NA  =  not  available.  NM  ~  not  meaningful.  Earnings  per  share  are  for  latest  12  months,  not  necessorily  for  end  of  most  recent  fiscal  yeor; 
■  include  oil  common  stock  equivalents  but  exclude  extroordinary  items.  DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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MoDSoft  contiii 


Microsoft  makes  over  50  software 
products  for  three  types  of  personal  com- 
puter platforms:  IBM®  PCs  and  compat- 
ibles, Macintosh® and  PCs  running  OS/2. 

A  wide  variety,  indeed. 

Yet,  there  is  unparalleled  consisten- 
cy among  Microsoft  software. 

It  started  15  years  ago,  when  we 
set  out  to  create  powerful  products  that 
are  easy  to  use. 

No  ifs,  ands  or  buts. 

This  credo  isn't  above  the  door  as 
you  walk  in,  or  on  our  softball  jerseys.  But 
it  is  apparent  in  every  product  we  research, 
develop  and  manufacture. 

Uo  other  software  company  has 
proven  to  be  this  consistent. 

Which  makes  us  different.  By  not 
being  that  different  at  all. 

MICROSOFT  PRODUCTS  HAVE 
SOME  VERY  COMMON  TRAITS. 

By  design,  Microsoft  applications 
will  work  the  same  on  all  of  today's  per- 
sonal computers. 

For  example,  Microsoft  Excel,  our 
spreadsheet,  for  Macintosh,  Windows™ 
and  OS/2  Presentation  Manager  systems, 
will  share  a  majority  of  their  respective 
programs.  A  policy  that  creates  uncanny 
similarities  across  all  three  platforms. 

Secondly,  throughout  our  word  pro- 
cessing, spreadsheet,  graphics  and  inte- 
grated software,  you'll  find  consistency  in 
our  pull-down  menus,  graphical  symbols 
(called  icons),  yen  basic  commands, 
"verything  the  cm  be  standardized,  is. 

So  workin^"   'th  multiple  applica- 


feepingit 

tions,  exchanging  data,  or  sharing  hies 
with  co-workers,  becomes  quite  simple. 

Overall,  the  benefit  is  clear. 

Once  you  learn  one  Microsoft  prod-  [toy 
uct,  you're  well  on  your  way  to  knowing 
how  to  use  all  Microsoft  products. 

A  trait  you'll  find  endearing. 


ill  the  Microsoft  logo  are  >\     /<  nd  trademarks  and  Windows  and  Making  it  all  make  sense  are  trademarks  of  Microsoft  Corporation  Apple  is  a  regisb 


ally  iirpDves  its 
northodox  appiDach. 


the  same. 

With  Our  software, 
Pictures  Do  The  talking. 

A  picture  is  much  more  interesting 
0  look  at  than  words. 

You  can  gain  more  knowledge  in 
sss  time  from  pictures.  Universally,  more 
)eople  can  understand  pictures. 


Microsoft,  suffice  it  to  say,  is  big  on 
pictures.  Which  is  why  our  products  have 
a  liberal  dose  of  them. 

In  technical  terms,  it's  called  graph- 
ical user  interface,  or  GUI. 

What  it  all  means  is  that  complex 
command  sequences  are  replaced  with  a 
simple  point  and  click. 

In  turn,  you  get  more  access  to  the 
power  of  today's  PCs.  Making  you  more 
productive.  Building  your  confidence  to 
try  new  things.  Creating  new  opportuni- 
ties and  a  new  outlook  for  you. 

You  get  the  picture. 

THE  MORE  THINGS  CHANGE, 
THE  MORE  THEY  STAY  THE  SAME. 

The  personal  computer  industry 
will  continue  to  grow  at  a  tremendous  rate. 

And  we'll  be  a  big  part  of  it.  But  it 
won't  change  us.  We'll  continue  to  make 
software  that's  more  powerful,  while  si- 
multaneously making  it  easier  to  use. 

For  more  information  on  any  of  our 
products  from  systems,  languages  and 
ocal  area  networks  to  applications,  call 
(800)  541-1261,  Department  L17. 

You'll  see  how  everything  fits  to- 
gether And  how  Microsoft  products  for 
different  types  of  personal  computers  look 
and  work  the  same. 

Which  means  that  by  design,  entire 
corporations  can  use  Microsoft  software. 

One  person  at  a  time. 

Microsoft 

Making  it  all  make  sense" 


pk  Computer,  Incorporated  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  ©1990 Microsoft  Corporation.  All  rights  reserved. 
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IST 
QUAiiTEJ! 
1990 
S  WIL 


OiANGE 
F»Om 
1989 


PROFITS 


1ST 
qua:- 


MABGiWS 

:5T  1ST 
2'^)Jim  QUASTEl! 
1990  1989 


RETURN 


ON 
INVESTED 
CAPITAL 


ON 
COMMON 

EOumr 


P-E 
4-20 


5-YEAR  GROWTH 


COMMON 

EQurry 


MASKET 
VAIUE 

■  f    nGS  SHARES 

PER  OUTSTANDING 
SHADE  4-20 
S  MIL 


12 

MONTHS 
EARNING 
PER 
SHARE 


3BANKS 


INDUSTRY  cor' 


56212.3 


12  3321.4 


-16 


5.9 


8.0 


9.5 


4.0 


27 


1  I 


I  92631 


lo  BANK.S 
GROUP' 


32621.0 


17 


1403.0  -30 


4.3 


7.2 


3.7 


-7.1 


39097 


Bank  of  iosi^  n 
Bank  o'  New  York 
Bankers  Trust  New  York 
BviyBanks 


1888.7 
1322.9 
1965.0 
266.0 


34 
1 

16 

0 


43.6 
102.3 
198.0 
-13.8 


-51 
1 

21 
NM 


2.3 
7.7 
10.1 


6.3 
7.7 
9.7 
7.8 


22.2 

NM 
NM 
10.4 


0.6 
0.8 
-42.4 
5.0 


NM 
NM 


1  1 
32 
5 

17 


-21 
-33 
NA 


810 
2139 
2896 

215 


1.03 


•2.20 


0.13 
0.20 
-11.76 
1.78 


Chase  Manhattan 
Chemical  Banking 
Citicorp 

CoreStates  Financial 


3708.0 
2081.9 
10875.0 

633.1 


50 
8 
25 


44.0 
151.7 
231.0 

60.4 


-67 
29 

-56 
-19 


1.2 
7.3 
2.1 
9.5 


5.3 
6.1 
6.1 
11.9 


NM 
NM 
10.2 
22.6 


-20.3 
-18.8 
0.9 
16.9 


NM 
NM 
NM 


3 
5 
7 
17 


NA 
NA 
-II 
1  1 


3043 
1916 
7591 
1464 


-9.01 
-8.23 
0.18 
4.76 


First  Fidelity  Boncorporation 

775.1 

6 

21.1 

-66 

2.7 

8.4 

19.9 

7.5 

10 

24 

-25 

1075 

1.80 

KeyCorp 

411.8 

6 

36.3 

17 

8.8 

7.9 

18.4 

14.5 

8 

22 

6 

1045 

3.33 

Manufacturers  Hanover 

1939.0 

-5 

96.0 

-7 

5.0 

5.1 

NM 

-21.9 

NM 

0 

NA 

2238 

-12.12 

Mellon  Bank 

382.0 

1 

65.0 

23 

17.0 

13.9 

20.1 

11.0 

7 

-10 

-12 

1120 

3.43 

Meridian  Bancorp 

331.4 

24 

21.2 

-1 1 

6.4 

9.0 

24.1 

12.3 

7 

20 

2 

650 

2.23 

/ViiaianTic 

620.3 

1 6 

1 .4 

—98 

0.2 

1 1 .2 

1  o.u 

o  o 
y.y 

30 

6 

581 

3.82 

Morgan  (J.  P.) 

2530.0 

1 

169.0 

-6 

6.7 

7.2 

NM 

-32.5 

NM 

5 

NA 

6178 

-7.14 

PNC  Financial 

1200.9 

6 

74.5 

-40 

6,2 

10.9 

27.2 

1 1.5 

10 

26 

4 

3140 

3.44 

Republic  New  York 

630.7 

8 

44.4 

6 

7.0 

7.2 

0.7 

0.4 

NM 

11 

-49 

1368 

0.14 

Shawmut  National 

747.6 

2 

32. 1 

-53 

4,3 

9.2 

NM 

-1 2.0 

NM 

39 

NA 

978 

-2.19 

UJB  Financial 

31 1.6 

8 

24.7 

-22 

7,9 

1 1.0 

21 .0 

13-1 

4 

38 

650 

2.46 

b  BANKS -MIDWEST 

GROUP  COMPOSITE 

6832.4 

5 

624.2 

-10 

9.1 

10.7 

20.7 

14.7 

8 

14 

15 

18153 

3.57 

Banc  One 

81 1.9 

10 

101.8 

17 

12,5 

1 1.8 

21.3 

16.6 

10 

31 

1 1 

3996 

2.87 

Boatmen's  Bancshares 

365.5 

2 

32.5 

5 

8,9 

8.6 

19.9 

1 1.9 

8 

40 

-8 

1018 

3.76 

Comerica 

320.6 

6 

31.5 

15 

9,8 

9.1 

15.8 

1 1.7 

9 

9 

14 

708 

4.85 

Continental  Bank 

OAT 

617 

—33 

23  4 

33  6 

17  7 

OT 

720 

4  08 

First  Bank  System 

558.3 

-9 

28.5 

-43 

5. 1 

8.2 

NM 

-5.2 

NM 

-6 

NA 

840 

-0.67 

First  Chicago 

1451.0 

1 1 

68.6 

-45 

4,7 

9.5 

23.7 

1 2.0 

7 

5 

35 

2007 

4.18 

First  of  /^merica  Bank 

330.2 

5 

32.8 

3 

9,9 

10.2 

14.6 

1 4.6 

3 

31 

5 

806 

5.71 

Huntington  Bancshares 

298.5 

14 

27.4 

5 

9,2 

9.9 

23.1 

15.2 

8 

19 

8 

871 

2.13 

Manufacturers  National 

237.0 

-12 

21.9 

-12 

9,2 

9.3 

25.1 

15.9 

7 

15 

5 

677 

6.86 

AAichtgan  National 

1 27  4 

—  1 2 

J  J 

1  J,  / 

10  4 

25  2 

3 

1 6 

4 1 

577 

1191 

673  3 

1 0 

64  5 

3 

9  6 

1 0  2 

23  5 

1 7  6 

8 

24 

1  Q 

2077 

4  38 

NdD  Bancorp 

651.9 

8 

66.6 

5 

10.2 

10.5 

22.3 

15.7 

8 

15 

14 

2114 

3.62 

Northern  Trust 

312.5 

9 

25.9 

2 

8.3 

8.8 

NA 

20.0 

10 

6 

38 

1073 

6.21 

Society 

430.7 

0 

40.3 

17 

9,4 

8.1 

23.9 

16.8 

6 

14 

1 1 

669 

4.84 

c  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

7184.9 

1 1 

498.0 

-13 

6.9 

8.8 

23.0 

14.6 

8 

24 

9 

17922 

3.40 

Barnett  Banks 

784.6 

9 

15.5 

-75 

2,0 

8.7 

NA 

12.4 

9 

24 

1 1 

1893 

3.32 

Citizens  &  Southern 

612.4 

7 

41.6 

-28 

6,8 

10.1 

21.4 

17.7 

7 

21 

10 

1420 

3.41 

Crestar  Financial 

298.7 

6 

27.1 

11 

9,1 

8.7 

25.1 

14.8 

8 

13 

5 

773 

3.35 

First  Union 

964.9 

22 

77.6 

7 

8,0 

9.2 

25.8 

12.6 

7 

30 

4 

1875 

2.39 

First  Wachovia 

606.7 

6 

71.3 

6 

11.8 

1  1.7 

26.7 

15.7 

9 

22 

8 

2672 

4.39 

NCNB 

1619.0 

17 

140.1 

85 

8,7 

5.5 

26.1 

16.6 

7 

28 

14 

3758 

5.13 

Signet  Banking 

354.3 

1 1 

27.1 

-14 

7,7 

9.9 

28.6 

15.8 

5 

23 

8 

637 

4.43 


Southeast  Banking 

426.6 

5 

-56.8 

NM 

NM, 

8.2 

NM 

-1.7 

NM 

12 

-1 

438 

-0.38 

Sovran  Financial 

680.0 

9 

66.6 

8 

9,8 

10.0 

24.2 

17.4 

7 

31 

7 

1827 

4.57 

SunTrust  Banks 

837.7 

4 

87.9 

5 

10,5 

10.4 

19.8 

16.3 

8 

27 

12 

2624 

2.65 

d  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

9574.0 

6 

796.2 

13 

8.3 

7.8 

12.8 

13.1 

8 

6 

NA 

17459 

4.07 

BankAmerica 

2941.0 

7 

218.0 

5 

7,4 

7.6 

14.5 

15.9 

7 

0 

NA 

5792 

3.99 

First  City  Bancorp,  of  Texas 

492.5 

41 

90.1 

244 

18,3 

7.5 

34.4 

19.9 

4 

NA 

NA 

576 

8.03 

First  Interstate  Bancorp 

1505.9 

-4 

97.1 

3 

6,5 

6.0 

NM 

-10.4 

NM 

-5 

NA 

1757 

-4.21 

Security  Pacific 

2494.1 

6 

188.4 

5 

7,6 

7.6 

18.4 

17.4 

6 

16 

-9 

4213 

6.26 

U.  S.  Bancorp 

451.7 

19 

42.2 

20 

9.3 

9.3 

20.0 

15.0 

9 

16 

1  1 

1352 

3.19 

Valley  Notional 

276.5 

-1 1 

0.6 

-97 

0.2 

6.1 

NM 

-37.5 

NM 

0 

NA 

272 

-8.48 

Wells  Fargo 

1412.3 

4 

159.8 

13 

1 1,3 

10.4 

NA 

23.3 

6 

16 

19 

3498 

11.50 

4CHEMICALS 

INDUSTRY  COMPOSITE 

33289.4 

5 

2378.6 

-20 

7.1 

9.4 

12.6 

17.3 

1  1 

4 

35 

93440 

3.66 

Air  Products  &  Chemicals  oi 

713.1 

7 

60.6 

7 

8.5 

8.5 

9.4 

14.2 

13 

5 

25 

2790 

3.88 

American  Cyanamid 

1272.7 

3 

90.9 

7 

7.1 

6.9 

13.4 

12.8 

16 

7 

15 

4776 

3.16 

Arco  Chemical 

685.0 

-2 

82.0 

-29 

12.0 

16.6 

17.6 

23.3 

9 

NA 

NA 

3488 

3.86 

Betz  Laboratories 

143.3 

15 

15.4 

17 

10.7 

10.6 

19.2 

30.0 

18 

2 

9 

935 

3  67 

Cabot  3 

445.1 

-18 

26.3 

-10 

5.9 

5.4 

-1.4 

-4.0 

NM 

-8 

NA 

776 

-0.52 

Crompton  &  Knowles 

94,4 

8 

6.9 

30 

7.3 

6.1 

20.4 

26.4 

16 

8 

31 

404 

2.12 

Dexter 

229.2" 

5 

10.0 

-13 

4.4 

5.2 

9.7 

12.8 

12 

10 

8 

508 

1.68 

Dow  Chemical 

4900.0" 

9 

462.0 

-38 

9.4 

16.6 

19.2 

27.7 

8 

1 1 

75 

16764 

8.19 
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:OMPANY                                SALES              PROFITS   RETURN  

MARGINS  5-TEAR  GROWTH  MARKET 

    VALUE  12 

15T           CHANGE         1ST         CHANGE         1ST            1ST  ON  ON  EARNINGS  SHARES  MONTHS' 

QUARTER          FROM       QUARTER       FROM       QUARTER    QUARTER  INVESTED  COMMON  COMMON         PER  OUTSTANDING  EARNINGS 

1990             1989           1990           1989           1990          1989  CAPITAL  EQUITY  PE          EQUITY         SHARE  4-20  PER 

$  MIL              %            $  Mil,            %              %             %  %  %  4-20            %               ■"/.  $  MIL  SHARE 


)u  Ponf                                             9404.0*  8  615.0  -16  6.5  8.5  11.8  15.1  11  6            16  25100  3.40 

ingelhard                                           658.5  12  14.8  3  2.2  2.4  NM  -12.1  NM  9           NA  791  -1.72 

Ithyl                                                      609.7  7  52.4  3  8.6  9.0  15.1  24.5  13  6             19  2864  1.84 

■reeport-McMoRon  392.6  -17  219.4  214  55.9  14.9  16.8  174.7  6        -18  24  1755  5J5^ 

^ullerCH.  B.)|l)                                    181.5  2  1.6  -17  0.9  1.1  7.9  8.2  13  14             7  201  1.61 

reorgiaGulf                                       251.6  -21  37.4  -32  14.9  17.4  47.6  52.7  6  75            75  1069  6.96 

Goodrich  (B.  F.)                                589.8  -4  16.2  -68  2.7  8.3  9.8  10.9  8  5           39  1061  5.06 

7fOce  (W.  R.)  1507.3  8  32.6  8  2.2  2.2  11.1  15£  9          -7  1 1  2297  3.03 

7reat  American  Management  (SI         584.0**  73  -15.7  NM  NM  NM  0.9  -4.2  nm  11          -25  267  -0.85 

yreat  Lakes  Chemical                        252.3  74  34.3  20  13.6  19.7  22.5  21.8  15  31           31  1893  3.68 

tanna(M.  A.)                                  267.9  4  3.6  -74  1.3  5.4  13.8  14.1  8  6          NA  632  2.95 

iercules  771.4  4  33.7  -25  4.4  6.1  NM  -5.7  NM  9  NA  1681  -2.30 

MC  Fertilizer  Group  161                       284.4  -12  16.9  -56  5.9  12.0  9.2  11.2  10  NA           NA  884  3.36 

ntl.  Minerals*  Chemical (61                371.7  44  18.7  -22  5.0  9.3  7.7  9.2  18  NA          -11  1248  3.38 

.ocHte(6l                                              133.9  15  15.8  12  11.8  12.1  21.4  23.1  13  13            21  805  3.31 

.ubrizol                                              357.2  3  29.1  -5  8.2  8.9  12.8  13.9  14  7            13  1305  2.50 


lAonsanto  2285.0  1  194.0  -13  8.5  9.8  12.8  16.5  11  2  13  6995  9.74 

lAorton  International  (6)  447.1  12  39.1  303  8.7  2.4  11.9  12.7  15  NA  NA  1784  2.54 

4alco  Chemical  284.8  14  29.7  18  10.4  10.1  18.4  47.4  16  -3  11  1755  3.11 

>lin  636.0  -5  32.0  -6  5.0  5.1  12.9  20.5  9  -6  9  1007  5.95 

}uantum  Chemical  682.8  -16  5.8  -92  0.9  8.8  10.2  NM  11  NA  35  522  1.93 

texene  130.2  -25  0.3  -99  0.2  14.4  NA  -8.7  NM  NA  NA  81  -0.47 

tohm&Haas  694.4  2  54.1  2  7.8  7.8  12.3  13.5  12  7  8  2173  2.66 

;chulman(A.)(4|  159.1  0  8.0  11  5.0  4.5  15.6  16.7  15  22  25  493  2.42 


;terling  Chemicals  (3)  117.1  -28  10.9  -66  9.3  19.5  20.2  42.2  11  165  NA  421  0.72 

Inion  Carbide  2173.0  -3  94.0  -53  4.3  9.0  13.0  19.6  6  -15  27  2761  3.30 

^ista  Chemical  (3)  183.8  -7  16.2  -50  8.8  16.4  27.0  NM  5  NA  NA  410  7.17 

VitCO  395.2  -1  14.5  -28  3.7  5.1  4.7  5.1  24  10  -7  743  1.37 


:ONGLOMERATES  

NDUSTRY  COMPOSITE  42670.1  6     2170.7       -6        5.1       5.7         14.0         15.4  13  4  II     114911  3.59 


Vico  Standard  (3)  1166.0**  12  28.7  -1  2.5  2.8  15.8  18.4  11  10  12  1229  2.70 

Vllied-Signal  3055.0  4  129.0  2  4.2  4.3  12.3  15.6  10  -2  -7  5148  3.60 

>artGroup|ll)                                     280.2**  22  4.7  -12  1.7  2.3  6.5  4.6  14  18  24  156  6.27 

'iggie  International                           340.4  6  12.1  -17  3.6  4.5  11.5  19.1  10  13  16  615  3.11 


'uqua  Industries  246.3  0  6.0  17  2.4  2.1  3.1  2.1  55  20  -15  462  0.40 

General  Cinema  (2)  516.9  18  20.1  -46  3.9  8.5  6.2  5.6  19  30  5  1579  1.19 

General  Electric  12431.0  6  950.0  12  7.6  7.3  20.9  19.5  15  10  11  59263  4.48 

general  Host  (11)  132.3  6  5.5  nm  4.2  NM  NM  0.6  nm  1  NA  122  0.05 

Greyhound  Dial  865.5  3  16.9  14  2.0  1.8  9.3  10.2  11  -2  1  1219  2.79 

ri  4933.0  2  253.0  27  5.1  4.1  12.8  12.7  8  6  34  6445  7.00 

Jgden  382.1  20  28.0  69  7.3  5.2  6.6  18.0  13  6  18  987  1.96 

>all(5)  134.1  13  13.4  14  10.0  10.0  15.6  14.9  20  21  14  1196  1.52 


>enn  Central  486.6  42  25.0  -73  5.1  27.0  5.6  5.8  16  1  -3  1567  1.54 

'remark  International  620.1  3  13.2  -41  2.1  3.7  7.7  8.6  11  12  na  774  1.99 

tockwell  International  (3)  3151.0  0  173.4  -36  5.5  8.6  15.6  15.5  10  9  13  5923  2.49 

'eledyne  836.9  -3  32.7  -7  3.9  4.1  6.5  6.4  24  14  -15  3602  2.67 


'enneco  3602.0  9  134.0  23  3.7  3.3  11.9  18.1  14  -14  6  8501  4.67 

'extron  1883.4  3  66.2  5  3.5  3.5  8.9  10.7  8  NA  12  2057  3.02 

■RW  1991.0  12  57.0  -17  2.9  3.9  10.3  14.3  11  4  11  2845  4.11 

JSX  4689.0*  5  176.0  -41  3.8  6.6  9.6  14.7  11  1  3  8562  3.10 

Vhitman  927.4  8  25.7  -35  2.8  4.6  9.9  44.7  15  -22  4  2659  1.72 


:ONSUMER  PRODUCTS  

NDUSTRY  COMPOSITE  45411.1  8     2463.6      23        5.4       4.8        10.6         21.3  15  7  14     151415  2.25 


IPPAREL 

iROUP  COMPOSITE  5231.6  9       267.7      23        5.1       4.5         13.5         21.5  14         18  16      13577  1.59 


^ngelicadl)                                          93.9  16  4.4  23  4.7        4.4  12.6  12.1  14  10  2  261  2.06 

trown  Group  (11)                               483.4  4  10.6  834  2.2  0.2  9.4  9.2  15  -3           -9  453  1.78 

Crystal  Brands                                  218.8  -2  6.6  10  3.0        2.7  10.5  11.8  9  6  81  264  3.09 

=ruit  of  the  Loom  323.7  15  12.8  66  4.0        2.7  10.1  23.6  1 1         NA  NA  832  1.25 

Hartmarxdl                                         342.2  5  2.4  -76  0.7        3.0  4.4  2.8  29  3  -12  294  0.51 

ntercodOl                                              380.3  -21  -17.9  NM  NM  NM  NM  NM  NM  NA            NA  27  -3.37 

(ellwood(8|                                         170.9  -10  1.3  -80  0.7  3.3  13.1  13.4  7  15            16  193  2.33 

-  A.  GeardI  187.3  183  13.9  159  7.4        8.1  42.9  37^8  12  321  230  757  3.39 

.eslieFay                                         222.9  10  9.7  1  4.3        4.7  12.9  16.2  8  20  -1  212  1.36 

.iz  Claiborne                                       420.9  19  52.6  19  12.5  12.6  27.2  28.3  13  42            28  2271  197 

^arcade  Group  (11)                             93.6  33  1.0  201          1.1        0.5  NA  10.0  10  16  NA  34  C.14 

'<ike(7)  577.9  24  63.1  29  10.9  10.5  36.5  32.0  12  15  47         2495  5.62 

Oxford  Industries  (7)                             125.0  -6  0.5  -56  0.4        0.8  8.0  9.0  10  -3  -8  96  1.02 

>hillips-VanHeusen(n)                      185.9  13  2.7  -19         1.4        2.0  16.1  35.3  11  -29  5  170  1.67 

teebok  International  554.4  14  52.7  7  9.5  10.1  19.5  21.1  11        142  67         1921  1.56 

lussell                                                159.1  8  14.4  11  9.0        8.8  11.6  16.3  15  16  18  955  1.60 

StrideRited)                                     124.4  9  13.8  19  11.1  10.1  26.9  29.0  13  8           55  601  1.79 

/F                                                          567.2  1  23.2  -.39  4.1         6.8  12.4  19.6  12  16  7  1740  2.55 
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RETURN 


5-TEAB  esowrm 


■  A-.t  '.2 

4-20  PB 
S  WJL  SH»SE 


APPUANCtS  &  NOME  Fl'^N'^rilNGS 
GROUP  COMPOSITE 


5085.8 


10 


204.4 


4.0 


4.2 


12.0 


15.3 


12 


1  1 


9224 


Armstrong  World  Industries 
Bassett  Furr.iture  Industries  ' 
Circuit  City  Stores  'C 
Fedders 


1.82 


23. C 

1379 

3.70 

■05.5 

—3 

-o.~ 

s 

2.S 

3.6 

3.5 

32 

-9 

287 

1.10 

691.1 

35-9 

19 

5.2 

5.4 

20.2 

24.5 

14 

39 

37 

1123 

1.70 

112.5 

5 

8.1 

18 

7.2 

6.4 

16.0 

28.3 

12 

104 

36 

277 

1J24 

105.4" 

19 

3.9 

54 

3.7 

2.9 

11.2 

11.0 

S 

264 

1.75 

146.8 

10.2 

22 

7.0 

14.8 

15.9 

472 

1.98 

146.1 

s 

6.1 

349 

1.55 

Heilig-Meyers  ; 
Kimball  Internotional  ? 
l  =  -2-Boy  Chair  ; 
Ladd  Furniture 


0.72 


LeggeH  &  Piatt 

266.9 

13 

12.3 

S 

12.1 

16.6 

11 

20 

12 

532 

2.69 

Maytag 

762.1 

12 

32.6 

9.8 

13.9 

13 

29 

5 

1702 

1.24 

Pier  1  Imports  'O" 

136.7 

22 

5.8 

18 

4.2 

12.4 

14.1 

17 

16 

15 

421 

0.71 

Toro  : 

195.0 

25 

6.9 

-1 

3.5 

14.3 

18.2 

14 

9 

24 

268 

1.90 

Whirlpool 

1638.2 

29.5 

-2S 

' '  -2 

12.4 

1  1 

0 

1934 

2.53 

BEVERAGES 


CROUP  COMPOSITE 

6095^ 

9 

SI2.9 

4 

8.4 

8.8 

15.7 

22.7 

19 

9 

12 

40569 

2.60 

Anheuser-Busch 

2.74 

Brown-Forman  ; 

253.3 

3 1 .2 

12.3 

'  C.9 

13.5 

r 

■-S7 

2.77 

Coca-Cola 

2148.3 

12 

283.5 

9 

13.2 

13.6 

33.1 

37.5 

22 

2 

16 

25824 

3.50 

Coca-Cola  Enterprises 

906.4 

5 

8.0 

0.9 

1.6 

4.6 

3.4 

41 

30 

9 

1846 

0.37 

Coors  ^Adolph; 

S  V 

S  '.' 

Si 

:-70 

PERS9N.ALCARE 
GROUP  COMPOSITE 


10795.1 


1 1 


676.7 


26 


6.3 


5.5 


15.0 


25.5 


17 


9  40792 


3.28 


Alberto-Culver  ; 
Avon  Products 
Chemed 
Clorox  : 


703.8 
143.9 

3S6.9 


2.2 
2.9 


0.9 
3.8 


23.9 


59.6 
20.7 

18.3 


-30 
8 


2.25 
2.45 

2-76 


Colgate-Palmolive 
Ecolab 

Gillette 

Helene  Curtis  Industries 


00  I..: 
268.9 
1047.2 

207.0 


14 
11 


0 

-2.3 
87.0 


12 

27 


N-M. 

8.3 


2.9 
21.2 


39.8 
1.5 
366.3 
11.9 


19 

12 


17 
-38 
19 


?  3776 

-oO  633 

27  4939 

^6  214 


4.15 
0.20 
2.65 
1.81 


NCH  ; 

Procter  &  Gamble 

Stepan 

Tombronds 


6123. C 
95.4 
•59.3 


20 


6.6 
3.6 
9 


3.2 


7.4 

2.4 


23.4 
11.9 

2.0 


16 
12 

NM 


2374S 


9 

10 


18 

-38 


4.69 
4,21 
■-52 
0.29 


TOBACCO 

GROUP  COMPOSITE 


18203.3 


802.0 


4.4 


3.2 


6.9 


19.7 


12 


22  47796 


1.95 


American  Brands 
Culbro 
Philip  Morris 
RJR  Nabisco 
UST 


232.4'" 
113SS.0' 
32C4.0 


10 


0.7 
32.7 
-92.5 


26  38070 

s  A  Si, 


6.71 
0.19 
3.39 
-3.77 
■-72 


7CONTAINERS  &  PACKAGING 


INDUSTRT  COMPOSITE 


4481.5 


16 


211.9  -25 


4.7 


7.3 


9.6 


16.5 


16 


28 


9566 


2.84 


GLASS  METAL  &  PLASTIC 
GROUP  COMPOSITE 


101  1.7 


23 


34.9 


1  5 


3.5 


3.7 


9.2 


2520 


2.61 


Ball 

Constar  Internotional 
Crown  Cork  &  Seal 


PAPER 

CROUP  COMPOSITE 


3469.8 


14        177.0  -29 


5.1 


8.3 


9.7 


17.7 


19 


35 


7046 


2.88 


Bemis 

Federal  Paper  Board 
Gaylord  Contciner  :■ 
Greif  Bros.  ; 


316.8 
'61-5 


3S-S 


12.2 
sv. 


16.5 

3.4 


23.3 
5.8 

10.6 


33 


C.66 
2.14 


Longview  Fibre  : 
Sonoco  Products 
Stone  Container 
Temple-Inland 


4C3.5 
453.7 


i4.B 

29  36-S 


2_5 


21 
94 


139^ 
113' 


1-09 
2.37 
3.92 
3-39 


SDISCOUNT&  FASHION  RETAILING 


INOUSTST  COMPOSITE 


71536.1 


13  2659.1 


-I  1 


3.7 


13.7 


15.4 


16  11 


9  120282 


2.14 


•  Alexander's  i 

i  Baker  (J.)  ■ 

j  Sloir 

!  Srendle's  ' 


117.4 

114-9 


156 
52 


3-5 

8.1 
6." 


24 

NA 

13 


-0.75 
1-46 
3-36  f 

:.43  y 


Career  Hawley  Hale  Stores  5  984.9' 

Charming  Shoppes  'H  242.7 

Child  World  404.6 

CM  L  Greu  p  i  '  Cc  ■ 


■0.7  -37 
20-2  -12 


4.4 

5.0 


5-6 


27 
7 


19 
6 


F«ofaet«s  m  i 


74  5. 


Erv  MA 


:-20  I. 

0.72 
0.51 
-.46 
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1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1990 

1989 

1990 

1989 

1990 

1989 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

4-20 

PER 

$MIL. 

$Mll 

$  MIL 

SHARE 

nsolidated  Stores  ( 1 1 ) 

208.2 

-4 

-4.6 

NM 

NM 

6.6 

NM 

-4.8 

NM 

43 

10 

1  19 

-0.15 

stco  Wholesale  (4) 

978.4 

40 

15.0 

79 

1.5 

1.2 

10.2 

15.1 

32 

62 

96 

1 149 

1.17 

yton  Hudson  (1 1] 

4485.0** 

9 

250.0 

37 

5.6 

4.4 

13.4 

23.4 

12 

4 

3 

4750 

5.37 

lard  Department  Stores  (1 )) 

1094.6** 

24 

85.5 

30 

7.8 

7.4 

10.5 

13.5 

17 

32 

19 

2569 

4.36 

liar  General  (11) 

192.0 

1 

7.3 

23 

3.8 

3.1 

10.6 

10.3 

15 

7 

-18 

190 

0.68 

bri-Centers  of  America  |i  i) 

106.0 

1 7 

6.7 

66 

6.3 

4.5 

9.9 

1 4.9 

12 

-1 

1 

100 

1 .70 

mily  Dollar  Stores  (4) 

227.4 

16 

9.3 

19 

4. 1 

4.0 

12.1 

1 2.5 

14 

14 

-1 

336 

0.85 

ip(n) 

545. 1 

29 

34.2 

6 

6.3 

7.6 

27.9 

30.7 

23 

2 1 

39 

2251 

2.77 

nescooD 

139.7 

8 

8.0 

-16 

5.7 

7.4 

13.6 

14.5 

7 

13 

-5 

127 

0.83 

ittscfialks  (11) 

OT  A** 

oo 

5.8 

48 

O.Z 

J. 4 

O  A 

7  9 

ZD 

66 

4 

yj 

0.46 

eenman  Brothers (i  i) 

1 25.8 

1  1 

1 1 .3 

3 

9.0 

9.7 

5.6 

5.4 

1 2 

1 9 

—21 

29 

0.39 

ossman  s 

1  o 

oo 

—5.4 

NM 

NM 

NM 

17,5 

1  A  Q 

1  o.o 

6 

6 1 

57 

1 2 1 

0.74 

ncock  Fabrics  (11) 

90.0 

10 

7.8 

17 

8.6 

8.1 

22.2 

28.2 

16 

NA 

NA 

395 

2.11 

chingcr  (i  i) 

31 0.9 

26 

8.5 

-34 

2.7 

5.2 

6.8 

7.9 

1 6 

3 1 

1 8 

506 

0.88 

Is  Department  Stores  (1 1 ) 

7 1 9.9 

26 

28.0 

29 

3.9 

3.8 

NM 

NM 

28 

NA 

NA 

8 1 

0. 1 5 

me  Depot  (i  i| 

71 3.2 

36 

29.6 

57 

4. 1 

3.6 

1 5.4 

23.8 

32 

48 

44 

351 3 

1 .42 

me  Shopping  Network  (4) 

261.9 

26 

1 1.8 

1 10 

4.5 

2.7 

NM 

-4.3 

NM 

41 

NA 

617 

-0.09 

use  of  Fabrics  (i  i) 

104. 1 

3 

5.6 

1 8 

5.4 

4.7 

10.6 

1 0.6 

1 2 

6 

2 

1 31 

1 .63 

cobson  Stores  (i  i) 

1 30.6** 

8 

7.7 

2 

5.9 

6.3 

8.6 

1 5.0 

1 1 

2 1 

1 6 

1 3 1 

2.04 

"nesway  (i  i) 

287  5 

4  6 

24 

1  6 

1  4 

4  7 

A  '\ 

1 2 

1 4 

_7 

7n 

 5d]  

nartiii) 

9900.0** 

16 

-20.0 

NM 

NM 

4.6 

6.7 

6.5 

21 

1 1 

-2 

6790 

1.61 

ids*  End  (11) 

20 1 .3 

7 

1 6.5 

3 

8.2 

8.5 

24.3 

25.4 

1  1 

50 

NA 

3 1 5 

1 .45 

1 582  6 

1 7 

1 53  1 

27 

9  7 

8  9 

20  4 

315 

2 1 

39 

JU 

1  oo 
1  .yz 

nel  (11) 

J 

Q 

— O 

5.7 

A  1 
O.J 

J./ 

0.5 

NM 

9 

—27 

49 

0.03 

we's(i  1) 

599.5 

5 

10.1 

-14 

1.7 

2.1 

10.9 

1 1.7 

17 

17 

2 

1280 

2.01 

'ia  (L.)  &  Son  (i  i) 

92  2 

4.6 

c 
—J 

A  O 

A 

NA 

4.  J 

1  4 

1 3 

—4 

43 

0.57 

ay  Department  Stores  ( 1 1 ) 

JzJo.U 

1  1 

283.0 

23 

8.7 

7.9 

NA 

1 8.6 

1 4 

25 

8 

6943 

3.64 

^Iville 

161 7.8 

6 

/.O 

— Oo 

0.5 

1 .6 

1 9.6 

28.8 

1 4 

8 

1 5 

4826 

3.45 

ercantile  Stores (ii) 

774.5** 

1 

52.6 

-8 

6.8 

7.5 

1 1.3 

12.5 

10 

13 

12 

1317 

3.54 

^rry-Go~Round  Enterprises  (i  i) 

1  04.0 

/  J 

Tin 

79 

A  f\ 
O.U 

D.O 

1  O  A 

1  y.o 

24,5 

1 9 

28 

1 

434 

1 .04 

jyer  (Fred)  (i  i) 

— Z  J.U 

NM 

NM 

2.7 

NM 

36 

1 2 

326 

—0.28 

chaels  Stores  ( 1 1 ) 

104. 1 

9 

—0.9 

NM 

NM 

3.8 

0.2 

0.0 

NM 

34 

1 22 

43 

0.00 

iman-Marcus  Group  (5) 

541.1 

20 

18.5 

34 

3.4 

3.1 

8.4 

NM 

68 

NA 

NA 

515 

0.23 

^rdstrom  (i  i) 

857.5 

1 2 

3 1 .4 

—34 

3.7 

6.2 

12.4 

1 5.7 

2 1 

23 

24 

2366 

1 .4 1 

hman*s  Sporting  Goods  (i  i) 

1 08.7 

4 

3.3 

—40 

3.0 

5.3 

0.6 

—0.7 

NM 

5 

—  1 

59 

-0. 1 0 

nney  (J.  C.)  (i  i) 

5344.0 

8 

367.0 

—16 

6.9 

8.8 

1 2.3 

2 1 .0 

1 0 

-3 

20 

7868 

6.3 1 

p  Boys-Manny,  Moe  &  Jack  [i  i) 

215.6 

28 

8.5 

-16 

3.9 

6.0 

8.2 

11.6 

20 

26 

16 

693 

0.63 

Trie  ^TOr V5  [II) 

JO/  .y 

1 

1  0  A 
1  T.O 

J.  1 

4  9 

J.  1 

0  J 

1  A 
1  O 

Q 

—o 

1  u/u 

n  AO 
u.oy 

ce  (4) 

1  uyj.u 

6 

25.9 

1 

2.4 

2.5 

16. 1 

2 1 .0 

1 5 

40 

28 

1 797 

2.40 

w  ^  lid  worn  1 1  1 J 

283  1 

319 

3  4 

—21 

1  2 

6  3 

1  3 

3  1 

3 1 

1  AA 

1  oo 

U.JO 

se*s  Stores  (11) 

487.5 

9 

7.1 

10 

1.5 

1.5 

5.7 

4.5 

15 

10 

-6 

133 

0.45 

ss  Stores  (i  i) 

230.4 

1 4 

1 5. 1 

—7 

6.6 

8- 1 

20.4 

34. 1 

8 

27 

29 

234 

1 .25 

nrs,  Roebuck 

1  zoUo.o 

4 

95.8 

— Oo 

0.8 

2. 1 

1 6.6 

9.4 

1 0 

6 

—  1 

1 2758 

3.73 

rvice  AAerchandise 

625.4 

1  1 

—1 5.5 

NM 

NM 

NM 

14.9 

NM 

6 

6 

23 

34 1 

1.16 

arper  Image  (11) 

88.0 

5 

6.2 

-10 

7.1 

8.3 

NA 

15.3 

1 1 

NA 

NA 

46 

0.51 

iegel 

389.9** 

20 

7.8 

23 

2.0 

1 .9 

10.2 

1 8. 1 

1 6 

39 

79 

1 1 82 

1 .44 

awbridge  &  Clothier(i  i) 

350.9** 

9 

25.6 

22 

7.3 

6.5 

1 0.4 

14.8 

10 

8 

9 

280 

3.19 

fany  (1 1) 

129.7 

26 

16.0 

25 

12.3 

12.4 

21.6 

24.6 

21 

109 

54 

690 

2.13 

X(ii) 

618.6 

9 

25.2 

143 

4.1 

1.8 

14.1 

22.7 

10 

9 

0 

943 

1.32 

ys'R'Us(ii) 

2328.5 

23 

241.8 

23 

10.4 

10.4 

20.0 

21.9 

25 

25 

23 

7735 

1.64 

S.  Shoe()i) 

758.3 

1 1 

23.2 

29 

3.1 

2.6 

8.3 

9.2 

19 

6 

-27 

917 

1.10 

aban  (1 1) 

557.0 

17 

7.2 

67 

1.3 

0.9 

10.3 

1 1.1 

7 

NA 

NA 

214 

1.01 

al-Mart  Stores  (11) 

8107.5 

24 

425.9 

32 

5.3 

4.9 

23.8 

30.2 

26 

32 

33 

27804 

1.90 

fiolesale  Club(ii) 

196.1 

46 

4.8 

66 

2.4 

2.1 

15.4 

14.9 

20 

27 

NA 

133 

0.84 

ool  worth  (11) 

2795.0** 

10 

175.0 

22 

6.3 

5.7 

16  5 

15.8 

12 

14 

19 

3907 

5.1 1 

LECTRICAL  &  ELECTRONICS 


1>USTRY  COMPOSITE 

23270.8 

10 

1166.2 

7 

5.0 

5.1 

13.6 

14.3 

14 

5 

9 

67767 

2.79 

EaRICALPRODUaS 

OUR  COMPOSITE 

5939.7 

9 

373.3 

14 

6.3 

6.0 

14.3 

17.2 

13 

8 

12 

20455 

3.84 

oper  Industries 

1420.3** 

37 

59.8 

57 

4.2 

3.7 

8.5 

10.1 

16 

15 

18 

4362 

2.56 

>nlyte  Group 

131.7 

2 

3.2 

8 

2.4 

2.3 

10.7 

25.4 

9 

NA 

NA 

115 

0.97 

ibbell 

173.7 

7 

21.1 

10 

12.2 

11.8 

17.7 

19.0 

15 

12 

13 

1192 

2.85 

agneTek(6| 

286.5 

16 

11.0 

48 

3.8 

3.0 

11.8 

25.9 

9 

193 

80 

274 

1.28 

itional  Service  Industries  (4| 

395.7 

5 

22.4 

4 

5.7 

5.7 

13.4 

15.4 

13 

10 

9 

1281 

1.97 

uare  D 

396.5 

-1 

27.1 

-1 

6.8 

6.8 

14.2 

17.7 

13 

1 

4 

1277 

4.06 

omas  &  Betts 

153.1 

1 1 

15.5 

0 

10.1 

11.2 

15.2 

16.0 

17 

10 

8 

923 

3.16 

omas  Industries 

120.1 

37 

3.1 

-41 

2.6 

6.1 

9.5 

13.3 

10 

6 

6 

183 

1.82 

estinghouse  Electric 

2862.0 

-1 

210.0 

1 1 

7.3 

6.5 

17.4 

21.5 

12 

4 

16 

10849 

6.44 

EaRONICS 

tOUP  COMPOSITE 

8032.4 

13 

392.0 

5 

4.9 

5.2 

14.1 

15.3 

12 

5 

9 

18595 

4.45 

idrew|3| 

86.8 

22 

3.6 

26 

4.2 

4.1 

10.2 

9.6 

13 

8 

-6 

230 

1.79 

Systems 

457.8 

16 

21.9 

15 

4.8 

4.8 

13.5 

15.3 

10 

15 

6 

865 

2.74 

sneral  Instrument  (10| 

351.2 

7 

21.5 

4 

6.1 

6.3 

14.0 

19.2 

1 1 

-1 

16 

856 

2.93 

irrisi6i 

778.6 

49 

34.8 

14 

4.5 

5.8 

12.2 

12.2 

10 

3 

5 

1266 

3.21 

Footnotes  on  page  69 
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 WORPOlMTE~9COREBOi(IID  

 - 

COMPANY 

SALES 

PROflTS 

RETURN 

SMS 

5-TEAK  e«OWTM 

S  «HL 

=50l« 
19S9 

i»j 

S  HL 

C-anC-J 

ON 
COMMON 

EOurrv 

?-= 

EOurpf 

S  "L 

12 

iA^N^G; 

■ — 

Litton  Industries  : 

Motorola 

Raytheon 

Varion  Associates  ; 

2533.0 
2225.0 
331.5 

16 

"Z  - 

5 

3-5 

3  c 

; 

: 

%  • 

-c 

- 

- 

;  IN$TKwm:,ST5 

1  A 

138.5 

-13 

1  A 

1 2>7 

1  5  tO 

1  1 

-3 

4 

9714 

- 

1     Allen  Group 
1  Ametek 

Beckman  Instrximenfs 

Esterline  : 

3.3 

C  £ 

8.0 
1.8 

11 

16 
1 6 

Si 
Si 

1 15 
570 
458 
70 

- 

Fo  X  bo  ro 
Generol  Signal 
Honeywell 
Imo  Industries 

154.2 
470.4 

-2 

-3.7 
20.3 
S3.4 

2 

■s  V 
4j 

t': 

^ 

N.M 

13 

-13 

VA 
—i 

291 
1048 

3565 

Johnson  Controls  ; 
Millip«re 
Perkin-Elmer  5 
Tektronix  ~ 

164.7 
218.4 

2 
9 

13.0 
12-0 
~~'  ~ 

7.9 

7.7 
6.8 

lO.S 
7.8 

S  V 

12.8 
6.9 

15 
22 

S  •.' 

14 

3 

-7 

777 
984 
3S~ 

-" ; 

:  SEMtCONDUaORS 

9 

262.4 

12 

1  2^ 

O  T 

T./ 

1  1 

MA 

1  .Z/ 

Advanced  Micro  Devices 
AMP 

Analog  Devices  ; 
Intel 

~64.4 
109.7 

7?-3 

0.8 

8-3 

5.6 

19 
18 

13 

s  ^ 

338 

•43.S 

13.6 

32 

"381 

- 

LPL  Technologies 
LSI  Logic 
Molex  : 

National  Semiconductor  ~ 
Texas  Instruments 

146.0 

404.3 

3 

16.7 
-10-2 

13 

10.4 

Sv 
NiA 
NA 

14.0 

N  s» 

16 

NVI 

Si 

13 

V4 

"  54 

365 
1040 
705 

'2J7 
-1-34 

-16-7 

0 

10  FOOD 

[N&USTKT  COMPOSITE 

62538.1 

9 

1441.7 

13 

2.3 

2.2 

10.4 

19.3 

20 

10 

12 

100291 

1.61 

;  POOD  5IST?IBirnON 
CAOUP  COMPOSITE 

M92.0 

7 

83.6 

6 

1.3 

1.3 

1  1.0 

14.1 

I  7 

IS 

10 

5667 

1.46 

International  Multifoods  ; 
Nash  Finch 
North  Star  Universal 
Richfood  Holdings  ; 

N  i 

£5 
-SO 

N  V 

N  •.' 

39 
51 

Rykoff-Sexton  i 
Super  Food  Services  i 
Super  Vaiu  Stores 
Sysco  : 

C.6 

-86 

186 

406.3'* 
2643-5 

3.7 

8 

0.9 

0.9 

11 

184 

"856 

2767 

:  POODPROaSSING 
690VP  COMPOSITE 

270&3.4 

12 

1070 J 

1  1 

4.0 

4.0 

12.5 

18.6 

20 

9 

13 

72927 

1.91 

American  Moiie-Produc+s 
B-orden 

Campbell  Soup  ; 
Castle  &  Cooke 

1892.5 
"722.5 

4 

63.1 

7 

3-3 

3.2 

6.0 

3.2 
-1.7 
2.6 
1-3 

-3-4 

12-: 

11 

N«* 

6 

SA 

. 

Chiquito  Brands  International 

ConAgra  " 
'     CPC  International 
,     Dean  Foods  ' 

■  

3626.3 
•354.S 

33 

-S-9 
13-1 

6 

15.8 
19.7 
18-0 

21-e 
22.0 
33-0 



Dekclb  Genetics  - 
Flowers  Industries  : 
Generol  Mills  ~ 
Heinz  ,H.  J.^  £ 

1612.2 

12 

lao 

7.7 
99.8 

96 

33 
18 

6_2 
5  3 

5.9 

21.1 

1 3- 1 
46.1 
27-4 

"  5 

Si 

-10 

9 

Si 

9 
15 

6CW 
5899 

S393 

2.88 
078 
*M 
1.84 

UilEl> 
kite  it 

m 

Hormel  vGeo.  A.,  ; 
Hudson  Food;  : 
IBP 

Kellogg 

Si 



:-93 

-43 
0-81 
3-34 

CM 
r 

Lance 

McCormick 
Michael  Foods 
Pilgrim's  Pride  ; 

6 
S 

no 

13 

10.8 
9.9 
4.7 
4.8 

28 
32 
82 
200 

3-3 

S.7 

2-7 

"9-3 
"2-5 

21-5 
15,9 

16 

■;7 

6 
6 

Si 

S 

4 

VA 
Vi 

756 
897 

"50 

1.49 

1.27; 

Pioneer  Hl-Bred  International  - 
Quaker  Oofs  : 
Ralston  Purina  ; 
Sara  Lee  : 

— « 

60  4 

sw 

21 
"6 

12 

11 

18 

1279 
3689 

5197 
6~42 

1.23 
2.33 
i44l 
1.86: 

It,  ■ 

Seneca  Foods  5 
SmithBeld  Foods  • 
1     Smucker  (J.  M.)  ; 

6? 
535 

 T 

1.46 

a68 

3.97 

Tyson  Foods  ; 
Universal  Foods  ; 
V.-igley  CWm.)  Jr. 

931.9 
219  7 

~4 

9 

26.3 
10.0 

21 
19 

2.S 

4.6 

4-1 
4.2 

18 
16 

37 
11 

36 
18 

1986 
7t>« 

2033 

1^ 

2-79 
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OMPANY 

SALES 

PROFITS 

RETURN 

MARGINS 

5-YEAR  GROWTH 

MARKET 

VALUE 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

wU  1  o  1  AINUIINlj 

t  AKINIINIjb 

1990 

1989 

1990 

1989 

1990 

1989 

CAPITAL 

EQUITY 

P-E 

EQUirv 

SHARE 

420 

PER 

$  MIL 

$MIL 

7. 

4-20 

$  MIL 

SHARE 

»GD  RETAILING 

ROUP  COMPOSITE 

28762.6 

8 

287.8 

25 

1.0 

0.9 

6.4 

26.7 

22 

14 

8 

21697 

1.03 

Ibertson'sn  i| 

1940.1 

3 

60.3 

1 6 

3.1 

2.7 

17.8 

21.1 

19 

15 

21 

3750 

2.93 

merican  Stores  (i  i| 

6142.2 

14 

53. 1 

163 

0.9 

0.4 

6.5 

9.5 

18 

14 

-8 

2162 

3.45 

assy's  General  Stores  (8| 

120.4** 

21 

2.0 

15 

1.6 

1.7 

6.0 

8.6 

16 

35 

19 

104 

0.57 

ircie  K  |8| 

872.5** 

-3 

-28.1 

NM 

NM 

1.4 

NM 

-20.5 

NM 

28 

-12 

71 

-1.29 

airy  Mart  Convenience  Stores  (1 1|  133.7* 

8 

U.J 

0.3 

NM 

NM 

2.2 

42 

43 

15 

29 

0.16 

elchamps  (6) 

231.4 

3 

3.4 

_9 

1.5 

1.7 

13.6 

18.2 

12 

4 

3 

184 

2.08 

ood  Lion 

1201.3 

19 

37.1 

29 

3.1 

2.8 

21.6 

27.5 

27 

28 

32 

4147 

0.47 

Dodorama  Supermarkets  (2) 

166.7 

27 

0.6 

NM 

0.4 

0.0 

4.9 

5.5 

21 

7 

37 

36 

1.51 

iant  Food  (10) 

1056.6 

9 

Jo.o 

o 
y 

3.7 

3.7 

17.4 

22.9 

15 

17 

17 

1662 

1.80 

reat  Atlantic  &  Pacific  Tea  (ioi 

2567.7 

6 

34.5 

13 

1.3 

1.3 

12.5 

13.7 

14 

19 

30 

2106 

3.84 

annaford  Brothers 

393.9** 

13 

9.8 

15 

2.5 

2.4 

12.4 

18.0 

18 

22 

22 

696 

1.97 

roger 

4558.8 

2 

-10.3 

NM 

NM 

NM 

-0.4 

NM 

NM 

NA 

-24 

1000 

-0.09 

ational  Convenience  Stores  (6| 

249.3 

4 

-6.2 

NM 

NM 

NM 

NM 

-0.2 

NM 

-7 

NA 

104 

0.01 

enn  Traffic  (1 1| 

787.8** 

81 

-7.7 

NM 

NM 

NM 

NM 

NM 

NM 

-20 

NA 

105 

-6.10 

uddick  (3) 

352.9 

12 

6.1 

36 

1.7 

1.4 

10.5 

14.1 

1  1 

10 

8 

256 

2,38 

afeway  Stores 

3336.0 

3 

15.0 

70 

0.5 

0.3 

0.7 

NM 

NA 

NA 

NA 

NA 

0.10 

eaway  Food  Town  (4) 

140.5 

10 

0.1 

-91 

0.1 

1.1 

5.1 

4.8 

26 

-4 

32 

44 

0.70 

mith's  Food  &  Drug  Centers 

487.7 

22 

8.1 

43 

1.7 

1.4 

7.9 

1 1.9 

23 

NA 

NA 

704 

1.20 

illage  Super  Market  (5) 

174.0 

4 

1.6 

1 

0.9 

1.0 

7.7 

9.4 

10 

32 

103 

45 

1.47 

ons 

121 1.7 

3 

8.2 

NM 

0.7 

NM 

-0.3 

-1.8 

NM 

NA 

NA 

804 

-0.09 

i/eis  Markets 

314.0 

4 

19.0 

-7 

6.0 

6.8 

14.7 

15.0 

16 

12 

1  1 

1354 

1.88 

/inn-Dixie  Stores  (6) 

2323.3 

6 

42.0 

12 

1.8 

1.7 

19.0 

19.1 

15 

5 

3 

2336 

3.81 

UEL 

IDUSTRY  COMPOSITE 

90619.8 

1  1 

3733.3 

-26 

4.1 

6.2 

7.0 

9.4 

20 

_2 

_| 

214380 

2.18 

DAI 

ROUP  COMPOSITE 

1 131.9 

19 

31.8 

-29 

2.8 

4.7 

8.0 

9.7 

17 

4 

20 

2418 

1.37 

shiand  Coal 

90.2 

18 

6.8 

9 

7.6 

8.2 

10.6 

19.3 

13 

NA 

NA 

219 

1.51 

acco  Industries 

328.2 

1 18 

12.7 

62 

3.9 

5.2 

10.0 

19.6 

8 

17 

17 

478 

6.62 

erco 

174.1 

1 1 

19.6 

20 

11.3 

10.4 

11.3 

13.3 

12 

13 

6 

930 

1.92 

ttston 

411.4** 

-2 

-10.1 

NM 

NM 

2.6 

NM 

-4.2 

NM 

-4 

92 

592 

-0.46 

Westmoreland  Coal 

128.0 

-15 

2.7 

-20 

2.1 

2.3 

9.3 

7.1 

18 

-4 

NA 

198 

1.30 

IL&GAS 

ROUP  COMPOSITE 

86677.6 

12 

3516.9 

-28 

4.1 

6.3 

6.8 

9.3 

20 

-1 

-1 

192990 

2.26 

merada  Hess 

1661.6** 

12 

39.7 

-82 

2.4 

14.8 

8.8 

1 1.6 

12 

0 

14 

3646 

3.66 

merican  Petrofina 

896.3 

25 

26.2 

2 

2.9 

3.6 

7.9 

9.1 

12 

10 

14 

1175 

6.26 

moco 

6453.0 

9 

466.0 

2 

7.2 

7.7 

8.6 

11.8 

16 

3 

-1 

25981 

3.14 

shiand  Oil  (3) 

1985.8 

10 

0.9 

NM 

0.0 

NM 

3.1 

2.4 

75 

6 

-5 

2093 

0.48 

uriington  Resources 

513.8 

17 

68.5 

31 

13.3 

12.0 

4.6 

4.9 

38 

NA 

NA 

6040 

1.08 

lievron 

9300.0*** 

21 

473.0 

51 

5.1 

4.1 

2.2 

2.9 

56 

-1 

-21 

23032 

1.15 

rown  Central  Petroleum 

458.3 

61 

1.1 

-59 

0.3 

1.0 

5.1 

6.3 

15 

9 

NA 

309 

2.03 

iamond  Shamrock 

584.6 

25 

4.3 

-71 

0.7 

3.2 

9.0 

16.1 

14 

68 

NA 

593 

1.75 

xxon 

24457.0** 

20 

1280.0 

0 

5.2 

6.2 

7.1 

10.0 

20 

1 

-4 

57895 

2.34 

oily  (5) 

109.0 

39 

4.3 

-32 

3.9 

8.0 

43.0 

288.6 

9 

-51 

97 

214 

2.94 

err-McGee 

811.8 

13 

27.1 

-20 

3.3 

4.7 

6.3 

8.1 

20 

-4 

9 

2419 

2.41 

suisiana  Land  &  Exploration 

223.4** 

14 

13.3 

-35 

6.0 

10.5 

8.2 

9.5 

31 

-6 

-4 

1217 

1.38 

rondell  Petrochemical 

1488.0 

17 

78.0 

-42 

5.2 

10.6 

46.5 

NM 

4 

NA 

NA 

1330 

3.98 

^apco 

636.4* 

36 

36.7 

4 

5.8 

7.6 

12.9 

28.8 

12 

-6 

28 

1341 

3.24 

'taxus  Energy 

160.0 

10 

3.4 

NM 

2.1 

NM 

-1.5 

NM 

NM 

-60 

NA 

929 

-0.70 

Mtchell  Energy  &  Dev.  (i  i| 

199.3 

31 

11.3 

122 

5.7 

3.3 

5.5 

5.3 

30 

2 

-54 

926 

0.65 

^obil 

14908.0*** 

6 

400.0 

-7 

2.7 

3.1 

8.5 

1  1.4 

14 

3 

1  1 

24715 

4.30 

ccidental  Petroleum 

5200.0 

1 

1  10.0 

45 

2.1 

1.5 

5.6 

4.8 

26 

21 

-19 

7331 

1.03 

ryx  Energy 

469.0** 

53 

40.0 

135 

8.5 

5.6 

4.7 

5.2 

58 

NA 

NA 

4468 

0.73 

fillips  Petroleum 

3116.0 

2 

21.0 

-89 

0.7 

6.2 

1.6 

2.3 

NM 

-13 

-14 

6006 

0.22 

uaker  State 

209.0 

7 

2.3 

301 

1.1 

0.3 

4.8 

4.4 

25 

1 

-20 

346 

0.51 

un 

31 10.0*** 

17 

41.0 

-49 

1.3 

3.1 

2.4 

1.8 

69 

-10 

-46 

3948 

0.54 

exaco 

9156.0** 

-5 

328.0 

-77 

3.6 

15.1 

11.7 

15.1 

12 

-12 

39 

14982 

4.63 

nion  Texas  Petroleum 

31 1.0** 

1 

31.0 

-38 

10.0 

16.2 

16.3 

41.1 

15 

NA 

-6 

1547 

1.26 

alero  Energy 

260.4 

29 

9.7 

-15 

3.7 

5.7 

6.7 

5.6 

15 

3 

-6 

507 

0.96 

ETROLEUM  SERVICES 

ROUP  COMPOSITE 

2810.2 

4 

184.6 

47 

6.6 

4.7 

12.4 

12.3 

25 

-13 

-4 

18973 

1.66 

aker  Hughes  (3) 

600.9 

6 

30.3 

92 

5.0 

2.8 

9.7 

9.8 

31 

0 

-15 

3106 

0.82 

resser  Industries  (2) 

873.6 

3 

19.8 

-10 

2.3 

2.6 

10.3 

9.9 

20 

-3 

48 

3279 

2.38 

race  Energy 

114.0** 

20 

5.9 

6 

5.2 

5.9 

3.0 

4.2 

20 

NA 

NA 

467 

0.95 

chlumberger 

1221.8 

3 

128.6 

56 

10.5 

7.0 

17.0 

16.1 

26 

-19 

-9 

12120 

1.96 

lEALTH  CARE 

IDUSTRY  COMPOSITE 

32674.7 

11 

2867.7 

-5 

8.8 

10.3 

16.1 

21.5 

20 

10 

15 

199708 

2.58 

RUG  DISTRIBUTION 

ROUP  COMPOSITE 

7S93.9 

11 

166.3 

0 

2.2 

2.4 

11.6 

15.4 

15 

11 

8 

7577 

1.93 

Lrbor  Drugs  (SI 

90.5 

12 

3.7 

16 

4.0 

3.9 

13.7 

18.2 

17 

41 

16 

174 

1.11 

ergen  Brunswig  (4| 

1087.2** 

12 

15.4 

34 

1.4 

1.2 

13.8 

13.5 

14 

19 

1 1 

825 

1.74 

ig  B(ii) 

132.7 

60 

0.8 

-64 

0.6 

2.7 

5.6 

5.4 

22 

23 

1 1 

80 

0.50 
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COMPANY 


SALES 


PROFITS 


RETURN 


5-YEAR  GROWTH 


1ST  CHANGE  ISI  CHANGE 

QUARTER  FROM  QUARTER  FROM 

1990  1989  1990  1989 

S  MIL  %  S  MIL 


1ST  1ST 
QUARTER  QUARTER 
1990  1989 


ON 
INVESTED 
CAPITAL 


ON 
COMMON 
EQUITY 


P-E 
4-20 


COMMON 
EQUTTY 


EARNINGS 
PER 
SHARE 


MARKET 
VALUE 
SHARES 
OUTSTANDING 
4-20 
S  MIL 


Bindley  Western  fndusfries 
Durr-Fillauer  Medicci 


432.9 
200.8 


20 
17 


1.6 
3.6 


78 
28 


0.4 
1.8 


0.2 
1.6 


1 1.7 
13.8 


7.9 
13.7 


16 
15 


15 


58 
231 


12 

MONTHS' 
EASNINGS 
PER 
SHARE 


0.59 
1.52 


Fay's  11 1) 

161.7 

8 

3.5 

-27 

2.2 

3.2 

13.7 

16.2 

12 

1 

2 

127 

0.68 

Genovese  Dru.;^  Stores  ;  ii 

1 10.4 

3 

0.7 

-75 

0.6 

2.4 

7.0 

7.8 

20 

1 1 

4 

56 

0.41 

Longs  Drue  stares n  i> 

604.5 

10 

18.9 

12 

3.1 

3.1 

NA 

18.3 

12 

4 

12 

750 

3.01 

McKesson  v 

2089.9** 

1 1 

18.3 

-28 

0.9 

1.4 

10.7 

15.9 

14 

6 

6 

1279 

2.23 

Perry      3  Stores  (2) 

179.1 

-3 

3.0 

-28 

1.7 

2.3 

10.0 

11.1 

13 

-9 

-6 

75 

0.58 

Rile  Aia  ui 

857.6 

5 

35.0 

0 

4.1 

4.3 

8.8 

12.1 

16 

15 

7 

1338 

1.97 

W^ljireen  (4) 

1646.6 

12 

61.9 

8 

3.8 

3.9 

15.5 

19.4 

16 

14 

12 

2584 

2.64 

io  :.  r  \i<ai  &  RESEARCH 

CROUP  COMPOSITE 

12887.5 

1  1 

2293.9 

16 

17.8 

17.0 

22.6 

26.6 

20 

9 

16 

136219 

3.09 

Allergen 

195.1 

9 

13.6 

-21 

7.0 

9.7 

12.7 

1  1.6 

18 

NA 

NA 

991 

0.80 

American  Home  Products 

1813.4 

4 

314.5 

12 

17.3 

16.0 

30.1 

57.7 

14 

2 

1  1 

15470 

7.27 

Bristol-Myers  Squibb 

2457.7 

9 

409.1 

19 

16.6 

1  5.2 

16.0 

16.0 

34 

17 

27712 

1.55 

1         / Cll\ 

Lilly  (eli; 

1 240.6 

1 8 

340.8 

20 

27.5 

27. 1 

23.7 

26.5 

1 9 

1 1 

12 

18193 

3.42 

Marion  Merrell  Dow  i6) 

578.0 

138 

1 1 1.0 

102 

19.2 

22.6 

10.1 

10.4 

64 

35 

58 

3762 

0.39 

Merck 

1758.4 

12 

403.8 

19 

23.0 

21.7 

36.2 

44.3 

19 

5 

30 

29403 

3.95 

Pfizer 

1482.0 

3 

251.9 

5 

17.0 

16.8 

15.6 

15.3 

14 

13 

7 

9629 

4.1  1 

Rorer  Group 

277.7 

15 

-7.7 

NM 

NM 

4. 1 

7.9 

16-5 

33 

13 

25 

2190 

2.13 

Schering-Plough 

865.1 

4 

150.4 

20 

17.4 

15.1 

24.9 

25.4 

18 

7 

20 

9065 

4.39 

Syntex  i5i 

342.7 

4 

72.0 

-14 

21.0 

25.2 

36.9 

43.9 

19 

0 

23 

5609 

2.70 

UDioh  n 

W  Wl  VI  III 

776.7 

4 

1  1  4.3 

10 

14.7 

13.9 

1 6.0 

18.3 

22 

10 

14 

6874 

1  72 

Warner-Lambert 

1100.0 

8 

120.3 

19 

10.9 

9.9 

29.5 

38.2 

17 

-3 

15 

7315 

6.40 

[<-l  HEALTH  CARE  SERVICES 

ADAUD  f  AUDACrTT 
UKwWr  ^vnrw9l  1  B 

4147*4 

1 1 

4.7 

Q.w 

9.7 

1  y 

29 

7927 

1  OA 

American  Medical  International  |4| 

738,0 

9 

36.0 

99 

4.9 

2.7 

NM 

-6.6 

NA 

-2 

NA 

NA 

-0.70 

Beverly  Enterprises 

501.9 

-2 

0.7 

NM 

0.1 

NM 

NM 

-26.4 

NM 

-5 

NA 

237 

-1.77 

FHP  international  si 

266.4 

43 

9. 1 

69 

3.4 

2.9 

22.6 

24.0 

14 

138 

38 

414 

1.19 

Humana  4 

1 192.5 

19 

75.9 

22 

6.4 

6.2 

13.9 

21.4 

14 

1 1 

8 

3918 

2.34 

Manor  Care  7 

172.6 

16 

5.0 

-4 

2.9 

3.5 

7.7 

11.5 

21 

12 

-43 

525 

0.65 

National  Medical  Enterprises  7 

1012.3** 

8 

62.8 

27 

6.2 

5.3 

10.0 

16.3 

12 

5 

7 

2666 

2.85 

Summit  Health  6; 

97,0 

0 

1.0 

NM 

1.0 

NM 

NM 

-9.5 

NM 

1 

NA 

55 

-0.27 

Universal  Health  Services 

166,5 

9 

5.6 

24 

3.3 

2.9 

6.5 

6.4 

1  1 

4 

-17 

1 13 

0.70 

Idl  MEDICAL  PRODUaS 

GROUP  COMPOSITE 

8045.8 

13 

21 1.5 

-71 

2.6 

10.4 

10.5 

17.0 

21 

12 

18 

47985 

2.26 

Abbott  Laboratories 

1438.4 

1 1 

225.0 

14 

15.6 

15.3 

28.4 

32.5 

17 

1 1 

19 

14823 

3.99 

Bard  (C.  R.) 

195.2 

-1 

9.2 

-57 

4.7 

10.8 

14.9 

16.0 

17 

9 

18 

900 

0.97 

Bausch  &  Lomb 

314.6 

14 

22.4 

17 

7.1 

7.0 

14.4 

16.5 

15 

17 

14 

1738 

3.83 

Baxter  International 

1903.0 

7 

-383.0 

NM 

NM 

5.7 

-0.6 

-2.9 

NM 

22 

40 

5333 

-0.43 

Becton,  Dickinson  3 

520.8 

13 

45.5 

10 

8.7 

9,0 

12.1 

15.0 

14 

12 

21 

2290 

4.26 

Johnson  &  Johnson 

2838.0 

16 

244.0 

-23 

8.6 

13.0 

NA 

24.3 

19 

6 

22 

19400 

3.03 

Medtronic  8 

207.4 

1 1 

27.1 

14 

13.0 

12,8 

20.3 

19.6 

17 

7 

18 

1766 

3.83 

Mine  Safety  Appliances 

1 12.0 

9 

6.4 

6 

5.7 

5.9 

9.7 

11.3 

13 

12 

0 

361 

4.25 

Owens  &  Minor 

292  6 

49 

15 

71 

0.5 

0.5 

4.1 

4.0 

32 

23 

-8 

100 

0.37 

U.  S.  Surgical 

105  9 

34 

8.3 

37 

7,8 

7.6 

14.2 

19.6 

24 

1  1 

22 

772 

2.73 

Westmark  International 

1 18,0 

16 

5.1 

57 

4  3 

3.2 

7.8 

7.8 

25 

r.A 

503 

2.01 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

7700.5 

5 

275.1 

-13 

3.6 

4.3 

1 1.4 

22.9 

II 

5 

7 

16424 

2.23 

(a|  BUILDING  MATERIALS 

GROUP  COMPOSITE 

5975.9 

4 

221.0 

-15 

3.7 

4.5 

13.5 

24.5 

II 

5 

7 

14606 

2.37 

Ameron  ' 

88.8 

3 

-0.9 

NM 

NM 

0.4 

8.8 

9.7 

16 

1 

10 

191 

3.20 

Barnes  Group 

141.2 

10 

3.7 

6 

2.6 

2.7 

8.2 

10.5 

15 

-3 

-1 

179 

2.02 

CalMat 

148.1** 

-3 

10.4 

-21 

7.0 

8.7 

13.2 

14.3 

13 

12 

33 

944 

2.44 

De  Soto 

109.6 

n 

2.6 

81 

2.3 

1.4 

NM 

-10.6 

NM 

-6 

NA 

182 

-2.25 

Hughes  Supply  - 1 

131,1 

4 

0.1 

-96 

0.1 

2.1 

6.0 

6.7 

1  1 

9 

10 

72 

1.33 

Lafarge 

239.4 

15 

-40.4 

NM 

NM 

NM 

7.3 

9.9 

1  1 

18 

64 

908 

1.60 

Monville 

518.0 

2 

24,9 

-28 

4.8 

6.8 

12.1 

31.4 

6 

-17 

-15 

359 

1.20 

Nolond 

105.6 

1 

0.8 

51 

0.8 

0.5 

6.0 

5.5 

14 

6 

3 

76 

1.43 

Owens-Corning  Fiberglas 

748.0 

12 

33.0 

-3 

4.4 

5.1 

34.9 

NM 

5 

NA 

8 

863 

4.05 

PPG  Industries 

1478.2 

1 

125.3 

-3 

8.5 

8.9 

14.1 

20.2 

1  1 

4 

17 

4937 

4-19 

RPM  7 

101.3 

23 

2.9 

20 

2.9 

3.0 

13.6 

16.7 

17 

23 

13 

462 

1.18 

Sherwin-Williams 

499.5 

7 

10.0 

13 

2.0 

1.9 

13.6 

16.5 

14 

10 

12 

1520 

2.55 

Southdown 

129.0** 

-1 

6.3 

69 

4.9 

2.9 

7.2 

5.6 

26 

7 

-4 

500 

1.14 

Standex  International  I6I 

113.6 

4 

4.7 

3 

4.1 

4.2 

12.9 

15.9 

1 1 

0 

3 

238 

2.16 

Tecumseh  Products 

410.7 

-4 

15.8 

-27 

3.8 

5.1 

10.8 

11.2 

8 

9 

5 

624 

14.02 

Texas  Industries  [Vj 

139.7** 

-1  1 

-7.9 

NM 

NM 

NM 

5.4 

-1.2 

NM 

6 

-26 

204 

-0.27 

USG 

530.0 

-1 

8.0 

722 

1.5 

0.2 

20.5 

NM 

6 

NA 

-28 

203 

0.60 

Valspar(2) 

1 12.2 

10 

3.1 

20 

2.8 

2.5 

17.1 

21.7 

14 

1  1 

18 

337 

2.14 

Vulcan  Materials 

232.0 

7 

18.7 

19 

8.1 

7.2 

17.7 

20.6 

14 

6 

17 

1807 

3.39 

<:ONSTRUaiON  &  REAL  ESTATE 

ROUP  COMPOSITE 

1724.6 

10 

54.1 

0 

3.1 

3.5 

6.9 

16.2 

8 

7 

12 

1818 

1.64 

■■•,>ur»(iOi 

155.7" 

-33 

2.4 

-24 

1.5 

1.4 

NA 

1  1.9 

9 

5 

NA 

158 

1.50 

^.•-■niex  9) 

556.7** 

14 

15.6 

19 

2.8 

2.7 

NA 

14.3 

10 

1 

-2 

584 

4.02 

'. .  3s! City  Enterprises (ii) 

87.5 

3 

4.8 

-21 

5,5 

7  1 

3.7 

4.8 

51 

10 

8 

305 

0.70 
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lOMPANr  SALES  PROFITS   RETURN  

MARGINS                                                        5-TEAR  GROWTH  MARKET 
    VALUE  12 


CHANGE 

IST 

CHANGE 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

fROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1990 

1989 

1990 

1989 

1990 

1989 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-20 

PER 

$  MIL 

$  Mil. 

4-20 

$  MIL 

SHARE 

.aufman  &  Broad  Home  |i| 

318.3** 

70 

13.3 

16 

4.2 

6.2 

15.3 

43.7 

5 

8 

32 

360 

2.42 

eters  (J.  M.)('oi 

127.5** 

5 

11.1 

-29 

8.7 

12.9 

5.1 

19.6 

4 

NA 

NA 

1  14 

1.81 

ylond  Group 

319.2 

8 

6.5 

39 

2.0 

1.6 

7.3 

21.5 

6 

26 

34 

243 

3.36 

1.  S.  Home 

159.8** 

-2 

0.4 

44 

0.2 

0.2 

NM 

-4.8 

NM 

-10 

NA 

55 

-0,21 

.EISURE  TIME  INDUSTRIES 


NDUSTRY  COMPOSITE 

12798.7 

9 

703.6 

5 

5.5 

5.7 

10.1 

14.8 

20 

13 

14 

62150 

1.73 

ATIN6  PLACES 

ROUP  COMPOSITE 

2686.3 

10 

187.0 

3 

7.0 

7.5 

12.1 

22.2 

16 

13 

13 

14123 

1.70 

ob  Evons  Forms  (8) 

1 14.6 

8 

5.9 

-27 

5.2 

7.6 

NA 

13.0 

14 

16 

14 

394 

0.88 

hili*s  (6) 

85.5 

23 

3.8 

2 1 

4.4 

4.5 

13.4 

1 9.7 

1 9 

42 

27 

309 

1 .61 

ollins  Foods  International  |8) 

164.1 

2 

7.7 

13 

4.7 

4.3 

NA 

12.4 

14 

19 

12 

428 

1.36 

archer  (Carl)  Enterprises  (i  i| 

1 17.6 

6 

-8.9 

NM 

NM 

3.8 

9.8 

7.4 

28 

0 

1 1 

152 

0.30 

McDonald's 

1508  8 

1 1 

158.1 

12 

10.5 

10.4 

1 1.7 

22.0 

16 

13 

15 

1 1403 

2.01 

Aorrlson  |7) 

227.6** 

10 

7.4 

-17 

3.2 

4.3 

NA 

17.1 

13 

6 

13 

414 

1.78 

honey's  (2) 

258.5** 

10 

4.7 

59 

1.8 

1.3 

23.4 

NM 

26 

NA 

-6 

523 

0.54 

izzier  Restaurants  Intl.  (8) 

95.4 

7 

5.0 

8 

5.2 

5.2 

12.3 

1 4.9 

1  4 

25 

1 9 

3 1 6 

1 .37 

icorp  Restaurants  (2) 

1  14.3 

10 

3.3 

79 

2.9 

1.8 

1 1.7 

10.7 

19 

_1 

_3 

183 

1.06 

NTERTAINMENT 

ROUP  COMPOSITE 

3596.4 

18 

254.6 

29 

7.1 

6.5 

9.9 

12.0 

25 

15 

24 

2781 1 

2.28 

lockbuster  Entertainment 

139.2 

81 

13.4 

82 

9.7 

9.6 

17.5 

24.1 

28 

100 

81 

1291 

0.64 

Ullllllllwll  l^J 

1 16.7** 

-6 

1 .9 

23 

1 .6 

1 .2 

1  4. 1 

1 4.6 

3 

37 

8 

68 

0.81 

isney  (Walt)|3) 

1303.8 

26 

178.5 

20 

13.7 

14.4 

16.6 

23.7 

20 

23 

84 

15165 

5.49 

ing  World  Productions  (4| 

102.4 

8 

17.9 

8 

17.5 

17.5 

40.7 

82.3 

12 

53 

88 

941 

3.10 

ACA 

912  9** 

30 

31  6 

20 

3  5 

3  7 

1 0  2 

13  4 

1 6 

g 

401 3 

3  40 

AGM/UA  Communications  (4| 

176.8 

-27 

-9.8 

NM 

NM 

NM 

NM 

-10.3 

NM 

-6 

NA 

867 

-0.66 

aramount  Communications  (2) 

844.6 

9 

21.2 

81 

2.5 

1.5 

2.9 

0.6 

NM 

12 

-27 

5466 

0.16 

OTtL  &  MUTEL 

ROUP  COMPOSITE 

2712.9 

1 1 

101.9 

-4 

3.8 

4.3 

8.6 

20.0 

19 

2 

13 

8161 

1.76 

aesars  World  (5| 

202.9 

-5 

1.4 

-86 

0.7 

4.9 

12.2 

20.2 

9 

2 

33 

449 

2.13 

ircus  Circus  Enterprises  |i  i| 

118.5 

2 

12.4 

7 

10.4 

10.0 

17.3 

50.4 

20 

8 

26 

1488 

2.60 

iolden  Nugget 

208.1 

317 

17.3 

71 

8.3 

20.3 

NM 

-1 1.9 

NM 

-8 

NA 

504 

-0.93 

ilton  Hotels 

265.5** 

18 

25.1 

92 

9.5 

5.8 

10.6 

13.8 

19 

8 

4 

2352 

2.52 

Aorriott 

1684.0 

4 

28.0 

-26 

1.7 

2.3 

8.6 

27.2 

17 

-3 

12 

2660 

1.55 

romus 

233.8 

7 

17.6 

-24 

7.5 

10,6 

NA 

NA 

NA 

NA 

NA 

707 

NA 

THER  LEISURE 

ROUP  COMPOSITE 

3803.2 

-I 

160.1 

-13 

4.2 

4.8 

9.9 

12.2 

19 

16 

3 

12056 

1.22 

American  Greetings  (lOi 

342.7** 

8 

18.9 

32 

5.5 

4.5 

9.8 

12.3 

15 

9 

-1 1 

1074 

2.25 

inthony  Industries 

94.3 

4 

1.3 

-35 

1.4 

2.2 

13.5 

16.3 

8 

15 

19 

103 

1.47 

runswick 

685.6 

-13 

14.7 

-15 

2.1 

2.2 

NM 

-9.5 

NM 

14 

NA 

1329 

-0.84 

arnival  Cruise  Lines  (i| 

259.4 

12 

25.2 

-46 

9.7 

20.0 

14.5 

19.3 

15 

58 

17 

2609 

1.29 

PImi 

101.3 

3 

10.7 

-17 

10.5 

13.0 

NA 

24.9 

14 

34 

23 

418 

1.97 

leetwood  Enterprises  (8) 

347.4 

0 

9.1 

-28 

2.6 

3.6 

15.8 

13.5 

1  1 

12 

1 

572 

2.43 

arley-Davidson 

217.6 

16 

12.1 

51 

5.6 

4.3 

20.2 

23.6 

10 

136 

61 

367 

4.24 

asbro 

301.2 

4 

19.4 

4 

6.5 

6.5 

12.2 

1 1.8 

12 

49 

10 

1063 

1.57 

luffy 

128.8 

1 1 

6.1 

39 

4.7 

3.8 

13.6 

17.5 

1 1 

8 

40 

179 

1.93 

ohnson  Worldwide  Assocs.  (3) 

91.3 

22 

8.2 

18 

9.0 

9.4 

15.4 

18.9 

13 

84 

-13 

193 

1.84 

Aattel 

234.0 

20 

8.4 

95 

3.6 

2.2 

25.8 

37.0 

13 

3 

2 

1061 

1.68 

)utboard  Marine  |3) 

309.2 

-23 

-5.6 

NM 

NM 

2.3 

NM 

-1.6 

NM 

13 

-4 

441 

-0.52 

oloroid 

436.2 

-1 

31.8 

23 

7.3 

5.9 

19.5 

77.4 

20 

-22 

39 

2234 

2.17 

onka 

135.9 

-16 

-10.3 

NM 

NM 

NM 

3.5 

1.8 

12 

35 

-6 

172 

0.97 

rans  World  Music  ii  i| 

1  18.4 

15 

10.1 

23 

8.6 

8.0 

18.8 

24.5 

18 

108 

62 

240 

1.48 

MANUFACTURING 


MDUSTRY  COMPOSITE  22573.0        10     1170.8        0        5.2       5.7         12.3         15.3  15  9  23      70616  2.69 


iENERAL  MANUFAaURING 

iROUP  COMPOSITE  8715.6  6       625.8        5         7.2       7.3         14.8         18.3  16         11  14      38774  2.80 


kvery  International  (1 1  431.4  4  20.4  1  4.7  4.9  12.1  16.1  14  16  9  1194  1.96 

lorning  603.2  13  46.7  14  7.7  7.7  12.1  15.4  16  10  25  4240  2.82 

;rane  352.2  1  13.5  26  3.8  3.1  15.7  20.7  12  11  19  708  1.81 

larsco  388.5  5  13.0  -16  3.3  4.2  3.2  2.3  69  -2  -20  619  0.34 


•excel  106.8  5  1.2  -20  1.2  1.5  3.8  2.6  28  18  -4  98  0.50 

lillenbrand  Industries!))  279.3**  18  19.9  26  7.1  6.6  15.4  19.3  22  11  19  1684  2.10 

llinois  Tool  Works  567.7  15  40.6  10  7.2  7.5  14.0  18.3  15  20  30  2591  3.12 

OStens(6)  162.4  7  10.7  7  6.6  6.6  21.9  24.6  17  1  11  1008  1.46 


Ceystone  International  102.4  18  10,0  22  9.7  9.4  16.7  19.4  21  22  14  812  1.15 

lAark  IV  Industries  (10)  198.7  -2  4.7  2  2.4        2.3  NA  16.9  7  79  50  178  1.84 

v^innesota  Mining  &  Mfg.  3164.0  5  335.0  5  10.6  10.5  20.2  23.4  14  8  15  18231  5.68 

Jewell  257.9  -5  24.2  72  9.4         5.2  19.4  21.1  17  34  28  1543  1.58 

Jneidoill)                                            91.6**  -8  2.1  -17  2.3        2.5  11.8  13.9  9  1  18  153  1.51 

■orker  Hannifin  (6)  636.5  3  29.7  1  4.7        4.7  9.8  10  9  14  11  3  1393  2.02 

tubbermaid  359.5  3  33.1  13  9.2        8.4  18.3  20.1  21  20  18  2578  1.63 

lealedAir  101.4  6  2.8  -61  2.8        7.5  8.9  Nm  67  21  -5  180  0.32 
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Nature  exposes  aircraft  v.. 
extreme  conditions.  On  the 
ground  in  Las  Vegas,  for  example, 
the  temperature  can  rise  to  115  F. 
While  at  40,000  feet  -65°  F  is  the 
rule  rather  than  the  exception. 


service,  a  plane  can  be 
bombarded  by  ultraviolet  rays 
and  just  within  hours,  be  riding 
out  a  snow  storm,  a  cloud  burst, 
or  a  flurry  of  hail. 

The  skin  of  aircraft  must  be 


capable  of  withstanding  such 
treatment. 

And  it  can...  thanks  to  the 
polyurethane  paint  developed  by 
Akzo. 

Our  surface  finish  not  only 


filters  out  ultraviolet  rays,  ^^^^ 
is  also  immune  to  any  chang  lin  1,3] 
temperature  and  to  sunlight.  g{{ 

The  finish  doesn't  discc 
crack  or  peel.  In  fact,  it  actu  iHv;  ^ 
protects.  ilabora, 


tning  can't  mar  it  nor  Each  year  we  invest  millions  of 

n,  hail,  antifreeze,  dollars  in  research  in  the  fields 

ic  oil  and  fuel.  This  ad-  of  chemicals,  fibers,  polymers, 

coating  is  but  one  of  the  health  care  as  well  as  coatings, 
ive  materials  created  in  Akzo  is  a  large  company  - 

boratories.  70,000  employees  in  SOcountries 


-  and  one  that's  worth  knowing 
more  about. 

For  further  information 
please  write  to  A  kzo  America  I  nc. , 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 
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VALUE 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

15T 

ON 

ON 

Earnings 

SHARES 

MONTHS 

OUASTeR 

=i!OM 

OUASTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

DITSTANDING 

EARNING 

199C 

'989 

1990 

1989 

199: 

1989 

Capitai 

EQUlTf 

EQurnr 

SHARE 

4-2C 

S  Wi. 

S  m;l 

i-2C 

Sm;_ 

5 -ARE 

109.2** 

21 

7.3 

7 

6.7 

7.6 

12.0 

17.0 

12 

17 

19 

332 

2.48 

485.6 

0 

14.5 

-26 

3.0 

4.0 

4.9 

4.4 

31 

5 

-5 

886 

0.86 

103.0** 

146 

-7.9 

NM 

NM 

0.8 

NM 

-8.5 

NM 

186 

NA 

99 

-1.59 

214.5 

13 

4.5 

7 

2.1 

2.2 

14.1 

21.1 

12 

12 

16 

248 

1.80 

Teleflex 
Trinova 

Triton  Group  '  v 
Valmont  Industries 


(b)MACHii-,£4f-/i"-.-  roots 

GROU^ce^.pcsrrE 

2079.9 

30 

76.8 

-21 

3.7 

6.1 

6.9 

9.9 

15 

5 

5 

4595 

1.67 

Black  &  Decker  3 

1003.3 

76 

10.0 

-61 

1.0 

4.5 

3.1 

-3.9 

31 

4 

-14 

972 

0.54 

Cincinnati  Milocron 

190.6 

1 

2.5 

-60 

1.3 

3.3 

6.6 

6.6 

31 

-7 

0 

447 

0.59 

Kerncmetal  t 

161.5 

30 

10.7 

12 

6.6 

7.7 

13.7 

14.9 

10 

-1 

34 

326 

3.06 

Snop-on  Tools 

240.4** 

4 

31.1 

-1 

13.0 

13.5 

17.5 

17.6 

14 

14 

15 

1419 

2.54 

Stanley  Works 

484.1 

1 

22.5 

-9 

4.6 

5.1 

1 1.4 

17.1 

12 

10 

9 

1430 

2-67 

ici  SPECIAL  MACHINERY 

GROUP  COMPOSrTE 

9828.0 

1  1 

423.9 

0 

4.3 

4.8 

12.3 

13.6 

14 

8 

53 

24184 

3.20 

1 

Allied  Products 

161.8 

1 

3.9 

-19 

2.4 

3.0 

NM 

-24.6 

NM 

15 

NA 

29 

-4.89 

E 

Applied  A^oterio  1  s  2 

1  JO.o 

JU 

111 

—  1  0 

o.u 

1  0  A 

1 7 

1  O.J 

1  n 
1  u 

CD 

Applied  Power 

110.0 

105 

4.7 

8 

4.3 

8.1 

10.3 

22.0 

16 

18 

49 

328 

1.57 

Briggs  &  Stratton  ;= 

341.5 

1 1 

25.8 

79 

7.6 

4.7 

NM 

1.0 

NM 

0 

NA 

463 

0.17 

Caterpillar 

2937.0 

10 

99.0 

-30 

3.4 

5.3 

10.9 

10.2 

14 

10 

47 

6136 

4.48 

Commercial  Intertechi2i 

99.6 

-2 

5.6 

45 

5.6 

3.8 

12.2 

14.9 

1 1 

9 

15 

288 

2.12 

Deere  ; 

1608.9** 

19 

78.5 

62 

4.9 

3.6 

15.5 

14.5 

14 

3 

45 

5716 

5.45 

Dover 

528.6 

3 

36.4 

13 

6.9 

6.2 

20.6 

19.8 

16 

6 

12 

2287 

2.37 

FMC 

813.5 

-3 

38.0 

12 

4.7 

4.1 

20.7 

NM 

7 

NA 

33 

1121 

4.45 

Goulds  Pumps 

125.2 

10 

6.4 

-13 

5.1 

6.4 

NA 

13.3 

13 

1  1 

4 

369 

1.36 

Harnischf  eger  Industries  |2) 

421.6 

31 

14.5 

61 

3.5 

2.8 

1  1.5 

11.1 

12 

38 

32 

691 

1.83 

Ingersoll-Rand 

902.3 

13 

45.6 

1 2 

5. " 

5.1 

1 2.3 

14.5 

13 

6 

27 

2678 

3.88 

Interlake 

198.6 

-6 

-0.9 

NM. 

NM 

3.5 

0.4 

NM 

NM 

-5 

-37 

136 

-0.71 

Pentair 

286.4 

4 

5.7 

-37 

2.0 

3.3 

8.4 

11.9 

12 

15 

10 

330 

2.65 

Terex 

266.3 

158 

4.3 

20 

1.6 

3,5 

13.5 

23.5 

12 

64 

64 

234 

2.45 

Timken 

408.5 

-6 

19.1 

-31 

4.7 

6.4 

4.6 

4.4 

19 

7 

1 

954 

1.61 

Tyco  Laboratories  7 

479.3 

-3 

26.3 

19 

5.5 

4.5 

16.1 

20.0 

18 

20 

25 

1971 

2.65 

Id)  TEXTILES 

GROUP  COMPOSITE 

1949.5 

7 

44.2 

-10 

2.3 

2.7 

8.2 

12.7 

14 

14 

20 

3064 

1^6 

Albany  International 

131.0 

1 1 

2.5 

-73 

1.9 

7.9 

12.2 

15.8 

1 1 

49 

42 

427 

1.48 

DWG  = 

324.0 

6 

5.7 

NM 

1.8 

NM 

NM 

-5.8 

NM 

6 

NA 

261 

-0.45 

Fieldcrest  Cannon 

274.4 

-7 

0.3 

-89 

0.1 

1.0 

6.4 

7.4 

1  1 

1 1 

13 

221 

2.01 

Interface 

154.5 

5 

6.1 

8 

3.9 

3.8 

NA 

17.2 

12 

37 

25 

287 

1.45 

Salem  Carpet  Mills 

112.3" 

26 

0.5 

-28 

0.4 

0.8 

8.7 

9.1 

8 

15 

8 

50 

0.75 

Shaw  Industries  : 

395.4 

40 

15.0 

55 

3.8 

3.4 

14.3 

29.4 

17 

1 1 

17 

998 

1.98 

Springs  Industries 

459.2 

-3 

7.6 

-51 

1.6 

3.2 

8.6 

9.7 

10 

6 

24 

542 

3.20 

Unifi  6 

98.7 

-3 

6.6 

14 

6.7 

5.7 

19.0 

19.3 

1 1 

12 

34 

278 

1.30 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

12982.3 

-8 

773.3 

-33 

6.0 

8.2 

12.6 

15.8 

9 

17 

63 

31755 

3.26 

(o:  ALUMINUM 

GROUP  COMPOSITE 

5533.2 

-2 

310.1 

-41 

5.6 

9.3 

14.0 

17.1 

6 

13 

32 

1  1 123 

7.16 

Aluminum  Co.  of  America 

2636.3 

0 

148.6 

-46 

5.6 

10.5 

13.9 

15.7 

7 

10 

31 

5494 

9.24 

Amax 

927.9 

-5 

50.0 

-56 

5.4 

11.7 

13.2 

14.5 

7 

15 

NA 

2106 

3.43 

Maxxam 

572.3 

0 

33.8 

383 

5.9 

1.2 

17.3 

61.7 

3 

NA 

12 

364 

15.42 

Reynolds  Metals 

1396.7 

-3 

77.7 

-38 

5  6 

8.6 

13.3 

18.1 

6 

19 

32 

3159 

8.22 

(bi  STEEL 

GROUP  COMPOSITE 

51  17.4 

-17 

177.4 

-37 

3.5 

4.6 

9.3 

12.3 

9 

8 

NA 

7264 

2.02 

Allegheny  Ludlum 

279.4 

-23 

23.3 

-32 

8.3 

9.4 

28.2 

37.2 

8 

NA 

NA 

960 

5.46 

Armco 

445.9 

-50 

12.9 

-68 

2.9 

4.5 

17.5 

17.9 

5 

0 

NA 

785 

1.97 

Bethlehem  Steel 

1215.3 

-13 

21.3 

-67 

1.8 

4.6 

9.9 

10.5 

8 

16 

NA 

1354 

2.35 

Birmingham  Steel  6 

108.1 

2 

5.5 

-41 

5.1 

8.9 

15.2 

16.1 

9 

41 

58 

219 

1.96 

Carpenter  Technology  6) 

157.0 

-7 

14.2 

NM 

9.1 

0.3 

10.4 

14.9 

10 

0 

-5 

462 

5.16 

Chaparral  Steel  7 

93.2 

-17 

4.0 

-66 

4.3 

10.4 

14.9 

17.3 

9 

NA 

NA 

261 

0.93 

Commercial  Metals  4| 

273.9 

-13 

5.4 

-21 

2.0 

2.2 

12.3 

13.0 

9 

8 

26 

232 

2.22 

Cyclops  Industries 

299.3 

-18 

3.6 

-65 

1.2 

2.8 

22.8 

41.0 

6 

NA 

NA 

181 

4.12 

Inland  Steel  Industries 

992.5 

-10 

18.7 

-62 

1.9 

4.5 

4.8 

5.2 

15 

11 

56 

1114 

2.14 

Lone  Star  Technologies 

146.4 

-1 

8.3 

NM 

5.7 

NM 

NM 

NM 

NM 

-18 

NA 

91 

-8.09 

Lukens 

170.6 

7 

10.9 

53 

6.4 

4.5 

16.5 

25.7 

8 

9 

55 

349 

5.20 

Quanex  2 

145.0 

26 

3.9 

-46 

2.7 

6.2 

10.6 

16.9 

9 

6 

46 

196 

1.84 

Weirton  Steel 

31 1.9 

-14 

4.0 

-34 

1.3 

1.7 

6.0 

7.7 

NA 

NA 

172 

1.23 

Wheeling-Pittsburgh  Steel 

256.8 

-1  1 

28.7 

-9 

11.2 

10.9 

72.6 

160.8 

0 

NA 

NA 

41 

22.70 

Worthington  Industries  " 

222.0 

-6 

12.7 

-23 

5.7 

6.9 

NA 

17.2 

15 

12 

16 

848 

1.41 

(c  OTHER  METALS 

GROUP  COMPOSITE 

2331.7 

-1 

285.7 

-19 

12.3 

15.0 

13.8 

17.4 

14 

22 

SO 

13368 

2.23 

Asarco 

521.2 

-16 

35.8 

-48 

6.9 

1 1.1 

11.7 

13.8 

6 

20 

NA 

1087 

4.73 

Cyprus  Minerals 

429.5** 

-1 

30.1 

-63 

7.0 

18.6 

13.7 

15.6 

5 

10 

148 

990 

4.74 

Homestake  Mining 

131.6** 

33 

13.2 

150 

10.1 

5.4 

3.4 

3.2 

67 

9 

7 

1707 

0.26 

Intermet 

99.4 

-12 

0.3 

-94 

0.3 

5.0 

5.5 

8.4 

17 

44 

5 

136 

0.44 

Magma  Copper 

181.6 

48 

9.7 

-21 

5.4 

10.1 

10.2 

8.8 

4 

NA 

NA 

137 

1.39 
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COI=iPORATE  SCOREBOA 


when  you  closed  the  deal  on  the  Barrington  estate,  ^ 

I  was  grateful.      \  -  ^ 


r  .If*-; 


when  you  made  my  son  a  summer  associate  myour  firm, 

I  was  quite  pleased. 


The  surprise  party  you  threw  for  my  fiftieth 
made  me  very  happy,  indeed.  ... 


But  when  you  gave  my  employees  a  Waterman  for  Christmas, 

I  was  speechless. 


^u  Ve  finally  impressed  me,  old  boy. 


Pens  write.  A  Waterman  pen  expresses.  That  is  why  Waterman  pens  are  the  perfect  gift  for  any  business  associate, 
creation  shown  here,  for  example,  has  been  crafted  from  sterling  silver  and  is  perfect  for  anyone  who  appreciates  quality 
and  elegance.  To  learn  more  about  giving  fj  Waterman  pens  as  business  gifts,  please  call  1-800-767-1600. 


YATERMAN 


PARIS 


©1990  Waterman  Pen  Company 
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QUARTER 

FROM 

QUARTER 

QUARTER 
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PER 

OUTSTANDING 

EARNING! 

1990 

1989 

1990 

1989 

1990 

1989 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-20 

PER 

$  MIL 

$  MIL 

% 

4-20 

%  MIL, 

SHARE 

Newmont  Goid 

160.4 

48 

42.5 

157 

26.5 

15.3 

30.0 

30.2 

30 

1  1  1 

38 

4326 

1.38 

Newmont  Minina 

165.5 

49 

42.7 

NM 

25.8 

NM 

26.4 

NM 

18 

NA 

26 

2878 

2.41 

Phelps  Or.  r 

642.6 

-14 

1 1 1.3 

-33 

17.3 

22.3 

13.5 

15.7 

10 

16 

163 

2107 

5.93 

INDUSTRY  COMPOSITE 

40953.9 

5 

329.5 

-80 

0.8 

4.2 

15.7 

9.0 

IS 

13 

17 

78756 

1.92 

(a)  FinAT<«C£AL  !»£KyiCE9 

2531 7.5 

—441 .8 

NM 

NM 

3.6 

19.3 

10.3 

1 8 

12 

21 

51261 

1  .0/ 

Alleghany 

331.0 

30 

1 1 .0 

57 

3.3 

2.8 

7.9 

9.6 

9 

1 

15 

555 

9.04 

American  Express 

5904.9** 

1 

-619.8 

NM 

NM 

4.3 

44.5 

4.9 

46 

2 

10 

1 1754 

0.61 

Bear  Stearns  (6| 

587.6** 

—6 

34.7 

-16 

5.9 

6.6 

60.2 

1 4.0 

9 

1 3 

NA 

1 1 58 

1 .30 

olOCK  (nikK)  (8) 

1 58.7 

1 7 

-3.9 

NM 

NM 

NM 

NA 

27.6 

1 7 

1 4 

1 5 

1 867 

2.03 

Oorroon  St  Black 

1 17.1 

-4 

9. 1 

-29 

7.8 

10,6 

1  1 .7 

12.8 

1 6 

23 

24 

544 

1 .89 

Crawford 

1  10.6 

38 

7.5 

23 

6.8 

7.6 

NA 

24.4 

17 

15 

16 

490 

1.65 

Edwards  (A.  G.)('0| 

150.4** 

12 

12.5 

10 

8.3 

8.5 

17.7 

17.4 

9 

12 

6 

554 

2.56 

Equifax 

218.0 

12 

9.8 

15 

4,5 

4,3 

1  1.3 

15.0 

24 

25 

11 

903 

0.76  ' 

Federal  National  Mortgage  Assn. 

3106.9** 

13 

276.6 

67 

8,9 

6,0 

9.7 

30.7 

10 

19 

96 

8272 

3.54 

Hall  (Frank  B.) 

1 1 1.9** 

12 

3.0 

NM 

2.7 

NM 

NM 

NM 

NM 

NA 

NA 

125 

-1.74 

Marsh  &  McLennan 

695.7** 

12 

94.2 

7 

13.5 

14.2 

25.8 

34.5 

17 

18 

34 

5079 

4.16 

Merrill  Lynch 

2664.4** 

-5 

41.3 

16 

1.6 

1.3 

NM 

-7.3 

NM 

10 

NA 

2604 

-2,26 

Morgan  Stanley  Group 

1397.2** 

13 

82.1 

1 

5.9 

6.6 

95.7 

24.0 

6 

50 

30 

2489 

1  1  24 

PaineWebber  Group 

772.0** 

14 

10.8 

17 

1.4 

1.4 

53.1 

4.6 

15 

18 

0 

430 

1-14 

Primerica 

1443.2** 

17 

83.2 

62 

5,8 

4.2 

17,1 

12,3 

9 

25 

48 

3153 

3.05 

Salomon 

2353,0** 

53 

1 19.0 

NM 

5,1 

NM 

38,2 

19,2 

5 

1 

0 

2513 

4.47 

Schwab  (Charles) 

149.7** 

22 

3.7 

-8 

2.5 

3.3 

9.3 

10.8 

23 

NA 

NA 

389 

0.67 

Shearson  Lehman  Hutton  Holding 

2551.0** 

-15 

-758.0 

NM 

NM 

NM 

56.3 

-46.0 

NM 

2 

NA 

1 144 

-7.57 

Student  Loan  Marketing  Assn. 

865,3 

1 1 

71.0 

1 6 

8.2 

7.9 

1  1 .7 

31 ,2 

1 8 

1 8 

28 

4534 

2.62 

Transam  erica 

1 628.9*  * 

J 

/U.J 

 —  

4.3 

4.5 

Q  O 

o.y 

— LLZ — 

9 

9 

1 7 

2703 

4. 1 7 

(b)  INSURANCE 

GROUP  COMPOSITE 

9301.2 

4 

576.1 

2 

6.2 

6.3 

11.1 

11.8 

9 

12 

17 

19454 

4.65 

Aetna  Life  &  Casually 

4773.8 

4 

179.8 

4 

3,8 

3.8 

8.9 

9.3 

8 

12 

25 

5249 

5.78 

American  General 

1040.5 

3 

107.1 

10 

10.3 

9.7 

10.2 

10.3 

1 1 

17 

2 

4105 

3.47 

American  National  Insurance 

259.3 

2 

24.9 

-5 

9.6 

10.3 

NA 

6.2 

10 

6 

-1 1 

979 

3.55 

Hartford  Steam  Boiler 

133.8 

13 

20.4 

3 

15.2 

16.7 

19.3 

23.3 

15 

22 

58 

1156 

3.81  : 

Provident  Life  &  Accident 

638.2 

-7 

36.8 

41 

5.8 

3.8 

NA 

13.6 

6 

10 

-18 

NA 

3.40 

Safeco 

778.0** 

10 

56.3 

-14 

7.2 

9.3 

14.3 

15.7 

7 

12 

27 

2087 

4  61 

St.  Pool 

947.0 

0 

76.9 

-15 

8.1 

9.5 

15.7 

16.4 

7 

21 

62 

2860 

7  80 

Torchmark 

437.4 

9 

60.4 

17 

13.8 

12.9 

14.4 

23-8 

1  1 

0 

13 

2431 

4-06 

USLife 

293.2 

4 

13.5 

-13 

4.6 

5.5 

7.9 

8.4 

8 

4 

2 

587 

4  54 

ic)  SAVINGS  &  LOAN 

GROUP  COMPOSITE 

6335.2 

2 

195.2 

-12 

3.1 

3.6 

5.3 

0.8 

NM 

19 

NA 

8041 

0.09 

Ahmanson  (H.  F.) 

1 134.9** 

16 

61,8 

58 

5,4 

4.0 

8.4 

10.8 

8 

17 

15 

1658 



2  18  i 

American  Savings  Bank 

99.0** 

-7 

-9,4 

NM 

NM 

6.2 

1.4 

-1 1.6 

NM 

-6 

NA 

19 

-3  15  ' 

Apple  Bancorp 

96.3 

15 

4,6 

-14 

4.8 

6.5 

1 1.0 

7.9 

10 

NA 

NA 

198 

4.44  j 

CalFed 

645.9** 

-14 

18,9 

8 

2.9 

2.3 

14.1 

5.8 

5 

10 

5 

455 

3.33 

Coast  Savings  Financial 

281.1** 

-7 

5.8 

-4 

2.1 

2,0 

NM 

-32.4 

NM 

8 

NA 

127 

-4.92 

CrossLand  Savings 

283.9** 

-24 

-136.5 

NM 

NM 

3.2 

NM 

-59.6 

NM 

-1 

NA 

24 

-27.56 

Dime  Savings  Bank  of  N.  Y. 

282.3 

0 

14.2 

130 

5.0 

2.2 

NM 

-12.9 

NM 

4 

NA 

177 

-3.59 

Downey  Savings  &  Loan  Assn. 

101.4** 

4 

13.2 

31 

13.0 

10.3 

NA 

2.5 

45 

46 

37 

267 

0.36 

Financial  Corp.  of  Santa  Barbara 

104.0** 

-13 

1.2 

-43 

1.1 

1.7 

NM 

NM 

NM 

34 

-57 

4 

-10.88 

Glenfed  (6i 

622.8** 

-1 

28.9 

67 

4.6 

2.7 

8,9 

9.8 

3 

15 

20 

402 

3.88 

Golden  West  Financial 

513.5 

17 

47.0 

34 

9.1 

8.0 

8.3 

16.2 

9 

26 

8 

1585 

2.70 

Goldome 

351.7** 

3 

25.4 

NM 

7.2 

NM 

NM 

NM 

NM 

NA 

NA 

35 

-6.85 

Great  Western  Financial 

998.7** 

13 

74,2 

30 

7,4 

6.5 

7.7 

5.9 

19 

15 

-6 

2200 

0.91 

HomeFed 

475.2** 

6 

34.5 

13 

7.3 

6.8 

NM 

11.5 

5 

1 1 

12 

583 

5.56 

Standard  Federal  Bonk 

224.8** 

-7 

9,7 

-25 

4,3 

5,3 

10.9 

9.5 

6 

NA 

NA 

237 

1.38 

TCF  Financial 

1 19.7** 

-15 

1,9 

-38 

1.5 

2.1 

9.5 

5.7 

7 

-4 

NA 

70 

1.38 

18  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  COMPOSITE 

42269.0 

1  1 

2335.5 

5 

5.5 

5.8 

8,9 

10.4 

18 

10 

1 

147942 

2.63 

(o)  BUSINESS  MACHINES,  SERVICES  &  SUPPLIES 

CROUP  COMPOSITE 

3337.3 

21 

190.0 

27 

5.7 

5.4 

12.1 

16.1 

16 

15 

8 

11378 

1.73 

American  Business  Products 

100.4 

2 

3.8 

15 

3.8 

3.4 

12.7 

13.7 

11 

7 

6 

159 

1.97 

cue  International  (1 1| 

98.9** 

28 

2.5 

NM 

2.5 

NM 

NM 

NM 

45 

68 

NA 

363 

0.37 

Deluxe 

345.0 

9 

36.1 

18 

10.5 

9.6 

23.5 

25.1 

16 

16 

12 

2471 

1.85 

Dennison  Mfg. 

178.8 

-1 

2.0 

-69 

1.1 

3.6 

8.8 

9.2 

14 

4 

13 

338 

1.57 

Diebold 

1  13.2 

-1 

7.9 

5 

7.0 

6.6 

9.3 

9.6 

15 

6 

-6 

538 

2.77 

Harland(JohnH.) 

90.5 

8 

14.9 

5 

16.5 

16.9 

NA 

21.6 

15 

20 

16 

888 

1.57 

HON  Industries 

173.8 

18 

1 1.5 

20 

6.6 

6.5 

NA 

22.9 

23 

6 

15 

668 

1.71 

Inacomp  Computer  Centers  (5i 

124.8 

48 

2.2 

4 

1.7 

2.5 

13.8 

15.0 

9 

30 

37 

56 

0.93 

Intelligent  Electronics  (2| 

356.4 

277 

60 

454 

1.7 

1.1 

15.4 

19.7 

12 

296 

79 

194 

2.69 

MicroAge  (31 

144.4 

73 

1.7 

54 

1.2 

1.4 

19.1 

18.0 

9 

NA 

NA 

50 

1.25 

Miller  (Hermon)  (7| 

200.7 

4 

11.5 

s 

5.7 

5.7 

12.6 

14.2 

1 1 

13 

7 

450 

1.67 

Pitney  Bowes 

755.7 

15 

59.7 

1 

7.9 

8.1 

10.3 

13.1 

20 

17 

9 

3644 

2.34 

Reynolds  &  Reynolds  (3) 

151.0 

-5 

6.4 

-  1  4 

4.3 

4.7 

8.1 

1 1.2 

9 

18 

2 

224 

2.35 

footnotes  on  page  69 
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civilized. 


The  West  once  stood  for  room  to 
grow.  A  pioneering  spirit.  A  strong 
work  ethic.  And  the  freedom  to 
build  your  own  dream. 

In  Arizona,  it  still  does. 

You'll  find  plentiful,  low-cost  land. 
A  highly  skilled,  motivated  labor 


force.  A  multi-faceted  transpor- 
tation system.  A  commitment  to 
education  -  that  works.  And  a 
government  friendly  to  business. 
Wrapped  up  in  the  greatest  lifestyle 
under  the  sun. 

Arizona.  Think  of  it  as  the  West  -- 
civilized.  Then  give  us  a  call.  Today. 


800-528-8421 

Arizona.  A  Spirit  of  Success. 

Arizona  Department  of  Commerce,  3800  N.  Central  Avenue,  Suite  1.500,  Phoenix,  Arizona  85012 


COMPANT 


SALES 


PROFITS 


RFTURW 


5  mL 


C-AvGc 


265 

Smith  Co  '^o-r.'O  : 
Tech  Dc  r  o 


6l« 
9-5 


SO 


«3.£ 


N.A. 

18 


6 


A.'.'  I  - '  s  cr'-oflfld  5 
A.D-p!g  Csffiovter  ; 


3frd93.0  9  1857.7 


S.I 


5.6 


9J  18 


1  117734 


3^ 


29.9  -Zj. 


50.4 


Ail  Rs*=crch 


Co-ncwrrent  Comp'UleT  -li 
Cano'Sf  Penp.f-sfci-i 

■  ^ 
02 

V" 

-6 

yr 
KA 

46 

CcT'T-o-i  Dec 

r  :       ::.  i-enf  :. 

-67 

:■: 

7^ 

6.3 

32 

NA 

SA 
29 

164 

'3"  "4 

:  :- 

E>erex  Svsts^s  ; 
H-cwtcn-P:c«c-c  : 

NCR 

_■  f 

C 

.'.  7 

:: 

-| 

S--  'cc-  G-cpn'<s 
Stccce  Ts-c;--c  o-s'. 
Srr-c-T'.s  Ce-:.-e- 

J.  " 

T.9 

4.-5 

:H 

14.9 

22 

•vi 

93 

7:: 

' 

3C-0--n  ~ 

17.5 

—■7 

NA 

Unisys 

Wc-sle^n-  Dia'nai  n 
!  Xe-rox 

Z=-  >-  E  r-r-'o^i-cs 

—22 

2-S 

3-S 

9j 

■51.9 

2'" 
9 

5 

5C24 

6.'5 

:  COMPLTTER  SOFTWARE  t  StSVKES 
G*0<JiP  CO  MM  S ITE 

283^8.7 

22 

287.7 

29 

10.1 

9.5 

14.6 

20.0 

19 

30 

15 

1U30 

1.79 

A.-o-c-c  Da-c  P-cxssi  -c  : 

Co'Ti  P'.-Tg  r  Sc;  s  "  c  s  5  - 

Rrs-*  FrTicncsi  Vcrc  =  e-e-' 

"6 

?V5. 

!5-l 

IS 

IrrterB-Toph 

Lotus  Deve  ooT g-rf 
Me  nt-oT  G  rc  p  '  cs 

33- 

19  J 

30-7 

s7 

24 

iS 
39 

Mi.crosJ5rt  : 
N«ve-t!  ; 

Svs-  =  -s  - 

PAPER  &  FOREST  PRODUCTS 

IINID'USTBT  COUP  OSm 

I  96  S  3. 7 

S 

1  105. .2 

-21 

5.6 

7.5 

14,9 

9 

10 

26 

42749 

4,16 

■z  FOKSTPMOVaS 
CSCUT'COMPOSTTE 

72M,0 

3 

353.9 

-25 

4.9 

6.7 

10.6 

14.9 

9 

7 

29 

130«3 

3.73 

Be- 5-5  Co  Kc  ee 
Geo''-c  c-Pc  crn-c 
Lo^jiisic^.c-Pccrfi'C 
Poip-e  i  T:ico» 

Wgve~  =  e-.3.er 

WT  'c  — ette  l-cstries 

WTD  l-custr-ss  ; 

2i-5 

;  7 

23 

72S4 

■ 

7.c2 

e»o«iip  coHMiPOsm 

12447.7 

7 

751  J 

-18 

6.0 

7.9 

10.0 

14,9 

9 

1  1 

25 

2-96«6 

4^ 

Dc*c-e' 

-6i 

25 

388 

4-15 

S+CTtfe-lTcf  ,P.  H,, 
Ir.-t-eTn.QTi'On  0  i  Poip^er 
J«33*es  River  Co^p.  of  Vlrc  -  c  ; 
'<J-r  beri-y-Ocnc 

-20 

2C-5 

i  .14 

;  M.e«<i 
'  Pc»i«tA 
:     S«t+ Paper 
Ut.'O'T  Coiap 
Vfe-sTvc'o  :r 

7GT.-: 

39 
z>Z.' 
- 

9^ 

".£.5 

6 

2i 
22 

3.  J4 
4J7 

4-5 

4.  -7 

3.4' 

ANKERS  TRUST 
NOWS  THE  VALUE 
IFA24-H0UR-A-DAY 
LOBAL  NETWORK. 


NORTHERN  TELECOM 


A  global  (lata  communications  network  from 
Northern  TJ?lecom  has  made  every  time  zone  in  the  world 
more  accessible  for  Bankers  TYust. 

It  provides  24-hour-a-day  transfer  throughout  the  world's 
financial  centers.  So  moving  cash,  trading  currency,  and  world- 
wide financing  are  faster,  easier  and  under  tighter  control.  And 
that  makes  them  more  profitable— a  big  advantage  in  today's 
intense  international  money  markets.  Their  network  is  also  a 
great  investment  for  the  future,  because  they  can  expand  it 
almost  anywhere,  without  replacing  equipment. 

Discover  the  l^enefits  of  our  DPN  family  of  i)acket  switches, 
the  data  network  that  can  grow  with  ^ 
you.  Call  l-800-N()RTHERN.  You'll  "e'lccom" 
find  it's  like  money  in  the  bank.  I 


TECHNOLOGY    THE    WORLD    CALLS  ON 

©  IflHO  Ncirthern  Ttlecom,  DPN  is  a  traciemark  ol  Northern  Tfelecom. 


COMPANY  SALES  PROFITS   RETURN  


MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


1ST 
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1ST 

CHANGE 

1ST 

1ST 

ON 
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EARNINGS 

SHARES 

MONIt- 

QUARTER 
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QUARTER 
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QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINi 

1990 

1989 

1990 

1989 

1990 

1989 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

420 

PER 

S  MIL 

S  MIL 

4-20 

S  MIL 

SHARf 

20  PUBLISHING  &  BROADCASTING 

INDUSTRT  COMPOslTe 

1 1 777.4 

22 

578.2 

—35 

4.9 

T.J 

6.4 

I0.2 

2  J 

1 7 

9 

6001 6 

1.99 

(o)  BR0ADCA5TiNG 

GROUP  COMPOSITE 

2489.6 

14 

224.5 

37 

9.0 

7.5 

12.3 

17.2 

19 

26 

-6 

18457 

5.92 

A                     TV/  B  /■                  •  »• 

AmencQn  I V  &  woinmuniCQtions 

266  4 

1  4 

OA  Q 

1  ft  1 

O.O 

12  2 

ZD.Z 

—J 

Capital  Cities/ABC 

1262.3 

13 

106.3 

28 

8.4 

7.4 

11.8 

15.5 

20 

38 

23 

9959 

28.8C 

CBS 

851.0 

16 

85.3 

52 

10.0 

7.7 

11.2 

13.1 

14 

23 

8 

4127 

12.6< 

Multimedia 

109.8 

3 

6.1 

30 

5.5 

4.4 

31.8 

NM 

24 

NA 

9 

882 

3.22 

(bl  PUBLISHING 

9287*8 

353.8 

~3  1 

^  ft 

O  ft 

ft  9 

1  e 
1  3 

o 

1 
1 

Affiliated  Publications 

133.7 

2 

6.5 

-27 

4.9 

6.8 

13.7 

20.5 

17 

8 

17 

717 

0.5S 

Belo  (A.  H.) 

97.9 

8 

2.8 

17 

2.8 

2.6 

6.0 

10.2 

28 

-5 

-15 

652 

1.U 

Commerce  Clearing  House 

224.9 

6 

29.2 

I 

13.0 

13.5 

13.5 

16.1 

24 

15 

-1 

827 

1.9; 

Dow  Jones 

427.1 

5 

24.9 

-88 

5.8 

49.2 

7.4 

10.1 

18 

23 

18 

2621 

1.41 

Dun  &  Bradstreet 

1 150.0 

9 

110.3 

-23 

9.6 

13.5 

21.8 

25.3 

15 

13 

13 

8448 

2.97 

Gannett 

813.4 

-1 

75.0 

0 

9.2 

9.2 

14.3 

19.9 

15 

12 

12 

5875 

2.4£ 

Knight-Ridder 

554.9 

3 

25.8 

25 

4.7 

3.8 

13.3 

20.2 

14 

2 

9 

2533 

3.55 

McClatchy  Newspapers 

95.1 

9 

2.4 

-51 

2.5 

5.6 

8.0 

10.8 

18 

NA 

NA 

574 

1.1C 

McGraw-Hill 

420.0 

8 

16.5 

-29 

3.9 

5.9 

3.8 

3.8 

78 

5 

-14 

2586 

0.6£ 

Media  General 

148.0" 

-1 

2.7 

-77 

1.8 

8.0 

4.5 

4.5 

65 

2 

-19 

713 

0.4J 

Meredith  6 

199.1 

1 

2.0 

-33 

1.0 

1.5 

5.9 

5.8 

25 

10 

-5 

539 

1.1£ 

New  York  Times 

431.2 

2 

16.6 

-47 

3.8 

7.5 

3.8 

5.0 

31 

16 

-2 

1659 

0.65 

Pulitzer  Publishing 

95.2 

1 

0.9 

-70 

1.0 

3.2 

22.7 

69.8 

10 

-27 

13 

285 

2.8C 

Scripps(E.  W.) 

297.5 

1 

9.7 

-36 

3.3 

5.1 

9.3 

13.0 

17 

NA 

NA 

1376 

1.08 

Time  Warner 

2741.0 

141 

-51.0 

NM 

NM 

4.3 

NM 

-7.3 

NM 

32 

NA 

5417 

-8.21 

Times  Mirror 

875.2** 

3 

46.0 

-33 

5.3 

8.1 

10.7 

14.7 

14 

11 

7 

3955 

2.13 

Tribune 

583.6 

6 

33.5 

-9 

5.7 

6.7 

12.2 

30.4 

13 

0 

18 

2780 

3.12 

21  SERVICE  INDUSTRIES 

Off  iT 

A 

91 
^  1 

t  1 
1  1 

1  C 

1  9 

C9AOT 
921/7/ 

ia)  CONSTRUaiON  &  ENGINEERING 

GROUP  COMPOSITE 

3397.6 

22 

61.1 

12 

1.8 

2.0 

14.5 

16.1 

22 

-9 

-7 

5790 

1.68 

Brand 

89.2 

101 

3.2 

133 

3.6 

3.1 

15.9 

15.3 

25 

59 

-31 

303 

1.31 

Butler  Mfg. 

127.6 

-2 

-0.1 

NM 

NM 

1.9 

7.2 

17.1 

9 

-17 

28 

66 

1.57 

CRSS  0 

125.5 

-16 

4.6 

28 

3.6 

2.4 

10.4 

15.2 

1 1 

-4 

31 

233 

1.46 

EG&G 

561.0  - 

44 

14.7 

-12 

2.6 

4.3 

20.5 

19.4 

15 

18 

5 

1051 

2.35 

Fluor  5 

1876.2 

32 

28.2 

31 

1.5 

1.5 

14.1 

15.4 

29 

-17 

NA 

3338 

1.4: 

Jacobs  Engineering  Group  3 

218.8 

15 

3.4 

43 

1.6 

1.3 

21.4 

20.0 

19 

17 

67 

230 

1.14 

Morrison  Knudsen 

399.4 

-13 

7.2 

14 

1.8 

1.4 

13.2 

13.2 

17 

-10 

-7 

569 

2.87 

(bl  INDUSTRIAL  DiSTRIBUTION 

GROUP  COMPOSITE 

4015.4 

1 1 

161.7 

4 

4.0 

4.3 

13.8 

16.5 

17 

11 

14 

10813 

1.73 

AAR  7 

112.3 

10 

6.1 

1 

5.4 

5.9 

11.5 

14.7 

14 

18 

28 

370 

1.67 

Anthem  Electronics 

100.0 

43 

5.7 

89 

5.7 

4.3 

20.1 

19.8 

16 

21 

25 

288 

1.6C 

Arrow  Electronics 

246.7 

4 

2.7 

29 

1.1 

0.9 

NM 

-1.1 

NM 

16 

NA 

59 

-0.12 

Bell  Industries  6 

97.2 

-4 

1.8 

101 

1.9 

0.9 

6.4 

6.0 

13 

3 

-7 

87 

1.16 

Genuine  Parts 

821.3 

7 

47.0 

4 

5  7 

5.8 

19.6 

20.7 

15 

6 

13 

3050 

2.61 

Getty  Petroleum  [11  < 

324.5" 

12 

6.1 

-37 

1.9 

3,4 

15.2 

19.7 

13 

31 

161 

287 

1.671 

Grainger  (W.  W.) 

447.4 

14 

28.9 

5 

6.4 

7.0 

15.3 

16.5 

17 

9 

15 

1999 

4.43 

Howell 

93.6 

49 

0.7 

-9 

0.7 

1.2 

7.1 

14.6 

11 

-19 

2 

55 

0.99 

Marshall  Industries  |7) 

132.5 

-1 

4.5 

-15 

3.4 

4.0 

1 1.9 

12.9 

12 

25 

17 

223 

2.03 

Morgan  Products 

99.8 

-5 

0.2 

2 

0.2 

0.2 

0.1 

-4.1 

NM 

46 

-15 

93 

-O.4; 

Office  Depot 

142.6 

125 

2.9 

88 

2.0 

2.4 

7.3 

7.3 

41 

NA 

NA 

291 

o.4<; 

Premier  Industrial  7 

149.3 

2 

16.9 

8 

1 1.4 

10.7 

29.6 

32.0 

20 

6 

16 

1485 

1.27 

Safety-Kleen 

125.6 

24 

11.2 

1 1 

8.9 

9.9 

1 1.9 

18.1 

24 

25 

18 

1130 

1.3? 

Stewart  &  Stevenson  Services  n 

190.1 

36 

8.4 

17 

4.4 

5.1 

18.1 

18.5 

18 

2 

NA 

518 

1.93 

TBC 

115.0 

3 

3.4 

2 

3.0 

3.0 

24.9 

23.0 

1 1 

14 

44 

179 

I.IC 

United  Stationers  a> 

256.0 

2 

3.7 

-48 

1.5 

2.8 

8.0 

10.1 

12 

21 

1  1 

209 

1.15 

Univar  iioi 

317.3 

1 

5.4 

17 

1.7 

1.5 

13.4 

16.8 

1 1 

4 

-5 

234 

1.2: 

Willcox&Gibbs 

138.0 

3 

3.3 

-23 

2.4 

3.2 

12.9 

16.3 

8 

40 

26 

142 

1.2; 

Wyle  Laboratories  11 1 

106.1 

9 

2.7 

77 

2.6 

1.6 

7.3 

7.9 

15 

4 

-3 

1 16 

0.7; 

|c)  POLLUTION  CONTROL 

GROUP  COMPOSITE 

2161.9 

25 

250.7 

21 

1 1.6 

12.0 

14.7 

21.3 

25 

28 

25 

26054 

1.2c 

Browning-Ferris  Industries  3 

708.5 

22 

71.9 

14 

10.2 

10.8 

14.4 

22.2 

19 

22 

22 

5483 

1.8£ 

Chemical  Waste  Management 

232.8 

23 

34.7 

20 

14.9 

15.3 

19.0 

18.9 

28 

61 

NA 

4269 

0.7/ 

i'^aste  Management 

1220.6 

27 

144.0 

25 

11.8 

12.1 

14.2 

21.6 

27 

25 

27 

16302 

1.2£ 

ill  PP..nimG  &  ADVERTISING 

GROUP  COMPOSITE 

1320.1 

5 

59.3 

17 

4.5 

4.0 

13.7 

16.3 

15 

14 

1 1 

4964 

2.38 

Aova-System  3 

157.3 

13 

1.3 

NM 

0.8 

NM 

24.1 

33.3 

1 1 

5 

NA 

125 

0.8£ 

Bcntn 

153.2 

12 

5.8 

14 

3.8 

3.8 

10.6 

12.6 

11 

18 

2 

269 

1.92 

DcnneMsy  (R.  R.)  &  Sons 

724.6 

2 

43.5 

7 

6.0 

5.8 

12.4 

15.5 

15 

13 

11 

3476 

2.85 

Inferpobiic  Group 

284.5-* 

3 

8.6 

8 

3.0 

2.9 

20.1 

19.4 

15 

16 

16 

1093 

2.11 
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"He  works  as  hard  as  he  plays. 
And  he  drinks  Johnnie  Walker." 


/ 


Good  taste  is  always  an  asset. 


©  1988  Schieffehn  &  Somerset  Co  ,  New  York.  NY.  Blended  Scotch  Whisky  43.4%  Alc/Vol  (86. 8°) 
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COMPANY 


SALES 


PROFITS 


RETURN 


S-TEAR  GROWTH 


MARKET 
VALUE 


151 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTH^^ 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNIN(^ 

1990 

1989 

1990 

1989 

1990 

1989 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-20 

PER  i| 

$  MIL 

$  MIL 

% 

4-20 

$  MIL- 

SHARE  ^1 

|e)  OTHER  SERVICES 

GROUP  COMPOSITE 

2052.0 

10 

45.1 

-25 

2.2 

3.2 

5.5 

10.7 

27 

13 

19 

4476 

0.53 

Air  &  Water  Technologies  (2) 

120.7 

1  A 

—  1  .O 

1  .4  A 
—  1  4.0 

— z  J 

NA 

361 

—0.57 

American  Buiiding  Maintenance  (2)     1 64.4 

8 

1.6 

13 

1.0 

1.0 

1 1.4 

12.8 

17 

2 

3 

149 

2.29 

American  Capital  Mgmt.  |iO) 

133.9 

42 

2.9 

42 

2.2 

2.2 

15.3 

33.2 

17 

NA 

NA 

129 

0.57 

CDI 

228.9 

12 

4.4 

-3 

1.9 

2.2 

12.0 

20.1 

12 

34 

25 

254 

1.05 

Hartdleman  (81 

224.6 

15 

15.1 

12 

6.7 

6.9 

NA 

20.4 

13 

19 

17 

587 

1.38 

Kelly  Services 

355.0 

10 

15.8 

2 

4.5 

4.8 

25.1 

25.1 

15 

21 

23 

1090 

2.37 

Kinder-Care  Learning  Centers 

96.3 

16 

0.3 

-93 

0.3 

5.3 

NM 

-20.9 

NM 

NA 

NA 

149 

-0.51 

Mediq|3) 

96.1** 

10 

2.4 

-32 

2.5 

4.0 

12.4 

13.8 

8 

17 

-10 

52 

0.37 

National  Education 

85.4 

-14 

-8.4 

NM 

NM 

7.0 

NM 

-28.4 

NM 

29 

NA 

137 

-1.51 

Ogden  Projects 

88.9** 

52 

5.9 

62 

6.6 

6.2 

4.4 

18.9 

26 

NA 

NA 

762 

0.83 

Olsten 

146.6** 

4 

4.0 

1 

2.7 

2.8 

14.0 

19.7 

13 

21 

27 

229 

1.17 

Rollins 

97.6 

10 

3.6 

19 

3.7 

3.4 

25.7 

33.2 

18 

19 

1 1 

443 

1.02 

Valcom 

101.6 

25 

1.6 

18 

1.5 

1.6 

20.0 

18.7 

10 

27 

31 

64 

1.47 

Volt  Information  Sciences  (2| 

1 1 1.9 

4 

-2.6 

NM 

NM 

NM 

6.9 

4.6 

20 

-4 

NA 

70 

0.59  ' 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

39346.2 

6 

3652.8 

6 

9.3 

9.3 

9.1 

15.1 

15 

3 

5 

221264 

3.20 

(a)  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

I32S2.7 

7 

960.9 

14 

7.3 

6.8 

12.8 

21.5 

16 

-1 

23 

62636 

2.34 

American  Telephone  &  Telegraph 

8892.0** 

3 

668.0 

12 

7.5 

6.9 

13.6 

21.8 

16 

-3 

19 

43973 

2.57  p 

Communications  Transmission  {/) 

94.5 

-8 

-12.2 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

9 

-4.51  I- 

Communications  Satellite 

110.8 

14 

19.0 

15 

17.1 

17.0 

8.8 

10.9 

9 

0 

5 

523 

3.47 

DSC  Communications 

1 14.7 

27 

6.9 

31 

6.0 

5.8 

10.8 

14.1 

16 

2 

-9 

537 

0.84 

MC!  Communications 

1807.0 

20 

163.0 

12 

9.0 

9.7 

17.5 

29.7 

15 

8 

44 

8625 

2.33  . 

Telecom-USA 

209.9 

30 

8.5 

-7 

4.1 

5.7 

1 1.7 

16.7 

31 

137 

15 

1098 

1.23  . 

United  Telecommunications 

2023.8 

15 

107.6 

41 

5.3 

4.3 

9.3 

18.9 

20 

3 

25 

7870 

(b|  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

26093.4 

5 

2692.0 

3 

10.3 

10.5 

8.4 

13.6 

15 

4 

5 

158629 

3.71  r 

Alltel 

323.8 

17 

42.3 

9 

13.1 

14.1 

10.1 

17.5 

13 

17 

13 

2088 

2.35  r 

Ameritech 

2619.1 

5 

303.5 

1 

11-6 

12.0 

9.2 

16.1 

13 

2 

7 

16245 

4.60  il 

Bell  Atlantic 

3018.6 

9 

355.3 

7 

1 1.8 

12.0 

7.1 

12.8 

17 

3 

3 

18835 

5.55 1 

BellSouth 

3524.8 

5 

423.2 

1 1 

12.0 

11.3 

9.0 

13.3 

15 

6 

4 

25716 

3.61  B 

Centel 

316.0 

12 

16.5 

NM 

5.2 

0.2 

4.9 

2.4 

NM 

6 

-30 

2598 

0.30  P 

Cincinnati  Bell 

221.3 

-1 

18.3 

-25 

8.3 

11.1 

9.9 

16.2 

17 

7 

17 

1419 

1.40  W 

Contel 

797.0 

7 

54.0 

-16 

6.8 

8.6 

9.5 

16.1 

16 

5 

2 

4128 

^'68B 

GTE 

4501.7 

9 

355.2 

8 

7.9 

8.0 

8.8 

17.6 

15 

3 

2 

20726 

4.24  Ri 

Nynex 

3298.9 

2 

291.4 

3 

8.8 

8.8 

6.8 

8.7 

20 

4 

-1 

15936 

4.13  J 

Pacific  Telesis  Group 

2373.0 

) 

262.0 

-17 

11.0 

13.5 

9.0 

15.0 

15 

4 

7 

17923 

2.91 

Rochester  Telephone 

142.4 

5 

11.6 

-15 

8.1 

10.1 

7.5 

12.2 

18 

8 

1 

883 

1.92 

Southern  New  England  Telecom. 

401.5** 

-1 

39.0 

-6 

9.7 

10.1 

8.6 

15.5 

13 

6 

9 

2353 

3.00 

Southwestern  Bell 

2129.2 

3 

247.8 

4 

1 1.6 

1 1.6 

8.5 

13.2 

15 

4 

3 

16532 

3.66 

US  West 

2426.1 

1 

271.9 

9 

11. 2 

10.4 

8.5 

13.8 

12 

4 

6 

13246 

6.11 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

24537.8 

8 

389.3 

-61 

1.6 

4.4 

6.0 

8.5 

16 

0 

6 

51174 

2.32 

|a)  AIRLINES 

GROUP  COMPOSITE 

9658.5 

8 

-61.9 

NM 

NM 

3.3 

6.6 

8.1 

15 

15 

17 

13482 

3.73 

Alaska  Air  Group 

230.8 

17 

-2.1 

NM 

NM 

3.2 

7.7 

12.4 

11 

26 

3 

308 

2.10 

Amerita  West  Airlines 

304.8 

31 

-2.6 

NM 

NM 

2.8 

4.7 

2.4 

99 

16 

NA 

175 

0.10 

AMR 

2688.2 

10 

-19.3 

NM 

NM 

4.1 

7.1 

8.6 

12 

18 

9 

3926 

5.25 

Delta  Air  Lines  (6) 

2120.4 

4 

31.3 

-63 

1.5 

4.2 

11.1 

13.7 

9 

21 

16 

3776 

8.02 

Southwest  Airlines 

260.6 

14 

5.1 

-74 

2.0 

8.6 

7.4 

9.7 

13 

9 

4 

698 

1.90 

UAL 

2516.4 

8 

-36.4 

NM 

NM 

2.8 

12.0 

14.2 

15 

-2 

46 

3363 

10.26 

USAir  Group 

1537.3 

4 

-38.0 

NM 

NM 

1.0 

NM 

-7.3 

NM 

24 

NA 

1236 

-3.11 

(b)  RAILROADS 

GROUP  COMPOSITE 

7653.0 

5 

322.3 

-25 

4.2 

5.9 

6.0 

9.3 

15 

-7 

4 

25547 

2.53 

Burlington  Northern 

1 183.0 

5 

55.0 

66 

4.7 

3.0 

9.5 

24.4 

10 

-28 

-19 

2582 

3.47 

Consolidated  Rail 

823.0 

-6 

25.0 

-58 

3.0 

6.9 

3.2 

2.8 

25 

34 

-18 

2878 

1.69 

CSX 

1908.0 

3 

26.0 

-66 

1.4 

4.2 

7.1 

1 1.2 

9 

-9 

5 

3102 

3.65 

Kansas  City  Southern  Industries 

130.6 

12 

9.5 

3 

7.3 

7.9 

8.3 

11.2 

1 1 

-6 

-8 

416 

3.57 

Norfolk  Southern 

1138.3 

2 

140.2 

5 

12.3 

12.0 

7.7 

11.9 

1 1 

3 

4 

6453 

3.57 

Santa  Fe  Pacific 

744. 1 

8 

-61.4 

NM 

NM 

NM 

NM 

-27.5 

NM 

-38 

NA 

3296 

-1.49 

Union  Pacific 

1726  0 

11 

128.0 

-7 

7.4 

8.9 

8.5 

15.0 

12 

-1 

7 

6820 

5.67 

(c|  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

4357.9 

15 

78.9 

2 

1.8 

2.1 

5.8 

6.9 

23 

12 

5 

7167 

1.28 

Airborne  Freight 

272.0 

25 

6.3 

138 

2.3 

1.2 

10.6 

13.3 

16 

17 

0 

379 

3.00 

Federal  Express  |7| 

1729.3 

35 

5.2 

-79 

0.3 

1.9 

5.7 

7.2 

26 

16 

11 

2960 

2.15 

Gatx 

190.9** 

25 

19.9 

14 

10.4 

11.4 

7.4 

1 1.9 

1 1 

-2 

24 

630 

6.22 

International  Lease  Finance  (i) 

92.7** 

58 

16  4 

185 

17.6 

9.8 

8.6 

18.4 

13 

40 

23 

817 

1.83 
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The  Intelligent  Choice 
For  Group  Benefits. 

The  Guardian. 

Today's  business  terrain  can  be  perilous. 
There  could  be  serious  consequences 
without  the  right  support. 

For  over  one  hundred  and  thirty  years,  our 
clients  have  relied  on  the  experience  and 
expertise  of  The  Guardian's  professionals. 
We  avoid  unnecessary  risks,  so  your  Guardian 
Group  Life  and  Health  protection  is  grounded 
in  the  strength  of  our  numbers. 

The  Guardian  is  one  of  only  a  handful  of 
life  companies  that  have  earned  Moody's 
highest  rating  of  Aaa.  We  were  evaluated 
on  our  "claims-paying  ability'— our  financial 
strength  to  pay  future  group  benefits  to 
protect  employees'  families, 

Tlie  Kmy  of  the  liidiistn 

The  Guardian's  capitalization  ratio  of  13.1  %  * 
the  prime  measure  of  financial  strength  and 
solvency,  is  twice  the  industry  average. 

That  means  we  have  the  financial  muscle 
to  develop  better  benefit  plans  and  provide 
superior  service  to  your  life,  major  medical, 
short  and  long-term  disability,  dental,  alter- 
native funding,  and  managed  health  care 
programs. 

Make  The  hitelli^ent  (lnMce 

Find  out  more  about  The  Guardian's  Group 
Insurance.  Or  Life  Insurance,  Income 
Protection,  Equity  Products  or  Asset 
Management. 

Call  1-800-662-1006. 

We'll  provide  you  with  strong  reasons  to 
make  The  Intelligent  Choice. 


^  The  Guardian" 

The  Intelligent  Ciioice" 

Since  1860 


©  1990  The  Guardian  Life  Insurance  Company  of  America 
•Surplus  and  IVISVR  divided  by  assets  in  1989 
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1ST 
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1ST 
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1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTH 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNIN' 

1990 

1989 

1990 

1989 

1990 

1989 

CAPITAL 

EQUITY 

P.E 

EQUITY 

SHARE 

4-20 

PER 

i  MIL 

$MIL 

4.20 

$  MIL 

SHARE 

PHH(8) 

476.5 

14 

13.9 

5 

2.9 

3.2 

NA 

14.1 

1  1 

10 

-4 

564 

3.06 

Ryder  System 

1250.3 

2 

7.3 

-72 

0.6 

2.1 

4.4 

1.8 

58 

14 

-14 

1513 

O.3J 

Subaru  of  America  (2> 

346.3 

-20 

10.0 

NM 

2.9 

NM 

NM 

-10.4 

NM 

-3 

NA 

304 

-0.4: 

(d)  TRUCKING  &  SKIPPING 

GROUP  COMPOSITE 

2868>3 

12 

50.0 

-74 

1.7 

7.6 

3.9 

7.1 

25 

6 

5 

4978 

1.07 

Alexander  &  Baldwin 

203.4** 

-40 

47. 1 

-65 

23.2 

40.2 

13.2 

18.9 

12 

6 

28 

1394 

2.5; 

Carolina  Freight 

161.1 

8 

1.0 

-36 

0.6 

1.0 

2.3 

0.4 

NM 

12 

-34 

122 

0.0£ 

Consolidated  Freightways 

997.7 

37 

-33.9 

NM 

NM 

2.9 

NM 

-9.1 

NM 

4 

-46 

617 

-i.6<: 

Hunt  (J.  B.)  Transport  Services 

137.3 

23 

6.0 

23 

4.4 

4.4 

1  1.4 

18.8 

16 

37 

26 

514 

1.3i 

Preston 

161.0 

6 

-0.2 

NM 

NM 

0.7 

NM 

-1.9 

NM 

4 

-24 

60 

-0.3; 

Roadway  Services 

640.2 

14 

16.5 

5 

2.6 

2.8 

NA 

13.4 

16 

4 

-1 

1497 

2.4( 

Yellow  Freight  System 

567.5 

7 

13.4 

-15 

2.4 

3.0 

3.8 

3.7 

47 

9 

-1 1 

774 

0.5; 

24  UTILITIES 

40992.1 

y 

3596.7 

Q 

8.8 

9.4 

7.3 

1 1 .4 

1  ) 

_| 

141356 

2.47 

(olElEaRIC 



GROUP  COMPOSITE 

29626.6 

4 

2967.1 

-I 

10.0 

10.4 

7.2 

11.5 

II 

4 

-2 

123237 

2.5( 

Allegheny  Power  System 

628.8 

7 

68.3 

2 

10.9 

1  1.4 

7.8 

12.4 

10 

5 

1 

1993 

3.7; 

American  Electric  Power 

1299.0 

3 

160.3 

-9 

12.3 

13.9 

8.7 

14.0 

9 

3 

5 

5782 

3.1; 

Atlantic  Energy 

166.7 

4 

17.2 

16 

10.3 

9.2 

8.1 

13.0 

10 

NA 

5 

812 

3.7; 

Baltimore  Gas  &  Electric 

579.0 

1  1 

47.9 

-32 

8.3 

13.5 

7.1 

11.0 

11 

7 

4 

2350 

2.7i 

Boston  Edison 

309.7 

5 

14.8 

25 

4.8 

4.0 

NM 

-4.2 

NM 

5 

NA 

703 

-0.8( 

Carolina  Power  &  Light 

641.6 

6 

1 15.9 

1 1 

18.1 

17.2 

8.5 

14.7 

10 

6 

-4 

3749 

4.2; 

Centerior  Energy 

560.6 

1 

66.1 

-22 

11.8 

15.2 

5.8 

8.9 

10 

13 

-12 

2516 

1.7( 

Central  &  South  West 

559.0 

-3 

40.0 

-50 

7.2 

13.9 

6.8 

10.1 

14 

6 

-1 

3670 

2.8; 

Central  Illinois  Public  Service 

142.3 

-1 1 

8.2 

157 

5.8 

2.0 

6.6 

11.8 

10 

2 

1 

730 

2.O1: 

Central  Maine  Power 

202.0 

9 

18.2 

17 

9.0 

8.4 

8.7 

1 1.6 

9 

3 

31 

475 

1.9£ 

Cilcorp 

139.3** 

4 

8.0 

-41 

5.8 

10.2 

6.4 

12.3 

1 1 

3 

4 

476 

3.15 

Cincinnati  Gas  &  Electric 

397.7 

-3 

64.6 

3 

16.2 

15.4 

10.7 

17.3 

7 

9 

9 

1519 

4.3; 

CMS  Energy 

870.1 

-6 

106.5 

-5 

12.2 

12.1 

8.2 

15.8 

8 

-3 

35 

2412 

3.7/ 

Commonwealth  Edison 

1378.6 

1 

87.2 

-38 

6.3 

10.2 

5.7 

7.9 

12 

6 

-9 

6699 

2.6C 

Commonwealth  Energy  System 

243.1 

6 

15.3 

-26 

6.3 

9.0 

7.5 

11.2 

10 

6 

-5 

333 

3.5f 

tonsoiidated  cdison  Co.  or  N.  Y. 

1494.6 

8 

138.1 

-9 

9.2 

1 1 .0 

8.2 

1 2.7 

10 

2 

3 

561 8 

2.4; 

Delmarva  Power  &  Light 

219.3 

5 

24.7 

4 

11.3 

11.4 

7.4 

13.1 

10 

3 

-1 

875 

1.8C 

Detroit  Edison 

815.6 

3 

136.5 

33 

16.7 

13.0 

9.1 

17.9 

9 

-5 

5 

3653 

2.8J 

Dominion  Resources 

872.3** 

-6 

142.2 

32 

16.3 

11.6 

8.0 

13.0 

10 

7 

5 

4402 

4.4< 

Duke  Power 

855.4 

-1 

127.0 

0 

14.9 

14.7 

8.5 

14.2 

1 1 

5 

4 

5469 

5.1; 

Eastern  Utilities  Associates 

104.3 

2 

13.4 

6 

12.9 

12.4 

9  6 

11.1 

12 

14 

2 

536 

2.9C 

FPL  Group 

1357.5 

-1 

50.3 

-38 

3.7 

6.0 

7.1 

1  1.0 

1 1 

8 

4 

4100 

2.8< 

General  Public  Utilities 

753.6 

1 

85.0 

-3 

11.3 

1  1.8 

8.0 

13.5 

9 

5 

26 

2388 

5.0; 

Gulf  States  Utilities 

380.0 

4 

2.5 

NM 

0.6 

NM 

1.8 

-1.8 

NM 

7 

NA 

1256 

-0.3' 

Hawaiian  Electric  Industries 

237.6 

19 

13.1 

-29 

5.5 

9.2 

6.0 

11.8 

12 

13 

6 

728 

2.7< 

Illinois  Power 

315.9 

-4 

-13.1 

NM 

NM 

NM 

NM 

0.6 

NM 

4 

NA 

1398 

0.1: 

Ipolco  Enterprises 

151.4 

0 

27.0 

0 

17.8 

17.8 

8.2 

13.5 

9 

7 

5 

906 

2.5-' 

Kansas  City  Power  &  Light 

163.6 

0 

14.0 

-21 

8.5 

10.9 

6.6 

1 1 .8 

10 

1 

-7 

987 

3.1{ 

Kentucky  Utilities 

133.1 

-2 

21.8 

-4 

16.4 

16.7 

8.0 

14.4 

10 

3 

8 

733 

2.0( 

Louisville  Gas  &  Electric 

183.7 

-4 

18.5 

-20 

10.1 

12.1 

6.2 

10.3 

13 

6 

-1 

799 

2.9t 

MDU  Resources  Group 

104.2** 

-8 

16.7 

0 

1 6.0 

14.7 

6.6 

1 2.5 

1 1 

6 

-2 

382 

1 .85 

Minnesota  Power  &  Light 

1 25.9 

7 

19.8 

3 

1 5.7 

16.3 

9.2 

16.7 

9 

7 

5 

728 

2.9; 

New  England  Electric  System 

480.7 

12 

52.0 

19 

10.8 

10.2 

7.0 

12.1 

1 1 

5 

-5 

1637 

2.4' 

New  York  State  Electric  &  Gas 

438.3 

6 

70.3 

4 

16.0 

16.4 

7.1 

12.0 

9 

-2 

-11 

1396 

2.5; 

Northeast  Utilities 

597.7 

7 

76.6 

9 

12.8 

12.6 

7.2 

1  1.9 

1 1 

2 

-9 

2201 

1.9: 

Northern  States  Power 

583.6 

4 

65.9 

-7 

1 1.3 

12.7 

7.3 

13.4 

1 1 

5 

2 

2158 

3.1i 

Ohio  Edison 

559.7 

2 

99.2 

-2 

17.7 

18.6 

9.0 

12.9 

9 

5 

-8 

2899 

2.1; 

Orange  &  Rockland  Utilities 

152.9 

5 

10.0 

-4 

6.5 

7.1 

8.7 

12.8 

9 

4 

3 

378 

3.1( 

Pacific  Gas  &  Electric 

2247.8 

7 

210.4 

-14 

9.4 

1  1.6 

7.3 

10,3 

12 

6 

-10 

9277 

1.8( 

Pennsylvania  Power  &  Light 

634.2** 

3 

107.6 

6 

17.0 

16  5 

7.9 

14.6 

10 

2 

7 

3102 

4.1' 

Philadelphia  Electric 

953.5 

7 

-60.0 

NM 

NM 

16.1 

7.8 

7.8 

12 

5 

-3 

3498 

1.3f 

Pinnacle  West  Capital 

355.5 

0 

20.9 

-57 

5.9 

13.7 

4.9 

6.8 

12 

-2 

-40 

1 127 

1.1; 

Portland  General 

240.2 

9 

39.8 

-5 

16.6 

19.1 

0.5 

-1.6 

NM 

-2 

NA 

773 

-0.2< 

Potomac  Electric  Power 

283.2 

-6 

6.1 

-78 

2.1 

9.2 

7.0 

13.2 

11 

8 

6 

2068 

1.9- 

Public  Service  Co.  of  Colorado 

448.3 

-18 

42.3 

-3 

9.4 

8.0 

9  4 

14.9 

8 

0 

2 

1102 

2.5< 

m 

Puget  Sound  Power  &  Light 

264.6 

-4 

50.8 

1 

19.2 

18.4 

7.6 

11. 7 

10 

4 

0 

1070 

1.85 

■ 

Rochester  Gas  &  Electric 

240.8 

-2 

24.1 

-14 

10.0 

11.5 

NA 

10.7 

10 

-3 

-16 

594 

I.9J 

San  Diego  Gas  &  Electric 

539.5 

8 

56.1 

56 

10.4 

7.2 

9.4 

15.6 

12 

3 

0 

2349 

35I 

■ 

Scana 

287.4 

1 

35.6 

-1 

12.4 

12.5 

7.5 

13.3 

10 

3 

1 

1279 

3.0J 

SCEcorp 

1990.8 

30 

182.6 

42 

9.2 

8.4 

9.2 

15.7 

9 

4 

2 

7892 

3.81 

Sierra  Pacific  Resources 

129.9 

7 

16.4 

1 

12.6 

13.3 

6.9 

1  1.3 

1 1 

7 

0 

504 

2.0: 

Southwestern  Public  Service  (4| 

179.1 

-3 

22.9 

9 

12.8 

1 1.4 

10.3 

18.0 

10 

4 

-1 

1 161 

2.8; 

Teco  Energy 

2365 

-5 

28.4 

-2 

12.0 

11.7 

8.4 

15.2 

12 

6 

5 

1647 

2.3; 

iucson  Electric  Power 

109.0 

-13 

-14.7 

NM 

NM 

16.2 

NM 

-18.3 

NM 

6 

4 

286 

-4.9; 

U^ion  Electric 

446.9 

-1 

41.2 

14 

9.2 

8.0 

7.7 

14.0 

10 

2 

-2 

2668 

2.6f 

U^iijCorp  United 

278.2 

26 

23.0 

30 

8.3 

8.0 

8.2 

12.3 

9 

24 

3 

455 

2.1f 

'     VV<j»h     «on  Water  Power 

171.7 

-1 

28.5 

0 

16.6 

16.4 

9.0 

12.7 

1 1 

0 

0 

636 

2.7- 

'     vViiCs-i^ai  Energy 

391.3 

-7 

55.1 

-7 

14.1 

14.1 

8  7 

14.1 

10 

7 

6 

1903 

2.8; 

Footnotes  on  page  69 
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"Performance  shouldn't  be 
a  luxury  in  a  luxury  car" 

Too  many  of  today's  luxury  cars  have  forsaken  performance 
for  the  more  obvious  appointments  of  luxury.  Thankfully,  this  is  not  the  case 
with  the  1990  Cressida.  For  Toyota  has  confined  the  raw  power  ofCressida's 
six-cylinder,  190-hp  engine  and  the  handling  agility  of  race-derived  suspension  with  an 
interior  designed  to  put  you  and  your  passengers  in  the  lap  of  performance  luxury. 
All  of  which  gives  you  the  greatest  luxury  of  all— the  comfort  of  knowing  the 
1990  Toyota  Cressida  performs  as  well  as  it  looks  and  feels. 


''Toyota,  I  love  what  you  do  for  me!' 


-gMiii' 


^We  had  lots 

infoni. 
computeriz^esi 


BM  AS/400  midrange 
coritpiuter.  It  brings  your 
PCs  together  to  bring  your 
whole  company  together. 


PCs  are  great  lor  kecpino;  in- 
formation. l)ut  if  they're  keeping  it 
from  each  other,  tliat's  not  .>o  <;reat. 

histead.  your  PCs  should  work 
as  partners,  sharing  infonnation 


so  that  anyone  who  needs  it  ean 
easily  get  at  it.  So  your  people  can 
be  partners,  too. 

A  good  way  to  make  that  haj)- 
pen  is  with  an  IBM  Application 
System/400:"  The  AS/400  is  a  mid- 
range  computer  that  not  only  ties 
your  PCs  together,  it  lets  you  store 
information  in  a  central  place, 
which  means  youVe  not  just 


connected,  you  re  well-conne 
And  well-organized. 

In  fact,  the  AS/400  isde 
ed  for  handling  lots  of  users, 
wlieie  ti  om  a  lew  to  hundred 

W  hats  more,  the  AS/40 
runs  over  5.000  applications 
soke  specific  business  proble 
R(H  a  i  le  rs .  ma  nu f ac t  u  re  rs . 
distributors,  service  compan 


'Source  l)ierra5000  Ddl^iBase    c  lyyO  IBM  Corporation  IBM  and  400  are  regii-.terpd  trademarks  and  Application  System,,400  and  AS/400  are  trademarks  of 


is,  and  they  were  loaded  with 
1.  But  just  because  youVe 
3sn't  mean  you're  organizedr 


■1  mam\ 

- 

i-  ^ 

iSntltHMIilMiWIII 

bout  anyone 
can  find  j)owertul.  j)roven  AS/K)0 
software  created  to  meet  their 
special  needs. 

And  the  AS/400  is  an  easy 
system:  to  learn,  to  use  and  to  pay 
for.  \ou  can  lease  an  \S/400  for 
as  little  as  $700  a  month  through 
the  IBM  Credit  Corporation. 
All  of  which  helps  explain 


why  in  a  major  suryey  of  midrange 
system  ow  ners.  the  AS/400  users 
were  the  most  satisfied! 

4o  learn  more,  call  us  at 
1-800-365-4  IBM. 

The  IBM  ASAOO.  As  you  get 
big,  it  can  help  you  be  as  organized, 
and  as  respon-  — .  — » 

you  were  small.  ^=  1=  r  zz 


Thr  AS/400  Model  (10  i^jiisl  over  2  fr,-(  lall. 


COMPANY  SALES  PROFITS   RETURN 


MARGINS  S-YEAR  GRQWTH  MARKET 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTE 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNIN 

1990 

1989 

1990 

1969 

1990 

1989 

Capital 

EQUITY 

P-E 

EQUITY 

SHARE 

4-20 

PER 

$  MIL. 

$  Mil, 

7. 

4-20 

$  MIL 

SHARI 

[b)  GAS  A  TRANSMISSION 

CROUP  COMPOSITE 

11365.5 

16 

629.6 

1 

5.5 

6.4 

8.0 

II. 1 

15 

0 

2 

I8II8 

2.2( 

Bay  State  Gas  i3i 

140.9 

18 

16.4 

23 

1  1.6 

1  1.2 

9.8 

16.0 

9 

9 

9 

196 

2.2; 

Brooklyn  Union  Gasi3| 

366.0 

0 

61.1 

9 

16.7 

15.3 

8.1 

12.8 

10 

8 

2 

670 

2.6{ 

Connecticut  Natural  Gas 

86.1 

9 

9.6 

21 

11.1 

10.0 

6.3 

13.6 

10 

1 1 

2 

144 

1.7{ 

Diveiiified  Energies 

276.6 

-18 

18.6 

-54 

6.7 

12.2 

6.6 

7.2 

NM 

8 

-6 

467 

0.2' 

Eastern  Enterprises 

302.7 

18 

31.5 

0 

10.4 

12.2 

8.4 

1 1.4 

12 

0 

32 

682 

2.4: 

Energen  (3) 

128.8 

9 

11.2 

13 

8.7 

8.3 

8.1 

10.5 

13 

15 

12 

163 

1.2< 

Enron 

3068.7 

21 

101.0 

13 

3,3 

3.5 

8.1 

13,7 

12 

2 

-9 

2643 

4.2: 

Enserch 

771.0 

3 

44.7 

25 

5.8 

4.8 

NA 

9.3 

24 

-8 

2 

1571 

i.o: 

New  Jersey  Resources  (3| 

120.4 

-9 

9.7 

-28 

8.0 

10.2 

6.0 

7.6 

17 

25 

2 

236 

i.o: 

Nicor 

631.1 

-7 

43.8 

-20 

6.9 

8.0 

8.7 

16.4 

10 

6 

93 

1077 

3.6; 

Oneok  |4| 

266.4 

1  1 

23.4 

-18 

8.8 

11.8 

NA 

10.0 

1 1 

-4 

-19 

341 

i.i< 

Pacific  Enterprises 

1906.0 

2 

70.0 

1 

3.7 

3.7 

7.8 

10.3 

15 

7 

0 

3018 

2.9; 

Panhandle  Eastern 

1 106.4 

267 

45.1 

37 

4.1 

10.9 

6.8 

5.8 

30 

-8 

-23 

2346 

0.9( 

Piedmont  Natural  Gas  (21 

166.3 

3 

23.4 

23 

14.1 

11.8 

9.5 

16.1 

10 

17 

10 

282 

2.8: 

Sonat 

449.7 

9 

32.5 

23 

7.2 

6.4 

7.2 

10.2 

17 

-5 

-1 1 

1922 

2.7( 

Transco  Energy 

948.3 

33 

27.6 

31 

2.9 

3.0 

10.2 

15.2 

13 

-7 

NA 

1262 

3.2; 

Washington  Energy  |3| 

130.1 

-6 

11.8 

-18 

9.1 

10.3 

8.1 

10.0 

15 

10 

-6 

261 

1.21 

Washington  Gas  Light  (3) 

249.0 

-20 

31.2 

-23 

12.5 

13.0 

8.5 

11.8 

12 

7 

0 

563 

2.4; 

Wicor 

251.0 

-4 

17.1 

-23 

6.8 

8.5 

9.8 

1 1.6 

10 

9 

3 

274 

2.0 

ALPHABETICAL  LIST  OF  COMPANIES 

The  nuiiibet  following  each  company  nome  identifies  the  Scoreboard  cotegory  under  which  it  is  listed 


A&P  10< 
AAR21b 

Abbott  Laboratories  12d 
Advanced  Micro  9d 
Advo-System  2 Id 
Aetna  Life  &  Casualty  1 7b 
Affiliated  Pubs.  20b 
AhmansonlH  F  )  I  7« 
Air  &  Water  Techs.  21e 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Aloska  Air  Group  23a 
Albany  International  1  5d 
Alberto-Culver  6d 
Albertson's  lOc 
Aico  Standard  5 
Alcoo  16a 

Alexander  &  Baldwin  23d 
Alexander's  8 
Alleghany  l7o 
Allegheny  Ludlum  16b 
Allegheny  Pov/er  24a 
Allen  Group  9c 
Allergon  12b 
Allied  Products  ?  Sc 
Allied-Signol  5 
Alltel  22b 

AM  Internationol  18b 
Amax  16a 
Amdohl  18b 
Amerada  Hess  lib 
Americo  West  23a 
Americon  Bronds  6e 
Americon  Building  21e 
American  Business  18a 
Americon  Capital  21  e 
Americon  Cyonamid  4 
American  Electric  24a 
American  Express  1  7o 
[  Americon  General  17b 

Ar.T^i'can  Greetings  14d 
j  A:i.-..ton  Home  12b 
j  Ar.iffiron  Maize  lOb 
I  A.T:— -o.',  Medical  12c 


American  National  1  7b 
American  Petrofina  lib 
American  Sovings  17c 
American  Stores  lOc 
American  TV  20a 
Amerilech  22b 
Ameron  13a 
Ametek  9< 
Amoco  lib 
AMP  9d 
AMR  23a 
Analog  Devices  9d 
Andrew  9b 
Angelica  6a 
Anheuser-Busch  6c 
Anthem  Electronics  21b 
Anthony  Industries  I4d 
Apple  Bancorp  17c 
Apple  Computer  18b 
Applied  Magnetics  18b 
Applied  Materials  1  5c 
Applied  Power  15c 
Arbor  Drugs  12a 
Arco  Chemical  4 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21  b 
Arvin  Industries  2b 
Asarco  I  6c 
Ashland  Coal  1  la 
Ashland  Oil  lib 
ASTR*-v30'ch  18b 
AT&T  22o 
AtlanfiL  Energy  24a 
Automatic  Dota  1  8c 
Avery  Internationol  1  5a 
Avon  Products  6d 

B 


Baker  (J.)  8 

Boker  Hughes  1  1c 

Boll  7a 

Boltimore  G&E  24a 
Bone  One  3b 
Bandog  2c 
Bank  of  Boston  3a 


Bank  of  New  York  3a 
BonkAmerica  3d 
Bonkers  Trust  New  York  3a 
Bonta  21  d 
Bord  (C.  R.)  12d 
Barnes  Group  13a 
Barnett  Bonks  3c 
Bossett  Furniture  6b 
Bausch&  Lomb  12d 
Baxter  Internotional  12d 
Bay  State  Gas  24b 
BayBanks  3a 
Bear  Stearns  17a 
Beckmon  Instruments  9c 
Becton,  Dickinson  12d 
Bell  Atlantic  22b 
Bell  Industries  21b 
BellSouth  22b 
6e1o(A.  H.)20b 
Bemis  7b 

Bergen  Brunswig  12a 
Bethlehem  Steel  16b 
Betz  Laboratories  4 
Beverly  Enterprises  12c 
Big  B  12a 

Bindley  Western  12a 
Birmingham  Steel  16b 
Black  &  Decker  1  Sb 
Blair  8 

Block  iH&R)  17a 
Blockbuster  Ent  14b 
Blount  13b 

Boatmen's  Boncshares  3b 
Bob  Evans  Farms  14a 
Boise  Coscode  19a 
Borden  10b 
Boston  Edison  24a 
Bowotei  19b 
Brand  21a 
Bfendle's  8 
BriggsA  Stratton  1  5c 
Bristol  Myers  Squibb  12b 
Brooklyn  Union  Gas  24b 
Brown  Group  6a 
Brown  Forman  6c 
Browning-Ferns  21c 


Brunswick  14d 
Burlington  Northern  23b 
Burlington  Resources  lib 
Butler  Mfg.  21a 


Cabot  4 

Caesors  World  14c 
ColFed  17c 
ColMot  13a 
Campbell  Soup  10b 
Capitol  Cities/ABC  20a 
Carlisle  2c 

Carnival  Cruise  Lines  14d 
Corolina  Freight  23d 
Carolina  Power  24a 
Carpenter  Tech.  1  6b 
Carter  Hawley  Hale  8 
Casey's  General  10c 
Castle  &  Cooke  10b 
Caterpillar  1  5c 
CBS  20a 
CDI  2le 
Centel  22b 
Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Central  Illinois  PS  24a 
Central  Maine  Power  24a 
Chompion  Intl.  19b 
Chaparrol  Steel  16b 
Charming  Shoppes  8 
Chase  Manhattan  3a 
Chemed  6d 
Chemical  Banking  3a 
Chemicol  Waste  21c 
Chesapeake  19b 
Chevron  1  lb 
Child  World  8 
Chili's  14a 
Chiquita  Bronds  10b 
Cilcorp  24a 
Cincinnati  Bell  22b 
Cincinnati  G&E  24a 
Cincinnati  Milacron  15b 
Circle  K  10c 


Circuit  City  Stores  6b 
Circus  Circus  14c 
Citicorp  3a 
Citizens  &  Southern  3c 
Clorox  6d 
CML  Group  8 
CMS  Energy  24a 
Coast  Savings  1  7c 
Coco-Cola  6c 
Coca-Cola  Enterprises  6c 
Colgate-Palmolive  6d 
Collins  Foods  14a 
Comdisco  18c 
Comenca  3b 
Commerce  Clearing  20b 
Commercial  Intertech  15c 
Commercial  Metals  16b 
Commonwealth  Ed.  24a 
Comm.  Energy  24a 
Commtron  14b 
Communs.  Trans.  22a 
Compaq  Computer  18b 
Computer  Sciences  18c 
Comsat  22a 
ConAgra  10b 
Concurrent  Computer  18b 
Conn,  Natural  Gas  24b 
Conner  Peripherals  18b 
Consolidated  Edison  24a 
Cons.  Freightways  23d 
Consolidated  Popers  19b 
Consolidated  Rail  23b 
Consolidated  Stores  8 
Constar  International  7a 
Contel  22b 
Continental  Bonk  3b 
Control  Data  18b 
Cooper  Industries  9a 
Cooper  Tire&  Rubber  2c 
Coors  (Adolph)  6c 
CoreStates  Financial  3a 
Corning  1 5a 
Corroon  &  Black  1 7a 
Costco  Wholesole  8 
CPC  International  10b 


CPI  14d 

Crane  1 5a 
Crawford  17o 

Cray  Research  18b 
Crestar  Financial  3c 
Crompton  &  Knowles  4 
CrossLand  Savings  17c 
Crown  Central  lib 
Crown  Cork  &  Seal  7a 
CRSS21a 
Crystal  Brands  6a 
CSX  23b 

cue  Internotional  18a 
Culbro  6e 
Cummins  Engine  2b 
Cyclops  Industries  16b 
Cyprus  Minerals  16c 


Dairy  Mart  lOc 
Dana  2b 
Dart  Group  5 
Doyton  Hudson  8 
De  Soto  1 3a 
Dean  Foods  lOb 
Deere  1  5c 
Dekolb  Genetics  10b 
Delchamps  10c 
Dell  Computer  18b 
Delmarva  Power  24a 
Delta  Air  Lines  23a 
Deluxe  18a 
Dennison  Mfg,  18a 
Detroit  Edison  24a 
Dexter  4 

Diamond  Shamrock  lib 
Diebold  18a 
Digitol  Equipment  18b 
Dillard  8 

Dime  Savings  Bank  1  7c 
Disney  (Walt)  14b 
Diversified  Energies  24b 
Dollar  General  8 
Dominion  Resources  24a 
Donaldson  2b 
Donnelley  (R-  R.)21d 


Dover  I5c 

Dow  Chemical  4 

Dow  Jones  20b 

Downey  Savings  17c 

Dresser  Industries  1  1c 

DSC  Communs-  22a 

Du  Pont  4 

Duke  Power  24a 

Dun  &  Bradstreet  20b 

Durr-Fillauer  Medical  12a 

DWG  15d 


E-Systems  9b 
Eogle-Picher  Industries  2b 
Eastern  Enterprises  24b 
Eastern  Utilities  24a 
Eaton  2b 
Echlin  2b 
Ecolab  6d 

Edwards  |A.  G.)  17a 
EG&G2la 
Energen  24b 
Engelhord  4 
Enron  24b 
Enserch  24b 
Equifax  17o 
Esterline  9c 
Ethyl  4 

Everex  Systems  18b 
Exxon  1  lb 


Fabri  Centers  8 
Family  Dollar  Stores  8 
Fay's  12a 
Fedders  6b 
Federol  Express  23c 
Federal  Natl.  Mtg.  17a 
Federal  Poper  Board  7b 
Federal  Signal  2a 
Federal-Mogul  2b 
FHP  International  12c 
Fieldcrest  Cannon  1  5d 
Figgie  International  5 
Financiol  Corp,  17c 


First  Bonk  System  3b 
First  Chicogo  3b 
First  City  Boncorp.  3^ 
First  Fidelity  3a 
First  Financial  Mgmt. 
First  Interstate  Bancor 
First  of  America  Bonk 
First  Union  3c 
First  Wachovia  3c 
Fleetwood  Ents.  14d 
Flowers  Industries  10 
Fluor  21a 
FMC  1  Sc 
Food  Lion  lOc 
Foodoramo  lOc 
Forest  City  13b 
Foxboro  9c 
FPL  Group  24a 
Freeport-McMoRon  A 
Fruit  of  the  Loom  6 
Fuller  (H.  B.)  4 
Fuqua  Industries  5 


Gonnett  20b 
Gap  8 
Gutx  23c 
Gaylord  Container  71 
GenCorp  1 
General  Cinema  5 
Generol  D/namics  1 
General  Electric  5 
General  Host  5 
Generol  Initrument  9 
General  Mills  lOb 
General  Public  Uts.  2 
General  Signal  9c 
Genesco  8 
Genlyte  Group  9a 
Genovese  Drug  12a 
Genuine  Parts  21b 
Georgia  Gulf  4 
Georgia-Pacific  19a 
Getty  Petroleum  21l 
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Footnotes  on  page  69 


CORPORATE  SCOREBC 


1955. 


You  always  come  back  to  the  basi 


cs.  jli^l 


INDEPENDEMT 
SECTOfl 


Just  a  firaction  of  what  we  spend  dinii^  out 
could  help  pick  up  the  tab  foragood  cause. 


If  we  all  shared  just  a  small  amount  of 
our  money  and  time  mih  the  causes  we 
really  care  about,  it  would  beasure  recipe 
for  success. 

Against  hunger.  For  better  health, 
o  improve  our  arts  and  culture. 

Millions  of  people  have  helped   ^ 

h  five  percent  of  their  incomes  miaiy 


^       and  five  hours  of  volunteer  time  per  week  as 
W         America's  standard  of  giving. 
■  I  f  we  all  reached  this  standard ,  we 

w  could  generate  more  than  $175  billion 

'  every  year.  With  a  force  equivalent  to  20 

i^mJA  rriiUiori  full-time  workers. 

^  .  M  ▼  C«  make  it  your  goal  to  give  five . 

t  back  is  immeasurable.  And  help  keep  society  weU-nourished. 


Lots  of  people  are  working  to  get  kids  off  the  street. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  And  a  lot  of  people  work  very 
hard  to  put  them  there.  Drug  dealers  with  dirty  needles. 
Pimps  who  rule  with  a  fist.  Child  molesters  in  expen- 
sive cars.  Fortunately,  Larkin  Street  is  working  to  get 
kids  off  the  street,  too.  With  food,  clothing,  medical 
care,  professional  counseling— and  lots  of  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 


wishes* 


i?li.i(ir«t»yi?fcyigi&»-:fif.-;au^^ 


we  interviewed  trequent  business  travelers  at 
country.  I  was  one  of  those  interviewers.  Business  travelers  told  me  the  best  program  would  be 
choices  and  would  provide  bonuses  for  higher  spending.  They  even  asked  for  hard-to-come- 
Vorld  Series.  So,  that's  exactly  what  we  gave  thsm.  Club  Rewards  was  designed  by  business 
k  fulfills  their  wishes.  The  sooner  you  apply,  the  soon^  you'll  earn  your  rewards.  Give  us  a  call 

most  rewarding  card.  No  one  takes  care  of  the  fequent  business  traveler  like  Diners  Club. 
Corporate  Card  ask  your  company  about  enrolling  in  the  Corporate  Ckib 


We  Take  Care  Of  Business' 


CVrtnin  terms  and  (ohdi!K)n>  apply.  Proi;rairi  rttcrenccd  ahow  begins  7/l/W  Fcdi-ral 
(  nipl()\ee  Cardirumfxi-  an-  not  permitted  to  participate  in  Club  Rewards. 


NERS  Club 

1  N  T  F  R  :    T 1  0  N  A  L 


PHABETICAL  LIST  OF  COMPANIES 

jmber  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


3od  10< 

Illinois  Tool  Works  15a 

6d 

IMC  Fertilizer  4 

:r|P  M.)  19b 

Imo  Industries  9c 

I7e 

Inacomp  Computer  18a 

Nugget  14c 

ingersoll-Rond  15c 

Wesi  17« 

Inland  Steel  16b 

e  17c 

Intel  9d 

h(8.  f.|4 

Intelligent  Electronics  18a 

ar  Tire  &  Rubber  2c 

Interco  6a 

Inlertoce  1  5d 

^umps  1 5c 

Intergraph  18c 

H.  R.)4 

Inlerlake  1  Sc 

lergy  11c 

Intermet  1 6c 

r|W.  W.)21b 

International  Lease  23c 

merican  Mgmt.  4 

International  Minerals  4 

&P  !0c 

IntI  Multlfoods  10a 

kes  Chemical  4 

International  Paper  19b 

Western  1  7c 

Interpublic  Group  21d 

□r^  Brotliers  8 

Ipolco  Enterprises  24a 

3b  7b 

ITT  5 

nd  Dial  5 

J 

n'sS 

J.  p.  Industries  2b 
Jacobs  Engineering  21a 
Jacobson  Stores  8 
James  River  19b 
Jamesway  8 
Johnson  &  Johnson  12d 
Johnson  Controls  9< 
Johnson  Worldwide  14d 
Jostens  1  5a 


K  mart  8 
Koman  1 

Kansas  City  Power  24a 
Kansas  City  Southern  23b 
Korcher  (Carl)  14a 
Kaufman  &  Brood  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  2le 
Kennometal  15b 
Kentucky  Utilities  24a 
Kerr-McGee  lib 
KeyCorp  3a 
Keystone  Intl.  1  5a 
Kimball  International  6b 
Kimberly-Clark  19b 
Kinder-Core  21e 
King  World  14b 
Knight-Ridder  20b 
Kroger  lOc 


L  A,  Gear  6a 
Lo-Z-Boy  Choir  6b 
Ladd  Furniture  6b 
Lafcrge  13a 
Lance  10b 
Lands'  End  8 
LDI  18c 

Leggett  &  Plott  6b 
Leslie  Fay  6a 
Lilly  (Eli)  12b 
Limited  8 
Lionel  8 

Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  1 
Loctite  4 

Lone  Star  Techs.  16b 
Longs  Drug  Stores  12g 


Longview  Fibre  7b 
Lotus  Development  18< 
Louisiano  Land  lib 
Louisiana-Pacific  19a 
Louisville  G&E  24a 
Lowe's  8 

LPL  Technologies  9d 
LSI  Logic  9d 
Lubrizol  4 
Lukens  1 6b 
Luria  (L)  8 
Lyondell  lib 

M 


Magma  Copper  16c 
MagneTek  9a 
Monor  Core  12< 
Manufacturers  Hanover  3a 
Manufacturers  Natl.  3b 
Monville  13a 
Mopco  lib 
Marcade  Group  6a 
Morion  Merrell  Dow  12b 
Mark  IV  Industries  15a 
Marriott  14c 
Marsh  &  McLennan  1  7a 
Morsholl  Industries  21b 
Martin  Manetto  1 
Mattel  14d 
Maxus  Energy  lib 
Maxxam  16a 
May  Department  Stores  8 
Maytag  6b 
MCA  14b 

McClatchy  News.  20b 

McCormick  10b 

McDonald's  14a 

McDonnell  Douglas  1 

McGraw-Hill  20b 

MCI  Communications  22a 

McKesson  12a 

MDU  Resources  24a 

Mead  19b 

Media  General  20b 

Mediq  21e 

Medtronic  12d 

Mellon  Bonk  3a 

Melville  8 

Mentor  Graphics  18c 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridion  Bancorp  3a 
Merrill  Lynch  17a 
Merry-Go-Round  8 
Meyer  (Fred)  8 
MGM/UA  14b 
Michael  Foods  10b 
Michaels  Stores  8 
Michigan  Nationol  3b 
MicroAge  18d 
Microsoft  18c 
Midlontic  3a 
Miller  (Herman)  18a 
Millipore  9c 
Mine  Safety  12d 
Minnesota  Mining  15a 
Minnesota  Power  24a 
Mitchell  Energy  lib 
Mobil  1  1  b 
Molex  9d 
Monsanto  4 
Morgan  (J.  P.)  3a 


Morgan  Products  21b 
Morgan  Stanley  17a 
Morrison  14a 
Morrison  Knudsen  21a 
Morton  International  4 
Motorola  9b 
Multimedia  20a 

N 


Nacco  Industries  11a 
Naico  Chemical  4 
Nash  Finch  10a 
Nationol  City  3b 
Natl.  Convenience  lOc 
Notional  Education  21e 
National  Medical  12c 
National  Semicond.  9d 
National  Service  9a 
Novistor  International  2a 
NBD  Bancorp  3b 
NCH  6d 
NCNB  3c 
NCR  18b 

Neimon-Marcus  Group  8 
Nerco  11a 

Nev/  England  Electric  24a 
N.  Jersey  Resources  24b 
New  York  State  E&G  24a 
Nev*  York  Times  20b 
Newell  1 5a 
Newmont  Gold  1 6c 
Newmont  Mining  1  6c 
Nicor  24b 
Nike  6a 
Nolond  13a 
Nordstrom  8 
Norfolk  Southern  23b 
North  Star  Universal  10a 
Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  1 
Novell  18c 
Nynex  22b 


Occidentol  Pet  I  lb 
Office  Depot  21b 
Ogden  5 

Ogden  Pro|ects  21e 
Ohio  Edison  24a 
Olin4 
Olsten  21e 
Oneida  1  5a 
Oneok  24b 
Oracle  Systems  18c 
Orange  &  Rockland  24a 
Oryx  Energy  lib 
Oshkosh  Truck  2a 
Oshmon's  8 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens-Corning  13a 
Oxford  Industries  6a 


Pacific  Enterprises  24b 
Pacific  G&E  24a 
Pocific  Telesis  Group  22b 
PoineWebber  Group  1 7a 
Poll  5 

Ponhondle  Eastern  24b 
Paramount  Comms,  14b 


Parker  Hannifin  1  5a 
Penn  Central  5 
Penn  Traffic  lOc 
Penney  (J.  C.|  8 
Pennsylvania  Power  24a 
Pentair  ISc 
Pep  Boys  8 
Perkin-Elmer  9c 
Perry  Drug  Stores  12a 
Peters  |J.  M.)  13b 
Petrie  Stores  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH  23c 

Philodelphio  Electric  24a 
Philip  Morns  6e 
Phillips  Petroleum  lib 
Phillips  Von  Heusen  6a 
Piedmont  Noturol  24b 
Pier  1  Imports  6b 
Pilgrim's  Pride  10b 
Pinnacle  West  24a 
Pioneer  tHi-Bred  10b 
Pitney  Bowes  1 8a 
Pittston  11a 
PNC  Financial  3a 
Polaroid  I4d 
Pope  &  Talbot  1 9a 
Portland  General  24a 
Potlotch  19b 
Potomac  Electric  24a 
PPG  Industries  13a 
Premork  International  5 
Premier  Industrial  21b 
Preston  23d 
Price  8 

Primerico  17a 
Procter  &  Gamble  6d 
Promus  14c 
Provident  Life  17b 
PS  Co-  of  Colorodo  24a 
Puget  Sound  Power  24a 
Pulitzer  Pub.  20b 


Quaker  Oats  10b 
Quaker  State  lib 
Quanex  1 6b 
Quantum  Chemicol  4 
QVC  Network  8 


Ralston  Purina  10b 
Raytheon  9b 
Reebok  International  6a 
Republic  New  York  3a 
Rexene  4 

Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Richfood  Holdings  10a 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rochester  G&E  24a 
Rochester  Telephone  22b 
Rockwell  Internotionol  5 
Rohm  &  Haas  4 
Rohr  Industries  1 
Rollins  21e 
Rorer  Group  12b 
Rose's  Stores  8 
Ross  Stores  8 
RPM  13a 


Rubbermaid  15a 
Ruddick  10c 
Russell  6a 
Ryder  System  23c 
RykoHSexton  10a 
Ryland  Group  13b 


Safeco  1 7b 

Safety-Kleen21b 
Sofewoy  Stores  lOc 
Salem  Carpet  Mills  1  5d 
Salomon  1  7a 
Son  Diego  G&E  24a 
Santo  Fe  Pacific  23b 
Sara  Lee  I  Ob 
Scono  24a 
SCEcorp  24a 
Schering-Plough  12b 
Schlumberger  11c 
Schulman  |A.)4 
Schwab  (CharlesI  17o 
Scott  Poper  19b 
Scripps(E.  W.|20b 
Seagate  Technology  18b 
Seoled  Air  15a 
Sears,  Roebuck  8 
Seaway  Food  Town  lOc 
Security  Pacific  3d 
Seneca  Foods  10b 
Sequo  1 

Service  Merchandise  8 
Sharper  Image  8 
Shaw  Industries  1  Sd 
Shawmut  Notional  3a 
Sheorson  Lehman  1  7a 
Sherwin-Williams  13a 
Shoney's  14a 
Sierra  Pacific  24a 
Signet  Banking  3c 
Silicon  Graphics  18fa 
Sizzler  Restaurants  14a 
Smith  |A.  0.|  2b 
Smith  Corona  1 8a 
Smith's  Food&  Drug  10c 
Smithfield  Foods  10b 
SmuckerU  M.)  10b 
Snap-on  Tools  1 5b 
Society  3b 
Sonot  24b 
Sonoco  Products  7b 
Southdown  13a 
Southeost  Banking  3c 
So.  New  Eng.  Tel.  22b 
Southwest  Airlines  23a 
Southwestern  Bell  22b 
Southwestern  PS  24a 
Sovran  Financial  3c 
Spiegel  8 

Springs  Industries  1  5d 

SPX  2b 

Square  D  9a 
St.  Paul  17b 
Standard  Federol  17c 
Standard  Motor  2b 
Standard  Products  2b 
Standard  Register  18a 
Stondex  Intl.  13a 
Stanley  Works  1  5b 
Stepon  6d 
Sterling  Chemicals  4 
Stewart  &  Stevenson  21b 
Stone  Container  7b 


Storage  Technology  1 8b 
Stratus  Computer  18b 
Strawbridge  &  Clothier  8 
Stride  Rite  6a 
Student  Loon  Mktg  1 7a 
Subaru  of  America  23c 
Sudbury  2b 
Summit  Heolth  12c 
Sun  1  lb 
Sundstrond  1 
SunTrust  Bonks  3c 
Super  Food  Services  10a 
Super  Volu  Stores  10a 
Syntex  12b 
Sysco  lOa 


Tolley  Industries  1 

Tombronds  6d 

Tandem  Computers  18b 

Tondon  18b 

Tandy  1 8b 

TBC21b 

TCF  Financial  17c 

Tech  Dota  18a 

Teco  Energy  24a 

Tecumseh  Products  13a 

Tektronix  9c 

Telecom-USA  22a 

Teledyne  5 

Teleflex  1  5a 

Temple-Inland  7b 

Tenneco  5 

Terex  1  Sc 

Texoco  lib 

Texos  Industries  13a 

Texos  Instruments  9d 

Textron  5 

Thiokol  1 

Thomas  &  Betts  9a 

Thomas  Industries  9a 

3Com  1 8b 

3M  15a 

Tiffany  8 

Time  Warner  20b 

Times  Mirror  20b 

Timken  1  5c 

TJX  8 

Tonka  14d 

Torchmork  17b 

Toro  6b 

Toys  'R'  Us  8 

Trans  World  Music  14d 

Transomerico  1 7a 

Transco  Energy  24b 

Tribune  20b 

Trinova  1 5a 

Triton  Group  1  5a 

TRW  5 

Tucson  Electric  24a 
Tyco  Laborotories  1 5c 
Tyson  Foods  10b 


U.  S.  Bancorp  3d 
U.  S.  Home  13b 
U.  S.  Shoe  8 
U.  S.  Surgical  12d 

UAL  23a 

UJB  Ftnoncial  3a 
Unifi  1  5d 
Union  Camp  19b 
Union  Carbide  4 


Union  Electric  24a 
Union  Pacific  23b 
Union  Texas  lib 
Unisys  18b 
United  Stationers  21b 
United  Technologies  1 
United  Telecomms  22a 
Univar2lb 
Universal  Foods  10b 
Universal  Health  12c 
Upjohn  12b 
US  West  22b 
USAir  Group  23a 

USG  13a 
USLife  17b 
UST  6e 

USX  5 

UtiliCorp  United  24a 


Valcom  21  e 
Valero  Energy  lib 
Valley  Notional  3d 
Volmont  Industries  1  5a 
Volspor  13a 
Varion  Associotes  9b 
VF  6a 

Vicorp  Restaurants  14a 
Village  Super  Market  lOc 
Vista  Chemical  4 
Volt  Inf.  Sciences  21  e 
Vons  10c 

Vulcon  Materials  13a 

w 


Waban  8 
Wal-Mart  Stores  8 
Walgreen  12a 
Wallace  Computer  18a 
Warner-Lambert  12b 
Washington  Energy  24b 
Woshington  Gas  24b 
Washington  Water  24a 
Waste  Management  21c 
Weirton  Steel  16b 
Weis  Markets  lOc 
Wells  Forgo  3d 
Western  Digital  ISb 
Westinghouse  Electric  9a 
Westmork  Intl.  I2d 
Westmoreland  Cool  11a 
Westvoco  19b 
Weyerhaeuser  19a 
Wheeling.Pittsburgh  16b 
Whirlpool  6b 
Whitmon  5 
Wholesale  Club  8 
Wicor  24b 

Willomette  Industries  19a 
Willcox&Gibbs21b 
Winn-Dixie  Stores  lOc 
Wisconsin  Energy  24a 
Witco  4 
Woolworth  8 
Worthington  Inds.  16b 
Wrigley  |Wm.)  Jr.  ICb 
WTD  Industries  1 9o 
Wyle  Loboratories  21b 

xrx 


v.-rGx  ISb 
Yellow  Freight  23d 
Zenith  Electronics  1 8b 
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FORGET  MULTINATIONALS— TODAY'S  GIANTS  ARE  REALLY  LEAPING  BOUNDARIES 


IS.) 
ft'"' 


The  sky  is  crystalline  blue,  and  the 
air  is  already  warm.  At  7:30  a.m., 
a  black  Mercedes-Benz  pulls  up  at 
Zurich  International  Airport,  and  Percy 
Barnevik,  the  Swedish  chief  executive 
of  ASEA  Brown  Boveri,  heads  to  his  Brit- 
ish Aerospace  128  jet  for  a  quick  hop  to 
Rome.  He  and  a  secretary  are  lugging 
two  Toshiba  laptops  and  briefcases.  To- 
day, as  on  most  days,  the  best  place  to 
reach  Barnevik  will  be  in  his  airborne 
office.  Over  coffee,  he  explains  his  peri- 
patetic routine.  "If  you  are  a  borderless 
company,"  he  says,  "you  can't  sit  in  an 
ivorj-  tower." 

Indeed  he  hasn't.  The  6'3"  engineer 
has  whipped  ABB  into  a  globe-spanning, 
$20  billion  giant  since  he  merged  Swe- 
den's ASEA  with  another  electrical  engi- 
neering giant,  Switzerland's  Brown  Bo- 
veri, in  1987.  Last  year,  he  added 
Combustion  Engineering  Inc.  of  the 
U.  S.  Today,  key  Swedish,  Swiss,  and 
German  executives  work  out  of  a  mod- 
ern low-rise  headquarters  in  Zurich, 
where  Barnevik  moved  from  Stockholm 
to  put  ABB  at  the  geographical  center  of 
its  European  markets.  Business  is  done 
in  English,  and  the  books  are  kept  in 
dollars. 

Barnevik's  enterprise  is  at  the  fore- 
front of  one  of  the  most  significant 
business  and  economic  trends  of  the  late 
20th  century.  As  cross-border  trade  and 
investment  flows  reach  new  heights,  big 
global  companies  are  effectively  making 
decisions  with  little  regard  to  national 
boundaries.  Though  few  companies  are 
totally  untethered  from  their  home 
countries,  the  trend  toward  a  form  of 
"stateless"  coi-poration  is  unmistakable. 

The  European,  American,  and 
Japanese  giants 
heading  in 


this  direction  are  learning  how  to  juggle 
multiple  identities  and  multiple  loyalties. 
Worried  by  the  emergence  of  regional 
trading  blocs  in  Europe,  North  America, 
and  East  Asia,  these  world  corporations 
are  developing  chameleon-like  abilities 
to  resemble  insiders  no  matter  where 
they  operate.  At  the  same  time,  they 
move  factories  and  labs  "around  the 
world  without  particular  reference  to 
national  borders,"  says  Unisys  Corp. 
Chairman  W.  Michael  Blumenthal. 
BREAKTHROUGHS.  World  corporations 
represent  a  dramatic  evolution  from  the 
U.  S.  multinational  alternately  feared 
and  courted  since  the  1960s.  These  gi- 
ants treated  foreign  operations  as  dis- 
tant appendages  for  producing  products 
designed  and  engineered  back  home. 
The  chain  of  command  and  nationality 
of  the  company  were  clear. 

Not  today.  With  the  U.  S.  no  longer 
dominating  the  world  economy  or  hold- 
ing a  monopoly  on  innovation,  new  tech- 
nologies, capital,  and  talents  flow  in 
many  different  directions.  The  most  so- 
phisticated manufacturing  companies 
are  making  breakthroughs  in  foreign 
labs,  seeking  to  place  shares  with  for- 
eign investors  and  putting  foreigners  on 
the  fast  track  to  the  top.  A  wave  of 
mergers,  acquisitions,  and  strategic  alli- 
ances has  further  clouded  the 
question  of  national  control. 
The  Reagan  revolution  of 
the  1980s  significantly 
advanced  the  trend 
as  well  bv  en- 


1 '.(' 


earn 


policies  in  all  the  industrial  nations,  th|r«Kt. 
making  social,  political,  and  cultural  d 
ferences  less  significant. 

Yet  American  companies  are  Johnn 
come-latelies  to  the  stateless  game  coi  k4  lii 
pared  with  many  of  their  European  coi  siif  i 
petitors  (table,  page  103).  In  1967,  whi  if. 
French  author  Jean-Jacques  Serva  pe 
Schreiber's  The  American  Challen 
warned  that  American  companies  wou  {a 
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inate  Europe,  few  made  over  50%  of 
f  sales  outside  the  U.  S.  Today,  doz- 
of  America's  top  manufacturing 
les,  including  IBM,  Gillette,  Xerox, 
I  Chemical,  and  Hewlett-Packard 
more  of  their  products  outside  the 
.  than  they  do  at  home,  and  U.  S.- 
ice  companies  are  close  behind  (ta- 
page  104). 

le  trend  is  even  more  pronounced  in 
is  of  profits.  In  the  past  three  years, 
e  made  more  money  in  both  the  Pa- 

and  Western  Europe  than  it  did  in 
U.  S.  Nearly  70%-  of  General  Motors 
D.'s  1989  profits  were  from  non-U.  S. 
•ations.  As  companies 
n  to  reap  half  or 
e  of  their  sales 

earnings  from 
»ad,  they  are 
ding  into  the 
lign  land- 
le  to  win  ac- 
;ance  and 
d  politica 


hassles.  "IBM,  to  some  degree,  has  suc- 
cessfully lost  its  American  identity," 
says  C.  Michael  Armstrong,  senior  vice- 
president  in  charge  of  IBM  World  Trade 
Corp. 

At  the  same  time,  foreign-based  mul- 
tinationals are  arriving  on  American 
shores  in  greater  strength  than  ever  be- 
fore, a  result  of  their  spending  $200  bil- 
lion over  the  past  four  years  on  acquisi- 
tions and  new  plants.  Sweden's  ABB,  the 
Netherlands'  Philips,  France's  Thomson, 
and  Japan's  Fujitsu  are  waging  cam- 
paigns to  be  identified  as  American  com- 
panies that  employ  Americans,  transfer 
technology,  and  help  the 
U.  S.  trade  balance  and 
overall  economic  health. 
Few  Americans  know, 
or  likely  care,  that 
Thomson  owns  the 
RCA  and  General 
Electric  brand 
names  in  consumer 
electronics  and  that 
Philips  owns  Mag- 
navox. 
These  world  com- 


panies raise  a  host  of  new  questions  for 
governments  seeking  to  shape  their  na- 
tions' economic  destinies.  At  a  time  of 
worries  about  trade  and  competitive- 
ness, who  are  the  good  guys  and  who 
are  the  bad  guys?  Does  it  make  any 
difference  what  a  company's  nationality 
is  as  long  as  it  provides  jobs?  What 
nation  controls  the  technology  devel- 
oped by  world  companies?  What  obliga- 
tion do  they  have  to  adhere  to  rules 
imposed  by  Washington,  Paris,  or  Tokyo 
on  their  foreign  operations?  And  if  a 
U.  S.  company  makes  copiers  in  Japan 
and  exports  them  to  the  U.  S.,  should 
they  be  counted  in  the  trade  deficit 
the  same  way  as  Toyotas  from  Japan, 
or  are  international  accounting  rules 
outmoded? 

Washington,  in  particular,  is  only  be- 
ginning to  come  to  terms  with  these 
issues.  Yet  as  the  push  toward  state- 
lessness  accelerates,   these  questions 
will  become  more  urgent.  The  heads  of 
the  world's  largest  companies  believe 
the  trend  is  irreversible,  and  they  cite 
such  advantages  as: 
■  Beating  trade  problems.  Taiwan, 
South  Korea,  and  Israel  have  tradition- 
ally been  off-limits  to  Japanese  auto 
companies.  Taiwan  and  Korea  ban  im- 
porting of  Japanese  cars,  and  Japan 
observes  the  Arab  embargo  of  Is- 
rael. But  thanks  to  its  U.  S. 
output,  Honda  Motor  Co. 
found  a  way  to  circumvent 
these  problems.  It  ships  four- 
door  Accords  to  Taiwan  and 
Korea  and  Civic  sedans  to  Is- 
rael— all  from  Ohio. 
And  Canadian  telecommunica- 
tions giant  Northern  Telecom 
Ltd.  has  moved  so  many  of  its 
manufacturing  functions  to  the 
U.  S.  that  it  can  win  Japa- 
nese contracts  on  the  basis  of 
being  a  U.  S.  company.  Japan 
favors  the  U.  S.  over  Canadi- 
an telecommunications 
companies  because  of  the 
politically  sensitive  U.  S.- 
Japanese trade  gap.  So 
Northern  Telecom  con- 
ducts its  Japan  business 
from  California  and  North 
Carolina.  "The  reality  is  that 
we  probably  could  not  have 
penetrated  Japan  out  of  Cana- 
da," says  Desmond  F. 
Hudson,  presi- 
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dent  of  Northern  Telecom  World  Trade 
Corp. 

■  Avoiding  political  problems.  When 
West  Germany's  BASi'  launched  biotech- 
nology research  at  home,  it  confronted 
legal  and  poiitic;il  challenges  from  the 
environmentally  conscious  Green  move- 
ment. So  in  January,  BASF  shifted  its 
cancer  and  immune-system  research  to 
Cambridge,  Mass.,  and  plans  an  addi- 
tional 250.000-square-foot  facility  out- 
side Worcester,  Mass.  The  state  is  at- 
tractive because  of  its  large  number  of 
engineers  and  scientists  but  also  be- 


cause it  has  better  resolved  controver- 
sies involving  safety,  animal  rights,  and 
the  environment.  "That's  why  we  decid- 
ed it  might  be  a  good  idea  to  have  lab- 
oratories somewhere  where  you  can 
stand  on  two  legs  and  have  fewer  inse- 
curities about  what  will  happen  in  the 
future,"  says  Rolf-Dieter  Acker,  BASF's 
director  of  biotechnology  research. 
■  Sidestepping  regulatory  hurdles.  One 
of  the  factors  that  prompted  U.  S.  phar- 
maceutical maker  SmithKline  and  Brit- 
ain's Beecham  to  merge  was  that  they 
needed  to  guarantee  that  they  could 


avoid  licensing  and  regulatory  hassli 
in  their  largest  markets.  Western  E 
rope  and  the  U.  S.  Now,  with  Robert 
Bauman,  a  London-based  American,  ;  ""f^^ 
head  of  SmithKline  Beecham  Corp.,  tl 
merged  company  can  identify  itself 
an  inside  player  in  both  Europe  and  tl 
U.  S.  "When  we  go  to  Brussels,  we're 
member  state  [of  the  European  Comm  fif'^'''' 
nity],"  one  executive  explains.  "Arf^^ 
when  we  go  to  Washington,  we're 
American  company,  too." 
■  Achieving  labor  gains.  The  ability 
companies  to  shift  production  swiftls  ■ 


ELECTROLUX 


ITALIAN  ICERS 

Sweden's  Electrolux  purchased  Italian  home  appliance  maker 
Zanussi  in  1985,  when  it  was  deep  in  red  ink,  and  turned  it  around 


CLEAN  SWEEP 

Japan's  door  is  open  to 
vacuum  cleaner  salesmen 


SPARE  CHANGE  FOR  CMAINSAWS 

.After  buying  Louisiana's  Poulan/Weedeater  in 
1986,  Electrolux  ponied  up  expansion  money 


ELECTRIC  EXECUTIVE 

CEO  J.  Anders  F.  Scharp  says  Electrolux  is  "no 
longer  just  a  national  producer" 
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n  the  U.  S.  and  Europe  to  low-wage 
n  America  and  Asia  has  traditional- 
aised  the  loudest  outcry  against  the 
multinationals,  and  it  is  still  an  ef- 
ive  club.  When  Xerox  Corp.  started 
ing  copier  rebuilding  work  to  Mexi- 
its  union  in  Rochester,  N.  Y.,  object- 
The  risk  of  job  loss  was  clear,  and 

union  agreed  to  undertake  the 
iges  in  work  style  and  productivity 
led  to  keep  the  jobs.  "The  union  was 
aordinarily  helpful  in  getting  the 
lity  program  implemented,"  says  Xe- 
CEO  David  Kearns. 
alancing  costs.  Some  world  compa- 

make  almost  daily  decisions  on 
re  to  shift  production.  When  Dow 
mical  found  that  European  demand 
a  certain  solvent  declined  recently, 
company  scaled  back  production  at  a 
man  plant  and  shifted  it  to  another 
nical,  previously  imported  from  Lou- 
la  and  Texas.  Relying  on  mathemati- 
squations  for  making  such  decisions, 
/  runs  its  plants  at  higher  average 
icity  and  keeps  capital  costs  down. 
Inning  technology  breakthroughs, 
h  no  single  nation  holding  a  com- 
iding  technological  advantage,  world 
panies  are  also  scouring  the  globe 
leading  scientific  and  design  ideas, 
ox  has  introduced  some  80  different 
:e-copier  models  in  the  U.  S.  that 
e  engineered  and  built  by  its  Japa- 
;  joint  venture,  Fuji  Xerox  Co.  And 
sions  of  the  superconcentrated  deter- 
t  that  Procter  &  Gamble  Co.  first 
nulated  in  Japan  in  response  to  a 
I's  product  are  now  being  marketed 
er  the  Ariel  brand  name  in  Europe 

tested  under  the  Cheer  and  Tide 
lis  in  the  U.  S. 

eing  deployed  globally  helped  Otis 
/ator  Inc.,  a  unit  of  United  Technol- 
!s  Corp.,  to  develop  the  customized 
/onic  411  at  the  lowest  possible  cost. 

elevator,  which  is  programmed  to 
ce  more  cars  available  to  floors 
!re  demand  is  high,  was  developed 
six  research  centers  in  five  countries. 
>'  group  in  Farmington,  Conn.,  han- 
l  the  systems  integration,  Japan  de- 
led  the  special  motor  drives  that 
ie  the  elevators  ride  smoothly, 
nee  perfected  the  door  systems,  Ger- 
ly  handled  the  electronics,  and  Spain 
c  care  of  the  small-geared  compo- 
ts.  Otis  says  the  international  shut- 
g  saved  more  than  $10  million  in  de- 
1  costs  and  cut  the  development 
le  from  four  years  to  two. 
.Ithough  the  best  world  companies 
ear  totally  localized  wherever  they 
rate,  they're  actually  more  global  in 
le  than  ever  before.  The  old  multina- 
lal  corporations  tried  to  maintain 
id-alone  fiefdoms  that  operated  by 
mselves  in  different  nations  and 
•ely  paid  a  dividend  to  the  home  of- 
.  The  new  giants  try  to  orchestrate 


COLGATE-PALMOLIVE 


BRIGHT  IDEA 

Colgate's  mobile  dental  clinics  in  Rome  and  elsewhere  provide  free 
I  exams  to  promote  better  oral  care 


SOAP  OPERATOR 

Miss  Thailand  plugs 
Palmolive  in  Thai  stores 


UNDER  MANY  FLAGS 

Colgate  CEO  Mark  plays 
the  native  everywhere 


El 


BOTTLING  VEL 

®  Colgate  is  one  of  the  largest  consumer-product  makers  in  Mexico  and 

holds  big  market  shares  throughout  Latin  America 
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the  efforts  of  all  these  subsidiaries  on  a 
regional  or  global  level. 

That  means  rolli:ig  out  products  in 
many  different  naU<'.is  at  once  rather 
than  treating  fi)rei;.-ri  markets  as  after- 
thoughts. Although  Hewlett-Packard 
Co.  has  long  been  a  model  world  compa- 
ny, it  used  t'-  delay  introduction  of  cer- 
tain products  outside  of  the  U.  S.  by  six 
to  nine  months.  It  was  successful  in  Eu- 
rope witii  its  Vectra  personal  comput- 
ers, which  were  introduced  at  the  same 
time  as  in  the  U.  S.,  in  1987.  But  in  Asia, 
HC  made  the  mistake  of  delaying  pro- 
duction of  software  and  manuals  in  lo- 


cal languages  and  was  beaten  badly  by 
competitors.  So  when  it  came  time  to 
introduce  a  new  line  of  graphics  termi- 
nals in  18  languages,  including  Japa- 
nese, in  the  fail  of  1989,  HP  rolled  out 
the  equipment  and  documentation  in  15 
different  languages  simultaneously,  in- 
cluding Japanese  and  Chinese. 

Maintaining  a  balance  between  func- 
tioning as  a  global  organism  while  cus- 
tomizing products  to  local  tastes  re- 
quires creative  managers.  World 
companies  are  developing  a  cadre  of 
bosses  of  different  nationalities  who 
have  all  had  several  foreign  postings. 


Of  Dow's  top  25  executives,  20,  inclui 
ing  CEO  Frank  Popoff,  have  foreign  e 
perience.  For  GE  Plastics,  the  gener 
manager  of  auto  marketing  worldwic 
is  a  Dutchman,  and  the  manager  ( 
plastics  marketing  is  a  German.  Saj 
Peter  Mercer,  a  human  resources  exec 
tive  for  GE  Plastics  in  Pittsfield,  Mas: 
"Nationality  really  doesn't  make 
difference." 

It's  not  so  much  that  world  compani 
are  abandoning  identification  with  a  si: 
gle  nation  as  much  as  they're  trying 
become  local  companies  in  many  cou 
tries.  "If  I'm  in  Brazil,  I  am  deeply  co  g 
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HONDA  MOTOR 
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RIVIERA  ARRIVISTE 

f  Despite  worries  on  the  Continent  about  Japanese  competition, 
Europeans  love  the  Civic's  sporty  look 


POLISHED  FINE  RU^ 

Honda's  Ohio  operations  set  jiaaijj 
the  pace  for  its  rivals 


ma 


MEXICAN  MGT^>RS 

Honda  makes  motorcycles  and  auto  parts  near 
Guadalajara  and  may  eventually  build  cars 


ROAD  TO  SUCCESS 

Shoichiro  Irimajiri's  management  of  Honda's  Ohio 
plants  landed  him  a  top  job  back  home 
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THE  STATELESS  WORLD  Or  MANUFACTURING 

lis  is  a  sampling  of  manufacturing  companies  with  a  minimum 
billion  in  annual  sales  that  derive  at  least  40%  of  those  sales 

from  countries  other  than  their  home  country.  It  does  not  include 
state-owned  companies  or  holding  companies. 

npany 

Home  1989 
country         Total  sales 

Billions 

Sales 
outside 

home 
country 

Assets     Shares  held 
outside  outside 
home  home 
country  country 

Management 
approach 

STLE 

SWITZERLAND 

$32.9* 

98.0% 

95.0%* 

Few 

CEO  IS  German.  Has  10  general  managers,  of  whom  five  ore  not  Swiss 

NDOZ 

SWITZERLAND 

8.6* 

96.0 

94.0 

5.0% 

All  Swiss  at  top,  more  conservative  in  style  than  other  Swiss  companies 

F 

SWEDEN 

4.1 

96.0 

90.0 

20.0 

Foreigners  have  cracked  board  and  top  management  group 

FFMAMN-LA  ROCHE 

SWITZERUND 

6.7* 

96.0 

60.0 

0.0 

All-Swiss  board,  but  next  level  of  managers  mixed 

ILiPS 

NHHERUNDS 

30.0 

94.0 

85.0* 

46.0 

Solidly  Dutch  company,  but  number  of  senior  foreign  managers  is  increasing 

ITHKUNE  BEECHAM 

BRITAIN 

7.0 

89.0 

75.0 

46.0 

Joint  U.S. -British  management  at  all  levels 

B 

SWEDEN 

20.6 

85.0* 

NA 

50.0 

Moved  headquarters  to  Switzerland;  managers  ore  Swedish,  Swiss,  German 

XTROLUX 

SWEDEN 

13.8 

83.0 

80.0 

20.0 

Of  50  top  managers  outside  Sweden,  only  five  are  Swedish 

LVO 

SWEDEN 

14.8 

80.0 

30.0 

10.0 

Solidly  Swedish  at  all  top  management  levels 

BRITAIN 

22.1 

78.0 

50.0 

16.0 

40%  of  top  170  executives  are  not  British;  top  ranks  include  four  other 
nationalities 

CMELiN 

FRANCE 

9.4 

78.0 

NA 

0.0 

Secretive,  centralized,  with  top  management  almost  entirely  French 

ECHST 

W.  GERMANY 

27.3 

77.0 

NA 

42.0 

No  foreigners  on  board,  but  most  foreign  operations  are  run  by  locals 

ILEVER 

BRITAIN/NETH. 

35.3 

75.0* 

70.0* 

27.0 

Five  nationalities  on  board,  thoroughly  stateless  management 

{  LIQUIDE 

FRANCE 

5.0 

70.0 

66.0 

6.0 

r      I*  1    •       / r"  "11                       1     «  "i            •  1                 If  ^1               1  1     f  1 

English  is  official  language,  but  it  considers  itself  thoroughly  French 

KCN 

JAPAN 

9.4 

69.0 

32.0 

14.0 

Foreigners  run  many  sales  subsidiaries,  but  none  in  top  ranks 

RTHERN  TELECOM 

CANADA 

6.1 

67.1 

70.5 

16.0 

Thoroughly  Canadian,  but  has  assumed  U.S.  identity 

MY 

JAPAN 

16.3 

66.0 

NA 

13.6 

Only  major  Japanese  manufacturer  with  foreigners  on  board 

fER 

W.  GERAAANY 

25.8 

65.4 

NA 

48.0 

No  foreigners  on  board,  but  six  of  25  business  groups  run  by  foreigners 

SF 

W.  GERMANY 

13.3 

65.0 

NA 

NA 

Relies  on  local  managers  to  run  foreign  operations,  but  none  in  top  ranks 

LLETTE 

U.S. 

3.8 

65.0 

63.0 

10.0* 

Three  foreigners  among  top  2 1  officers 

LGATE 

U.S. 

5.0 

64.0 

47.0 

10.0* 

CEO,  other  top  execs  hove  hod  several  foreign  posts;  many  multilingual 

NDA 

JAPAN 

26.4 

63.0 

35.7 

6.9 

Foreigners  running  offshore  plants,  but  none  at  top  levels  at  home 

IMLER  BENZ 

W.  GERMANY 

45.5 

61.0 

NA 

25.0* 

Similar  to  other  German  giants 

H 

U.S. 

62.7 

59.0 

NA 

NA 

Relies  on  locals  to  manage  non-U. S.  operations;  increasing  number  of 
foreigners  in  top  ranks 

U.S. 

6.0 

58.9 

40.5 

NA 

Nationals  run  foreign  operations,  but  none  in  top  ranks 

.  INTERNATIONAL 

U.S. 

5.1 

56.0 

62.0 

5.0* 

One  third  of  officers  are  foreign  nationals 

CA-COLA 

U.S. 

9.0 

54.0 

45.0 

0.0 

Ti                    LI               li.'        i"           1                       .             i                             1  •         L"      •    i              i'           1  1 

Thoroughly  multinational  management  group  making  big  international  push 

fITAL 

U.S. 

12.7 

54.0 

44.0 

NA 

Five  of  top  37  officers  ore  foreign;  most  foreign  operations  run  by  locals 

W  CHEMICAL 

U.S. 

17.6 

54.0 

45.0 

5.0 

Out  of  top  25  managers,  20  hove  experience  outside  U.S. 

INT-GOBAIN 

FRANCE 

11.6 

54.0 

50.0 

13.0 

Of  25  top  managers,  only  two  are  not  French 

ROX 

U.S. 

12.4 

54.0 

51.8 

0.0 

Major  joint  ventures  with  Rank,  Fuji  have  shaped  top  management  thinking 

rERPIUAR 

U.S. 

n.i 

53.0 

NA 

NA 

Of  top  five  executives,  four  have  foreign  experience,  including  CEO-elect 

WUn-PACKARD 

U.S. 

11.9 

53.0 

38.6 

8.0 

Five  of  top  25  officers  not  U.S.  citizens;  many  units  managed  offshore 

MENS 

W.  GERMANY 

36.3 

51.0 

NA 

44.0 

Some  business  groups  managed  from  outside  Germany  by  non-Germans  but 
none  on  management  board 

RNING 

U.S. 

3.1* 

50.0* 

45.0* 

NA 

Company  is  leader  in  use  of  joint  ventures  to  penetrate  markets 

MNSON  &  JOHNSON 

U.S. 

9.8 

50.0 

48.0 

NA 

First  foreign  national  on  board  in  1989;  senior  managers  include  foreign-bom 

ITED  TECHNOLOGIES 

U.S. 

19.8 

49.7 

26.7 

NA 

Because  of  U.S.  defense  business,  few  foreigners  at  top 

ISYS 

U.S. 

10.1 

49.0 

31.0 

10.0 

Aside  from  Japanese  joint  venture,  management  is  largely  American 

RCK 

U.S. 

6.0 

47.0 

NA 

NA 

Top  management  is  American,  but  foreign  nationals  run  overseas  operations 

SSAN 

JAPAN 

36.5 

47.0 

20.0 

2.9 

Foreign  operations  managed  by  locals;  completely  Japanese  at  headquarters 

1 

U.S. 

12.0 

46.0 

42.0 

15.0 

CEO  pushing  to  raise  foreign  sales  to  50%  of  total  by  1992 

PONT 

U.S. 

35.5 

44.0 

20.0 

24.0 

Has  two  foreign  directors,  both  Canadians,  but  top  management  is  heavily 
American 

kTSUSHITA 

JAPAN 

41.7 

42.0 

NA 

7.0 

American  named  No.  2  for  North  America,  but  no  foreigners  in  top  ranks 

IHZ 

U.S. 

6.0 

40.0 

41.0 

0.6 

CEO  is  Irish  citizen,  management  thoroughly  mixed 

G 

U.S. 

21.4 

40.0 

32.0 

NA 

International  operations  chief  recently  named  CEO 

=  not  available 
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cerned  about  the  Brazilian  economy,  I 
get  involved  with  the  Brazilian  school 
system,  I  get  involved  with  Brazilian 
trade,  I  make  myself  as  Brazilian  as  I 
can  be,"  says  Colgate-Palmolive  Co. 
Chief  Executive  Reuben  Mark.  At  the 
same  time,  local  ;'X(;cs  have  responsibil- 
ities to  New  York-based  product  manag- 
ers and  to  the  company  as  a  whole. 

Pledging  loyalties  to  different  coun- 
tries can  prove  tricky — particularly 
when  tii:  governments  of  those  coun- 
tries iiive  a  trade  dispute.  Digital 
Equipment  Corp.  often  finds  itself  on 
both  sides  of  these  spats,  as  it  did  when 
Vv'ashington  fought  Brazil's  policy  of 
limiting  imports  of  American  computer 
products  and  refusing  to  recognize  U.  S. 
technology  rights.  DEC  manufactures 
computers  in  Brazil  and  wanted  to  cool 
the  flap,  so  it  negotiated  a  deal  that 
guaranteed  it  continued  access  to  Bra- 
zil's market  while  satisfying  Washing- 
ton's concerns.  "Very  little  of  what  we 
do  is  black  and  white,  right  or  wrong," 
says  Clifton  Clarke,  dec's  manager  of 
international  trade  and  policy. 

As  the  new  global  companies  juggle 
identities,  they  are  shaking  up  old-style 
matrix  management,  in  which  both  geo- 
graphic and  product  managers  report 
via  separate  channels  to  top  managers 
at  headquarters,  who  reconcile  differ- 
ences. Today,  global  product  managers 
are  asserting  power  over  country  and 
regional  managers.  The  center  has  also 
given  up  some  power,  limiting  itself  to 
broad  strategic  issues,  finance,  and  per- 
sonnel. In  short,  the  old-fashioned  ma- 
trix is  "too  bureaucratic,  too  slow,  and 
too  expensive  in  today's  market,"  says 
Richard  Dulude,  a  member  of  Corning 
Glass  Works'  board  of  directors. 
HOME  TIES.  To  be  sure,  there  are  limits 
on  just  how  far  the  push  toward  state- 
lessness can  go.  "It's  difficult  for  me  to 
envision  a  company  that  is  not  tethered 
to  a  country,"  says  Xerox  CEO  Kearns. 
Likewise,  Germany's  Siemens,  with  half 
of  its  sales  outside  Germany,  will  al- 
ways be  "German-based,"  says  CEO 
Karlheinz  Kaske.  Japanese  corporate 
leaders  such  as  Nissan  Motors'  Takashi 
Ishihara  and  Sony's  Akio  Morita  also 
find  it  inconceivable  to  think  of  their 
companies  as  anything  but  Japanese. 

But  in  the  U.  S.,  the  debate  over 
American  companies'  loyalties  is  rising 
again.  Critics  such  as  Harvard  business 
school  professor  Robert  B.  Reich  argue 
that  companies  that  strike  their  futures 
abroad  do  not  deserve  preferential  tax 
treatment,  subsidized  financing,  and  na- 
tional research  grants.  "It's  getting  to 
the  point  where  there  is  no  American 
corporation,"  says  Reich.  At  the  same 
time,  foreign  rivals  with  growing  U.  S. 
investments,  such  as  Philips,  Thomson, 
and  Sony,  maintain  that  they  can  be  as 
loyal  !  o  U.  S.  interests  as  American  com- 


panies. They  argue  that  if  they're  mak- 
ing significant  investments  in  high-defi- 
nition TV  and  other  leading  technologies 
in  the  U.  S.,  they're  as  deserving  of  gov- 
ernment support  and  military  contracts 
as  any  U.  S.  company. 

Foreign  multinationals  are  also  be- 
coming increasingly  sophisticated  at  us- 
ing U.  S.  trade  laws  to  win  access  to 
markets  or  protect  themselves  against 
competitors.  Washington,  for  example, 
is  confronted  with  the  odd  prospect  of 
fighting  with  the  Europeans  to  defend 
the  right  of  Japanese  "transplants"  in 
the  U.  S.,  such  as  Honda,  to  export  their 


all  major  players  in  Europe,  for  exar 
pie,  has  helped  Europe's  economies  ar 
allowed  those  companies  to  mainta  0^'- 
dividends  and  preserve  American  jol  fft ' 
despite  slumps  at  home.  In  that  sens 
the  offshore  operations  of  many 
American  companies  can  spell  the  dAf  I 
ference  between  prosperity  and  penur  iw?!" 

But  when  a  U.  S.  company  goes  oi  uplt  '' 
shore  merely  to  make  parts  and  sh  tot 
them  back  home,  that  both  costs  Amei 
can  jobs  and  deepens  the  U.  S.  tra(  M  ^ 
gap.  In  such  cases,  executives  of  f(  giwM 
eign-based  world  companies  argue  th  jw, 
they  should  be  treated  no  different  liwtr. 


St  fOoi 


TEN  SERVICE  COMPANIES 
REACHING  TOWARD  'STATELESSNESS* 


Company 

Nationality 

Annual  sales 
Billions  of  U.  S.  $ 

Percentage  outside 
home  country 

REUTERS 

BRITAIN 

$1.9 

80.0% 

BERTELSMANN 

WEST  GERIMANY 

6.7 

68.0 

AMERICAN  INTERNATIONAL  GROUP      U.  S. 

14.2 

50.0 

CITICORP 

U.  S. 

13.8 

40.0 

MCDONALD'S 

U.  S. 

17.3 

30.8 

TIME  WARNER 

U.  S. 

10.8 

23.0 

DISNEY 

U.  S. 

4.8 

20.0  * 

AMERICAN  EXPRESS 

U.  S. 

25.0 

19.4 

FEDERAL  EXPRESS 

U.  S. 

5.2 

19.2 

MERRILL  LYNCH 

U.  S. 

11.3 

14.6 

DATA:  COMPANY  REPORTS 


American-made  cars  to  the  Continent. 
Both  Japanese  and  European  giants 
have  brought  antidumping  actions  in 
Washington  against  scrappy  Korean  or 
Taiwanese  competitors,  saying  they 
threaten  U.  S.  jobs. 

Judging  whether  a  multinational's 
pattern  of  activity  is  good  or  bad  for  a 
country  requires  close  analysis.  To  the 
extent  that  a  company's  global  opera- 
tions create  new  sales,  sustain  jobs  at 
home,  retain  control  of  key  technol- 
ogies, generate  profits,  and  pay  taxes, 
that  company's  strategy  is  in  relative 
harmony  with  its  home  country's  nation- 
al interests. 

The  fact  that  IBM,  Ford,  and  GM  are 


than  U.  S.  giants.  "What  difference 
there  between  a  foreign  company  th 
comes  here  and  provides  jobs  and  i 
American  company  that  ships  jol  astrj^j 
abroad?"  asks  Gordon  T.  Ray,  an  exec  [ 
tive  vice-president  of  NEC  America 

Central  to  the  debate  over  the 
world  corporations  is  a  riddle  that  1  iie  tjif ; 
one  has  been  able  to  fully  answer.  Nc  |  §1 
that  the  era  of  East-West  military  ai 
ideological  conflict  is  fading,  are  all 
dustrial  nations  part  of  one  big  hap] 
global   economy   where  nationali 
doesn't  matter?  Or  are  they  merely  € 
tering  a  new  stage  of  intensified  e(  « 
nomic  competition?  If  all  the  industri  ji 
ized  nations  have  submerged  th€ 
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'ests  in  pursuit  of  a  global  economy 
re  everyone  benefits,  then  giving 
ign  corporations  the  same  treatment 
heir  American  counterparts  makes 
e.  But  if  U.  S.  companies  are  headed 
tougher  competition  with  Japan,  for 
nple,  treating  Japanese  multination- 
:o  tax  and  research  benefits  is  eco- 
ic  foolishness. 

hat  is  clear  is  that  sorting  out  na- 
il economic  interests  will  be  harder 
I  ever.  Washington  can  now  barely 
itor  the  international  trade  and  in- 
ment  activities  of  U.  S.  businesses, 
Washington  is  nearly  blind  when  it 
es  to  determining  what  foreign  cor- 
.tions  are  doing  in  the  U.  S. 
IN  KNOTS.  Only  recently  did  the  In- 
al  Revenue  Service  intensify  its  ef- 
5  to  learn  whether  Japanese  multi- 
onals  pay  adequate  U.  S.  taxes, 
hington  is  also  tied  in  knots  on  such 
3s  as  requiring  foreign  multination- 
to  provide  information  on  their  in- 
ments,  what  constitutes  U.  S.  con- 
,  how  firmly  to  insist  on  investment 
procity  with  other  nations,  and 
ther  U.  S.  antitrust  strictures  should 
,pplied  to  big  foreign  companies  op- 
ing in  the  U.  S. 

t  the  same  time  that  most  govern- 
ts  want  to  regulate  world  corpora- 
3  better,  they  find  themselves  en- 
sd  in  a  furious  effort  to  capture 
e  of  the  estimated  $150  billion  a 

■  they  invest  across  national  bor- 
.  World  companies  choose  countries 
,  the  most  hospitable  atmosphere 

the  best-educated  work  forces, 
e  they  can't  command  U.  S.  compa- 
to  invest,  U.  S.  states  must  compete 
1  tax  incentives,  education  funding, 
infrastructure  improvements. 
I  this  sense,  there  has  been  a  rever- 
of  roles  between  government  and 
corporation.  Governments  act  as  if 

■  are  fully  sovereign  within  their 
borders  on  economic  policy,  but 

sless  corporations  have  increasingly 
ned  to  shape  national  climates  by 
ring  technology,  jobs,  and  capital.  "I 
Idn't  say  the  nation-state  is  dead," 
3  Unisys  Chairman  Blumenthal. 
t  the  sovereignty  has  been  greatly 
imscribed  . . .  even  for  a  country  as 
e  as  the  U.  S." 

I  this  world  of  transparent  borders, 
srnments  and  nations  that  fail  to 
.te  the  right  climate  will  find  their 
g  standards  and  well-being  short- 
iged.  But  those  that  can  extract  the 
sfits  that  stateless  corporations  can 
r  will  emerge  clear  winners. 

By  William  J.  Hotstein,  with  Stanley 
i  in  New  York,  Jonathan  Kapstein  in 
Ich,  Todd  Vogel  in  Stamford,  Conn., 
ph  Weber  in  Philadelphia,  and  bureau 
irts 


Matsushita  North  America's  Imura  and  Kraft,  its  first  American  president 


CAN  JAPAN'S  GIANTS 
CUT  THE  APRON  STRINGS? 


Top-to-bottom  control  from  Tokyo  frustrates  overseas  managers 


Japan's  leading  manufacturers, 
which  once  clung  to  domestic  pro- 
duction strategies,  have  become 
zealous  converts  to  the  new  creed  of 
globalization.  Scarcely  a  week  goes  by 
without  a  Japanese  company  announcing 
a  U.  S.  acquisition,  a  design  center  in 
Europe,  or  a  factory  in  Southeast  Asia. 

But  Japan's  international  managers 
have  a  long  way  to  go  to  catch  up  with 
their  U.  S.  and  European  counterparts. 
Only  a  handful  of  Japanese  companies — 
mainly  in  autos,  electronics,  tires,  and 
steel — have  put  full-fledged  research 
and  production  bases  abroad.  Most  of 
Japan's  overseas  investment  has  been  in 
assembly  plants,  with  more  sophisticated 
design  and  manufacturing  work  kept  at 
home.  Ricoh  Corp.'s  copier  plant  in  Ir- 
vine, Calif.,  for  example,  triggered  Euro- 
pean protests  of  quota  violations  when  it 
began  exporting  to  Europe  because  its 
copiers'  U.  S.  content  was  so  low. 

The  Japanese  management  structure 
is  also  still  mainly  home-based.  Even 
low-level  decisions  must  come  out  of 
face-to-face  meetings  in  Tokyo.  U.  S.- 
based  managers  make  grueling  13-hour 


trips  for  one-day  meetings  so  often  that 
they  call  them  "kamikaze  flights."  This 
consensus-building,  involving  thousands 
of  trips  a  year,  has  made  Japanese  com- 
panies especially  effective  in  carrying 
out  decisions,  but  critics  argue  that  it's 
self-defeating  as  the  manufacturing  gi- 
ants expand.  "It's  their  Achilles'  heel," 
says  Harvard  business  school  manage- 
ment professor  Christopher  A.  Bartlett. 

Heavy-handed  control  also  plays  havoc 
with  efforts  to  retain  foreign  executives. 
Two  top  American  managers  of  Mazda 
Motor  Corp.'s  Flat  Rock  (Mich.)  plant 
quit  last  October  because  they  were 
shut  out  of  key  decisions.  Since  it  was 
the  second  round  of  defections,  Mazda 
replaced  them  with  Japanese.  And  just 
months  after  Bridgestone  Corp.  named 
an  American  as  chief  of  its  recently  ac- 
quired Firestone  Tire  &  Rubber  Co.,  it 
sent  Chairman  Teiji  Eguchi  directly  to 
Akron  to  help  oversee  the  integration. 
SUING.  At  dozens  of  other  Japanese  sub- 
sidiaries, U.  S.  executives  have  quit,  and 
some  are  suing  their  employers  for  fail- 
ing to  live  up  to  agreements.  In  a  study 
of  American  managers  at  31  Japanese- 
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owned  companies  in  the  U.  S.,  the  Uni- 
versity of  Michigan's  Vladimir  Puciit 
found  that  even  the  nu<st  gung-ho  Amer- 
icans felt  they  had  loo  little  responsibil- 
ity and  too  few  '.h. mces  for  promotion. 

Japanese  executives  acknowledge  that 
their  overseas  units  are  far  less  autono- 
mous than  foreign  subsidiaries  of  West- 
ern-style world  companies.  "We're  10  to 
20  years  i-ehind  in  internationalization," 
says  Shoichiro  Irimajiri,  senior  manag- 
ing director  at  Honda  Motor  Co.  But 
Irimajiri  and  other  corporate  leaders  in- 
sist that  the  gap  will  largely  disappear. 

To  catch  up,  the  Japanese  are  begin- 
ning to  design  and  engineer  more  prod- 
ucts in  the  U.  S.  and  Europe,  they're 
buying  more  parts  locally,  and  they're 


Honda,  which  sells  more  cars  in  the 
U.  S.  than  in  Japan,  has  set  up  largely 
independent  design,  production,  and 
sales  operations  in  North  America.  The 
company's  new  Accord  station  wagon, 
which  hits  American  showrooms  this 
year,  was  designed  at  Honda's  Califor- 
nia studio  and  will  be  engineered  and 
built  in  Marysville,  Ohio.  But  the  tech- 
nology came  from  Honda's  research  and 
development  center  in  Tochigi. 

Although  Honda's  North  American 
operations  are  still  managed  by  a  Japa- 
nese executive  based  in  Tokyo,  Honda's 
U.  S.  executives  appear  to  have  more 
power  than  their  counterparts  at  many 
other  Japanese  companies.  "I've  never 
felt  that  my  hands  were  tied,"  says 


the  early  experiments  in  the  internatio 
alization  of  [Matsushita's]  manag 
ment,"  says  Kraft.  He  still  reports 
Matsushita's  U.  S.  chief,  Akiya  Imura. 

American  companies  in  Japan  ha' 
been  much  quicker  to  localize  their  ma 
agements.  A  Japanese  has  headed  IE 
Japan  since  1941,  just  two  years  aft 
Big  Blue  opened  its  first  factory  in  th\ 
country.  And  many  American  companij 
operate  in  Japan  through  Japanese-m 
aged  subsidiaries  or  joint  ventures. 
PLAN  IN  PLACE.  The  language  barrier 
partly  to  blame  for  Japanese  compani 
slowness  to  delegate  responsibility, 
deep-seated  preference  for  centraliz 
planning  also  plays  a  role.  "When  t 
plan  is  in  place,  you  don't  mess  with  i 


Assembling  Ricoh  copiers  in  California:  Sophisticated  research,  design,  and  manufacturing  remain  mostly  in  Japan 


donating  millions  to  charity  and  civic 
causes.  Keizai  Doyukai,  an  association 
of  top  executives,  is  also  calling  on  Japa- 
nese companies  to  promote  more  for- 
eigners to  senior  posts.  "To  be  truly  lo- 
calized, a  Japanese  company  in  West 
Germany  should  be  regarded  as  totally 
West  German,  and  in  America  as  totally 
American,"  says  Akio  Tanii,  president  of 
Matsushifei  Electric  Industrial  Co.,  which 
manufactures  in  28  countries. 
FIRST  ON  BOARD.  The  Japanese  manufac- 
turers that  come  closest  to  being  state- 
less are  Sony  Corp.  arid  Honda.  Sony 
earned  66%  of  its  $16.3  billion  in  reve- 
nues abroad  in  the  year  that  ended  in 
March,  1989,  and  it  keeps  a  loose  rein  on 
its  far-flung  operations.  Chairman  Akio 
Morita  is  cultivating  a  corps  of  interna- 
tional managers  so  that  Sony  can  better 
understand  foreign  markets.  Last  year, 
Sony  became  the  first  large  Japanese 
manufacturer  to  name  foreigners,  one 
American  and  one  Swiss,  to  its  board. 


Scott  N.  Whitlock,  senior  vice-president 
and  plant  manager  for  Honda  of  Ameri- 
ca Manufacturing  Inc.  in  Marysville. 

But  even  Sony  and  Honda  occasionally 
betray  a  startling  lack  of  savvy.  The 
book  A  Japan  That  Can  Say  No,  co- 
authored  by  Sony's  Morita,  enraged 
members  of  Congress  by  calling  the 
U.  S.  a  declining  power,  and  Honda's 
American  management  got  caught  up  in 
a  racial-discrimination  lawsuit  over  hir- 
ing practices  in  Ohio. 

Other  Japanese  companies  have  been 
slower  to  put  Americans  or  other  for- 
eigners in  top  positions.  When  Matsu- 
shita Electric  Corp.  of  America  named 
an  American,  Richard  A.  Kraft,  as  presi- 
dent and  chief  operating  officer  in  April, 
1989,  it  was  a  first  in  the  U.  S.  subsid- 
iary's 30-year  history.  It  took  Kraft,  a 
former  Motorola  executive,  16  years  to 
reach  the  No.  2  spot  in  Matsushita's 
North  American  operations.  "I  look  at 
myself,  even  after  16  years,  as  one  of 


says  David  M.  Merchant,  an  ex-vice-pn 
ident  at  Mazda  USA  who  quit  in  1988. 

Yoshihiro  Tsurumi,  a  specialist  in  J; 
anese  corporate  strategy  at  New  Yorl 
Baruch  College,  says  Japanese  comj 
nies  will  continue  to  keep  tight  reins 
sending  Japanese  executives  abroad 
longer  assignments  and  by  relying 
"hardware"  solutions,  such  as  videoc 
ferencing  and  faxes.  "This  is  really  oc 
pation-force  style,"  says  Tsurumi.  ' 
just  send  all  your  managers  in." 

Other  management  experts  argue  t 
Japanese  companies  are  trying  to 
global"  without  "becoming  local" 
U.  S.  and  European  companies  have 
tempted  to  do.  Right  now,  that's 
case.  But  with  most  Western  obstacL 
Japan's  corporations  are  likely  to  fi 
their  way  out  of  this  one  with  disti, 
tively  Japanese  solutions. 

By  Amy  Borrus  in  Tokyo,  with  WeK 
Zellner  in  Detroit  and  William,  J.  Holst\ 
in  New  York  1 
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THE  TRAVELERS  RANKED  AS  ONE  OF 
AMERICAS  TOP  INVESTMENT  MANAGERS 
IN  1989.  AND  IN  1988, 1987 1986... 


THE  BOTTOM  LINE  IS  YOUR 
FINANCIAL  PEACE  OF  MIND. 


As  one  of  America's  leading  institutional  investors,  we  have  helped  the  assets  of 
over  5,000  customers  grow.  Our  Diversified  Portfolio  Management  program  is  a  striking 
example  of  our  strength  and  expertise  in  this  field,  rankiiYg  in  SEI's''  top  quartile  for  the 
last  5  years.  ' 

This  consistent  strength  and  emphasis  on  performance  underlies  all  our  products 
and  services .  We  back  them  with  125  years  of  experience,  a  commitment  to  customer 
service,  and  the  power  of  our  $50  -f  billion  in  assets. 

This  makes  The  Travelers  a  wise  choice  for  your  company's  insurance,  investments 
and  financial  services.  And  an  imperative  choice  for  your  financial  peace  of  mind. 

'Balanced  fund  universe    The  Travelers  Companies,  Hartford,  Connecticu|  06183  .         '        ,  i 
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Well,  it's  not 
because  they've 
happened  upon  one 
of  the  new  versions 
of  Lotus  Corpora- 
tion's 1-2-3' program. 

That  wouldn't 


change  a  person's  outlook  too  much. ' 

No,  they're  discovering  some- 
thing far  more  radical  than  a  new  ver- 
sion of  an  old  product  Something  called 
Microsoft  Excel  for  Windows: 

You  see,  Microsoft  Excel,  in  tan- 
dem with  the  Wmdows  environment, 


poi 
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ae  discovering 

le  second  time. 


Check  it  out  firsthand.  Get  the  Microsoft 
Exa  l  Working  Model  for  only  $9. 95. 


lables  people  to  experience  a  new, 
ore  pleasurable,  way  of  computing. 

As  well  as  a  virtual  laundry  list 
benefits  that'll  surely  benefit  you. 

Like  the  ability  to  view  and  link 
ita  on  several  spreadsheets  with  a  sim- 
e  point  and  click,  create  customized 


macros,  annotate  cells,  even  access  in- 
formation fi"om  the  corporate  database. 

You  can  also  share  data  with  doc- 
uments created  in  our  word  processor, 
Word  for  Wmdows. 
Which  means  when 
you  make  a  change 
in  a  spreadsheet,  any  ^ 
linked  Word  docu- 
ments are  automat- 
ically updated.  It's 
that  simple. 

And  it  doesn't  stop  there.  You 
can  easily  create  compelling  charts  and 
spreadsheets  that  will  impress  your 
clients.  Not  to  mention  yourself 

The  bottom  line  is  that  once 
you've  switched  you'll  be  able  to  do  rou- 
tine work  easier  and  faster  And  best 
of  all,  you'll  find  that  you  can  do  things 
you  were  never  able  to  do  before. 

All  you  need  to  run  Microsoft 
Excel  is  a  286/386"  computer  with  a 
mere  640K  of  memory.  Which  is  prob- 
ably less  than  you  thought  possible. 

So  call  (800)  541-1261,  Depart- 
ment L36,  and  order  our  Working  Model 
for  $9.95?  It's  worth  it.  After  all,  this 
isn't  just  any  old  spreadsheet  program. 

Miaosoft 

Making  it  all  make  sense 
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TRANSPORTATION  mSOS^ 


Will  AMERICA  WEST  HAND 
CARL  ICAHN  A  PARACHUTE? 


A  decii  for  TWA's  domestic  system  would  be  sweet,  but  some  big  'ifs'  have  to  be  overcome 


fterofi 

ti  tat! 


When  Carl  C.  Icahn  took  over 
Trans  World  Airlines  Inc.  in 
1986,  he  vowed  to  change 
from  raider  to  manager:  He  would  ex- 
pand domestic  operations,  cut  costs,  and 
transform  the  carrier  into  a  money-mak- 
er. If  it  didn't  work  out,  he  said,  he  could 
always  liquidate. 

Well,  it  didn't  work  out.  Icahn  did 
wrest  more  than  $1  billion  in  labor  con- 
cessions and  $250  million  in  other  costs 
out  of  TWA.  But  flagging  traffic  and  a 
massive  debt  load  are  creating  huge 
losses.  Now,  twa's  net  worth  is  eroding 
daily  (charts),  and  Icahn  is  seeking  an 
escape  slide. 

Since  last  summer,  the  raider-turned- 
operator  has  played  a  high-stakes  game 
of  chicken  with  his  unhappy  labor 
unions.  Unless  they  granted  him  $100 
million  in  additional  concessions,  he 
threatened  to  sell  off  the  airline  piece- 
meal. To  make  his  point,  Icahn  has  al- 
ready agreed  to  sell  $823.5  million  in 
assets.  But  business  week  has  learned 
that  he  has  now  increased  the  pressure 
by  negotiating  to  sell  his  domestic  opera- 
tions to  PhoenLx-based  America  West 
Airlines  Inc.,  a  nonunion  carrier. 
SWEET  DEAL.  Sources  close  to  the  negoti- 
ations say  there  is  a  $500  million  plan  in 
the  works  whereby  America  West  would 
take  over  the  bulk  of  TWa's  domestic 
system.  That  includes  the  carrier's  huge 
hub  in  St.  Louis.  Icahn  would  upgrade 
his  ancient  fleet  by  adding  newer  air- 
craft and  then  would  lease — not  sell — 
100  planes  to  America  West.  He  would 
also  help  the  Phoenix  company  finance 
the  deal  by  lending  it  up  to  $250  million. 
Meantime,  Icahn  would  keep  TWa's  in- 
ternational routes  and  the  lucrative  Kan- 
sas City  maintenance  hub. 

The  deal  would  let  America  West 
Chairman  Edward  Pv.  Beauvais  expand 
eastward.  It  would  free  Icahn  from  the 
hotly  competitive  domestic  airline  indus- 
try while  preserving  a  stream  of  cash 
from  the  airplane  leases.  "It's  a  beauti- 
ful solution  for  [Icahn],"  says  Kent 
Scott,  chairman  of  the  executive  commit- 
tee of  twa's  pilots'  union.  But,  he  adds, 
"I  don't  know  how  it  can  work." 

Indeed,  it's  unclear  how  Icahn  and 
America  West  would  divvy  up  twa's 


workers  or  settle  divergent  pay  scales. 
And  any  deal  hinges  squarely  on  that.  In 
an  interview,  Icahn  refused  to  confirm 
or  deny  any  talks  about  the  deal.  But 
participants  in  a  May  1  meeting  among 
Icahn,  America  West  President  Michael 
J.  Conway,  and  union  officials  say  it 
shed  little  light  on  the  labor  question. 

America  West  is  proud  of  being  a  non- 
union carrier.  Taking  on 
members  of  the  Air 


Line  Pilots  Association  and  the  Interr  sver. 
tional  Association  of  Machinists  wov  j-jMe] 
be  enormously  complicated  and  ecu  i  a  a 
open  up  the  Phoenix  airline  to  a  uni  icii" 
vote.  Many  machinists  would  stay  vn  ^m' 
Icahn  as  part  of  the  Kansas  City  mainl  mm 
nance  unit.  But  the  union  insists  it  ■wpa 
fight  for  control  of  TWA  before  it's  die 
up.  Says  Brian  Freeman,  investment  ajlasiift 
viser  to  the  machinists:  "This  is 
ing  to  be  a  major  brouhaha." 
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lat  may  be  just  what  Icahn  wants. 
1  as  he  offers  America  West  as  an 
•native  to  liquidation,  he's  dangling 
her  offer  in  front  of  union  leaders: 
ley  grant  wage  cuts,  he  would  keep 
lirline  and  buy  as  many  as  100  Air- 
narrow-body  jets.  Union  officials 
f  at  the  idea.  But  the  move  is  vin- 
Icahn.  By  putting  as  many  options 
he  table  as  possible — each  with  its 
tradeoffs — the  TWA  chairman  is 
ng  the  unions  to  deal.  America 
t,  union  buyout,  concessions — in  any 
t  Icahn  gets  out  of  a  tight  spot. 
EDIVE.  TWA  is  running  out  of  time, 
jver.  Icahn  admits  that  operations 
:  eroded  so  quickly  that  he  may  soon 
:  to  tap  his  own  $1.3  billion  cash 
d  to  keep  it  afloat.  In  the  eyes  of 
y  investors,  TWA  is  already  too  sick 
inyone  to  want  the  whole  thing. 
!cent  results  have  been  bleak.  Since 
n  took  it  private  in  October,  1988, 
has  been  groaning  under  the  weight 
!.6  billion  in  debt  and  leases.  Income 
Iropped,  and  cash  flow  has  shriveled 


TWA  IS  LOSING 
MONEY  AGAIN... 


FDOIURS 


ID  If  S  NET  WORTH 
IS  PLUMMETING 


DATA;  COMPANY  REPORTS 


more  quickly  than  anyone  expected. 
When  most  carriers  were  posting  record 
profits,  1989  proved  disastrous  for  TWA. 
Flat  revenues  and  nearly  $500  million  in 
interest  and  capital  lease  expenses  creat- 
ed a  $298.5  million  loss.  Net  worth  has 
evaporated,  forcing  the  carrier  to  repay 
$73.3  million  in  debt  for  breaking  a  loan 
covenant. 

Worse,  TWa's  losses 
are  outpacing  last 
year's.  The  carrier  may 
report  a  loss  of  $100 
million  in  the  first  quar- 
ter of  1990,  up  from  an 
$83  million  first-quarter 
loss  a  year  ago.  And 
Dillon  Read  &  Co.  ana- 
lyst Raymond  E.  Neidl 
is  projecting  losses  be- 
fore taxes  and  invest- 
ments of  $370  million  in 
1990.  Says  one  institu- 
tional holder:  "People 
are  getting  nervous." 

The  trouble,  accord- 
ing to  former  execu- 
tives and  consultants  to 
the  company,  is  that 
Icahn  has  been  operat- 
ing TWA  without  a  long- 
term  strategy.  While 
most  carriers  spent  the 
last  two  years  buying 
planes  and  beefing  up 
marketing,  TWA  stood 
still,  twa's  fleet  is  one 
of  the  oldest  in  the  air. 
Its  planes  average  more  than  15  years, 
and  some  are  25  years  old.  Keeping  old 
planes  safe  costs  twice  as  much  as  main- 
taining new  ones,  says  Avmark  Inc.,  a 
Washington  (D.  C.)  aviation  consulting 
firm.  And  the  worn-out  appearance  does 
nothing  for  passenger  confidence. 

As  the  ire  of  TWa's  pilots  and  flight 
attendants  grows  over  Icahn's  policy, 
service  has  suffered,  too.  According  to 
Transportation  Dept.  statistics,  twa  got 
more  complaints  in  1989  than  any  other 
carrier  except  Pan  American  World  Air- 
ways Inc.  and  bankrupt  Eastern  Airlines 
Inc.  TWA  ridership  increased  by  less  than 
1%  last  year. 

TAKING  A  FLIER?  For  America  West,  the 
linkup  with  TWA  could  be  enormously 
risky.  Beauvais  is  known  in  the  industry 
for  taking  big  chances.  But  while  Ameri- 
ca West's  earnings  were  strong  last 
year,  it  has  expanded  too  quickly  in  the 
past,  creating  a  $45  million  loss  in  1987. 
Given  that  twa's  middle-management 
ranks  are  thin,  Beauvais  wouldn't  get 
much  help  in  consolidating  a  troubled 
airline.  And  because  America  West's 
debt  is  currently  79%  of  capital,  it  al- 
ready operates  with  heavy  interest  ex- 
pense and  little  flexibility. 

Nevertheless,  access  to  the  Northeast 
and  Florida  markets  provides  a  strong 


AMERICA  WEST'S  BEAUVAIS 

WHAT  AMERICA 
WEST  WANTS 

►  TWA's  U.  S.  operations 
1989  revenues:  $2.9  billion 
1989  operating  ea  m  trigs: 
$9.9  million 

►  St.  Louis  hub 

►  100  airplanes 

►  80  cities  served 
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lure.  In  addition  to  the  St.  Louis  hub, 
TWA  offers  gates  in  New  York  City  and 
Washington,  D.  C.  The  deal  is  made  even 
sweeter  by  Icahn's  promise  to  provide 
financing  and  some  new  planes.  Beau- 
vais did  not  return  phone  calls  from 
BUSINESS  WEEK,  but  he  has  never  con- 
cealed his  desire  to  expand.  Currently 
No.  9  in  the  airline  in- 
dustry, with  almost  $1 
billion  in  1989  revenue, 
America  West  would 
vault  to  No.  6  with 
TWA's  $2.9  billion  in  do- 
mestic revenues. 

As  for  Icahn,  sources 
familiar  with  his  think- 
ing say  he  hopes  to  cre- 
ate a  "boutique"  airline 
with  TWA's  international 
business.  He  would 
keep  four  or  five  do- 
mestic routes  to  feed  in- 
ternational traffic  and 
cut  a  marketing  agree- 
ment with  America 
West  to  supply  even 
more  passengers  to 
New  York  City's  John 
F.  Kennedy  Internation- 
al Airport.  Icahn  ex- 
pects demand  for  inter- 
national routes  to  heat 
up  eventually,  at  which 
time  he  could  sell  them. 

But  shoring  up  TWA's 
North  Atlantic  business 
will  be  tough.  The  carri- 
er has  already  been  discounting  heavily 
to  boost  international  traffic,  and  its 
most  profitable  routes,  those  between 
New  York  and  Europe,  face  torrid  com- 
petition from  foreign  airlines  known  for 
high-quality  service.  Moreover,  giant  do- 
mestic carriers  such  as  American  Air- 
lines Inc.  and  Delta  Air  Lines  Inc.  are 
expanding  international  hubs  in  cities 
such  as  Chicago  and  Atlanta — and  even 
smaller  locations  such  as  Cincinnati  and 
Raleigh,  N.  C.  "It  diminishes  the  impor- 
tance of  Kennedy  [twa's  international 
hub],"  says  Jean-Claude  Baumgarten, 
U.  S.  general  manager  for  Air  France. 

Given  twa's  weakness,  keeping  it 
aloft — with  or  without  America  West's 
help — will  be  a  true  test  of  Icahn's  sto- 
ried dealmaking  skills.  His  inability  to 
easily  find  a  buyer  signals  that  liquida- 
tion might  be  difficult.  And  TWa's  unions 
are  furious  that  their  givebacks  are 
funding  the  debt  Icahn  used  to  take  twa 
private.  Even  Stephen  M.  Wolf,  chair- 
man of  rival  UAL  Corp.,  is  convinced  that 
"employees  at  TWa  are  paying  for  Mr. 
Icahn's  transaction."  As  he  looks  around 
for  the  emergency  exit,  Icahn  may  long 
for  the  hit-and-run  life  of  a  raider. 

By  Todd  Vogel  iji  ML  Kisco,  N.  K,  rvith 
James  E.  Ellis  in  Chicago  and  Eric  Schine 
in  Los  Angeles 
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THE  CAST  MILL:  $3.5  BILLION  IN  WRrTE-DOWNS  HELPED  REVIVE  USX's  STEEL  BUSINESS 


WHY  USX  ISN'T  AFRAID 

OF  THE  BOGEYMAN  

The  battle  isn't  over,  but  Carl  Icahn  no  longer  seems  so  menacing 


anagers  ar  USX  Corp.  don't 
rem  to  worn"  much  about  Carl 
IC.  Icahn  these  days.  \Mien  ru- 
mors swled  on  Wall  Street  last  Decem- 
ber that  Icabji  was  mounting  a  bid  for 
USX.  Chief  Executive  Charles  A.  Corr>- 
and  his  lieutenants  were  unfazed.  They 
casually  sipped  cocktails  at  a  New  York 
Cit>"  press  lunch.  On  the  jet  back  to 
Pittsburgh  headquarters.  Corn."  and  his 
men  napped  or  played  gin  rummy. 

Now.  Corry  is  equally  confident  as 
proxy  agents  prepare  to  count  ballots 
after  USX's  May  7  annual  meeting.  The 
main  issue:  a  nonbinding  vote  on  Icahn's 
proposal  to  split  USX  in  tw-o  by  spinning 
off  S(Ff  of  its  .§5.7  billion  steel  unit  to 
shareholders,  '^"hile  Corn."  can  see  possi- 
ble advantages  to  a  more  modest  spin- 
off, he  says  now  isn't  the  time.  The  bet- 
ting is  running  against  Icahn  in  the  vote, 
which  won't  be  tallied  until  mid-May. 
TURNABOUT.  Corr\'"s  equanimity  shows 
how  fortunes  have  changed  for  USX  and 
Icahn  since  the  raider  began  acquiring 
USX  shares  in  1986.  Last  year,  the  ener- 
gy and  steel  concern  posted  S96-5  million 
in  profits  on  S1S.7  billion  in  sales,  for  an 
IS^c  return  on  equit\".  As  for  Icahn.  his 
attack  on  USX  is  floundering.  His  long 
campaign  to  buy  the  company  or  push  it 
into  a  big  restructuring  has  been  de- 


railed by  the  crumbUng  jimk-bond  mar- 
ket. And  he  is  unlikely  to  be  able  to  sell 
his  13^<:  stake  in  USX  without  slicing  the 
S300  million  paper  profit  on  his  S800  mil- 
lion investmenL  "USX  has  become  a  long- 
term  investment,  whether  Carl  likes  it  or 
not,"  says  Andrew  Gray  III.  an  oil  ana- 
lyst at  Donaldson.  Ltifkin  &  Jenrene  Se- 
curities Inc.'s  Pershing  Div. 

Nevertheless.  Icahn's  proposal  has  ad- 
dressed the  core  issue  for  many  inves- 
tors: how  to  unlock  USX's  tmrealized  val- 
ue. Since  1982.  the  steelmaker  has  spent 
SIO  billion  on  energ>"  acquisitions,  start- 
ing with  S6  billion  for  Marathon  Oil  Co.. 
in  a  strateg}"  to  balance  steel's  cychcal 
earnings.  But  USX's  stock  has  only 
slightly  outpaced  the  steel  stocks  dtiring 
the  past  16  months —  ^^^^^^^^m 
while  drastically  un- 
derperforming  the 
oils.  Even  if  Corry 
wins  the  vote,  "he  will 
be  tmder  tremendous 
pressure  to  maximize 
shareholder  value." 
says  Martin  D.  Sass. 
president  of  M.  D. 
Sass  Investors  Ser- 
\ices,  a  USX  investor. 

But  how'?  Since 
19'9.  former  Chief  Ex- 
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eeutive  Da\id  M.  Roderick  and  his  u 
ad\iser  and  successor,  Corr.'.  have  so 
off  S7  billion  in  underperforming  bu 
nesses  and  cut  jobs  by  69^c.  to  53.61 
They  turned  the  near-bankrupt  steel  m 
into  a  money-maker  by  slashing  its  si. 
with  S3.5  billion  in  write-downs.  Th 
slow,  painstaking  approach  began  'oez 
ing  fruit  in  1987.  when  USX  posted  pre 
its  of  S219  million.  Since  1987.  usx  h 
made  some  S4  bilhon  in  capital  invei 
ments  and  has  paid  So  biUion  in  debt  aj 
other  financial  obligations,  slashing  S2 
milhon  in  annual  interest  costs. 

'With  the  big  restructuring  don 
Corry  believes  that  the  best  way  to  su 
value — for  the  moment — is  to  impro' 
his  core  businesses  rather  than  sp 
them  up.  "I  take  a  longer  \iew  than  Si 
Icahn,"  says  the  5S-y ear-old  Corrj-.  w' 
became  chief  executive  last  Jtme.  "If  ^ 
can  improve  our  operations,  the  sha 
price  wiU  do  well.'" 

USX  has  its  problems.  One  is  Texas  ( 
&  Gas  Corp..  acquired  by  Roderick  f 
S3  billion  in  USX  stock  in  1986.  It  hasi 
made  a  dime  from,  operations  sine 
Corn,-  has  put  the  tmit's  gas  reserv'es 
for  sale.  But  instead  of  selling  six  pre 
ernes  for  at  least  SI  billion,  as  he  h; 
hoped,  analysts  say  he  may  sell  just  t^ 
for  tmder  S500  million.  Bidders  compls 
that  the  fields  are  overexplored. 
liARKET  TEST.  That  leaves  steel.  In  19 
and  ly^y,  the  steel  operations  post 
their  highest  profits  in  a  decade.  A 
while  Corr}"  has  studied  spinning  c 
20^  to  the  public,  insiders  say  he  I 
lieves  the  imit  will  fetch  the  high€ 
price  once  it  proves  to  WaU  Street  th 
steel  can  weather  a  downturn  witho 
losses.  So  today  could  be  the  worst  tii 
for  Icahn's  proposed  spin-off.  A  soft* 
ing  steel  market  should  clip  the  uni 
profits  by  '3(fi  this  year,  to  S300  milli< 
The  wesikness  in  steel,  combined  wi 
the  troubles  at  Texas  Oil  &  Gas.  m 
drag  companj-wide  earnings  down  tl 
year  by  2(Ff.  to  S768  million,  estimat 
Da\id  N.  Fleischer,  an  anal\-st  at  Pi 
dential-Bache  Securities  Inc. 

That's  why  Corn,-  insists  that  Icahi 
proposed  spin-off  shouldn't  even  be  a 
sidered  until  the  steel  market  turns  i 

  w-ard  in  1991  or  191 

Any  spin-off  "has  g 
to  be  done  inteUige: 
ly.  and  the  timi 
should  be  right," 
says.  As  he  approai 
es  the  showdown 
USX's  34-year  bat 
with  Icahn,  Corry 
acting  like  a  man  w 
knows  that  time  is 
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Every  decision  should  be  as  clear-cut  as  your  choice  of  Bostoniau.  These  wingtips  are 
trimmer,  more  richly  detailed.  And  more  comfortable.  With  cushioned  innersoles 
and  glove-soft  leather  linings.  About  $115.  For  nearby  stores,  call  1-800-444-2624. 
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LPH  WARNER: 

l¥  WITHOUT  LAWYERS 


Dick  the  Butcher,  a  roguish 
character  in  William  Shake- 
speare's Henry  VI,  Part  II,  won 
a  place  in  the  hearts  of  genera- 
tions by  urging  that  his  com- 
rades "kill  all  the  lawyers." 
Ralph  Warner  is  a  modern  rebel 
with  a  less  bloody  idea:  Do  with- 
out them. 

He  has  built  a  business  on  it. 
Warner,  48,  is  the  owner  of 
Nolo  Press  Inc.,  the  nation's 
biggest  publisher  of  self-help 
law  books.  He  believes  many  le- 
gal matters,  such  as  wills, 
deeds,  or  uncontested  divorces, 
can  be  handled  without  consult- 
ing the  "priesthood"  of  attor- 
neys. Nolo  has  lately  prospered 
1  a  new  wave  of  interest  in  self-help  law.  It  earned 
,000  on  sales  of  $5  million  in  1989,  and  Warner  forecasts 
sales  of  $6.5  million. 

s's  a  product  of  the  system  he's  challenging.  A  graduate 
rinceton  and  the  University  of  California  at  Berkeley's  law 
ol,  he  clerked  for  a  federal  appeals  court  judge  in  San 
icisco  and  became  a  Legal  Aid  lawyer.  His  publishing 
er  began  in  1971  with  a  book  on  do-it-yourself  divorce, 
ith  50  employees  in  a  converted  clock  factory  in  Berkeley, 
)  has  published  55  books.  They  cover  everything  from 
ting  contracts  to  providing  for  pets  in  wills.  Warner's  best- 
ir is  WillMaker,  a  $60  software  package  that  accounts  for 
■ly  a  third  of  its  revenues.  Now,  he  is  focusing  on  texts 
cover  laws  beyond  California.  Many  bar  members  scowl 
jlf-help  law,  and  Warner  admits  that  in  conflicts  it's  wiser 
ire  an  attorney.  But  he  argues  that  he  can  "de-lawyer" 
y  legal  matters.  "At  the  low  end,  it's  just  information,"  he 
.  Dick  the  Butcher  would  concur. 

By  Maria  Shao  in  Berkeley 


ACON  HILL  NANNIES: 

lULL  MARKET  IN  BABYSITTING 


fhen  stockbro- 
kers Julie  Pel- 
Paula  Chiungos, 
Katherine  Robin- 
began  planning 
eave  the  Boston 
;e  of  Kidder  Pea- 
I  &  Co.  and  start 
r  own  nanny  busi- 
3,  colleagues 
■fed.  "Nannies? 
)  needs  nannies?" 
;d  one  male  bro- 
That  was  in  the  fall  of  1987.  That  October,  the  stock 
ket  crashed,  and  many  of  their  fellow  brokers  were  job- 
.  Admits  Robinson:  "Our  timing  was  incredibly  lucky." 
ut  Beacon  Hill  Nannies  Inc.  has  flourished  on  more  than 
.  Chiungos  (left),  41,  Robinson  (center),  33,  and  Pellatt 


(right),  30,  have  built  a  thriving  business  by  catering  to  the 
same  well-heeled  client  base  they  served  as  stockbrokers.  Bea- 
con Hill  nannies  are  all  upscale — young,  college-educated 
women.  Chiungos  likes  to  think  of  her  nannies  as  "role  mod- 
els" to  children  of  the  professional  class.  Most  of  them  stay 
two  or  three  years  before  going  on  to  careers  in  teaching  or 
other  professions. 

Clients  are  encouraged  to  be  choosy.  Each  customer  screens 
videotaped  interviews  of  up  to  a  dozen  aspiring  nannies  before 
meeting  candidates.  And  if  a  nanny  doesn't  work  out,  within 
the  first  year  the  company  will  replace  her  for  no  additional 
fee.  The  service  doesn't  come  cheap.  Customers  pay  $375  to 
apply  and  $2,600  when  they  select  a  nanny.  The  nannies  them- 
selves get  paid  about  $20,000  a  year,  almost  50%  higher  than 
the  local  average.  Last  year,  Beacon  Hill  had  revenues  of 
$500,000,  about  double  from  those  of  a  year  before.  The  next 
step  is  expansion:  The  three  are  thinking  about  opening  a 
West  Coast  office.  The  demand  for  nannies,  they  have  found, 
is  a  lot  more  consistent  than  the  demand  for  stocks. 

By  Robert  Duffy  in  Boston 


HITASHI ITO: 

U.S.  HOTELS  WITH  A  JAPANESE  TWIST 


itashi  Ito,  like 
imany  other  ex- 
ecutives, studied  eco- 
nomics in  college. 
But  it's  what  he  did 
afterward  that 
makes  the  chairman 
of  Hotel  Nikko  USA 
unusual.  In  1952,  Ito 
re-enrolled  at  Kyo- 
to's Doshisha  Uni- 
versity for  a  second 
degree — in  English 
literature.  He  wrote  his  thesis  on  Willa  Cather,  the  Nebraska 
novelist  who  wrote  of  frontier  life  on  the  American  plains. 
Says  Ito:  "I  like  her  pioneering  spirit." 

Cather  might  have  said  much  the  same  about  Ito.  Other 
Japanese  innkeepers  bought  U.  S.  chains,  but  Nikko  has  built 
all  but  one  of  its  hotels  from  scratch.  Ito  says  he  prefers  this 
riskier  strategy  because  the  hotel's  character  can  be  shaped. 
Since  1985,  when  Nikko  bought  New  York's  Essex  House  as  a 
foothold,  it  has  built  luxury  hotels  in  Chicago  and  San  Francis- 
co and  opens  one  in  Atlanta  this  fall.  The  Japan  Air  Lines  Co. 
unit  is  also  breaking  ground  on  a  $90  million  hotel  in  Beverly 
Hills.  Ito,  62,  expects  revenues  to  hit  $107  million  in  1991. 

For  Ito,  who  lives  on  New  York's  East  Side,  his  job  is  the 
fulfillment  of  a  childhood  dream.  He's  the  grandson  of  artist 
Seiho  Takeuchi,  renowned  for  his  paintings  of  wild  animals. 
Getting  to  know  his  grandfather's  British  students  and,  later, 
the  American  officers  who  were  posted  in  his  house  after 
World  War  II,  Ito  longed  to  venture  beyond  Japan.  He  joined 
■}AL  in  1954  and  worked  his  way  up  through  its  marketing 
ranks.  After  various  international  jobs,  he  came  to  the  U.  S.  in 
1988  to  head  Nikko's  North  American  hotel  operations. 

While  the  hotels  are  largely  Western  in  flavor,  Japanese 
touches  remain.  Many  rooms  feature  Japanese-style  flower 
arrangements  and  tea  service,  and  several  of  the  hotels  have 
Japanese  gardens.  Ito  is  convinced  that  the  tradition  of  Japa- 
nese service  is  superior.  So,  every  year,  20  American  employ- 
ees fly  to  Osaka  to  spend  10  days  working  at  Nikko's  flagship 
hotel.  But  Ito  is  fond  of  at  least  one  aspect  of  American  style: 
He  drives  a  Cadillac. 
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Before  Roadways  tmcks  make  deliveries  across  the  countr\',  their  computers  do.  With  a  Net  wort  puoiio 
leliver  loads  of  information  to  customers  in  seconds.  And  stay  on  top  of  the  tmcking  business.  ( 
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As  his  debt  load  mounts  and  asset  values  shrink,  Trump  may  have  to  do  some  serious  selling 
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onald  Trump  is  trying  to  pull  (  to.  ^'<^ 
I  what  could  be  his  toughest  de 
protecting  his  vast  empire  frc 
dismemberment. 

Like  so  many  recent  business  heroAaiy  »' 
Trump  was  a  creature  of  the  1980s.  R  ip  '"n 
ing  the  wave  of  easy  credit  and  escalf  cotasi' 
ing  asset  values,  he  amassed  billions 
dollars  in  real  estate,  casino,  hotel,  a 
airline  properties.  For  a  while,  Trui  lelf,  k 
seemed  immune  to  the  tight  credit  a  & 
shrinking  asset  values  that  have  alrea  le  m 
humbled  many  investors.  All  he  had 
do,  it  seemed,  was  emblazon  his  name 
a  property,  and  its  returns  and  valu 
would  automatically  levitate. 

No  longer.  The  evidence  is  accumul 
ing  that  Trump  is  in  trouble.  Accordi  mpaii 
to  an  analysis  by  BUSINESS  WEEK  a 
data  from  an  income  statement  suppli  ikli 
by  Trump,  he  had  revenues  last  year 
just  over  $1  billion — but  a  negative  cafcalTeir 
flow  from  continuing  operations  of  ck  Tj 
to  $60  million  (table,  page  119).  None 
his  properties,  including  his  three  Atl;  iv  fkuv 
tic  City  casinos,  appears  to  be  providi  sbs  ffl 
him  with  significant  amounts  of  ca:  no;  s) 
And  some  of  his  biggest  ventures  i  tdspeca 
costing  him  money.  If  his  sizable  persi 
al  e.xpenses  were  included,  the  defi  sii't 
might  be  much  deeper.  The  main  culp  ile,!? 
is  a  huge  debt  load  of  more  than 
billion. 

GLITTERING  PRIZES?  Instead  of  widAp  Cast 
publicized  estimates  that  once  pegg  Hadi 
Trump's  net  worth  at  from  $1.5  billion  is 
$5  billion,  today  it  could  be  as  little 
$400  million.  He  is  entertaining  or  ev 
soliciting  offers  for  some  of  his  pri:  uciis  lioi 
properties  and  refinancing  others, 
helped  cover  his  negative  cash  flow  1; 
year  through  such  asset  sales  as  the 
Moritz  Hotel  in  New  York.  And  a  mon 
long  investigation  by  BUSINESS  WE 
suggests  that  Trump  might  be  unable 
avoid  selling  off  more  major  holdin  iitirt^.. 
The  problem  is  that,  thanks  to  toda  hi 
sagging  real  estate  markets,  some  of 
most  glittering  properties  might  raise 
tie  or  no  cash  over  and  above  the  d^ 
owed  on  them. 

Although  speculation  about  Trum 
financial  condition  has  been  growing  liig  p| 
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it  months,  the  first  apparent  confir- 
an  of  possible  problems  was  a  Wall 
?t  Journal  interview  with  him  on 

27  detailing  his  interest  in  asset 
.  That  was  followed  by  a  Forbes 
r  story  that  reduced  the  magazine's 

billion  estimate  of  Trump's  net 
h  in  1989  to  $500  million.  Forbes 
lated  Trump's  cash  flow  at  a  nega- 
$38  million. 

ump  currently  appears  to  be  trying 
iload  the  investments  that  are  cash 
IS  and  to  squeeze  more  cash  from 
arties  in  which  he  has  a  prominent 
y  stake.  He  has  retained  Merrill 
h  &  Co.  to  explore  selling  the 
ip  Shuttle,  which  serves  New  York, 
Dn,  and  Washington,  and  is  proba- 
troducing  a  big  negative  cash  flow. 
5  trying  to  unload  his  27%  stake  in 
ander's  Inc.,  a  beleaguered  retailing 
)any  whose  real  estate  holdings 
ip  was  planning  to  develop  into 
commercial  and  retailing  centers. 
;  listening  to  offers  for  Trump  Cas- 
lis  worst-performing  casino.  Alter- 
ely,  he  suggested  that  he  might 
his  casinos  public.  According  to  real 
e  sources,  he  is  also  thinking  of 
ig  the  Plaza  Hotel,  which  is  also 
ling  cash.  He  is  even  trying  to  sell 
;30  million  yacht,  the  Trump  Prin- 
— so  that  he  can  buy  a  $200  million 
he  has  said. 

ump  also  is  refinancing  and  increas- 
:he  mortgage  on  two  of  his  most 
ible  and  lucrative  New  York  proper- 
the  Grand  Hyatt  hotel  near  Grand 
ral  Terminal  and  Trump  Tower,  his 
ry  Fifth  Avenue  condominium,  com- 
ial,  and  retailing  complex. 
Y  FIGURES.  In  an  interview  with 
MESS  WEEK  on  May  1,  after  the 
nal  story  produced  headlines  and 
;d  speculation  on  asset  sales,  Trump 
to  play  down  his  eagerness  to  sell. 
»n't  know  if  I'm  going  to  unload  the 
tie,"  he  said.  "I  like  it.  It  depends  on 
price."  He  denied  that  he  really 
ed  to  sell  the  Plaza  Hotel  and 
ip  Castle.  Yet  while  he  stressed 
he  had  no  cash  problems,  he  repeat- 
is  interest  in  building  up  his  cash 
ion.  "Cash  is  king,"  he  said,  adding 
he  saw  "tremendous  opportunities" 
acks,  bonds,  and  real  estate — oppor- 
ies  that  only  the  liquid  will  be  able 
xploit.  He  said  the  refinancings 
d  not  only  produce  cash  but  also 
him  better  terms. 

)w  much  cash  can  he  raise?  Perhaps 
than  he  hopes.  Trump  typically 
;s  lofty  valuations  on  his  properties, 
rump  executive  referred  BUSINESS 
K  to  Irwin  Steinberg,  president  of 
•aisal  Group  International,  who  reg- 
y  works  with  Trump — and  whose 
lates  are  a  good  deal  higher  than 
5  from  experts  canvassed  by  this 
azine.  For  instance,  Steinberg  val- 


ues the  Plaza  Hotel  at  $600  million  to 
$700  million,  compared  with  business 
week's  estimate  of  $450  million. 

Based  on  BUSINESS  week's  figures, 
the  assets  Trump  is  talking  about  selling 
would  not  produce  much  in  the  way  of 
cash.  All  the  properties  are  encumbered 
by  debt  that  is  close  to,  or  may  even 
exceed,  their  market  value.  One  example 
is  Trump  Castle.  A  recent  Salomon 
Brothers  Inc.  report,  which  recommend- 
ed the  sale  of  junk  bonds  used  to  finance 
the  casino,  valued  the  property  at  $324 
million.  Its  long-term  debt  at  the  end  of 


ties  in  Manhattan,  Queens,  and  New  Jer- 
sey in  return  for  a  trading  profit. 

The  most  dangerous  aspect  of  all  the 
recent  publicity  is  its  possible  impact  on 
Trump's  standing  with  his  lenders.  Many 
New  York  banks  have  had  serious  losses 
on  their  real  estate  portfolios.  They  have 
been  sharply  cutting  back  their  lending 
and  are  demanding  more  collateral  from 
developers.  There  is  no  indication  that 
they  are  about  to  pull  their  loans  to 
Trump,  most  of  which  are  well  secured 
by  assets.  But  some  lenders  are  nervous. 
"Six  months  ago,  he  was  golden,  and 


DONALD  J.  TRUMP  -  INCOME  STATEMENT  -  1989 


How  much  financial  leeway  does  Donald 
Trump  have?  In  his  income  statement  pro- 
vided to  BUSINESS  WEEK,  he  argues 
that  he  showed  a  $157  million  surplus  in 
cash  flow  last  year.  But  the  statement  in- 


cludes asset  sales,  which  are  not  typically 
considered  part  of  cash  flow,  and  left  out 
some  important  Trump  operations.  Here's 
the  statement  he  provided — and  how  BW 
would  adjust  it 


Revenues    Cash  flow 

Millions  of  dollars 


TRUMP  PUZA  CASINO 

$354.0 

$41.5 

TRUMP'S  CASTLE  CASINO 

294.0 

10.9 

GRAND  HYAH 

91.6 

5.7 

PLAZA  HOTEL 

96.2 

-23.6 

TRUMP  TOWER 

18.7 

5.0 

OTHER 

16.0 

SALE  OF  ST.  MORITZ  HOTEL 

100.0 

100.0 

SECURITIES  PROFITS,  FEES, 

COMMISSIONS 

17.5 

17.5 

TRUMP  TOTAL 

988.0 

157.0 

BW  ADJUSTMENTS 

SUBTRAQ 

►  CASH  RETAINED  IN  CASINOS 

-49.0 

►  ST.  MORITZ  SALE 

-100.0 

-100.0 

►  SECURITIES  PROFITS,  ETC. 

-17.5 

-17.5 

INCLUDE 

►  UNDEVELOPED  TRUMP  CITY 

-25.0 

►  TRUMP  SHUnLE 

220.0 

-25.0 

BUSINESS  WEEK  TOTAL 

1,090.5 

-59.5 

Bond  covenants  and 
other  requirements  limit 
the  amount  of  money 
Trump  can  draw  out  of 
his  casinos.  This  figure, 
which  comes  out  of  the 
$52.5  million  for  the 
two  casinos  at  left,  is 
from  SEC  reports 

Trump  argues  that  these 
should  not  be  considered 
one-time  events  to  be 
excluded  from  cash  flow, 
because  he  is  buying  and 
selling  assets  constantly. 
But  such  transactions 
are  traditionally  not  part 
of  operating  cash  flow 

Trump  says  results  for 
these  two  investments 
were  not  ready  at  the 
time  his  statement  was 
prepared.  The  numbers 
are  BW  estimates 


DATA:  DONALD  J  TRUMP  BW 


1989  was  $335  million.  Steinberg  says 
that  the  property  is  worth  $650  million. 

Another  example  is  Trump's  stake  in 
Alexander's,  which  he  bought  a  few 
years  ago  for  $67.9  million,  all  of  it  bor- 
rowed from  banks.  If  he  sold  his  shares 
at  the  current  market  price,  he  would 
receive  only  $64.6  million.  Trump  claims 
he  will  be  able  to  sell  the  block  at  a 
hefty  premium.  Whatever  the  price,  he 
will  be  saving  himself  perhaps  $8  million 
in  annual  interest  costs.  Several  individ- 
uals who  know  Trump  are  surprised  that 
he  is  willing  to  abandon  his  elaborate 
plans  for  developing  Alexander's  proper- 


anybody  would  do  business  with  him," 
says  an  officer  at  a  New  York  bank  that 
is  participating  in  two  Trump  loans. 
"Now,  everything  is  different.  We're 
concerned  whether  he  is  overextended. 
If  his  name  becomes  tarnished,  you 
could  have  a  herd  mentality.  Banks  just 
wouldn't  want  to  do  business  with  him 
anymore." 

Trump  is  quick  to  confront  any  public 
skepticism  over  his  financial  well-being. 
He  has  threatened  reporters  with  libel 
suits  if  they  suggested  he  was  having 
cash  difficulties.  After  Marvin  B.  Roff- 
man,  an  analyst  at  Janney  Montgomery 
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Scott,  a  Philadephia  brokerage  house, 
suggested  to  The  Wall  Street  Journal 
that  the  huge  nev.  Trump  Taj  Mahal/ 
Casino  Resort  "won't  make  it,"  Trump 
threatened  to  sue  the  firm.  When  Roff- 
man  apolo<.':i/.»:>d  to  Trump  and  then  re- 
canted, Janney  Montgomery  fired  him. 
A  Cable  News  Network  reporter  later 
asked  Trisnip  about  the  episode.  Trump 
abruptly  terminated  the  interview  and 
walked  away.  He  then  called  CNN  chief 
Ted  Turner  to  complain. 

Trump's  current  difficulties  stem 
largely  from  his  shift  in  the  mid- 
1980s  away  from  conventional  real 
estate  developments  and  toward 
much  riskier  projects.  For  all  his  visi- 
bility, Trump  is  a  relatively  minor 
New  York  developer.   "People  feel 
Donald  Trump  owns  all  the  real  estate 
in  New  York,"  says  one  real  estate  ex- 
ecutive. "But  he's  way  down  the  list." 
Yet  his  early  deals  were  widely  heralded 
as  brilliant — and  remain  his  most  lucra- 
tive and  valuable  properties.  These  in- 
clude the  Grand  Hyatt,  erected  on  the 
skeleton  of  the  decrepit  Commodore  Ho- 
tel and  opened  in  1980;  Trump  Tower, 
opened  in  1982;  Trump  Palace,  a  high- 
rise  condominium  on  Manhattan's  East 
Side;  and  Trump  Pare,  another  condo 
fashioned  from  an  old  hotel  just  south  of 
Central  Park. 

GRANDER  VISIONS.  During  this  period. 
Trump  developed  a  reputation  as  a 
shrewd  bargainer  and  an  innovative  but 
relatively  careful  financier.  He  sought 
as  much  personal  publicity  as  possible — 
mainly  so  that  he  could  use  the  Trump 
name  as  a  marketing  tool,  a  brand  name. 
But  in  the  mid-1980s,  he  began  to  have 
grander  visions.  He  became  known  as 
someone  who  would  pay  top  dollar  if  he 
really  wanted  something  and  would  le- 
verage up  as  aggressively  as  his  lenders 
would  allow. 

He  bought  or  built  three  casinos,  in- 
cluding the  $1.1  billion  Taj  Mahal,  and  a 
hotel.  The  casinos  were  financed  with 
$1.3  billion  in  junk  bonds.  He  bought  the 
Plaza  Hotel  for  $408  million  in  1988  and 
the  Eastern  Shuttle  for  $365  million  in 
1989 — both  almost  entirely  with  bor- 
rowed money.  He  acquired  76  acres  of 
vacant  land,  a  onetime  railroad  yard,  on 
Manhattan's  West  Side  and  announced 
Trump  City,  a  $4  billion  commercial  and 
residential  development  that  would  fea- 
ture the  world's  tallest  building. 

Only  his  early  properties  appear  to  be 
producing  significant  unrestricted  cash 
flow.  According  to  Trump's  income 
statement,  retailing  and  commercial 
space  Trump  retained  in  Trump  Tower 
after  selling  the  condos  produced  $.5  mil- 
lion in  cash  flow  on  revenues  of  $18.7 
million  last  year.  The  Grand  Hyatt, 
i  which  he  co-owns  with  Hyatt  Corp.,  pro- 


duced cash  of  $5.7  million  on  revenues  of 
$91.6  million  for  each  partner.  But  high- 
er debt  loads  will  cut  into  those  returns. 
Trump  is  refinancing  a  $75  million  mort- 
gage on  Trump  Tower  from  Chase  Man- 
hattan Bank  with  a  $90  million  loan  from 
Prudential  Insurance  Co.  And  at  the 
Grand  Hyatt,  he  is  replacing  $130  million 
worth  of  debt  from  Manufac- 
turers Hanover 


Beaches  in  Florida  is  open  for  busine 
but  it  isn't  helping  much.  Although 
was  completed  in  1986,  only  half  t 
units  have  been  sold;  the  soft  FloriP 
condo  market  is  largely  to  blame.  Sa 
are  so  slow  that  Trump  is  leasing 
units  out  to  cover  his  costs. 

The  New  York  condominh  \ 
market  is  also  very  soft, 
that  is  hurting  Trump's  oi 


soi  I 


tors 
.fa! ' 

pi: ' 


HOW  MUCH  COULD  TRUMP 
RAISE  FROM  ASSET  SALES? 


Market  Long-term 
value  debt 

Net 
worth 

Millions  of  dollars 

Trump  Plaza 

$450 

$273 

$177 

Grand  Hyatt 

(50%  OWNED) 

200 

115 

85 

Trump  Tower 

150 

90 

60 

Plaza  Hotel 

450 

400 

50 

Undeveloped  Trump  City 

(80%  OWNED)  160 

160 

ALEXANDER'S 

65 

68 

-3 

TRUMP'S  Castle 

324 

335 

-11 

Trump  Shuttle 

350 

400* 

-50 

*  Debt  maturity  not  dear 

DATA;  BW  ESTIMATES 

Trump  City 

Vocal  locals  may  prevent  the 
from  ever  being  developed 


Trust  Co.  and  Bankers  Trust  Co.  with  a 
new  $230  million  mortgage  from  a  Japa- 
nese bank. 

Historically,  Trump  made  large  profits 
on  his  cooperative  and  condominium  de- 
velopments. But  they  are  not  producing 
much  cash  right  now.  Virtually  all  the 
units  in  the  Trump  Tower,  Trump  Plaza, 
and  Trump  Pare  complexes  have  been 
sold.  His  Trump  Plaza  of  the  Palm 


current  development:  the  57-sto 
Trump  Palace  on  the  Upper  East  Sii 
Trump  is  charging  some  of  the  highi 
prices  ever  seen  in  New  York  at 
Palace,  an  average  of  $1,000  a  squ£ 
foot.  Trump  officials  claim  that  un 
have  been  moving  briskly,  but  brok( 
are  skeptical.  The  Trump  claims,  sa 
Barbara  Corcoran,  head  of  Corcor 
Group,  "are  a  super-duper  record  hi; 
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time  when  no  one  else  is  even 
"  Real  estate  executives  predict 

although  the  development  will 
ually  be  quite  profitable,  Trump 
not  be  able  to  begin  reaping  those 
ns  for  a  couple  of  years. 
5  real  estate  market  is  likely  to 
p  his  style  in  other  ways.  Historical- 
rump  has  bolstered  his  cash  with 
y  property  sales,  such  as  stock  in- 
lents  and  the  St.  Moritz,  which  he 
netted  him  $100  million.  He  made 


well  over  $100  million  buying  small 
stakes  in  takeover  candidates  and  then 
unloading  them  after  the  publicity  boost- 
ed prices.  But  the  slumping  corporate 
takeover  and  real  estate  markets  appear 
to  have  put  an  end  to  this  activity  for 
the  time  being. 

Atlantic  City  may  not  help  Trump 
much,  either.  His  casinos,  though 
thought  to  be  bountiful  producers  of 
cash,  are  providing  very  little  cash  for 
him  personally.  The  major  reason  is  that 


LAZA 

ith  Trump's  much-needed  sprucing  up, 
erable  hotel  is  a  major  cash  drain 

>  Tower 

stent  money-spinner,  it  may  bring 
etums  when  a  refinancing  kicks  in 


The  Grand  Hyatt 

Still  a  hot  property,  it  could  fetch  plenty. 
But  would  Trump  be  willing  to  part  with  it? 


the  casinos  have  to  plow  back  much  of 
the  cash  flow  into  capital  improvements. 
Further,  covenants  attached  to  the  junk- 
bond  issues  restrict  the  amount  of  prof- 
its Trump  can  pull  out  of  the  casinos. 
And  he  has  been  required  to  come  up 
with  new  capital  and  loans  for  his  casi- 
nos. In  some  instances,  such  as  his  $75 
million  capital  contribution  to  the  Taj 
Mahal,  he  obtained  the  funds  from  a 


bank  loan  secured  by  his  management 
contract  on  the  casino. 

Warren  M.  Schneider,  Trump's  execu- 
tive vice-president  for  finance,  says  that 
reduced  capital  expenses  this  year  at 
Trump  Plaza  and  "Trump  Castle  will  al- 
low more  cash  to  be  transferred  to 
Trump.  But  that  may  be  offset  both  by 
higher  debt-service  costs  and  lower  prof- 
its if  the  Taj  Mahal,  the  largest  casino 
complex  ever  built,  siphons  off  substan- 
tial business  from  his  other  properties. 

The  Taj  has  been  doing  gang- 
buster  business.  But  during 
the  Taj's  first  month  of  opera- 
tion. Trump  Plaza's  gaming 
fell  24%  and  Trump  Castle's 
dropped  12%. 

All  by  itself,  the  Taj  could 
solve  Trump's  cash  problems 
for  years  to  come.  He  predicts 
it  will  produce  a  cash  flow  of 
over  $150  million  this  year.  But 
many  analysts  believe  that 
when  the  hype  and  hoopla  sub- 
side, the  Taj  may  have  difficul- 
ty bucking  the  increasingly 
stagnant  Atlantic  City  gam- 
bling market.  Absent  major  up- 
grading of  the  city's  crumbling 
infrastructure,  says  Dillon, 
Read  &  Co.  analyst  Raymond 
E.  Neidl,  "the  market  is  pretty 
close  to  the  saturation  point." 
Wall  Street  analysts  say 
Trump  may  have  to  contribute 
as  much  as  $15  million  to  his 
casinos  this  year. 

Investors  are  hardly  dazzled 
by  Trump's  buoyant  forecasts 
for  his  casinos.  Since  last  Au- 
gust, his  three  junk  issues 
have  dropped  25%,  vs.  10%  in 
the  junk  market  generally. 
Two  of  the  issues  are  trading 
at  around  70$  on  the  dollar. 
Trump  often  points  out  that  he 
does  not  personally  guarantee 
these  bonds. 

PARTIAL  VIEW.  The  potential 
dearth  of  cash  sources  for 
Trump  has  raised  speculation 
about  how  much  cash  he  really 
has.  His  ready  response:  "A 
lot."  To  those  who  inquire,  he 
dispenses  a  statement  from 
Arthur  Andersen  &  Co.  that  as 
of  Nov.  30,  1989,  he  had 
$384,598,000  in  cash,  cash 
equivalents,  and  marketable 
securities.  But  the  statement  raises  as 
many  questions  as  it  answers.  For  one 
thing,  it's  only  one  side  of  the  balance 
sheet:  Trump  won't  reveal  the  offsetting 
debt.  One  of  the  marketable  securities, 
for  instance,  is  his  Alexander's  stake — 
financed  entirely  with  $68  million  in 
bank  debt. 

The  largest  component  of  Trump's 
cash  figure,  documents  filed  with  the 
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He  helped  capture  and  convict 
70  car  thieves  and  save  over  200 
cars  from  "chop  shops!'  It  was  one 
of  many  sting  actions  Continental 
has  co-sponsored  to  fight  a  crime 
that  costs  consumers  and  insurers 
billions  of  dollars  a  year 

Chris  Scaturo, 
our  director  of 
security  and 
a  former  FBI 
special  agent, 
conceived  the 
operation. 
Undercover 
local  New 
Jersey  police  baited  the  thieves 
into  selling  their  "hot"  cars— and 
identifying  themselves.  Later  the 
police  hired  them  ostensibly  to 
drive  the  stolen  cars  to  a  nearby 
port. The  thieves  boarded 
trucks,  thinking  they  were  being 
taken  to  a  car-storage  facility 
Surprise!  They  went  to  a  jail 
instead,  and  were  convicted  on 
videotaped  evidence. 

Continental  has  a  lot  of  dedi- 
cated people  like  Chris— they've 
helped  make  us  a  leading 
pro[3erty/casualty  insurerThey 
are  a  major  reason  why  we're  a 
strong,  solid  company... why 
for  over  135  years,  we've  met  our 
obligations.To  our  customers, 
employees,  distributors  and 
shareholders. 


)UR  CHRIS  SCATURO  MAY  BE  THE  REASON  YOUR  CAR 
lOESN'T  GET  STOLEN  TONIGHT. 


Insi 


^■Fr  Continental 
Insurance. 


There  when  it  counts. 


inance 


New  Jersey  Casino  Control  Commission 
indicate,  was  about  $250  million  in  then- 
unspent  proceeds  from  the  Taj  Mahal's 
junk  financing  and  other  borrowings. 
Most  of  that  money  was  later  used  to 
complete  the  project.  Other  major  por- 
tions of  the  cash  statement  were  ac- 
counted for  by  working  capital  at  his 
casinos  and  other  properties,  unspent 
cash  from  construction  loans,  and  cash 
balances  required  to  be  retained  by  loan 
agreements  and  bond  indentures.  Con- 
sidering that  Trump's  operations  have 
total  revenues  of  more  than  $1  billion, 
his  actual  free  cash  would  appear  to  be 
remarkably  scant. 

If  so.  Trump  may  have  to  do  some- 
thing about  several  large  projects  that 
are  soaking  up  plenty  of  cash.  One  is  the 
Plaza  Hotel.  By  all  accounts,  Trump  has 


ments  on  debt — $400  million  worth.  With 
a  higher  market  share  and  bare-bones 
maintenance,  the  Eastern  Shuttle  never 
made  much  more  than  $30  million. 
Trump  succeeded  in  avoiding  the  gov- 
ernment financial  disclosures  required  of 
other  carriers,  on  the  grounds  of  guard- 
ing trade  secrets.  But  sources  familiar 
with  the  Shuttle's  operations  say  that, 
after  interest  costs  of  at  least  $40  mil- 
lion, the  Shuttle  could  be  losing  $25  mil- 
lion or  more. 

WEST  SIDE  STORY.  An  equally  severe 
drain  is  the  Trump  City  project,  where 
much  has  to  happen  before  the  first 
spadeful  of  dirt  can  be  turned  over.  To 
get  proper  zoning.  Trump  must  steer  his 
proposal  through  a  bewildering  maze  of 
city  agencies.  Political  sentiment  is  divid- 
ed between  those  who  feel  Trump  City 


JUNK  BUYERS  HAVE 
TURNED  ON  TRUMP 

no  


TRUMP  TAJ 


JUNK  MARKET  -10.4% 
TRUMP  PROPERTIES  27.0% 
NINE  MONTHS  ENDING  APR.  30 
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A  PRICE  PER  S100  OF  FACE  VALUE 

DATA:  DONALDSON,  LUfKIN  S  JENREHE  SECURITIES  CORP 
FIRST  BOSTON  CORP 


greatly  improved  the  property,  refur- 
bishing its  somewhat  tattered  interiors 
and  jacking  up  its  occupancy  and  room 
rates.  But  according  to  Trump  figures, 
the  hotel  still  consumed  $23.6  million  in 
cash  on  revenues  of  $96.2  million  last 
year,  largely  as  a  result  of  a  crushing 
debt  load  of  around  $400  million.  With  so 
much  new  hotel  capacity  set  to  come  on 
stream  in  New  York  over  the  next  sever- 
al years,  hotel  experts  question  whether 
Trump  will  be  able  to  squeeze  out  much 
cash. 

Trump  has  also  spruced  up  the  Shut- 
tle, which  was  being  neglected  by  East- 
ern Air  Lines  Inc.  as  executives  focused 
on  labor  relations  and  other  problems. 
The  Trump  and  the  Pan  Am  Shuttle 
each  have  about  half  the  market.  Trump 
Shuttle  President  Bruce  Nobles  says  it 
has  yet  to  make  a  profit.  Again,  the 
bottom  line  is  being  ravished  by  pay- 


will  be  a  boon  to  the  flagging  city  econo- 
my and  those  who  say  it  will  be  an  envi- 
ronmental disaster.  "The  project's  most 
vocal  opponent,  a  group  called  West- 
pride,  is  highly  organized  and  intends  to 
battle  Trump  City  every  step  of  the  way. 
If  Trump  wins  city  approval,  says  West- 
pride  official  Steven  Robinson,  "there 
will  be  substantial  litigation.  Our  law- 
yers have  been  preparing  for  this  for 
four  years."  With  a  $200  million  mort- 
gage from  Chase  Manhattan  on  the 
property  and  large  additional  administra- 
tive costs,  each  year  of  delay  will  cost 
Trump  well  over  $25  million. 

Unloading  even  some  of  his  most  pres- 
tigious properties  will  cut  Trump's  cash 
drain  but  produce  little,  if  any,  new 
cash.  Consider  the  Plaza  Hotel,  which 
Trump  claims  is  the  "ultimate  trophy 
property."  He  has  a  habit  of  citing  huge 
offers  he  has  rejected — and,  true  to 


form,  claims  he  recently  refused  to 
when  the  Sultan  of  Brunei  offered 
$800  million  for  the  Plaza,  twice  ' 
Trump  paid.  (Trump  told  Forbes 
million.)  According  to  one  well-ki 
hotel  expert.  Trump  is  unlikely  to 
much  more  than  what  he  paid — in  < 
words,  not  much  more  than  wha 
needs  to  repay  his  debt. 

The  Trump  Shuttle,  Trump  claims, 
trophy,  too.  But  Edward  S.  Green 
head  of  ESG  Aviation  Services,  says 
shuttle,  which  carries  $400  millio: 
debt,  would  probably  fetch  $200  mi 
to  $250  million.  Other  analysts,  suci 
Dillon  Read's  Neidl,  place  the  valu 
$300  million  to  $400  million— aboi 
wash  with  the  debt. 

Two  years  ago.  Trump  turned  d 
an  offer  for  his  Trump  City  parcel  i 
New  York  developer  Wil 
Zeckendorf  Jr.  for  what 
believed  to  be  $300  millioi 
$500  million.  "It's  the  best  |. 
of  land  in  the  country,"  Tr 
says.  "If  I  put  it  up  for  ; 
the  whole  world  would  bei 
ing  for  it."  But  the  slum] 
real  estate  market  hasl 
pressed  its  value.  If  Tri 
were  to  get  his  zoning 
proved  by  the  city  and  \ 
back  Westpride,  say  several 
velopers,  he  could  cash  oul 
an  immense  profit.  But  i^ 
had  to  unload  it  now,  they 
he  would  be  doing  well  to  i 
in  enough  to  pay  back 
mortgage. 

To  raise  serious  cash,  Tr 
could  be  in  the  unenviable  i 
tion  of  having  to  dispose  of 
prime  properties:  the  Tn 
Plaza,  the  Grand  Hyatt, 
the  Trump  Tower  retail 
commercial  space.  Accordini 
BUSINESS  WEEK  estimates,  they  a 
buoy  Trump's  bank  account  by  peri 
$350  million.  But  their  sale  would 
gut  most  of  his  cash-generating  abil 
Trump  may  be  down,  but  he  is 
owt.  He  is  extremely  clever  and 
sourceful.  In  his  BUSINESS  WEEK  in 
view,  he  appeared  casual  and  rela; 
He  attributed  the  recent  negative  pul 
ity  to  idle  "Trump-bashing."  He  proj 
ed  the  confident  air  of  someone  wl 
so  much  cash  flow  that  he  couldn'' 
it.  When  he  said  "cash  is  king,' 
seemed  like  the  King  of  Cash 

And  who  knows?  If  the  Taj  hits 
jackpot,  or  billionaire  sultans  offer ! 
trophy-size  prices,  that  is  just  whatj 
may  turn  out  to  be.  But  it  could  bj 
rough  ride  to  his  coronation. 

By  Chris  Welles  in  New  York,  withi 
DeGeorge  in  Miami  and  Joseph  Webd 
Philadelphia 
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Whidicomputeris 
the  most  pcmfii? 


Okay,  so  it's  a  trick  question.  But  the  right  answer  could 
3rth  millions  to  you  and  your  organization. 

The  average  computer  company  would  have  you  believe 
m  can  measure  the  power  of  their  computers  purely  in 
line  terms.  Like  megahertz  or  MIPS. 

At  Apple,we  see  things  differently  A  personal  computer 
do  anytihrng  by  itself.  And  a  computer  that  people  can't — 
)n't— use  doesn't  really  have  any  power  at  all. 

Just  think  of  aU  the  PCs  you've  seen  like  the  computer 
le  left,  sitting  idle  most  of  the  time. 

M^icintosH  personal  computers,  on  the  other  hand,  can 
St  always  be  found  like  the  computer  on  the  right.  With 
in  beings  attached.  Hour  after  hour  Day  after  day  Year  in 
'ear  out.  Helping  people  do  almost  everything  they  do. 
^  people  the  kind  of  power  you  can  measure  in  results. 

A  recent  survey  of  people  who  use  Macintosh  and  people 


who  use  the  other  leading  personal  computer  system  in  Fortune 
i^}^?^  corporations  helps  explain  why:  Macintosh  was  rated 
22%  higher  for  user  enjoyment.  Which,  in  turn,  helps  account  for 
why  information  systems  managers  in  those  companies  rated 
Macintosh  22%  liigher  for  overall  satisfaction  and  a  remarkable 
42%  higher  for  user  productivity 

So  before  you  spend  another  dime  on  personal  compu- 
ters, invest  a  few  minutes  in  a  system  that  lets  you  measure  its 
power  by  the  only  benclimark  tliat  really  matters:  tlie  perfor- 
mance of  the  people  who  use  it.  For  your  nearest  authorized 
Apple  reseller,  call  1-800-538-9696,  ext.  800. 

Tlien  you'll  know  wliy  Macintosh  is  the  most  powerftil 
personal  computer  you  can  buy  today 

The  computer  people  actually  use. 

The  power  to  be  your  besf 


AO,  m(UnlcmduclOiesumycimekesThalw(nildnlbejaaThel9'X>sludywmcmd  /nc .  ammgfonm  W)  MIS  maru^im  and  cmiputer  usm /(miliar  wuh  MadriloA  ami  Mm         Call  and  uv  II  send  ym  a  copy. 

pie  Cmpvter:  Inc.  Apple,  Ihe  A/fle      and  Maanlnsh  art  regetemi  Irademarks.  and  "The  power  to  he  your  hesl  '  is  a  trademark  of  Ajple  Computer  Inc  Fnnune  lOOU  Li  a  reefslertd  trademark  nj  Time,  Inc  MS  tXti  is  a  registered  trademark  of  MiamiJI  Qjrpnralmn 
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BY  JEFFREY  M.  LADERMAN 

THIS  FAST-FOOD 
MAKEOVER  MAY  BE 
READY  TO  COOK 


If  you  think  investors  are  down  on 
junk  bonds,  consider  the  enmity 
they  have  for  the  stocks  of  compa- 
nies that  issue  them.  That's  largely 
why  the  shares  of  TW  Holdings  are  lan- 
guishing at  $3  apiece.  TW  Holdings  is 
the  successor  to  TW  Services,  one  of 
the  nation's  largest  food-service  com- 
panies, with  $3.5  billion  in  sales.  After 
Coniston  Partners,  along  with  Donald- 
son Lufkin  Jenrette  Securities,  bought 
out  the  company  last  year  for  $1.3  bil- 
lion, about  35  million  of  the  110  million 
shares  remained  in  public  hands. 

"The  market  isn't  going  to  pay  up 
for  this  company  anytime  soon,"  says 
Carrie  Schloss,  an  analyst  at  Kemper 
Financial  Services,  which  has  3.5  mil- 
lion shares  in  its  mutual  funds.  But 
Schloss  thinks  the  stock  could  double 
in  the  next  12  to  18  months — and  dou- 
ble again  by  the  end  of  1992.  Some 
large  holders  are  arbitrageurs.  "We 
don't  usually  hold  on  to  stubs,"  says 
arb  Richard  Nye,  referring  to  the  mon- 
iker for  the  publicly  held  equity  of  a 
leveraged  buyout.  "But  the  market 
priced  this  too  cheaply." 

TW  owns,  franchises,  or  licenses  1,342 
Denny's  restaurants.  And  it's  the  larg- 
est Hardee's  franchisee,  with  465  out- 
lets. It  also  owns  the  213-unit  Quincy 
Family  Steakhouse  chain.  Plus,  TW  has 
a  real  comer  in  El  Polio  Loco,  a  fast- 
food  chicken  chain  that  grills  rather 
than  fries  the  birds.  Restaurants  pro- 
vide 60%  of  revenues,  with  the  remain- 
der coming  from  Canteen,  which  oper- 
ates food  services  at  plants,  schools, 
stadiums,  and  state  and  national  parks. 
Jerry  Richardson,  the  highly  regarded 
chief  of  Hardee's  and  Quincy's,  is  now 
CEO  of  the  whole  company.  That's  ex- 
pected to  improve  operations  at 
Denny's  and  Canteen,  where  results 
have  lagged  behind  the  other  divisions. 
HEAVY  LOAD.  TW  also  has  tons  of 
debt — nearly  $12  for  every  $1  in  equi- 
ty. The  company  says  it's  arranging 
$400  million  in  fixed-rate  mortgage  fi- 
nancing to  replace  variable-rate  bank 
debt.  And  asset  sales  should  yield 
about  $120  million. 

TW  will  have  to  pay  down  the  debt  by 
increc.<ing  operating  cash  flow  \Q%  to 
11%  a  year  vs.  the  8%  recent  growth 
rate,  says  Michael  Mueller  of  Mont- 
gomery Securities.  Some  cash  will  flow 


EL  POLLO  LOCO:  LOW-FAT  FARE  FROM  THE  GRILL 


toward  capita!  expenditures,  including 
a  remodeling  program  for  Denny's.  TW 
wants  to  add  new  outlets,  too.  And 
analysts  think  El  Polio  Loco  could  real- 
ly zoom  because  its  menu  should  find 
favor  with  a  fat-conscious  public.  "Un- 
like most  stubs,"  says  James  Murren 
of  C.  J.  Lawrence  Morgan  Grenfell, 
"this  is  a  growth  company." 

Of  course,  the  lofty  leverage  leaves 
little  room  for  error.  But  that's  why 
the  potential  payoff  could  be  huge. 


BANKING  ON  CITI'S 
CONSUMER  MUSCLE 


Put  your  money  in  a  one-year 
Citibank  certificate  of  deposit, 
and  you  earn  7.8%>.  If,  instead, 
you  invest  in  the  shares  of  the  bank's 
parent,  Citicorp,  at  22%,  and  collect  the 
dividends,  the  return  on  investment  is 
87'.  With  the  CD,  you'll  get  your  princi- 
pal and  interest  back,  but  not  a  nickel 
more.  Buying  the  stock  is  riskier,  but 
there's  real  upside  potential. 

That's  the  case  for  Citicorp  shares, 
which  have  been  sliding  for  months. 
Even  the  recent  10%-  dividend  hike 
failed  to  stem  the  decline.  Why?  First- 
quarter  earnings  fell  about  25%  short 
of  expectations,  largely  because  of 
higher  than  expected  loan-loss  reserves 
and  write-offs.  And  Standard  &  Poor's 
didn't  help  when  it  knocked  the  compa- 
ny's debt  rating  down  a  notch. 

For  sure,  real  estate  woes  will  de- 
press Citi's  stock  in  the  foreseeable  fu- 
ture, as  will  concerns  over  regulators' 
new  get-tough  examinations  that  are 
under  way.  If  Citi  is  forced  to  further 
boost  reserves,  profits  will  suffer.  John 


Neff  of  Wellington  Management, 
far  the  largest  shareholder  with  nearl 
21  million  shares,  is  girding  for  th 
worst:  "For  the  next  few  quarter; 
earnings  will  be  wretched." 

But  value-minded  investors  such  ; 
Neff  say  the  near-term  woes  obscure 
successful  consumer  bank.  Neff  saj 
Citi  has  "a  well-thought-out  consume 
franchise"  in  branch  banking,  cred 
cards,  and  mortgages  that  also  extenc 
overseas.  Adds  Robert  Stovall  of  Sti 
vall/Twenty-First  Advisors:  "It's 
great  play  on  Europe,  1992." 

Ron  Mandle,  a  bank  analyst  at  Sai 
ford  C.  Bernstein,  says  the  consumt 
bank  alone  should  be  worth  at  least 
times  earnings.  Based  on  a  1990  eari 
ings  estimate  of  $3  a  share,  the  co; 
sumer  bank  is  worth  $30  a  share.  Ne: 
thinks  the  entire  company  could  eai 
$5  a  share  in  1991.  That  gets  you  1 
$30,  too,  given  the  p-e  of  6  affordt 
Citi  in  recent  years.  Adding  back  t\ 
dividend  produces  a  potential  total  r 
turn  of  over  40%.  You  certainly  won 
get  that  from  a  CD. 


I 


A  LEASING  GEM 
AMONG  THE  ROCKS 


Computer-leasing  companies  ma 
ry  the  worst  of  two  worlds 
financiers,  they  may  bear  inte 
est-rate  risk.  As  technology  outfit 
their  machines  may  become  obsole 
sooner  than  expected.  And  when  tl 
Street  turns  on  them,  it's  vicious.  Cor 
disco  lost  nearly  a  third  of  its  mark 
value  on  Apr.  20,  when  it  project 
lower-than-expected  quarterly  profits 

But  Elliott  Schlang,  an  analyst 
Prescott  Ball  &  Turben,  says  LDI  is 
computer-leasing  company  an  invest 
could  learn  to  love.  Since  1985,  rev 
nues  have  compounded  at  an  averaj 
annual  rate  of  54%-,  and  pretax  ear 
ings  have  compounded  at  36%t.  Plu 
the  balance  sheet  is  less  leveragi 
than  that  of  most  lessors,  and  the  r 
sidual  value  of  leased  equipment  h: 
been,  on  average,  45%o  higher  than  i 
book  value.  On  the  technological  sic 
LDI  leases  the  equipment  of  all  the  m 
jor  computer  makers,  plus  telecoi 
munications  and  medical  equipmei 
"LDI  has  the  broadest  product  line 
the  leasing  industry,"  says  Schlang 
At  15,  LDI  sells  for  less  than  10  tim 
estimated  earnings  of  $1.60  a  shai 
But  the  expected  15%  annual  earnin; 
growth  should  send  the  stock  high( 
And  if  the  market  warms  up  to  lesso 
and  values  LDI  at  its  1989  p-e  of  14,  t 
shares  could  hit  the  20s  in  a  year. 
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Until  Nov\(There 
Were  Good  Reasons 
TbCallThem 
Briefcases. 


Became  most  briefcases 
that  look  and  work  great  at  first, 
stay  that  way  for  just  a  ''brief 
amount  of  time. 

And  cases  that  were  sturdy 
and  tough  werent  exactly  great 
looking.  Until  now. 

Introducing  the  Samsonite® 
Classic.  Proof  that  a  briefcase 
can  be  both  durable  and  attract- 
ive. And,  briefly  here  are  some 
reasons  why. 

Our  cover  and  detailing. 
\  briefcase  shouldn't  have  to 
ook  like  a  tool  box  just  to 
stand  up  to  wear  and  tear.  So 
we  took  a  beautifully  crafted 
:overing,  and  wrapped  it 
iround  our  iron-tough  case. 
'Vnd  areas  that  get  knocked 
ii'ound  the  most,  like  the 
:omers  and  edges,  are  made 

Tom  a  sturdy  yet  stylish  material  that  won't  become  frayed, 
rhe  result  is  a  briefcase  you'll  be  proud  to  carry  that  can  take 

a  bea^'ng  for  a  long,  long  time. 
Recessed  latches.  Watching 
the  contents  of  your  briefcase 
fall  down  an  escalator  isn't 
exactly  a  great  way  to  start  a 
day  That's  why  our  latches 
are  recessed,  making  it  hard 
|i  *■>  \  "4..  W  '  for  the  case  to  pop  open  or 

•4.^.!''"r:-v.j  V:  -:        \  I  have  the  latches  knocked  off. 
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Our  full-length  hinge. 
While  most  briefcases  have 
two  small  hinges,  we  gave 
our  case  a  single  long  one  to 
make  it  sturdier  The  hinge 
runs  the  full  length  of  the 
case  and  is  designed  to  stand 
up  to  abuse— even  if  you 
overstuff  the  case. 

Take  a  look  at  the  Classic*  and  other  Samsonite  brief- 
cases at  your  nearest  luggage  dealer  We're  convinced 
that  after  a  "brief"  inspection,  you'll  agi-ee  that  sturdiness 
and  style  can  be  easily  combined. 


fou'll  also  have  a  special  locking  system.  And,  our  exclu- 
sive patented  right-side-up  feature  keeps  you  from  opening 
►'our  case  upside  down. 
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Our  Strengths  Are  Legendary. ' 
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THE  PEN:  COMPUTING'S 
NEIT  BIG  LEAP 


Machines  that  read  handwritten  data  could  become  a  $3  billion  market 


With  their  overalls  and  signal 
lanterns,  freight  train  conduc- 
tors don't  exactly  cut  a  high- 
tech figure.  But  500  Southern  Pacific 
Transportation  Co.  rail  workers  will 
soon  be  on  the  leading  edge  of  computer 
technology.  They'll  be  among  the  first 
workers  to  use  a  new  class  of  personal 
computers  that  read  handwriting  and  en- 
able nonoffice  employees  to  record  infor- 
mation the  same  way  they  always 
have — by  filling  in  numbers  and  check- 
ing off  boxes  on  a  form.  The  only  differ- 
ence is  that  the  pen  is  electronic  and  the 
paper  is  a  screen.  "These  guys  are  pen- 
cil-and-paper  oriented,"  says  Ron  Fritch, 
who  buys  systems  for  the  railroad. 

The  promise  of  bringing  computer 
technology  to  conductors  and  millions  of 
other  blue-collar  workers  is  making 
handwriting  recognition  the  hottest 
buzzword  around  Silicon  Valley.  Al- 
ready, some  $50  million  in  venture  capi- 
tal has  gone  into  startups  focused  on  the 
technolgy.  With  the  usual  customers — 
businesses  acquiring  computers  for  of- 
fice workers — buying  less,  sales  growth 
in  the  PC  industry  has  slowed  to  less 
than  10%  annually  in  the  U.  S.  That  has 
computer  makers  salivating  over  what 
could  be  an  enormous  market.  "These 
are  computers  for  a  truck  driver,  a  rack 
jobber — for  someone  who's  going  to  go 
and  take  a  snapshot  of  the  inventory," 
says  Alan  Lefkof,  president  of  Grid  Sys- 
tems Corp.,  the  Tandy  Corp.  subsidiary 
that  makes  the  computers  that  Southern 
Pacific  is  buying. 

HIGH-TECH  TICKETS.  That's  a  pretty 
broad  market.  It  includes  almost  any  job 
that  requires  filling  out  forms  or  com- 
posing brief  memos.  Usir  g  the  new  com- 
puters, salespeople  can  enter  orders 
from  the  road.  Traffic  c();)s  can  write 
tickets.  Nurses  can  updalo  patient 
charts.  Some  computer  makers  are  bet- 
ting that  there  will  be  another  large 
market  among  white-collar  professionals 
who  want  to  carry  a  slim  computer  tab- 
let into  meetings,  run  a  few  numbers  on 
spreadsheet,  and  later  transfer  data  to 
"C:-  back  in  the  office.  And  as  add-ons 
^•r  desktop  machines,  "pen"  technology 
rriay  someday  act  as  a  popular  alterna- 
tive ■(,  ihe  PC's  keyboard.  "We're  going 


to  create  a  new  genre,"  predicts  John 
Rizzo,  vice-president  of  marketing  at 
Momenta  Corp.,  a  handwriting- recogni- 
tion startup  in  Mountain  View,  Calif. 

The  new  computers  take  advantage  of 
recent  advances  in  computer  screens,  mi- 
crochips, and  sophisticated  software. 
When  the  pen  touches 
the  screen,  it  picks  up 
voltage  that  is  conduct- 
ed by  a  special  coating 
on  the  screen.  A  micro- 
processor measures  ex- 
actly where,  and  in 
what  order,  each  pen 
stroke  is  made.  Then, 
the  chip  translates  the 
data  into  digitized  char- 
acters. That  enables 
the  computer  to  identi- 
fy block-printed  text — 
not  script  at  this 
point — and  numbers 
with  95%  accuracy. 

Once  the  information 
is  recorded,  it  can  be 
sent  via  modem  to  com- 
puters back  at  the  of- 
fice. By  capturing  the 
information  correctly 
the  first  time.  Southern 
Pacific  figures  that  it 
will  avoid  billing  errors 
caused  by  sloppy  pa- 
perwork. Railroad  offi- 
cials estimate  that  the 
savings  from  eliminat- 
ing such  errors  will  pay 
for  the  Grid  setup  in,  at 
most,  three  years. 

Another  early  cus- 
tomer for  pen-based 
computers  is  Best 
Foods  Baking  Group. 
The  CPC  International 
Inc.  unit  tried  for  years 
to  find  a  simple,  inex- 
pensive technology  that 
1,500  contract  truck 
drivers  would  use  to 
track  deliveries  of  muf- 
fins, breads,  and  melba 
toast.  Finally,  systems 
analyst  Mark  Breit- 
feller  went  to  a  drivers' 


depot  armed  with  the  tablet-size  Gr 
Pad.  As  a  test,  Breitfeller  left  the  n  k 
chine  on  a  counter  and  disappear* 
When  he  came  back,  drivers  were  usi  top 
it  without  any  training.  "When  we  si  it 
that,  we  knew  we  had  a  winner,"  beai 
Breitfeller.  Best  Foods  estimates  it  \  m 
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DATA  ENTRY  SYSTEMS  Huntsville,  Ala.  The  $1,595  ScriptV 
uses  paper  and  a  regular  pen  and  acts  as  an  electronic  carbo 


GO  CORP.  Foster  City,  Calif .  An  IBM  ally,  Go  will  introduce 
chine,  aimed  at  mobile  professionals,  later  this  year 


GRID  SYSTEMS  Fremont,  Calif.  GridPad,  a  4.5-pound  pen-l  \ 
notebook-size  computer,  uses  the  IBM  PC's  MS-DOS  operati  p, 
tern.  Grid  is  targeting  blue-collar  workers  and  salesmen 
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?1.5  million  yearly  in  reduced  bill- 
rors,  increased  cash  flow,  and  few- 
ves  of  stale  bread. 
TO  GROW.  It's  all  very  promising, 
ecause  the  market  is  so  new,  it's 
to  define  its  size.  Analysts  predict 
he  new  computers  can  eventually 
about  25%  of  orders  that  have  tra- 
ally  gone  to  hand-held  data-collec- 
omputers,  which  use  a  keyboard, 
machines  represent  a  $650  million 
!t  today.  Early  forecasts  indicate 
of  pen-based  computers  could  hit 
lion  by  2000,  says  E.  Gray  Glass 
Prudential-Bache  Securities  Inc. 
5t.  InfoCorp  analyst  Peter  Teige 
!S  that  as  many  as  5.8  million  pen 
5S,  including  those  attached  to 
)p  PCs,  will  be  sold  by  1995. 
t  a  handful  of  companies  are  duk- 
out  for  this  gold  mine.  One  early 
it.  Data  Entry  Systems  Inc.,  start- 


U.S.  UNIT  SHIPMENTS  OF 
PEN-BASED  COMPUTERS 
AND  PEN  ADD-ONS 
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ISED  COMPUTERS 


Mountain  View,  Calif.  Momenta's  pen-based  product, 
jt  mobile  professionals,  is  expected  by  1992 

IPT  Cambridge,  Mass.  Plans  to  announce  Companion,  a 
tebook-type,  pen-based  c-  -riputer  late  this  year 


'0,  Japan  The  consumer  elei  -r-  cs  giant  introduced  its 
nputer,  which  recognizes  Kan|i  characters,  last  year.  But  it 
dans  to  sell  in  the  U.S. 


ed  selling  its  $1,595 
Scriptwriter,  a  forerun- 
ner of  the  new  systems, 
two  years  ago.  But  the 
4.5-pound,  $2,370  Grid- 
Pad,  introduced  last  Sep- 
tember, has  put  Grid, 
which  is  based  in  Fre- 
mont, Calif.,  in  the  lead. 
The  company  says  it  al- 
ready has  orders  for 
more  than  5,000  units. 

More  machines  are 
coming.  Two-year-old  Superscript  Inc.  in 
Cambridge,  Mass.,  is  planning  to  intro- 
duce a  4-pound,  pen-input  computer  late 
this  year.  Momenta,  founded  by  veteran 
entrepreneur  Kamran  Elahian,  has 
raised  $13  million  and  plans  to  produce 
its  machine  by  1992.  The  startup  that 
has  generated  the  most  interest  is  Go 
Corp.,  which  has  formed  an  alliance  with 
IBM.  Neither  company 
will  talk  about  the  rela- 
tionship, which  includes 
an  IBM  cash  infusion, 
but  they  are  expected 
to  announce  some  de- 
tails this  summer.  Go  is 
headed  by  S.  Jerrold 
Kaplan,  a  co-founder  of 
expert-systems  soft- 
ware maker  Teknow- 
ledge  Inc.  The  company 
has  raised  funds  from 
major  venture  capital 
firms  including  Kleiner 
Perkins,  Caufield  & 
Byers.  Lotus  Develop- 
ment Corp.  founder 
Mitch  Kapor  is  another 
investor.  Go  is  expected 
to  bring  out  a  4-pound, 
pen-based  computer  by 
this  fall. 

Software  makers  are 
already  anticipating  a 
big  market.  Kapor,  Vi- 
siCalc  designer  Dan 
Bricklin,  and  former 
Microsoft  executive 
Vern  Raburn  are  be- 
hind Slate  Corp.  in 
Scottsdale,  Ariz.,  the 
first  company  dedicat- 
ed to  writing  programs 
for  pen-based  comput- 
ers. "We  see  a  tremen- 
dous opportunity  to 
create  a  whole  new 
generation  of  applica- 
tions," says  Raburn. 
"We're  not  in  this  to  be 
just  another  $10  million 
software  company." 

Not  everybody  is 
convinced  that  pen- 
based  computers  will 
be   so   big   so  fast. 


THE  NEXT  HOT 
PC  MARKET? 
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White-collar  customers. 


for  example,  are  not  like- 
ly to  put  up  with  a  sys- 
tem that  requires  careful 
printing  instead  of  script, 
a  limitation  of  the  cur- 
rent technology.  Ma- 
chines that  decipher  cur- 
sive handwriting  are  as 
much  as  10  years  away. 
Microsoft  Corp.  figures  it 
may  be  as  little  as  three 
years.  Until  they  read 
script,  says  Jon  A.  Shir- 
ley, president  of  Microsoft,  the  company 
will  hold  off  on  real  software  develop- 
ment for  the  new  market.  "That  is 
where  you'd  better  get  to  if  this  technol- 
ogy is  going  to  be  as  usable  as  people 
would  like,"  he  says. 

Still,  Microsoft  is  pushing  its  operat- 
ing-system software  for  the  new  ma- 
chines. Grid  chose  Microsoft's  MS-DOS  op- 
erating system,  which  is  used  in  IBM  PCs 
and  compatibles.  But  a  number  of  ma- 
chines under  development,  including 
Go's,  will  use  new,  proprietary  operating 
systems. 

Companies  say  that  with  the  special- 
ized operating  systems,  they  can  achieve 
superior  reading  capability  and  still  en- 
able the  machine  to  swap  files  with  stan- 
dard computers,  even  though  the  special- 
ized operating  systems  may  make  it 
troublesome  for  customers  to  customize 
programs.  Southern  Pacific's  Fritch  says 
he  went  with  Grid  in  part  because  the 
company  wanted  the  familiar  MS-DOS 
software.  Standards  could  be  essential 
to  other  customers,  too,  says  Bill  Lempe- 
sis,  a  PC  analyst  with  Dataquest  Inc. 
"It's  sort  of  like  air-conditioning  in  a  car: 
You  really  don't  want  to  buy  one  with- 
out it." 

DABBLING.  Regardless  of  how  the  soft- 
ware evolves,  the  market  for  pen-input 
computers  seems  ready  to  take  off.  In 
addition  to  all  the  startups,  IBM,  Apple, 
and  Wang  are  believed  to  be  developing 
their  own  handwriting-recognition  ma- 
chines. And  Japan's  electronics  makers, 
including  Sony,  Canon,  and  Toshiba,  are 
already  dabbling  in  the  technology.  So 
far  they  have  only  come  up  with  prod- 
ucts for  their  home  market,  such  as  per- 
sonal organizers — computers  that  act  as 
electronic  Filofaxes. 

For  the  Japanese,  the  new  technology 
is  especially  promising  because  it  can 
accommodate  handwritten  Kanji  charac- 
ters. That  could  vastly  expand  the  Japa- 
nese market.  What's  more,  Japanese 
suppliers  are  already  way  ahead  in  ad- 
vanced screen  and  component  technol- 
ogy. That  means  they  could  be  formida- 
ble competitors  in  the  U.  S.  when 
handwriting  systems  become  advanced 
enough  to  move  off  the  railroad  and  into 
the  mainstream  consumer  market. 

By  Barbara  Buell,  with  Richard  Brandt 
in  San  Francisco  and  bureau  reports 
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COMPUTERS  I 


COMMODORE  PLUGS  INTO 
!DIA 


Will  its  Amiga  3000  leapfrog  IBM  and  Apple  in  a  hot  new  market? 


The  lights  dim,  and  a  hush  descends 
within  New  York's  cavernous  Pal- 
ladium discotheque.  There's  a  brief 
calm,  and  then  two  huge  projection-TV 
screens  light  up  with  a  stunning,  kalei- 
doscopic barrage  of  video  clips  and  com- 
puter animations.  Onlookers  are  drawn 
into  an  eye-gripping,  MTV-inspired  jour- 
ney stretching  from  the  microscopic  to 
the  moon  and  back,  all  propelled  by  the 
pumped-up  volume  of  a  throbbing  sound- 
track. At  the  five-minute  spectacle's  riv- 
eting climax,  the  crowd,  palpably 
thrilled,  bursts  into  cheers. 

Just  some  voguish  New  York  night- 
crawlers  out  for  an  evening  of  sensory 
overload?  Not  quite.  This  is  a  bright 
Tuesday  morning,  and  the  star  of  the 
show  is  an  ordinary-looking  desktop 
computer,  which  also  happens  to  be  driv- 
ing all  those  sights  and  sounds.  Nearly 
five  years  since  it  launched  the  first 
Amiga  at  another  glitzy  marketing 
event,  Commodore  International  Ltd.  is 
showing  off  its  newest  and  most  power- 
ful computer  yet,  the  Amiga  3000,  which 
could  finally  restore  the  fortunes  of  the 
once-high-flying  home-computer  maker. 
MAC  MUSCLE.  While  the  original  Amiga 
could  do  many  of  the  same  tricks,  this 
time  there's  a  big  difference:  "Multime- 
dia" computing — using  PCs  to  deliver 
eye-catching  audiovisual  presentations 
for  training,  business  meetings,  and 
merchandising  and  to  produce  music  and 
videos — is  a  hot  new  growth  business. 
The  Amiga  3000,  Commodore  boasts, 
puts  it  12  to  18  months  ahead  of  IBM  and 
Apple  Computer  Inc.  in  a  field  that  ana- 
lysts say  could  hit  $5  billion  by  1995. 

Indeed,  the  machine  is  technically  im- 
pressive— es])ecially  at  a  list  price  start- 
ing at  $3,299.  It  uses  the  same  Motorola 
68030  microprocessor 
chip  that  powers  Ap- 
ple's top  Macintoshes 
which  cost  $5,000  oi' 
more  in  comparable  set- 
ups. And,  unlike  the 
Mac,  the  Amiga  coan's 
with  unique  graphi.  - 
and  sound-producing 
chips  and  can  run  sever- 
al programs  at  once.  It 
can  attach  to  popular  of- 
i'ire  networks  and,  with 
extra  add-in  board, 
most  IBM  PC  soft- 


r 


ware.  Most  important  for  the  multimedia 
push,  the  machine  can  plug  directly  into 
VCRs  and  other  video  gear.  And  built 
into  all  Amiga  models  now  will  be  an 
"authoring"  program  that  helps  custom- 
ers niLX  the  output 
of  tape  recorders, 
videodisk  players, 
and  Amiga's  own 
graphics  to  create 
slick  presentations. 

To  go  along  with 
the  new  Amiga, 
there's  also  a  "new 
Commodore,"  says 
Harold  D.  Copper- 
man,  president  and 
chief  operating  offi- 
cer of  U.  S.  opera- 
tions. A  veteran  of 
both  IBM  and  Apple, 
he  has  recruited  six 
new  vice-presidents, 
revamped  the  compa- 
ny's distribution 
channels,  and  or- 
dered up  a  high-pro- 
file ad  campaign. 
"It's  a  full-court 
press."  he  says. 

Copperman  isn't 
the  first  new  presi- 
dent to  promise  a 
Commodore  revival. 
Since  the  home-com- 
puter business  fal- 
tered in  1983  and 
founder  Jack  Tra- 


$12.4  million  a  year  earlier.  Its  s 
having  hit  60  in  1983,  now  trades 
mere  7.  Sales  of  Amigas,  which 
supposed  to  lift  Commodore  out  of 
slump  five  years  ago,  have  yet  to  re 
2  million  units  worldwide — not  enoi 
to  lure  many  software  developers. 

But  Copperman  says  the  time  is  ri.j 
to  build  on  the  small  but  fiercely  Iq] 
following  that  Amiga  has  among  e 
converts  to  multimedia.  These  inci 


li 


COPPERMAN:  "IT'S  A  FULL-COURT  PRESS" 
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miel  quit,  Chairman  Irving  Gould  has 
run  through  a  series  of  top  executives 
who  have  failed  to  revive  Commodore's 
fortunes  in  the  U.  S.  Only  a  strong  Euro- 
jTcan  market  for  Commodore  home  com- 
puters and  PC  clones  has 
kept  the  company  go- 
ing. Revenues  contract- 
ed from  a  peak  of  $1.3 
billion  in  fiscal  1984  to 
$806.7  million  in  1987, 
and  over  two  years,  the 
company  lost  $242  mil- 
lion. Since  turning  prof- 
itable in  1987,  the  com- 
pany has  since  had  two 
unprofitable  quarters. 
In  the  Mar.  31  quarter, 
net  income  was 
$200,000,   down  from 
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music  and  video  producers,  who 
Amigas  to  control  synthesizers  and 
ate  special  effects.  In  April,  Nev/ 
Inc.  in  Topeka,  Kan.,  brought  out 
Video  Toaster, 
$1,595  add-in  bo 
that  turns  the  Am 
3000  into  a  stu 
quality  video-effe 
machine  as  capa 
as   gear  norm 
costing  $60,000. 
Amigas  have  har 
dented   the  bn 
business  comput 
market,  where  sc 
40  million  IBM 
and  their  clones  d^ 
inate.  Even  if  mi 
media  systems  ca 
on,  it's  not  clear  t 
Corporate  Amer 
will  make  the  Am 
a  must  buy 

Still,  Copperm 
who   flies  hims 
each  week  from 
Connecticut  home  <.  - 
Commodore's  W 
Chester  (Pa.)  hf 
quarters,  expres  jj^^ 
optimism.  "Look 
our  bow,  not 
wake,"  he  urges 
team    is  work 
hard  to  rebuild 
tions  with  U.  S.  c 
puter  dealers  who  have  been  disappo 
ed  by  Commodore  sales.  And  h  „  1" 
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pushing  Amiga  in  schools.  In  1982, 
company  had  24%  of  the  market.  Nov  icour? 
has  less  than  S7<,  Copperman  says. 
WOOING  WASHINGTON.  The  company 
just  set  up  a  Washington  office  to  t  ^^^'^ 
government  customers,  too.  Multinu  ICtonl^ 
computing,  Copperman  says,  is  j 
what  the  military  and  educators  nee( 
train  people  better.  Commodore's 
marketing  chief,  C.  Lloyd  Mahaf: 
once  directed  Apple's  education- 
government-marketing  efforts. 

So  at  Commodore,  multimedia  is 
message — and  Copperman's  job  is  to 
liver  it.  Perhaps  he  should  just  invite 
his  customers  to  the  Palladium  and 
the  Amiga  do  the  talking.  . 

By  John  W.  Verity  in  New  I  ^[1 
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When¥)u 
Care, 


When  you  care,  your  hotels  are 
lonuments  to  comfort  and  luxury. 
3ur  rooms  and  all  your  facilities  are 
'ell-appointed  and  distinctively 
esigned. 

And,  when  you  care,  your  cui- 
ne  is  nothing  less  than  memorable, 
verything  prepared  exceeds  your 
Liests'  expectations. 

Finally,  when  you  care,  your  ser- 
ice  is  exceptional.  Always  attentive. 
Dur  entire  staff  goes  out  of  its  way 
)  make  your  guests  feel  special  and, 
f  course,  right  at  home. 

That's  the  kind  of  care  that  goes 
ito  every  Doubletree  Hotel.  And  it 
ot  only  shows,  it  shines. 

For  reservations,  call  your  travel 
rofessional  or  1'800'528'0444. 


)OUBLETREEHQnrELS 

WHEN  YOU  CARE,  IT  SHOWS. 


Albuquerque  ♦  Atlanta  ♦  Austin  ♦  Colorado  Springs  (Opens  Fall  1990)  ♦  Dallas(3)  ♦  Denver  ♦  Houston(3) 
Kansas  City  ♦  Los  Angeles(2)  ♦  Miami  ♦  Monterey  ♦  Nashville  ♦  New  Orleans  ♦  Orange  County 
Palm  Springs  ♦  Phoenix  ♦  St.  Louis  •  Salt  Lake  City  ♦  San  Diego  •  Santa  Clara  ♦  Santa  Rosa  ♦  Seattle(2) 
Tucson  ♦  Tjlsa(2)  ♦  Vail  ♦  Ventura  ♦  Walnut  Creek 

Or  stay  with  Compri  Hotels  by  Doubletree,  another  fine  MetLife*  Company.  Call  1-800-4-COMPRI. 
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iir  philosophy  is  simple.  Everyday 

e  have  to  be  better  than  we  were  yesterday.  1  call  it 

mtinuous  measurable  improvement." 


To  meet  tomorrow's  chal- 
;es,  we  have  to  be  better  every 

In  engineering  and  design, 
lufacturing  and  management. 
At  Hughes  Aircraft  Company, 
e  doing  it  through  a  manage- 
it  and  operations  philosophy 
sd  continuous  measurable 
trovement.  A  philosophy 

is  guiding  us  in  everything 
do — every  day. 

IMPROVING  OUR 
OPERATIONS 

It's  no  wonder  we're  increas- 
our  success  in  designing  and 
eloping  some  of  the  most  tech- 
)gically  advanced  satellites, 
communications,  electro- 
cal,  radar  and  defense  systems 
le  world. 

In  less  time,  and  at  a  lower  cost. 
By  significantly  increasing 
production  efficiency,  we  de- 
ised  by  nearly  50%  the  per- 
:  cost  of  our  Thermal  Imaging 
ems  and  Laser  Rangefinders 
Ml  tanks,  while  also  improv- 
their  quality 

By  putting  engineering,  man- 
:turing,  planning  and  produc- 
I  control  in  the  same  place,  we 


saved  millions  of  dollars  develop- 
ing our  HS  601  spacecraft.  Plus 
we  cut  down  by  over  two-thirds 
the  time  it  takes  to  produce  the 
HS  601  s  thermal  blankets,  vital 
for  temperature  control. 

By  improving  process  flow  for 
plannar  array  radar  antennas  used 
for  fighter  aircraft,  we  shortened 
assembly  lead  time  40%. 

And  by  improving  manufac- 
turing processes  in  the  Trident 
missile's  stellar  sensor  program, 
we  decreased  manufacturing 
cycle  time  50%  and  increased 
production  over  300%. 

Because  of  the  quality  of  our 
product,  Hughes  became  the  first 
major  defense  firm  authorized  by 
the  Department  of  Defense  to 
deliver  two  major  tactical  display 
systems  to  the  U.S.  Navy  without 
undergoing  government  quality 
inspections. 

PEOPLE  WORKING 
TOGETHER 

The  people  at  Hughes  share 
a  commitment  to  excellence. 
And  they  are  empowered  to 
solve  problems,  at  all  levels. 

As  a  result,  Hughes  designers 


Malcolm  R.  Currie 
Chairman  of  the  Board  &  CEO 
Hughes  Aircraft  Company 


and  production  people  exchange 
ideas  freely  from  a  project's 
inception. 

Planners  and  engineers  work 
in  the  same  area  at  the  same  time. 
To  solve  problems  as  they  arise, 
and  cut  manufacturing  cycle 
time — sometimes  in  half 

And  people  work  in  small 
groups,  with  full  participation 
and  responsibility  for  the  final 
product. 

THE  HUGHES  COMMITMENT 

At  Hughes,  we  believe  it's  not 
enough  simply  to  rest  on  our 
achievements.  Through  our  com- 
mitment to  continuous  measur- 
able improvement,  we're  con- 
tinually analyzing  and  improving 
our  operations,  measuring  our 
progress  every  step  of  the  way. 
Incorporating  the  manufacturing 
know-how  of  our  partner,  General 
Motors,  while  encouraging  con- 
tributions from  our  people. 

And  I'm  proud  to  say,  every 
day  we  are  better  than  we  were 
yesterday. 

Hughes.  Exploring  new 
worlds  through  technology. 


HUGHES 


I  Hughes  Aircraft  Company 


Subsidiary  of 
GM  Hughes  Electronics 


You're  looking  at  a  remark- 
able pair  of  glasses,  developed 
from  space  technology,  that  helps 
a  deaf  person  read  lips. 

A  tiny  but  powerful  micro- 
phone on  the  frame  connects  to 
a  portable  computer,  which 
converts  spoken  words  into  visual 
cues  that  appear  right  on  the  lens 
of  the  glasses,  almost  as  fast  as  the 


person  being  viewed  speaks. 

Helping  the  eyes  do  what  the 
ears  cannot  is  just  one  of  the  prac- 
tical, down-to-earth  applications 
of  space  technology.  To  find  out 
more  about  it,  call  the  U.S.  Space 
Foundation  at  1-800-255-1000. 
Or  write  to:  United  States  Space 
Foundation,  P.O.  Box  1838, 
Colorado  Springs,  Colorado  80901 . 


SPnCE  TBCHHOLOGf.  THIS  IS  mUTS  IN  IT  FOR  YOU. 
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CONSUMER 
ELECTRONICS 


RK  AND  PLAY 


The  Summer  Consumer  Electronics  Show 
every  year  in  Chicago  is  something  of  an 
ultimate  toy  store  for  adults.  Over  1,400 
exhibitors  compete  for  the  attention  of  the 
trade  with  a  dazzling  array  of  new  and 
established  technologies  ranging  from  the  latest 
home  office  gear  to  futuristic  home 
entertainment  products. 

This  show,  sponsored  by  the  Electronic 
Industries  Group,  is  not  open  to  the  public,  but 


the  association  spends  much  of  its  time  and 
money  on  technology  exhibits,  media  tours 
and  other  efforts  to  inform  consumers  about 
the  latest  advances  in  technology-and  the 
implications  of  that  progress. 

Personal  choice,  personal  power,  personal 
productivity.  Consumer  electronics  is  at  the 
heart  of  all  three,  and  plays  an  increasingly  vital 
role  in  all  aspects  of  daily  American  life.  Turn 
the  page  for  a  look  at  the  latest  players. 
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THE  TIES  THAT  BIND 

Think  of  it  as  a  kinder,  gentler  home  office. 

The  integrated  office  represents  the  next 
great  hurdle  forelectronics  manufacturers.  The 
term  describes  the  technologically  thorny  issue 
of  connecting  a  diverse  grouping  of  office 
electronics  into  one  communications  network. 
Fax  machines  talking  to  PCs.  Copiers  that  will 
accept  data  from  a  personal  computer  as  easily 
as  they  will  a  memo  typed  on  an  IBM  Selectric. 

The  integrated  office  is  still  more  a  goal 
than  a  reality,  but  that  hasn't  stopped 
manufacturers  from  extending  their  work  into 
the  home  office  as  well. 

There  are  at  least  two  compelling  reasons 
why  home  electronics  within  the  next  couple 
of  years  will  begin  working  as  a  team  rather 
than  a  series  of  independent  devices  that  share 
the  same  data  only  with  the  greatest  of 
difficulties.  First  it  makes  sense  for  home 
office  workers  who  need  all  the  logistical 
support  they  can  get,  and  second,  the 
manufacturers  who  integrate  their  products 
stand  a  good  shot  at  selling  more  home  office 
equipment  to  the  same  people. 


"There  is  the  possibility  to  intelligently 
link  products,  so  you'll  buy  my  fax  and  my  PC 
instead  of  someone  else's,"  a  marketing 
executive  with  onemajorconsumerelectronics 
manufacturerconcedes  privately.  But  he  insists 
the  result,  perhaps  two  or  three  years  off,  will 
benefit  consumers  as  much  if  not  more  than 
manufacturers.  "If  you  link  them  together, 
you  have  one  plus  one  equals  three.  It  would 
greatly  ease  the  integration  between  machines 
and  people." 

If,  for  example,  a  personal  computer,  fax 
machine,  persona!  copier  and  telephone 


answering  machine  could  all  communicate  and 
share  data,  someone  working  at  home  could 
create  a  document  on  the  PC,  insert  some 
additional  information  phoned  in  by  a 
colleague,  fax  a  draft  to  the  client,  print  the 
final  version  and  make  several  copies  without 
leaving  the  computer  keyboard. 


For  that  scenario  to  come  true,  manufactur- 
ers have  to  develop  communication  protocols 
that  will  allow,  for  example,  a  fax  machine  to 
understand  the  communications  language  of  a 
personal  computer.  IBM  and  Apple  are  both 
said  to  be  working  towards  that  end  and  either 
has  the  clout  to  develop  protocols  that  would 
evolve  into  de  facto  industry  standards.  Bar- 
ring that,  other  electronics  manufacturers,  most 
likely  full-line  suppliers  that  already  make 
most  of  the  home  office  products,  will  develop 
proprietary  protocols  for  their  own  hardware. 

At  least  a  few  manufacturers  have  already 
taken  a  stab  at  integrated  home  office  products 
by  building  several  functions  into  one  piece  of 
machinery. 

Panasonic,  for  example,  sells  a  fax  machine 
with  a  built-in  answering  machine  and 
automatic  switching  from  one  function  to 
another.  And  Canon  recently  unveiled  what  it 
has  dubbed  the  "Navigator,"  a  combination 
personal  computer  /  telephone  /  answering 
machine  /  fax  machine,  all  controlled  by  a 
touch-sensitive  screen.  The  $2,995  machine 
also  includes  built  in  word  processing, 
spreadsheet  and  database  software. 

That  begins  to  approach  the  futuristic  vision 
of  Dr.  Arno  Penzias,  vice  president  of  research 
at  AT&T  Bell  Laboratories.  Penzias  envisions 
a  desk  blotter  that  is  a  combination  telephone, 
PC,  fax  machine  drawing  tablet  and  copier. 


Rubber  grippers  on 
each  Side  make  phone 
feel  more  secure  and 
improve  shock 
resistance. 

/ 
/ 

Surface  mount 
/       technology  adds  to 
/     reliability  and  facilitates 
miniaturization 


Body  tiendly  design  fits 
comfortably  between 
ear  and  mouth. 


Special  indicator  light 
tells  you  when  phone  is 
on  and  working. 


Keypad  is  a  single 
sealed  piece  so  dust 
won  f  get  between 
numbers 


Accessory  plug  makes  it 
easy  to  use  mobile 
accessories. 


Specially  designed 
hinge  won  t  break  when 
staightened. 


Patented  antenna 
made  with  materials 
allovnng  it  to  bend, 
spring  back  and  work 
even  when  m  dovm 
position. 


Rubber  post  fastening 
adds  to  shock  resistance. 


High  impact 
polycarbonate  unit 

snaps  together 
elimmating  need  for 
screws 


Patented  metal  core 
circuit  board  allows 
phone  to  work  better  in 
temperature  extremes 


Unigue  light  emitting 
display  makes  it 
visible  in  the  dark 


Motorola  custom 
integrated  circuits 
reduce  parts  and  size. 


Circuit  boards  are 
isolated  mside  plastic  so 
exterior  absorbs  shock 
before  it  reaches  interior 


Special  dual 
microphone  system 
eliminates  exterior 
sounds  for  clear 
b^ansmission. 


IT'S  THE  WAY  WE  PUT  THEM 
TOGETHER  THAT  SETS  US  ARaRT. 


At  Motorola,  we  believe 
( cellular  phone  not  only 
hiould  work  the  first  time 
)ut  of  the  box,  but  we  feel 
should  also  be  working 
■ears  down  the  road. 

And  after  we  build  them, 
/e  make  it  our  business  to 
insure  they're  built  nght. 

We  put  our  phones 


through  one  of  the  most 
rigorous  testing  programs  m 
the  industry  exposing  them 
to  everything  from  tempera- 
ture extremes  to  assorted 
shock  and  drop  tests. 

And  this  pair^taking 
attention  to  quality  pays  off. 
Over  the  years  the  quality 
built  into  our  phones  has 


won  over  more  than  custom- 
ers. It's  also  won  some  very 
prestigious  awards.  In  1988, 
Motorola  received  the  first 
Malcolm  Baldnge  award, 
given  by  the  President  of  the 
U,S,  to  recognize  the  quality 
of  Motorola's  equipment 
and  services.  And  this  year, 
Motorola  received  Japan's 


1989  Nikkei  award  for  crea- 
tive excellence  in  products 
and  services. 

The  fact  is,  when  it  comes 
to  quality  and  durability  our 
phones  don't  just  stand  out. 

They  stand  alone. 

MOTOROLA 


i).  Motorola.  Micro  T-A-Cand  Digital  Personal  Communicator  are  trademarks  ol  Motorola.  Inc  ®  1990  Motorola  Inc 
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The  rrick  is  incegradngi!!  chc  -  > 
2  ccmp2.cz  package  with 
shock  i.-nons  ootentia!  ^ _  - 


:5  with  in     for  greater  efficie  nc\  -v. 

;  sticker     with    be:-e-    re--"  - 


Jusl  as  imporantas  linkingoffice  machinery- 
within  one  nec\vork  is  the  need  coco~  ~.u".:ca:e 
from  one  office  to  another. 

"The  goal  is  to  integrate  voice.  \  ideo.  data 
and  rax  into  one  machine  that  sits  on  your 
desk."  says  Casey  Cowell.  president  of  U.S. 
Robotics,  a  leadingmodem  manufacturer  b-ased 
just  ourside  Chicago.  "The  stage  is  really  set 
in  the  minds  of  users." 

That  s  al  mos:  certainly  a  2 1  st  Centurs  vision 
that  V.  or. :  rr.atenalize  until  the  United  States 
is  rewired  ui-h  rlber  optic  cable  nerworks 
capable  of  har.diing  much  more  infor.m.ation 
-har.  current.  con\  entional  telephone  wires. 
But  manufacturers  ccndr.ue  to  push  the  limits 
of  current  technology  . 

Less  than  vears  age  stare  of  the  art 
modems  with  a  lJi.X>  baud  rate-meaning  they 
can  trans.mir  12.'»J  bits  of  inform.adon  per 
second  from,  one  co.Tiouter  to  another  over 
telephone  lines— cost  about  SI. 000.  U.S. 
Robotics  now  sells  14.-KKi  baud  modems, 
costing  that  same  51.000.  which  incorporate 
data  compression  and  error  checking  circuitry 
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barter*,  operated  portable  fax  machire  that  can 
a^    -      ~unicate  over  a  ce       -         .  .\nd 

to  complete  a  r         e    :f -r  . 
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used  by  people  v'.  no  aiready  owr.  a  aesktop 
PC  note- ~  -  V  -  :  -ector of  markerirg 
forToshir-  ^.  :  .  . :ers. 'They  rebuymg 
them  strictly  f  e  use."^ 

Toshiba.  Sherrod  says,  is  developing  special 


TheWiter: 


^'^ij     For  more  information  about  WordPerfect  5.1, 
\\  V\     see  your  local  dealer.or  call  us  at 


The  Producer: 


To  see  the  HP  LaserJet  III  in  action, 
just  see  your  local  dealer. 


\rd  A  Cast  Of  Thousands: 
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With  WordPerfect  5.1®  and  the 
/lett-Packard  LaserJet  III  printer,  it  tal<es  no 
;  at  all  to  produce  blockbuster  work. 
Everything  you  do  in  WordPerfect  sparkles.  From 
es,  to  a  variety  of  images,  to  type  styles  that  could  play  on 
arquee.  WordPerfect  includes  1,500  different  characters,  and 
HP  LaserJet  III  prints  all  of  them.  Even  equations  dance  on  the 
ted  page. 

And  with  WordPerfect  pull-down  menus,  with  or  without 
ise  support,  you've  got  one  of  the  easiest,  yet  hardest  working 
d  processors  in  the  business. 

Now  add  the  unmatched  performance  of  the  HP  LaserJet  III 
ter  and  bring  on  the  show.  HP's  new  Resolution  Enhancement 
inology  gives  you  the  best  possible  300  dpi  laser  printing.  And 
I  HP's  enhanced  PCL5  printer  language,  including  HP-GL/2 
or  graphics  and  scalable  typefaces,  anything  you  do  can  reach 
edible  proportions.  Finally,  curves  really  curve.  And  type 


begs  for  a  reading. 
Of  course,  it  takes  more  than  talent  to 
make  it  in  this  business.  It  takes  the  right  con- 
nections. Hewlett-Packard  offers  an  extensive  network 
of  trained  authorized  dealers.  And  with  WordPerfect,  you'll  find 
over  600  service  people  ready  to  help  in  a  supporting  role. 

WordPerfect  5.1  and  the  HP  LaserJet  III  printer.  Some 
performances  just  get  better  every  time  you  see  them. 

WbrdPerfect 

CORPORATION 

1555  North  Technology  Way  Orem  Utah  84057 

Tel:  (801)  225-.5000  Telex:  820618  Fax:  (801)  2224477 

For  more  information  call  us  at  (800)  526-5178. 

WordPerfect  is  a  registered  trademari(  of  WorrlPerfect  Corporation  in  the  United  Stales    ©1990  WordPerfect  Corporation. 
All  other  brands  and  product  names  are  trBdemarks  or  registered  trademarks  of  their  respective  companies 


For  some  business  people,  a  pri- 
ite  office  isn't  always  the  best  place 
take  care  of  business. 

Some  prefer  working  in  a  con- 
rence  room.  Other  people  work 
ist  at  their  client's  office. 

And  some  would  rather  work 
the  comfort  of  their  own  homes. 


Which  is  why  we're  so  dedicated 
to  making  portable  computers.  Like 
sleek,  portable  PCs  powerful  enough 
to  replace  virtually  any  desktop  com- 
puter With  expansion  capabilities  that 
let  them  grow  as  your  business  grows. 

And  like  our  entire  line  of  power- 
ful, portable  PCs,  each  is  designed  to 


1 1  lake  the  most  of  your  time. 

Because  when  you  increase  the 
quality  of  your  working  time,  an  inter- 
esting phenomenon  takes  place. 

The  quality  of  your  leisure  time 
has  a  way  of  following  suit. 

Toshiba  power  and  portability. 
Take  it.  See  how  far  you  can  go. 


In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba  Amenca  Information  Systems  Inc  .  Computer  Systems  Division 
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problems  unique  to  cellular  communication, 
and  fax  modems  to  speed  the  e\  olution  of  its 
laptops  into  miniature  electronic  offices. 
"There  are  a  number  of  different  markets  for 
portable  equipment.  .Sales  automation  has 
been  \  er\-  hot.  .\nd  law  enforcement  is  another 
mobile  application.' 

While  running  a  business  at  55  miles  per 
hour  on  the  highway  might  carr\"  more  than  the 
usual  risks,  the  mobile  office  does  make  sense 
for  workers  who  spend  more  time  on  the  road 
than  behind  their  desk. 

"There  are  at  least  two  groups,"  says  Ray 
Boggs,  director 
of  Small  Busi- 
ness and  Home 
Office  Research 
for  BI.S/C:.\P  In- 
ternational, a 
Boston-based 
market  re- 
searcher. "On  the  one  hand  is  senior  manage- 
ment and  senior  know  ledge  workers.  .\nd  there 
are  the  salespeople  and  other  tleld  workers  in 
service  jobs." 

Though  there  is  no  research  data  on  the 
size  of  the  portable  office  market,  by  all 
indications,  it's  at  its  earliest  stages.  "The 
manufacturers  are  a  bit  ahead  of  the  market," 
suggests  Boggs,  who  adds  that  potential 
customers-at  least  ha\  e  not  yet  come  to  grips 
with  an  underlying  issue:  "To  what  extent 
does  the  added  convenience  justify  the  added 
expense.'" 


HABIUESSING  THE 
PGWFR  OF  THE  PRESS 

MoF'.-  iluin  .SOO  years  after  Johannes 
CJutenbc  sscmbled  the  first  printing  press, 
personal  k  uting  is  taking  publishing  full 
circle-baci      rhe  realm  of  cottage  industries. 

There  i:      lot  be  a  large  market  for  "John 


Smith's  Illustrated  monthly",  but  thecombina- 
tion  of  PCs,  high  resolution  printers  and  the 
requisite  software  is  enabling  even  one-person 
companies  to  match  the  sophisticated  presen- 
tations of  much  larger  competition. 

This  special  section,  in  fact,  was  produced 
in  part  using  desktop  publishing.  But  more  to 
the  point,  small,  often  home-based  businesses 
are  creating  e\ervthing  from  ad\ertising 
brochures  to  newsletters  and  even  a  book  or 
two  with  a  personal  computer  and  desktop 
publishing  program. 

In  many  respects,  they're  simply  expanding 

their  reach  from 
everyday  word 
processing.  But 
where  the  out- 
put from  a  basic 
word  processing 
program  closely 
resembles  type- 
\\  rittcn  pages,  desktop  publishingsoftware  ma- 
nipulates and  rearranges  text  and  adds  graphics 
to  create  an  entirely  different-and  much  more 
sophisticated-product. 

E\en  a  relatively  incxpensi\e  desktop 
publishing  package,  such  as  Publish  It!,  a  $200 
program  from  Timeworks,  can  present  text  in 
different  typefaces  and  sizes,  and  incorporate 
graphics  within  a  completely  customized  layout. 
More  sophisticated  programs,  such  as  .Avagio,  a 
S.SOO  program  from  I  nison  World,  can  do 
complex  shading,  overlay  text  on  graphics,  in 
short  produce  \irtually  anything  that  can  be 
done  by  traditional  publishing  methods-and  at 
a  fraction  of  the  cost. 

While  there's  nothing  particularly  new  about 
this-desktop  publishing  has  become 
commonplace  in  the  corporate  world-rapidly 
declining  prices  and  increasing  sophistication 
of  both  hardware  and  software  are  opening  it  up 
to  anyone  with  $3,000  or  so  and  the  need  to 
produce  something  sharper  than  a  typed  page. 

That  budget  would  include  either  an  IBM- 
compatible,  probably  at  least  a  286-based 
machine,  or  an  Apple  .Macintosh,  a  laser  printer 


We're  total 
communication 
systems.  Innovative. 
Flexible.  Expandable. 


Custom-tailored  to 
fit  your  needs  and 
save  you  money. 
We're  made  here,  in  the  USA. 
With  high-quality  equipment. 
And  a  service  organization, 
specially  trained  to  solve 
your  problems. 
For  the  authorized  Panasonic  dealer 
nearest  you,  call  1-201-392-6885. 
You'll  get  a  lot  more  than  just  talk. 

Panasonic . 
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and  the  requisite  software. 

By  ail  accounts,  that  package  would  have 
cost  at  least  $1,000  more  only  a  year  ago,  but 
price  cuts  on  existing  products,  and  one  or  two 
surprising  developments  account  for  the 
difference.  Within  the  last  year,  several  new 
products  have  created  a  breakthrough  of  sorts 
in  equipment  pricing  and  capabilities. 


Earlier  this  year  in  a  formal  announcement. 
Canon  VSA  unveiled  a  new  software  package 
for  its  line  of  commercial  color  copiers  that 
should  bring  color  desktop  publishing  within 
the  reach  of  small  companies.  Canon's 
Postscript  interpreter,  based  on  the  desktop 
publishing  industry's  de  facto  software 
standard,  will  allow  the  company's  color  copiers 
to  print  documents  produced  on  the  estimated 
4,000  or  so  software  packages  that  support 
Postscript. 

As  Canon  marketing  manager  Arnie  Peters 
envisions  it,  "Just  go  into  your  local  copy 
center  with  your  floppy  disk.  And  they'll  print 
it  on  a  Canon  color  copier." 

Last  year  Hewlett  Packard  caught  the  com- 
puter world-and  most  of  its  competition-off 
guard  when  it  introduced  its  Laserjet  IIP,  a 
laser  printer  that  sells  for  under  $1,000  in  many 
parts  of  the  country.  That  compares  with  laser 
printer  prices  $500  or  $600  higher  from  most 
suppliers. 

In  addition,  simple  desktop  publishing 
software  programs  are  now  available  for  less 
than  $2(50,  sometimes  under  $100.  And  both 
low-end  Apple  Macintoshes  and  IBM- 
compatible-  are  less  expensive  now  than  a 
year  ago. 

Few  peopji.  would  want  to  produce  much 
more  than  a  basic  >  port  or  simple  newsletter 
with  that  package-  .  ire  powerful  systems  can 
approach  $1 0,000,  de[;v;i  ,dingon  the  computer, 


printer  and  software-but  some  computer 
executives  suggest  that  a  low-end  desktop 
publishing  system. can  handle  the  needs  of 
most  users. 

"The  world  of  desktop  publishing  is 
primarily  text  based, "notes  Eric  Gaer,  director 
of  marketing  for  Personal  Computer  Products 
Inc.,  a  computer  software  company  specializing 
in  desktop  publishing.  PCPI  sells  font  cartridges 
for  Hewlett  Packard-compatible  laser  printers, 
a  desktop  publishing  package  and  related 
software. 

"People  want  their  documents  to  look  good, 
they  want  a  'published'  look,"  adds  Gaer,  who 
estimates  that  80  percent  of  desktop  publishing 
activity  involves  producing  corporate  reports, 
sales  presentations,  business  plans  and  other 
standard  documents.  The  remainingZO percent 
involves  advertising  brochures,  newsletters,  and 
other  projects  that  often  incorporate  graphics 
into  their  page  layouts. 

U.S.  companies  and  individuals  purchased 
more  than  $114  million  worth  of  desktop 
publishing  software  last  year.  Surprisingly, 
although  the  category  is  most  closely  identified 
with  .Apple's  Macintosh,  IBM-compatible 
packages  outsold  their  Mac  counterparts  by 
better  than  two  to  one. 

One  indication  of  the  growing  appeal  of 
desktop  publishing,  particularly  in  the  low-end 
market:  PhilipsConsumerElectronics  isadding 
Publish  It!  to  the  software  packaged  with  its 
Magnavox  Headstart  PCs.  "We  did  a  lot  of 
research  into  what  consumers  want  to  do  with 
their  computers, "explains  David  Berger, 
Philips  marketing  vice  president,  Electronic 
Information  Products. 

"This  is  what  people  want." 

THE  BEST  SEAT  IN 
THE  HOUSE 

Giovanni  Cozzi  was  still  in  his  restless  20s 


Sharp  has  led  the  fax  revolution  from  the  start. 
Lnd  we're  still  leading  the  way. 

With  technology  that  sets  the  industry  standards 
»r  performance,  reliability  and  value.  J| 


It's  this  commitment  to  quality  that's  made  Sharp 
America's  number  one  brand  since  1987. 

To  learn  more  about  Sharp's  23  best-selling  models, 
from  machines  for  the  home  office,  to  sophisticated 
systems  for  major  corporations,  to  our  afifordable  new 
plain  paper  laser  fax,  call  1-800-BE-SHARP. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 
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when  from  a  small  showroom  above  New  York's 
Lexington  Avenue  he  began  converting  dens, 
living  rooms 
and  any  other 
free  apartment 
and  home 
space  into 
miniature 
movie  theaters 
for  discerning 

customers.  Take  a  projection  TV  set,  some 
high  quality  audio  and  video  electronics,  per- 
haps some  custom  built  furniture  and  Cozzi 
would  create  what  soon  became  known  as 
"media  rooms"  for  consumers  tired  of  long 
lines  at  the  movie  theater  and  patient  enough 
to  wait  for  their  favorite  movies  to  appear  on 
videotape  and  video  disc.  The  store  is  long 
since  gone,  but  almost  10  years  later  the  con- 
cept has  grown  up. 

"I'm  an  addict  of  this  category,"  enthuses 
Cozzi,  now  vice  president  of  Vidikron  of 
America,  a  projection  TV  manufacturer.  It's 
not  just  television,  he  asserts,  "It's  a  window 
into  the  story." 

It's  also  not  cheap. 

For  $5,000  to  $10,000,  anyone  with  a  room 
to  spare  can  buy  a  home  movie  experience  that 
rivals  all  but  the  best  theaters  around  the 
country.  That,  sadly,  says  as  much  about  the 
decline  of  classic  movie  palaces  as  it  does  about 
the  prowess  of  electronics  manufacturers.  But 
one  industry's  loss  is  another's  gain. 


"Manufacturers  realize  it's  a  big  potential 
growth  area,"  says  a  marketing  executive  with 
one  major  Japanese  manufacturer,  explaining 
the  prolifvjraiion  of  home  theater  components 
in  the  last  !8  months.  "And  we're  so  far  past 
due  in  addressing  sound  to  match  visuals." 

Most  movies  today  are  produced  in  Dolby 


surround  sound  stereo:  five  channels  left, 
right  and  center  up  front  and  two  rear  chan- 
nels. The  sys- 
tem carries 
sound  in  all  di- 
rections to  fol- 
low on-screen 
action.  That's 
what  made  the 
Tomcat  fighters 
in  "Top  Gun"  seem  to  zoom  overhead  as  the 
jets  flashed  off  the  screen  and  added  a  dizzy- 
ingly  alive  feel  to  the  helicopter  sequences 
in  "Red  October". 

But  while  many  movie  theaters  skimp  on 
the  speakers  and  electronics  for  surround  sound, 
anyone  with  a  few  hundred  dollars  can  buy  all 
the  components  necessary  to  recreate  it  at 
home.  In  addition  to  selling  conventional 
Dolby  surround  sound  decoders  which  process 
four  channels-left  front  and  rear  and  right 
front  and  rear-many  audio/video  manufactur- 
ers. Pioneer,  Denon  and  Yamaha  among  them, 
market  so-called  Dolby  Pro-logic  decoders 
which  add  a  center  channel  to  localize  dialogue 
at  the  screen. 

Manufacturers  often  quibble  about  what 
is-and  isn't-a  home  theater  setup,  but  a  full- 
blown system  will  probably  resemble  the 
follow  ing:  a  large  screen  TV  set,  almost  certainly 
a  projection  model  with  anywhere  from  a  four- 
to  a  10-foot  screen  measured  diagonally;  a  Hi- 
Fi  VCR  and  perhaps  a  laserdisc  player  for  the 
best  possible  video  and  audio  reproduction;  a 
Dolby  Pro-logic  decoder  and  power  amplifiers 
for  the  five  channels,  and  a  subwoofer  for  that 
palpable  "you  are  there"  bass  response.  Price 
tag:  anywhere  from  $2,000  to  $5,000  for  the  TV 
set,  $300  to  $500  for  the  audio  electronics, 
another  $500  or  so  for  either  a  laserdisc  player 
or  VCR  and  $500  and  on  up  for  the 
loudspeakers. 

Home  theater,  though,  is  as  much  concept 
as  technology,  and  it's  only  in  the  last  year  or  so 
that  manufacturers  have  begun  to  demonstrate 
its  potential  by  grouping  all  the  requisite 


GUARANTEED 
YEAR  IN,  YEAR  OUT 
YEAR  IN,  YEAR  OUT 
YEAR  IN,  YEAR  OUT 


Repetitive,  yes.  Irrelevant,  no. 

Because  the  more  you  l<now  about  your 
investment  in  a  cellular  telephone,  the  better 
you'll  feel  about  your  decision  to  buy.  Which 
is  why  the  Fujitsu  COMMANDER*  XL  puts  a 
guarantee  of  reliability  up  front ...  in  a  three- 
year  warranty. 

Smart,  sleek  design.  State-of-the-art  features 
like  alpha-numeric  memory,  speed-dialing  and 
911  emergency  override.  And  a  written  com- 


mitment to  reliability  that's  backed  by  Fujitsu, 
a  world  leader  in  telecommunications. 

Fujitsu  COMMANDER*  cellular  mobile 
telephones.  Quality  you  can  see.  Hear.  And 
read  in  our  warranty. 

For  the  name  of  the  COMMANDER®  XL 
dealer  nearest  you,  write  Fujitsu  America,  Inc. 
nil  Digital  Drive,  Richardson,  TX  75081. 
Or  call  1-214-699-9341  today. 

COMMANDER  "  is  <?  registered  trademarlt  of  Fujitsu  America.  Inc. 


FujiTSU 


The  global  computer  8^  communications  company. 
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products  in  self  contained  systems.  At  the 
Winter  (Consumer  Klectronics  Show  in  Las 
Vet^as  this  past  January,  the  Electronic 
Industries  Association/Consumer  Electronics 
(  J  roup,  the  show's  sponsor,  for  the  first  time  set 
aside  exhibit  space  specifically  for  home  theater 
displays.  And  one  of  the  most  popular  stops  for 
electronics  retailers  w  andering;  the  main  show 
floorwasa  I'ioneerdemonstration  room  packed 
with  the  company's  projection  TV  set,  laserdisc 
player,  Dolby  I'ro-lo^ic  surroimd  sound 
decoder,  a  multiple  array  of  loudspeakers  and 
audio  amplifiers. 

Industry  sources  estimate  that  sales  of  home 
theater  components  are  j^row  iniz;  at  an  annual 
rate  of  2.S  percent,  far  above  the  four  percent  or 
so  jirojection  for  the  entire  mdustry. 

IS  IT  LIVE  OR  IS  IT... 

If  a  man's  home  is  his  castle,  why  does 
Becthoxen's  '>th  lack  acoustic  majesty  when 
plaved  on  the  stereo  system  in  a  typical  li\  inj; 
room.'^  Probably  because  the  ow  ner  has  yet  to 
discox  er  digital  signal  processinfj;. 

I*()r  those  who  believe  that  computers  sit 
on  office  desks  and  spev\  out  reports,  memos 
and  spreadsheets  of  dubious  orit^in,  DSP  is  a 
welcome  departure  from  the  norm.  Home  and 
car  audio  DSP  conifioncnts  arc  actually 
dedicated  computers  that  reprocess  music  from 
virtually  any  source  often  to  da//ling  effects. 


i'hc  sountls  emanating  from  the  system's 
loudspeakers  take  on  the  acoustic  characteris- 
tics of  preprogrammed  environments  stored 
on  a  silicon  chip-anything  from  a  Ciothic  ca- 
thetlral  to  an  intimate  ja//.  club.  At  its  best, 
DSP  works  electronic  magic:  With  eyes  closed. 


the  room  is  transformed. 

Digital  signal  processing  is  hardly  new; 
Yamaha  has  been  marketing  DSP-the  com- 
pany actually  calls  it  Digital  "Soundfield" 
Processing-in  one  form  oranother  for  the  better 
part  of  the  past  decade.  But  at  the  Winter 
( Consumer  Electronics  Show  this  past  January, 
both  home  and  car  audio  manufacturers  en 
masse  rediscovered  the  technology. 


DSP,  in  fact,  is  the  natural  extension  of 
graphic  etjuali/ation,  delay  circuits  and  other 
more  conventional  signal  processing:  DSP  runs 
the  preamp  signal  through  special  circuits  that 
algorithmicalK  recreate  the  reflected  wave 
patterns  of  various  environments,  either  real  or 
theoretical. 

While  \amaha  measured  the  acoustic 
environments  of  specific  concert  halls, 
cathedrals  and  other  music  venues  to  build  a 
menu  of  built-in  options,  most  manufacturers 
have  opted  for  generic  settings  such  as 
"stadium,"  or  "club,"  based  on  averaged 
measurements  from  several  venues. 

"Sound  travels  at  the  same  speed,  regardless 
of  fre(]ucncy,"  says  Rick  Del  Ciuidice,  national 
product  manager  for  Technics  home  and  car 
audio.  "Once  you  know  the  environments  it's 
all  pure  formulas." 

All  this  comes  at  a  relatively  hefty  price. 
Yamaha's  DSP  models,  for  example,  range 
from  to  $1  ,(S()()  dependingon  the  features 
and  technological  sophistication.  And 
competing  models  generally  fall  in  the  same 
range.  \dd  to  that  the  expense  of  at  least 
another  pair  of  loudspeakers,  and  DSP  can 
(|uickly  dwarf  the  average  consumer's  initial 
investment  in  home  audio  components. 

By  compressing  the  data  storage  for 
different  environments  to  a  single  microchip, 
manufacturers  have  also  refined  DSP  into  a 


he  "Best  and  Brightest"  of  the  Year. 

dex^m  PowerFax™  from  Fujitsu. 

**** 


Home-Office  Computing 
magazine  December  1989 


In  December  1989,  HOME-OFFICE  COMPUTING  maga- 
zine chose  the  year's  "Best  and  Brightest"  office  products- 
their  "Editors' Picks"  for  1989. 

From  the  hundreds  of  products  they  reviewed  all  year, 
they  selected  one  fax  for  this  special  recognition-the 
dex  150  PowerFax  from  Fujitsu.  Here's  why; 

"The  moment  I  opened  the  box,  I  got  the  feeling  the 
makers  of  this  outstanding  fax  had  my  needs  in  mind." 

Of  course  we  can't  anticipate  every  need.  But  in  the 
dex  150,  we  tried  to  anticipate  the  needs  of  most  fax  users . . . 

"The  dex  150  is  packed  with  an  impressive  array  of 
basic  and  advanced  features." 

Features  like  a  20-page  memory,  FaxForwarding™,  and 
autodialing  for  up  to  76  fax  and  76  telephone  numbers. 
Plus  activity  reports,  voice  request,  delayed  transmission, 
broadcast  and  more. 


Including  one  really  unusual  feature . . . 

"...the  user's  manual  is  a  model  of  easy-to-use 
documentation." 

High  praise  indeed.  And  here's  the  bottom  line. . . 

"...the  price  is  certainly  right  considering  the 
outstanding  features." 

HOME-OFFICE  COMPUTING  describes  their  Editors' 
Picks  for  1989  as  "the  products  that  we  want-or  think 
that  you  would  want  to  run  your  business." 

We  couldn't  agree  more. 

For  more  information  on  the  dex  150  PowerFax,  contact 
Fujitsu  Imaging  Systems  of  America,  3  Corporate  Drive, 
Commerce  Park,  Danbury,  CT  06810.  Or  call: 
1-800-243-7046. 


dex  IS  a  registered  trademark  and  PowerFax  and  FaxForwarding 
are  trademarks  of  Fujitsu  Imaging  Syst<ms  of  America,  inc 
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The  global  computer  &  communications  company. 


viable  prod  lift  for  car  stereo,  either  as  a  discrete 
component  with  multiple  inputs  and  outputs 
or  built  into  a  car  stereo  receiver. 


Fujitsu  Ten,  for  example,  has  built  a  $1 ,000 
in-dash  receiver  with  four  settings  stored  on  a 
single  chip.  Most  major  car  stereo  suppliers,  in 
fact,  including  Alpine,  Technics,  Pioneer, 
Clarion  and  Kenwood,  expect  to  have  DSP 
product  in  stores  this  spring,  probably  at  similar 
prices. 

Shifting  DSP  intocaraudioactually  presents 
manufacturers  with  an  entirely  different,  and 
vexing,  set  of  problems,  and  car  DSP  is  really 
something  of  a  work  in  progress.  Chief  among 
the  roadblocks:  outside  noise  from  trucks,  car 
horns,  the  wind  and  even  the  road  itself. 

As  Kerry  Shrode,  a  Yamaha  technical 
services  specialist  puts  it,  "Home  and  car  audio 
have  one  thing  in  common.  T  hey  both  make 
music-and  it  ends  at  that."  Listening  to  a  car 
stereo,  he  notes,  "islike  listeningtoyourstereo 
at  home  with  a  loud  party  going  on  around 
you." 

To  counteract  ambient  noise, 
manufacturers  are  working  on  noise 
cancellation  circuitry  that  would  emit  out  of 


phase  sound  waves  which  would  effectively 
cancel  the  sound  waves  from  outside  noise. 
The  trick,  however,  is  to  accomplish  that 
without  snuffmg  out  the  more  important 
outside  noises,  such  as  a  car  horn  blaring  in 
frantic  warning. 

Then  there's  the  matter  of  positioning. 
Most  people  tend  to  sit  somewhere  between 
the  left  and  right  speakers  when  listening  to 
their  home  stereo,  but  that's  virtually  impossible 
in  a  car.  And  that,  balance  controls  not 
withstanding,  throws  off  the  imaging  so  crucial 
to  realistic  music  reproduction. 

Because  DSP  circuitry  can  alter  the  acoustic 
environment,  it  can  also  shift  the  sound  stage, 
"up  and  down,  left  and  right,"  notes  Shrode. 
And  many  DSP  units  will  likely  incorporate  a 
center  channel  for  an  additional  loudspeaker 
that  can  be  mounted  somewhere  around  the 
middle  of  the  dashboard. 

DSP  may  play  its  most  intriguing  role, 
though,  in  home  theater  systems.  Imagine 
watching  a  concert  video  on  a  large  projection 
TV  screen,  with  the  acoustics  matching  the  on- 
screen venue. 

There  are,  of  course,  drawbacks  depending 
on  the  programming.  The  concept  falters  with 
movies,  where  the  action  on-screen  can  switch 
froma  windswept  mountaintop  to  a  small  cabin 
in  a  matter  of  seconds.  But  if  someone  craves 
the  ultimate  home  theater  experience,  a  flick 
of  the  controls  can  conjure  up  the  cavernous 
echoes  of  an  oldtime  movie  palace. 

All  that's  missing  is  the  screaming  baby  in 
the  next  row. 

DON'T  LEAVE  HOME 
WITHOUT  IT 

In  many  respects,  this  is  another  case  of 
competition  breeding  innovation. 

A  little  more  than  two  years  ago  Sony  was  in 
the  midst  of  a  bitter  marketing  battle  to  establish 


There's  only  one  PBX  system 
that  won't  be  blown  away  by  the  future. 

When  the  future  comes  knocking,  only  one  PBX  has  both  the  flexible  architecture 
and  power  to  answer  the  challenge. The  Fujitsu  F9600.™  Unlike  others  who've  reti'o- 
fitted  older  PBXs,  the  F960U  was  designed  fi'om  the  start  to  take  advantage  of 
emerging  telecommunication  services— like  ISDN  and  broadband.  R)r  starters,  its 
distributed  processor  architectui'e  lets  you  add  capacity  and  functionality  simply 
by  adding  processor  modules.  Its  single  stage  switching  matrix  provides  smooth 
growth  and  fast  i)rocessing  of  voice,  data  and,  when  you  need  it,  broadband  services  such  as  video. 
And  thanks  to  its  high-level  applications-oriented  software,  new  applications  can  be  added  as 
quickly  as  your  needs  change.  H)day  the  system  is  peri'oiTning 
worldwide  in  over  1,300  installations.  Wliich  shouldn't  come  as  a  surprise,  consid- 
ering Fujitsu  Ltd.  is  a  pioneer  in  ISDN  technology  and  an  $18  billion  global  leader 
in  computers  and  telecommunications.  Tl:)  see  just  how  much  Ijetter  the  F9600 
really  is,  call  Fujitsu  Business  Communication  Systems  at  1-800-654-0715.  You'll 
find  that  with  the  F9600,  the  future's  nothing  to  be  afi'aid  of. 


FUJITSU 


FUJITSU  BUSINESS 
COMMUNICATION  SYSTEMS 


*<  19H9,  Fujitsu  Business  C'ummuniralion  Systems.  F9*1(HI  is  a  Irademark  of  Fujitsu  Business  ("nmmunication  Systems. 


rri      1    rp  1  tm 

Tank  Tough 
your  business. 


In  today's  unforgiving  business  environ- 
ment, nobody  wants  to  hear  that  your 
printer  went  down.  Or  it  zigged  when  it 
should've  zagged.  Performance  is 
everything.  And  reliability  is  the  ke>'.  They 
don't  come  any  tougher  than  the  new 
390  Plus  printers  by  Okidata. 

Tank  tough. 

The  new  390  Plus  Series  are  the  most  ver- 
satile printers  in  the  business.  Spreadsheets 
to  multi-pan  forms,  letter  quality  to  super 
high-speed  drafts,  these  tough  guys  can 
handle  anything  you  throw  at  them.  You 
can  run  your  whole  business  or  department 
on  a  390/391  Plus,  or  393  Plus. 

Tank  tough. 

Superior  engineering  makes  paper  hand- 
ling a  breeze.More  t>pe  faces  make  for  more 
exciting  presentations.  .And  there  isn't  a 
printer  on  the  market  that  pumps  out  quali- 
ty work  faster,  on  a  day  in,  day  out  basis 
than  these  workhorses. 

Tank  tough. 


Rugged  reliability. 
Consistent  perfor- 
mance. Incredibly 
versatile.  After  more 
than  3,000,000  print- 
ers, the  folks  at 
Okidata  know  what 
you  want.  And  you  get  it  all  with  the  value 
packed  390  Plus  Series. 

Printers,  faxes,  PC  modems.  Okidata  builds 
the  toughest  around.  Call  I-SOO-OKID.AEA. 
for  the  tank  tough  dealer  nearest  you. 


Printhead 
Life 

200  million 
characters 

Paper 
Hand/ins 

TouM 

bottom,  Jt 
rearfeed^ 

I 


The  390  Series  got  ra\e  revie\\s  from  PC  Magazine  and  PC  World.  We've  made  the  390  Plus  printers  e\en  better. 


Printers  that  do  it  all. 

OKIDATA 

an  OKI  AMERICA  company 

We  put  business  on  paper. 
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its  8mm  video  format  against  the  more 
established,  and  universally  popular  VHS. 
Although  Xmm  camcorders  were  selling  well, 
8mm  appeared  stillborn  as  a  home  video  format 
and  the  company  needed  to  expand  its  uses. 


If  consumers  didn't  want  a  home  deck,  the 
rcasoningapparently  went,  why  notofferthem 
something  portable? 

Personal  video  represents  the  state  of  the 
art  in  miniaturized,  portable  video 
entertainment.  By  combining  videotape 
playback  mechanisms  with  small  video 
displays,  home  video  manufacturers  are 
attempting  to  do  for  movie  and  video 
programming  addicts  what  the  waikman  did 
for  music  lovers. 

"It  is  quite  natural  that  people  want  to  use 
their  home  electronics  not  just  at  home,  but 
outside  as  well, "Sony  Consumer  Video  vice 
president  Yuki  Nozoe  says.  "Audio  and 
telephones  have  become  portable.  Why  not 
video.'*" 

Sony'sGV-9  Video  Walkman,  ata  hefty  list 
price  of  $1,.S00,  combines  a  four-inch  color 
LCD  with  an  8mm  VCR  mechanism.  As  with 
virtually  ail  personal  video  systems,  the  GV-9 
does  not  include  a  TV  tuner  because  of  stiff 
U.S.  import  duties  on  miniature  TV  sets. 

But  Sony  has  built  up  a  library  of  8mm 
prerecorded  software  estimated  at  more  than 
1,.S()()  titles.  It  includes  a  cross  section  of 
\  lolly  wood  hits,  instructional  videos,  children's 
tapes  and  the  like. 

"Having  different  types  of  software,  the 
applications  will  expand  accordingly,"  says 
Nozoe,  V,  ho  envisions  video  magazines 
produced  Tor  narrow  audiences.  "On  the  way 
from  their  home  to  their  office  they  can  see, 
not  just  read,  what's  happening  in  their  field." 

Since  Sony  unveiled  its  first  Video 


Walkman,  VHS  and  VHS-(]  manufacturers 
ha\  e  introduced  their  own  personal  video  gear. 
Most  recently  JVC  introduced  a  mix  and  match 
VHS-C;  system  that  can  be  configured  into 
everything  from  a  fixed  focus  camcorder  to  a 
one-piece  playback  unit. 

JVC's  version,  due  in  the  U.S.  later  this 
summer,  is  packaged  in  a  padded  attache  case 
and  carries  an  appropriately  James  Bond-like 
designation:  the  SC-F007.  The  modular  system 
includes  a  Super  VHS-C  record/playback  unit, 
an  LCD  monitor,  a  fixed  focus  lens  and 
accessories.  It  also  carries  a  suggested  list  price 
that  might  even  daunt  Goldfinger- 
$2,499-although  the  company  undoubtedly 
will  add  less  expensive  versions  at  some  point. 

Formats,  and  prices,  aside,  just  about  all 
the  personal  video  systems  target  the  same 
potential  customers:  businessmen  who  want 
to  review  corporate  communications  on  video 
while  they're  on  the  road,  families  on  vacation 
with  children  who  need  something  to  break 
the  monotony  of  travel  and  just  about  anyone 
else  who  wants  to  catch  up  on  anything  on 
videotape  when  they're  away  from  home. 

LITTLE  MAN,  BIG  MAN 

Dustin  Hoffman  accomplished  more  than 
winning  an  Oscar  for  his  performance  as  an 
autistic  savant  in  "Rain  Man"  last  year.  As 
Raymond  Babbit,  with  Sony  Watchman  in 
hand,  Hoffman  by  unofficial  estimates,  did 
more  for  the  sales  of  LCD  handheld  TV  sets 
than  the  advent  of  instant  replay. 


I^CD  TV  is  at  the  heart  of  the  television 
industry's  equivalent  of  the  search  for  the  Holy 
Cirail:  a  large,  flat  panel  TV  set  that  people 


It  may  seem  like  a  busmess  paradox,  but  sometmies  less  is  more. 
At  least  when  it  comes  to  adding  paper  and  toner  to  the  new  Minolta  EP  8600 
-volume  copier  Its  triple  barrel  toner  capacity  lets  you  produce  up  to  50,000 
;s  between  refills.  Or  almost  double  that  of  any  other  machine  in  its  class. 
-**p^  Now  that's  productivity  But  it's  just 

Uthe  beginning 
With  Its  standard  paper  trays  and 
optional  large  capacity  tray  you  can  load 
up  to  4000  sheets.  And  at  60  copies  a 
minute,  you'll  get  a  lot  more 
accomplished. 
An  LED  help  screen  accesses  over  40  different  messages 
solving  virtually  any  copying  problem  at  the  touch  of  a  button. 

B9  Minolta  Corporation 


Minolta's  Intelligent  Commander  makes  time-consuming  jobs  easier  It's  a 
self-contained  editor  and  control  panel  that  lets  you  program  and  store  different 
operational  sequences  on  a  memory  card. 

Other  innovative  features  in  the  EP  8600  include  automatic  duplexing, 
reduction  (up  to  61%  of  original)  and  enlargement  (up  to  164%  of  original), 
automatic  paper  selection/automatic  magnification  selection,  and  dual  original 
copying  for  producing  your  own  booklets. 

If  you  want  to  get  more  out  of  work,  the  Minolta  EP  8600  could  be 
just  the  kind  of  input  you've  been  looking  for  So  call 
1-800  -USA  -DIAL,  Ext  777  for  the  Minolta  dealer  nearest  you. 


COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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could  hanjz,  on  a  wall.  Since  the  largest  screen 
sizes  in  LCD  TV  today  are  under  lO-inclies 
measured  diagonally,  the  search  is  still  on,  but 
manufacturers  are  making  progress. 

LCDs,  short  for  licjuid  crystal  display,  hold 
several  advantages  over  the  cathode  ray  tubes 
used  in  conventional  TV  sets.  They  consume 
less  power,  are  lighter  and  much  thinner. 

An  LC'D  is  actually  a  glass  sandw  ich  with  a 
grid  of  transistors  and  licjiud  crystal  material  in 
between.  The  liquid  crystal  acts  as  a  polarizing 
light  valve:  Depending  on  the  design,  when  an 
electric  current  passes  through  a  section  of  the 
liquid  crystal,  its  molecules  either  rotate  to 
block  the  path  of  a  light  source  or  open  to  let  it 
pass. 


By  governing  the  amount  of  current, 
engineers  can  create  a  gray  scale  for  varying 
contrast,  and  that  controlled  activity  creates  a 
television  image.  Adding  individual  dots  of 
red,  green  and  blue  within  each  picture 
element,  and  filters,  extends  the  process  to 
create  full  spectrum  color  images. 

The  latest  generation  of  lAlD  sets  are 
brighter,  with  better  contrast  and  resolution 
than  older  LCD  TV  sets.  Much  of  the  credit 
goes  to  the  fact  that  manufacturers  are  finally 
getting  the  bugs  out  of  their  production  lines; 
spend  10  years  or  more  making  something, 
after  all,  and  eventually  it  will  get  better. 

But  the  resurgence  of  L(]D  TV  goes  beyond 
something  as  basic  as  fine  tuning  a  production 
hue.  just  about  all  the  new  sets  are  easier  on 
the  cvc  .  i->ecause  of  a  fundamental  change  in 
design  o\e  he  last  couple  of  years,  a  switch  to 
so-called  "ae"ive  matrix,"  rather  than  "passive 
matrix"  panels. 

In  acti\o  i  i  itrix  sets,  each  picture  element 
has  its  own  tr..M  isror,  which  supplies  the  current 
to  turn  it  on  and  off.  Passive  matrix  sets  have 


rows  of  transistors  rimnrng  along  the  edge  of 
the  display,  and  picture  elements  are  addressed 
by  sending  current  down  the  entire  vertical 
and  horizontal  row  to  the  pixels'  intersection. 

'Die  passive  matrix  process  is  slower  by 
fractions  of  a  second-but  that  delay  causes 
blurring  on  high-speed  action  and  can  wash 
out  the  picture;  each  pixel  must  be  constantly 
"refreshed"  with  a  charge  to  maintain  a 
completely  black  state. 

With  all  that  going  for  them,  why  hasn't 
Sony  or  RCA  or  any  other  TV  manufacturer 
junked  those  ancient  picture  tubes  for  LCDs.^ 
Take  the  experience  of  Sharp  Electronics,  a 
leader  in  LCD  development  and 
manufacturing. 

Sharp  has,  for  the  last  two  years, 
demonstrated  a  14-inch  color  LCD  TV  with 
impressive  resolution,  brightness  and  color 
fidelity.  Although  Sharp  executives  say  they 
have  cut  the  estimated  price  tag  on  the  set  from 
a  whopping  $1  (),()()()  a  piece  to  $5,()(K),  the  TV 
set  still  qualifies  as  the  embodiment  of  esoteric 
electronics.  Sharp  may  finally  begin  selling  the 
set  laterthisyear,  butcompany  insidersconcede 
that  the  daunting  cost  makes  that  an  iffy 
proposition. 

Television-grade  LCJDs,  as  opposed  to 
those  found  in  laptop  computers,  are 
prohibitively  expensive  in  all  but  the  smallest 
sizes  because  of  the  limited  yield  off 
manufacturing  lines.  Sharp,  according  to  private 
estimates,  gains  one  working  14-inch  LCD  for 
every  100  that  roll  off  the  production  line.  And 
that's  considered  state-of-the-art. 

This  is,  after  all,  very  much  an  industry  of 
small  steps.  From  the  two-inch  screens  of  the 
early  1980s,  which  reduced  a  baseball  to  the 
size  of  a  speck  of  dust,  manufacturers  have 
advanced  to  four-inch  screens  in  some  models. 
And  sometime  this  year,  Toshiba  is  expected 
to  begin  selling  a  6.5-inch  LCD  TV,  albeit  at  a 
stiff  price  well  in  excess  of  $1,000.  And  Hitachi 
now  makes  a  five-inch  L('D  TV,  also  in  the 
same  price  range. 

Those  price  tags  refiectan  artificial  infiatifju 


FAXIOOOL 

Affordable  Plain  Bond  Paper  Fax 


Ricoh  Presents  Conclusive  Proof  That 
Ml  Fax  Machines  Are  Not  Created  Equal 
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There  are  fax  machines.  And  then  there  are  RICOH  fax  machines 
?e  the  difference,  all  you  need  to  do  is  look  at  the  fax. 

3ducing  The  World's  First  Dual  Paper  Roll  Fax 

The  world's  first  dual  paper  roll  fax  is  the  RICOH  FAX105. 

The  RICOH  FAXlOS's  dual  paper  rolls  allow 
you  to  receive  oversized  documents  up  to 
U-inches  wide  at  full  size  without  shrinkage. 

 '  Which  is  great  for  faxing  documents  such  as 

er  sheets  and  computer  printouts.  And  of  course  the  RICOH 
105  comes  with  lots  of  other  great  features.  Such  as  a  9  second 
smission  rate.  A  memory  upgradable 
6 pages.  And  a  133-number  autodialer.  "Ynr^ 

It  Down  On  Plain  Paper 
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There's  nothing  like  plain  paper  to  make  your  fax  transmissions 
their  best.  RICOH's  FAXIOOOL  and  FAXIOIOL  combine  laser 
ting  technology  with  our  revolutionary '  'super  smoothing' ' 
ess  to  produce  images  at  near  400x400  resolution  on  plain 
1  paper.  What's  more,  the  affordable  FAXIOOOL  and  FAXIOIOL 
come  with  such  advanced  features  as  a  114-number 
auto-dialer.  A  60-page  memory.*  And  an  automatic 
page  retransmit. 

Good  Things  Come  In  Small  Packages 

Ricoh's  broad  line  includes  fax  machines  for  businesses  of  all 
>.  The  FAX09  brings  big  features  to  a  small  office  fax.  Like  an 
matic  document  feeder.  Automatic  dial.  And  a  7-page  memory. 
Which  just  goes  to  prove,  no  matter  what  you're  looking  for 
fax  machine,  it's  a  RICOH  fax  machine  you  should  be  looking 
fo  find  a  RICOH  dealer  or  representative  nearest  you,  dial 
0-63-RICOH. 

here  ImaginationBecomes  Reality 


FAX105 
World's  First  Dual  Roll  Fax 


FAX09 

Big  Features  in  A  Small  Fax 


Official  Worldwide  Sponsor  of 
the  1992  OlyrTipic  Games 

OQ9 


Dre  information,  write  to:  Ricoh  Corporation,  5  Dedrick  Place,  West  Caldwell,  N]  07006.  Attn:  Office  Products  Business  Division,  Box  20. 
age  memory  on  FAXIOIOL  36-  USC  380 
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in  addition  to  the  cost  of  production.  The 
United  States  government  charges  anti- 
dumping import  duties,  estimated  at  anywhere 
from  10  to  29  percent,  on  LCD  TV  sets  from 
Japanese  manufacturers. 

Yet  even  without  the  duties,  those  sets 
would  still  cost  as  much  if  not  more  than 
conventional  TV  sets  three  and  four  times  as 
big.  "It's  a  matter  of  value,"  notes  James 
Palumbo,  president  ofSony  Consumer  Display 
Products  Company.  An  affordable  six-inch 
LCD  TV,  he  asserts,  is  more  than  two  years 
away.  "Within  the  next  24  to  36  months.''  Yes, 
it's  possible." 

Despite  those  hurdles  in  their  path,  it 
appears  that  manufacturers  are  making  progress 
towards  larger  LCD  TV  sets,  in  several  different 
configurations. 

Sharp  has  developed  a  front  projection  TV 
set  that  uses  three  LCD  panels  in  place  of 
cathode  ray  tubes  to  project  images  up  to  100- 
inches  measured  diagonally.  Although 
relatively  expensive  at  $5,000  suggested  list 
price,  the  set  is  also  small  enough-about  the 
size  of  a  slide  projector-and  light 
enough-approximately  35  pounds-to  serve  as 
a  portable  TV. 

Although  not  yet  in  stores,  Panasonic's 
prototype  40-inch  rear  projection  TV  set  was 
shown  to  the  industry  at  last  year's  Summer 
Consumer  Electronics  Show.  Panasonic  rates 
the  set  at  480  lines  of  horizontal 
resolution-sharper  than  most  CRT  sets  sold 
today-and  company  executives  indicate 
privately  they  may  begin  selling  it  within  a 
year  or  two. 

The  ultimate  goal,  though,  is  a  single  flat 
panel  TV  set,  and  the  prospects  for  that  are  still 
shrouded  in  the  vagaries  of  research  labs. 

To  sidestep  the  problem  of  yields  on  large 
panels,  two  American  manufacturers,  neither 


of  which  has  been  known  for  work  in  television, 
have  been  developing  a  "mosaic"  strategy  that 
would  link  several  smaller  panels  into  one 
large  display.  Raychem,  a  Fortune  500  high 
tech  components  manufacturer  located  in 
Menio  Park,  CA,  and  Xerox  have  been 
developing  a  new  generation  of  LCDs  that  are 
said  to  outperform  active  matrix  displays. 

According  to  Raychem's  director  of 
technical  development.  Dr.  Brian  Macknick, 
four  panels  can  be  linked  together  to  create 
one  large  television  display,  and  if  the  two 
companies  can  find  a  television  manufacturer 
willing  to  invest  in  production,  they  hope  to 
begin  making  the  sets  later  this  year  or  early  in 
1991. 

Those  first  sets  may  be  no  larger  than  12- 
inches,  and  the  two  companies  are  not  even 
close  to  slapping  a  price  tag  on  them,  but  in 
crusades  such  as  this,  that  would  still  be  a  giant 
leap  forward. 

Until  then,  keep  those  paintings  on  the 
living  room  wall  right  where  they  are.  * 


The  Klectronic  Industries  Association/  • 
(Consumer  Klectronics  Ciroiip  sponsors  the: 
annual  Winter  and  Summer  (Consumer 
Klectronics  Shows.    But  the  consumer' 
electronics  arm  of  the  66  year  old  KIA  plays  a 
much  broader  role  for  an  industry  that  should 
account  for  nearly  $45  billion  worth  of  retail 
sales  in  the  United  States  this  year. 

'I'he  KIA/C:KCi  has  lobbied  in  favor  of 
legislation  protecting  the  rights  of  Americans 
to  tape  music  and  television  programmingfor 
their  own  use,  is  developing  a  home 
automation  standard  that  will  allow  all  the 
electronics  in  a  home  to  communicate  within 
one  intelligent  network  and  compiles  the 
sales  statistics  that  paint  a  comprehensive 
picture  of  American  tastes  and  desires. 

The  organization  also  works  with  the 
Department  of  Commerce  to  track  U.S. 
consumer  electronics  imports  and  exports.c^  " 
And  it  produces  a  wide  range  of  consumer 
informational  publications  on  consumer 
electronics. 


r  more  Information  write  ll/lita  Copystar  America.  Inc , 
P  O  Box  599.  West  Paterson.  NJ  07424 
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j  Mita.  All  we  make  are  great  copiers  Even  long  distance  ones 
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e  Samsung  Small  Business  Fkx. 

Because  Man  Should  Not  Live  By 
Ebq)ress  Mail  Alone. 


It's  time  your  business  Joined  the  fax  revolu- 
tion. Some  reasons:  faxing  can  be  faster,  more 
efficient  and  less  costly  than  overnight  mail. 

But  the  best  reason  may  be  this:  Samsung 
has  designed  fax  machines  expressly  for  small 
businesses. 

The  new  Samsung  fax  machines  have  features 
you  need  to  save  time,  money  and  trouble. 


Compatibility  with  virtually  all  other  fax 
machines.  Transmission  in  as  little  as  fifteen 
seconds.  Automatic  dialing,  automatic  paper 
feeding  and  one  button  operation. 

And  because  Samsung's  quality  testing  is 
so  exliaustive,  your  Samsung  fax  machine  will 
be  riglit  there,  doing  its  job— time  after  time 
after  time. 


:g  SAMSUNG 


15>ur 
Oxford 
Summit 

University  College 
September  19-22, 1990 


For  three  days  this  September  world  business  and  academic  leaders  will  meet  at  Oxford.  This  year 
of  all  years  you  should  be  among  them. 

The  occasion  is  the  seventh  annual  International  Business  Outlook  Conference 
sponsored  by  Oxford  Analytica  Ltd  and  the  International  Herald  Tribune.  The  subject  is  the  world. 

The  Conference  provides  a  unique  forum  for  putting  into  perspective  the  dramatic 
political  economic  and  social  forces  shaping  the  global  business  climate. 

A  hallmark  of  the  Conference  is  its  coUegial  atmosphere,  which  provides  opportunity 
for  lively  and  informal  exchange  with  academics  and  business  peers.  Attendance  must  be  strictly 
limited  to  maintain  the  2:1  delegate  to  expert  ratio. 

The  Conference  also  offers  periods  of  quiet  reflection  and  relaxation  with  a  social 
program  appropriate  to  its  distinguished  setting.  The  closing  banquet,  at  Blenheim  Palace,  will 
be  addressed  by  a  leading  international  figure. 


This  year,  you  should  join  us. 

»  I  k    INTERNATKINAL  ^  g 


The  (il()h;il  Newspaper 


OXFORD 
ANALYTICA 

A  Specialized  consiiltin)>  firm  whicli  draws  its  project 
teams  from  more  than  500  senior  faculty  members  at 
Oxford  and  other  major  universities. 


930  inclusive  oi  acco 
^  '      Clip  vour  cAid  nei^  w 

?ov  tuW  ^'^'\'\  Business  Ouuoo  ^^^^ 
The  l"^^"^.^"  ?  Herald  Tribune  65  lonft 
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Insurance 


POLICIES  FOR 

THE  WORST  OF  TIMES 


Few  things  are  more 
frightening  for  the  el- 
derly than  chronic  ill- 
ness— and  the  skyrocketing 
cost  of  long-term  care  for 
those  who  are  stricken.  A 
year  in  a  nursing  home  runs 
an  average  of  $22,000,  and  up 
to  $50,000  in  some  regions. 
Home-based  care  ranges  from 
$50  to  $200  a  day. 
Today,  however,  more  than 


while  a  75-year-old  would  pay 
$2,879  a  year. 

Under  one  plan  offered  by 
AMEX  Life,  for  example,  a  pol- 
icy that  covers  four  years  in  a 
nursing  home,  with  an  infla- 
tion-adjusted daily  benefit  of 
$80,  would  run  $1,556  a  year 
for  a  70-year-old.  For  $2^460, 
the  policy  also  would  cover 
health  care  at  home,  such  as 
nurses  and  day  care. 


better  use  for  the  money  in 
your  younger  years.  Also,  you 
can't  recoup  any  premiums  if 
you  decide  to  cancel. 

Long-term  care  insurance  is 
expensive,  and  the  chances  of 
needing  a  long  nursing  home 
stay  are  relatively  small: 
About  7.77^  of  men  and  14% 
of  women  will  stay  in  a  nurs- 
ing home  for  more  than  one 
year.  So  in  deciding  whether 


100  companies  sell  long-term 
care  policies  designed  to  pro- 
tect the  assets  of  aged  indi- 
viduals from  these  enormous 
costs.  The  United  Seniors 
Health  Cooperative  (USHO,  a 
Washington-based  consumer 
group,  found  that  a  person 
who  signs  up  at  age  65  can 
expect  to  pay  an  average 
yearly  premium  of  $1,255, 


Some  companies  are  using 
low  yearly  premiums — $125 
on  average — to  market  poli- 
cies to  buyers  as  young  as 
age  30.  But  consumer  advo- 
cates advise  you  not  to  begin 
thinking  about  coverage  much 
before  age  60.  For  one  thing, 
you  probably  will  not  need 
long-term  care  before  your 
late  70s,  and  you  may  have 


to  purchase  a  policy,  consider 
whether  your  family  has  a 
history  of  chronic  illness.  Oth- 
er questions  to  ask;  Can  you 
pay  the  costs  of  care  out  of 
your  own  pocket?  Will  the 
premiums  pose  a  hardship? 
Do  you  want  to  leave  an  in- 
heritance for  your  children? 

The  variety  of  options  can 
make  shopping  for  the  right 


■iir- 
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policy  bewildering.  It's  im] 
tant  to  understand  that  sj'-' ' 
policies  include  limitati 
that  make  them  worthless 
sure  that  the  policy  cotI^ 
custodial  and  intermedi  ^ 
care  in  addition  to  skif'  " 
care.  That's  because  few 
pie  need  long  periods 
around-the-clock  nursing- 
definition  of  skilled  c; 
"They  need  custodial  car^f  ■ 
they  want  to  be 
tected,"  says 
Shearer  of  Consun|i' 
Union. 

BEWARE.  The  pofj':-'''-' 
also  should  explic 
cover  Alzheimer's 
ease,  which  is  d 
nosed  in   half  of 
nursing-home  patie 
Steer  clear  of  poli 
requiring  that  a  pat 
be  hospitalized  be; 
entering    a  nurs 
home,  or  receive  sk 
nursing  care  beforefJH 
coming  eligible  for 
todial  care.  Few 
heimer's  patients  i 
prior  skilled  care, 
companies  use  tl 
provisions    to  d 
benefits. 

Beware  of  pron^ 
of  lifetime  "level" 
mmms.  The  words 
gest  that  a  com*-: 
can't  raise  your  n 
In  reality,  thougl 
company  is  legallj 
lowed  to  jack  up 
premium  as  long  it'iy^ 
does  the  same  for  ever  i  i  ;> 
else  your  age  who  boughl  iiiir 
same  policy. 

Even  the  most  compre 
sive  policy  will  not  cove 
costs.  Policyholders'  ou 
pocket  expenses  will  dej  Tv  - 
on  the  level  of  benefits 
buy.  You  have  to  deteri 
whether  better  benefits  t; 
worth  the  higher  monthly  t 
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In  making  that  calcu- 
consider  these  basic 

Benefit.  Most  policies 
fixed  daily  amount, 
r  between  $40  and  $120 
lursing  home  and  half 
r  each  home-care  visit, 
the  costs  of  long-term 
I  your  community.  A 
ily  benefit  won't  be 
much  in  a  city  where 
i  costs  are  $100. 
lion  Protection.  Con- 
idvocates  strongly  rec- 
d  benefits  that  get  ad- 
for  inflation.  This  is 
Ily  true  for  younger 
its,  who  are  not  likely 
a  benefit  for  10  to  20 
f^pplicants  over  age  75 
eed  it,  though, 
nation  Periods.  Policy- 
5  also  can  choose 
elimination  periods, 
■ly  part  of  a  nursing- 
tay  that  a  policy  will 
er.  Purchasers  should 
'  a  policy  with  an  elimi- 
period  of  more  than  90 
Iven  at  90  days,  a  poli- 
r  in  a  city  where  care 
580  a  day  could  pay 


MORE  ABOUT  PLANNING  FOR  lONG-TERM  CARE 


Organization 

Address 

Publication 

Charge 

AMERICAN  ASSOCIATION 
OF  RETIRED  PERSONS 

1909  K  St.  N.W. 
Washington,  D.C.  20049 

Before  you  buy:  A  guide  to 
long-term  care  insurance 

NONE 

CONSUMER  REPORTS 

P.O.  Box  53016 

Boulder,  Colo.  80322-3016 

Update:  Paying  for  a  nursing 
home  (October,  1989,  article) 

$4.00 

UNITED  SENIORS 
HEALTH  COOPERATIVE 

1334  G  St.,  Suite  500 
Washington,  D.C.  20005 

Long-term  care: 

A  dollar  and  sense  guide 

$7.95 

$7,200  before  the  policy  kicks 
in.  And  more  than  half  of  all 
nursing-home  stays  are  for 
less  than  90  days.  But  policies 
with  shorter  periods  are  con- 
siderably more  expensive. 
TRICKY  NUMBERS.  Most  chron- 
ically ill  want  to  live  at  home, 
so  policies  now  include  home- 
health  coverage.  These  provi- 
sions are  tricky  for  consum- 
ers. For  instance,  buyers 
should  look  out  for  provisions 
that  require  a  prior  hospital 
or  nursing-home  stay.  Most 
people  who  need  home  care 
don't  need  to  be  institutional- 
ized first. 

Also,  ]);iy  attention  to  the 


kind  of  home  care  a  policy  of- 
fers. Most  of  the  frail  aged 
don't  need  nurses  and  thera- 
pists, and  medicare  already 
has  a  limited  home-care  bene- 
fit that  covers  such  skilled 
care.  The  USHC  recommends 
that  buyers  look  for  policies 
that  provide  coverage  for 
health  aides  and  personal  care 
assistants,  who  help  with  ac- 
tivities of  daily  living  such  as 
dressing  and  eating. 

Purchasers  should  carefully 
read  the.  definitions  of  eligibil- 
ity. Some  policies  will  provide 
care  if  a  person  needs  help 
with  two  or  three  daily  activi- 
ties. Watch  out  for  policies 


that  drop  bathing  from  the 
list,  since  most  frail  elderly 
need  help  with  bathing. 

Also,  many  plans  say  they 
will  pay  for  home  health  care 
only  if  it  is  medically  neces- 
sary. "They  should  ask  for  a 
written  clarification  of  what 
that  term  means,"  says  James 
P.  Firman,  the  health  coopera- 
tive's president.  "It's  better  if 
your  doctor,  not  their  doctor, 
does  the  certification." 

One  final  warning:  Insur- 
ance watchdogs  say  this  new 
market  is  rife  with  abuse.  If 
you  have  any  problems,  call 
your  state  insurance  depart- 
ment. By  Sumn  Garland 


Potables 


\sn  OF 

TOP-SHELF 
IRBONS 


entucky  Derby  time  is 
mint  julep  time,  when 
America's  only  native 
bourbon,  regains  the 
s  circle.  In  the  past  5 
bourbon  consumption 

U.  S.  has  dropped 
-though  it's  more  popu- 
n  ever  overseas.  Hop- 
match  that  prestige  at 
distillers  are  launching 
m  bourbons.  "We're 
to  transcend  that  im- 

a  few  guys  sitting 
a  bar  and  knocking  a 
ck,"  says  Martin  Slat- 
f  Schenley,  maker  of 
Dickel. 
t  makes  a  bourbon  pre- 
The  distillers  talk  of 
[uality  grains"  and  "la- 
msive  distilling."  But 
y  cynics  suggest  that 
y  thing  that's  premium 


FROM  SWEETISH  OVERTONES  TO  SOUR  BITES 


is  the  price:  $15  and  up  per 
750-milliliter  bottle,  double  the 
tag  on  standard  brands. 

Bourbon  has  long  stirred 
controversy.  Virginia  and 
Kentucky  both  claim  to  be  its 
birthplace.  Then  there's  con- 
tent. Federal  regulations  say 
bourbon  mash  must  be  at 
least  51%  corn,  distilled  in  the 
U.  S.,  and  aged  in  newly 
charred  barrels.  Early  Times, 


which  employs  re- 
used barrels,  must 
call  itself  Ken- 
tucky whiskey. 
Jack  Daniel's  is 
Tennessee  whis- 
key— it  is  filtered 
over  charcoal, 
which  isn't  in  the 
federal  recipe. 

Beyond  dispute 
is  that  flavor  is  in 
flux.  In  recent 
years,  some  cheap- 
er brands  have 
lowered  proofs  and 
lightened  recipes 
"so  you  get  some- 
thing that  tastes  a 
bit  more  like  bour- 
bon-flavored vod- 
ka," says  William 
Samuels,  producer  of  Maker's 
Mark,  a  premium  label.  As  a 
recent  BW  sample  tasting 
showed,  premium  bourbons 
have  more  intense  flavor  than 
those  less  costly.  Flavors  vary 
from  the  sweetish  overtones 
of  Gentleman  Jack  to  the  sour 
bite  of  George  Dickel. 

While  most  bourbons  are 
stored  in  barrels  for  4  years, 
many  premiums  age  6  or  8  or 


even  12  years.  Age  doesn't 
automatically  mean  quality, 
but  it  does  impart  mellow- 
ness: Few  premium  bourbons 
deliver  that  traditional  chest- 
thumping  jolt. 

MELLOW  BURNS.  That  doesn't 
mean  firewater  is  out  com- 
pletely. "The  true  taste  of  a 
premium  bourbon  doesn't 
come  through  at  80  proof," 
the  minimum  strength  of 
bourbon,  insists  Max  Shapira 
of  Heaven  Hill  Distilleries.  Its 
Elijah  Craig  brand  is  bottled 
at  94  proof.  Wild  Turkey  is 
101  proof,  while  Booker  Noe 
is  121  proof.  It  burns — but  in 
a  mellow  way,  like  cognac. 

These  bourbons  might  best 
be  sampled  in  a  snifter,  says 
Ralph  Hallquist  of  Jim  Beam 
Brands,  which  makes  Booker 
Noe.  Drinking  bourbon  sans 
soda  is  nothing  new,  of 
course,  at  least  to  Kentucki- 
ans.  Witness  this  time-hon- 
ored mint  julep  recipe:  Pour 
bourbon  into  a  chilled  cup.  In 
another  cup,  crush  ice,  mix  in 
sugar  and  water,  adorn  with 
fresh  mint.  Promptly  toss  out 
mixture.  Proceed  to  consume 
bourbon.  Troy  Segal 
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Leisure 


PLAYING  BALL 
WITH  STATS— 
NOT  BATS 


Sometimes,  a  field  of 
dreams  isn't  a  field  at 
all.  For  the  owners  of 
dream  teams  who  play  "rotis- 
serie  baseball,"  a  kitchen  ta- 
ble and  the  latest  player  stats 
are  field  enough. 

The  concept  behind  rotisser- 
ie  baseball  is  simple:  You 
build  your  own  imaginary  ball 
club  from  the  current  crop  of 
major  league  players.  Then, 
you  keep  track  of  how  they 
play — for  real.  The  pennant 
goes  to  the  team  with  the 
strongest  combination  of 
eight  hitting  and  pitching 
numbers,  including  home  runs 
and  earned  run  averages. 

This  fantasy  game  started 
barely  a  decade  ago,  with  a 
single  group  of  10  New  York 
sports  fanatics.  Their  league 
name,  Rotisserie,  after  their 
favorite  Manhattan  restau- 
rant, has  become  the  generic 
name  of  the  game  for  an  es- 


BOSTON 
RED  SOX 


timated   half-million  players. 

If  you  want  to  start  your 
own  league,  you'll  need  6  to 
12  team  "owners,"  the  player 
rosters  published  weekly  in 
USA  Today,  and  a  few  hours 
that  everybody  can  set  aside 
for  draft  day.  And  if  you're 
like  most  fantasy  players, 
you'll  want  a  flashy  team 
name — such  as  the  Stein 
Brenners  or  the  Going,  Going, 
Gaughans  of  Buffalo  News 
sportswriter  Mark  Gaughan. 

The  draft  is  what  separates 
the  dream  team  from  the 
nightmare.  For  help  in  choos- 


ing players,  try  any 
of  almost  a  dozen 
1990  fantasy  rules-and-player 
guides,  such  as  Rotisserie 
League  Baseball  (Bantam, 
$8.95).  John  Benson,  whose 
Winning  Rotisserie  newslet- 
ter runs  to  50  pages  a  month 
and  costs  $54  a  year  (203  834- 
2012),  says  that  beginners 
"should  join  together  and 
learn  together." 

Once  the  teams  are  picked, 
the  bulk  of  the  work  falls  to 
the  designated  keeper  of  the 
stats.  For  an  eight-team 
league,  the  job  entails  follow- 
ing numbers  on  80  pitchers 
and  112  hitters.  A  personal 
computer  is  essential.  You 
can  buy  specialized  software 
packages  advertised  in  the  bi- 


weekly newspaper  Baseb 
America  (800  845-2726). 

NBC  Sports  producer  I 
Zaslowsky  kept  his  leagu 
stats  last  season:  "I'd  have 
eight-hour  session  ev( 
month,  plus  checking  the  c 
ly  stats  every  night  on 
train."  If  you  prefer,  a 
service  can  do  the  numb 
crunching  for  you.  Baseb 
America  lists  an  easy  dozi 
LOOK  'EM  OVER.  One  of 
most  complete  services  con 
from  Rotisserie  League  St 
(212  691-7846).  For  $60  a  ye 
your  league  gets  the  wee 
stats,  a  standings  update 
team-by-team  breakdowns 
all  the  major  categories.  Tl 
also  provide  complete  pla; 
draft  lists  by  position. 

As  for  draft  tips,  Beni 
likes  San  Diego  right  fiel 
Tony  Gwynn:  "good  numb 
in  every  hitting  categor 
And  in  each  sports  dr£ 
there's  a  sleeper — a  lesi 
known  player  who  turns 
to  be  a  gem.  My  sleeper  f 
is  rookie  San  Diego  pitc 
Andy  Benes.  Only  th 
months  in  the  bigs  and 
ready  he  has  bested  Dod 
ace  Orel  Hershiser  in  a  paii 
1-0  victories.  That's  the  st 
of  fantasy.         Ray  Hoffn 


The  deal  sounds  like  a  boil- 
er-room sales  pitch:  "Put 
up  just  $600  this  year,  and 
you'll  have  $10,434  in  your 
pocket,  guaranteed,  in  less 
than  30  years.  No  fees,  no 
commissions,  no  sweat." 

A  penny  stock?  No,  a  deal 
for  homeowners  who  can  af- 
ford to  ante  up  just  a  bit 
more  than  the  bank  requires 
on  their  monthly  mortgage 
payment.  By  adding  perhaps 
$25  or  $50  each  month  to  pre- 
pay some  of  the  principal, 
the  borrower  slashes  the 
long-term  interest  charges. 

Take  a  homeowner  with  a 
new  $200,000,  30-year  mort- 
gage at  10%,  making  month- 
ly payments  of  $1,755.  Over 
three  decades,  the  interest 
hits  $432,000.  But  if  an  extra 
$50  is  added  regularly  to  pre- 
pay just  $600  the  first  year, 
the  mortgage  gets  paid  off 
six  months  early — and  the 
total  interest  charge  drops 
by  $10,434.  If  the  $50  add-on 


Smart  Money 

HOW  POCKET  CHANGE  CAN 
HELP  YOU  OWN  YOUR  HOME 


becomes  habitual,  the  mort- 
gage gets  wiped  out  in  26 
years — at  a  saving  of 
$73,000.  Other  prepayment 
amounts  can  produce  equally 
dramatic  savings  (table). 

Two  new  books — The 
Banker's  Secret  by  Marc  Ei- 
senson  (Villard,  $14.95),  and 
a  $7.95  paperback,  Save 
Thousands  on  Your  Mort- 
gage!, from  Dome  Financial 
Services — show  how  each  bit 
of  prepaid  principal  trims  the 
cumulative  interest  charge. 
But  wait:  Because  mortgage 
interest  is  fully  deductible, 
doesn't  prepayment  also  re- 
duce your  deduction  and 
make  the  result  a  wash? 

Not  at  all,  contends  Eisen- 
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son.  On  that  $200,000  mort- 
gage, 95%  of  the  first  year's 
payments  go  for  interest — a 
$19,950  deduction.  Adding 
$50  a  month  cuts  the  year's 
interest  charge  by  only  $28. 
And  if  you're  in  a  28%  or 
33%  bracket,  or  an  area 


HOW  PREPAYING 
WORKS 


Adding  this  much 

...saves  this  much 

to  your  monthly 

by  shortening 

mortgage  check.*.. 

the  mortgage  term 

$25 

$41,343 

100 

120,655 

200 

181,007 

*Bosed  on  $200,000,  30-yeor  morlgoge  ol  10% 
DATAi  THE  BANKCR  S  seem 


where  local  taxes  raise  y 
to  407< ,  losing  that  small  ( 
duction  increases  your 
bill  by  only  $8  to  $11. 

You  should  notify  yo 
lender  before  starting  a  pi 
payment  plan.  Some  char 
a  small  penalty.  And  doi 
prepay  on  an  older  mortga 
where  most  of  your  monti 
check  is  to  repay  principal 

In  a  period  of  climbing 
terest  rates,  shouldn't  a 
extra  money  go  into  inve 
ments?  "We're  not  talki 
about  what  you  normally  f 
into  stocks,  gold,  pork  b 
lies,  and  the  rest,"  says 
senson,  whose  office  (9 
758-1400)  sells  prepaym* 
plans  ($13)  tailored  to  spe( 
ic  mortgages  and  softwi 
($25)  for  your  own  whai 
calculations.  "We're  talki 
about  investing  'poci 
change'  for  a  guaranteed 
turn  that  lets  you  own  yc 
home  for  less.  What  else  c 
do  that?"  Don  Du 
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Only  one  network 
carries  all  2^28  games. 


From  the  season's  first  pitch  all  the  way  to  the  final  out 
Df  the  World  Series'  the  MCI  Digital  Data  Network 
m\\  carry  every  major  league  hit,  run,  and  change  in 
he  standings. 

MCI's  exclusive,  all-digital  data  network  sends  stats 
Tom  ball  parks  in  the  United  States  and  Canada  to  the 
Vlajor  League  Baseball'  offices.  They're  compiled  into 
Dox  scores  and  official  reports  and  then  distributed  back 
to  each  ball  club,  as  well  as  to  media  all  over  the  world. 

And  since  MCI'  is  the  Official  Telecommunications 


Company  of  Major  League  Baseball,  we'll  be  providing 
them  with  a  wiae  range  of  additional  long  distance 
services.  Like  MCI's  Vriet*  a  state-of-the-art  service  that 
gives  Major  League  Baseball  customized  capabilities 
virtually  equivalent  to  a  private  network. 

MCI  covered  all  the  bases  for  Major  League  Base- 
ball, lb  find  out  what  we  can  do 
for  your  business,  contact  your  MCI 
Account  Representative  or  call 
1-800-888-0800. 


MAJOR  LEAGUF  8ASEBAIL' 


As  used  with  pe.  .-nission 
i|oi  League  Baseball 
Lommunications  GDfporatu 


MCI 

The  Official  lelecommunications  Company  of  Major  League  Baseball. 
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BLITZ  YOUR  WAY 
THROUGH  WAR  AND  PEACE 


anagers  may  devote 
about  a  third  of  the 
workday  to  reading, 
yet  many  still  head  home  with 
stuffed  briefcases.  The  prob- 
lem can  only  worsen  as  the 
information  age  piles  on  more 
material  to  wade  through. 
But  the  average  adult  still 
reads  at  about  the  same  speed 
as  people  did  a  century  ago. 

So  we're  all  natural  candi- 
dates for  speed-reading 
courses.  To  find  out  what 
they  can  do,  I  took  a  two-day 
seminar  in  Chicago  offered  by 
Evelyn  Wood  Reading  Dy- 
namics, which  has  enrolled 
more  than  1  million  people 
since  1959. 

The  course  began  on  a  Sat- 
urday morning  with  a  test. 
My  class,  five  business  people 
and  myself,  checked  in  with 
speeds  of  150  to  400  words 
per  minute.  That's  in  line  with 
most  Americans'  reading 
speeds,  and  for  good  reason: 
We  learned  to  read  aloud,  and 
continue  to  silently  pronounce 
each  word  in  our  minds. 

Such  subvocalization  means 
we  don't  read  much  faster 
than  we  talk.  But  the  mind 
can  absorb  written  informa- 
tion at  a  far  faster  clip,  which 
is  why  readers  often  find 
their  minds  wandering.  Eve- 
lyn Wood's  aim  is  to  break 
the  subvocalization  habit.  Do 
that,  the  instructors  say,  and 
you  can  double,  triple,  or  qua- 
druple your  speed  without 
sacrificing  comprehension. 
FOCUSING.  Many  of  us  were 
skeptical.  But  over  the  rest  of 
the  weekend,  instructor 
George  Brydie,  an  energetic 
junior  high  school  teacher 
who  leads  Evelyn  Wood  class- 
es on  the  side,  convinced  us 
that  dramatic  progress  is  pos- 
sible. The  heart  of  the  Wood 
method  is  to  use  your  hand  to 
keep  your  eyes  moving  down 
the  page.  This  allows  you  to 
look  at  bigger  blocks  of 
text — instead  of  a  word  at  a 
time.  It  also  helps  to  keep  the 
eyes  focused. 


Brydie  showed  us  a  variety 
of  hand  motions,  from  under- 
lining every  word  with  a  fin- 
ger to  sweeping  the  whole 
hand  down  a  page.  Using 
practice  drills,  he  then  taught 
us  to  capture  ideas  at  greater 
speeds. 

By  Sunday  afternoon,  we 
were  able  to  plow  through  Al- 
bert Camus'  The  Stranger  at 


Sunday  evening,  everyone 
had  at  least  doubled  their 
reading  speed.  My  own  pace 
jumped  to  700  words  per  min- 
ute from  350  when  I  started. 
More  important,  we  had 
learned  a  wide  range  of  tech- 
niques for  handling  reading 
material.  The  point,  though 
obvious,  is  often  overlooked: 
You  can  and  should  vary  the 
speed  with  which  you  read 
something,  depending  on  how 
important  it  is  to  you.  Some 
material  deserves  only  six 
seconds  a  page.  But  Evelyn 
Wood  recommends  going  over 
the  really  important  stuff  sev- 
eral times  to  master  it. 


six  seconds  a  page — about  10 
times  faster  than  usual — and 
still  capture  enough  of  the 
plot  to  think  up  a  title  for 
each  chapter.  Brydie  then 
gave  us  30  minutes  to  "read" 
the  154-page  novel.  While  we 
didn't  get  every  word,  we  ab- 
sorbed enough  to  pass  a  mul- 
tiple-choice exam. 
When  the  course  ended 


Worth  Noting 


■  REDUCED  RATES.  Business 
travelers  whose  firms  don't 
get  corporate  rates  can  obtain 
comparable  discounts  by 
booking  rooms  through  Ex- 
press Hotel  Reservations  (800 
356-1123)  in  Boulder,  Colo.  It 


Like  most  people  who  take 
speed-reading  courses,  we  left 
elated  at  our  progress.  A  Mo- 
torola manager  from  Chicago 
told  me  a  week  later  he  was 
able  to  get  through  a  newspa- 
per in  "half  the  time  as  be- 
fore, with  the  same  degree  of 
comprehension." 

But  the  real  test  won't 
come  for  months.  Evelyn 


secures  volume  discounts  in 
New  York,  Los  Angeles,  and 
San  Francisco. 

■  FUZZY  BUT  HNE.  New  top- 
of-the-line  camcorders  from 
Canon,  Fisher,  and  other  mak- 
ers boast  "fuzzy  logic"  auto- 
focus.  This  term  denotes  arti- 
ficial-intelligence circuitry 
that  helps   to  keep  mov- 


lEipreis 


Wood  provides  students  mI"; 
daily  practice  drills  to  keep 
their  speed.  But  that  requi" 
tremendous  discipline.  "1 
less  you  really  work  at  mi 
taining  these  skills,"  wa 
John  Hurley,  Chase  Man] 
tan's  director  of  corpor'*"'' 
training,  "you'll  lose  the:  ^ 
Hurley,  who  once  taught  Inwii 
lyn  Wood  classes,  says  he 
observed  hundreds  of 
dents,  and  "you  don't  see  a 
of  long-term  gains." 
QUANTITY.  Jim  Doss,  mana 
of  labor  relations  for 
Operations,  has  kept  worll 
on  the  concepts  since  he  t 
a  course  last  year.  He's 
ing  "probably  an  hour  a  di 
Given  such  results,  it's 
wonder  IBM,  Ford,  AT&T 
other  companies  sponsor  r^Afcs 
ing  improvement  classes 
managers. 

Evelyn   Wood  (800 
READ)  offers  both  on-site 
porate  programs  plus  IS-lfSteS 
public  seminars  around 
country.  The  public  progr 
cost  $595  per  person  but 
tie  you  to  retake  the  coi 
for  a  small  charge. 

Other  experts  also  tAworu 
speed-reading.  PACE  Gra 
(214  644-2135)  offers  a  15 
15-hour  Advanced  Rea< 
Skills  program  that  utilizi 
reading  machine  with  a 
that  moves  down  the  ] 
line  by  line  to  force  yoi 
pick  up  speed.  PACE  prefei 
teach  corporate  groups 
site.  It  charges  from  $35 
$425  per  student.  Many 
munity   colleges  give 
vanced  reading  courses, 
they  vary  widely  in  quali; 

As  for  me:   In  the 
months  since  I've  taken 
course,  I've  been  trying  t(f[ii*"c 
ply  my  techniques  every 
I  am  spending  signifies  i 
less  time  getting  through 
five  newspapers  I  read  c 
Now,  if  only  I  knew  Iw 
speed-write.        Bill  5ywliWeiit„; 

ing  objects  in  sharp  f, 

■  LEARN  AND  RETURN.  I 

art  to  zoology,  Shaw  I 
ciates'  Guide  to  Acad 
Travel,  $14.95  (305  446-J 
describes  260  programs 
mix  vacation  with  educ? 
Environmental  groups,  r 
ums,  and  schools  organic 
trips  for  adults. 
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MASTERWORKS 


ARARECOLLECnON 

OFTHEHNEST 
HOTELS  AND  RESORTS 
IN  THE  WORLD 


Beverly  Hills,  CA 

VErmitage 

Los  Angeles.  CA 

BW  Age 
San  Francisco,  CA 
The  Huntington 
The  Sherman  House 

Carmel,  CA 
The  Highlands  Inn 

Napa  Valley,  CA 
Nleadowood  Resort 
Auberge  du  Soleil 
Del  Mar,  CA 
Inn  L'Auberge  Del  Mar 
Rancho  Santa  Fe,  CA 
]ohn  Gardiner's 
Rancho  Valencia 
Santa  Barbara,  CA 
San  \sidro  Ranch 
Sedona,  AZ 
Enchantment 
Vail  Valley,  CO 
The  Lodge  at  Cordillera 
Denver,  CO 
The  Burnsley 
Minneapolis,  MN 
The  Whitney 


Saint  Louis,  MO 
Hotel  Majestic 
San  Antonio,  TX 
The  Falrmount 

Houston,  TX 
The  Lancaster 
New  Orleans,  LA 
Maison  de  Wille 
Boston,  MA 
Boston  Harbor  Hotel 
New  York,  NY 
The  Lowell 
Washington,  DC 
The  lefferson 
Coconut  Grove,  FL 
Mayfair  House 
Florida  Keys 
Little  Palm  Island 

Cheeca  Lodge 
Vevey,  Switzerland 
Le  Mlrador 
Paris,  France 
Hotel  Balzac 
Mexico 
Villas  Quinta  Real: 
Puerto  Vallarta 
Quinta  Real  Guadalajara 


For  a  complimentary  directory,  write 
SMALL  LUXURY  HOTELS  &  RESORTS 

337  S  Robertson  Blvd  ,  #  202.  Beverly  Hills.  CA  Q021  I 


Reservations:  (800)  345-3457 
Airline  Access  Code:  LX 
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Imagine  what  a  Canon  Color  Laser  Copier 
could  do  with  a  pie  chart. 


The  Canon  Color  Laser  Copier  200 
could  do  a  lot  for  your  business.  And 
Digital  Image  Processing  is  the  reason. 

It  reproduces  graphics,  slides  and 
photos  with  clarity  comparable  to 
professional  printing.  As  well  as  letting 
you  digitally  reduce  by  50%,  enlarge  up 


to  400%  or  edit  instantly 


And  with  automatic  feeding  and 
sorting  functions,  as  well  as  a  quick 
20  black-and-white  copies  per  minute, 
it's  one  color  copier  that's  all  business. 

To  find  out  more,  make  it  your 
business  to  call  1-800-OK-CANON, 
or  write  us  at  Canon  USA  Inc. 
P.O.  Box  3900,  Peoria,  IL  61614. 


1989  "Manufacturer  of  the  Vear" 


Canon /^/^o/7i 

COLOR  LASER  COPIER  €mUL 

The  Digital  Difference. 


/estment  Figures  of  the  Wee 


ITARY 

3ged  an  impressive  rally 
eek,  considering  the  con- 
ward  pressure  on  both 
)  long-term  interest  rates. 

heartening:  the  Dow's 
loint  uptick  on  May  2,  in 
the  release  of  the  gov- 
leading  indicators  that 
strengthening  economy, 
stors  are  nervous  over 
ury  auction  next  week.  If 
.  brisk,  however,  and  the 
>e  30-year  bond  doesn't 
ibove  9%,  stock  prices 
■once  dramatically. 


BONDS 


THE  DOLLAR 


Apr.  26-Moy  2 


340         1 500 


May      Nov.      May     Apr.  26-May  2  May      Nov.  May 

  1280         110  1 


Apr.  26-May  2 


330  1200 


•  325  1050 


Shearson  Lehman 
Treasury  Index 


1250  100 


■  1220  90 


1160  70 


J.  P.  Morgan 
Index 


52-week  change 
+  8.5% 


1  -week  change 
t  0.7% 


52-week  change  1-week  change 

-1.1%  -0.4% 


52-week  change 
-0.3% 


1  -week  change 

+  0.1% 


KIT  AHALYSiS 


OCKS 


Latest 


%  change 
Week  52-week 


m  INDUSTRIALS 

2689.6 

0.9 

12.4 

PANIES  (Russell  1000) 

174.1 

0.6 

6.7 

OMPANIES  (Russell  2000) 

159.1 

-0.5 

-3.4 

PANIES  (Russell  3000) 

185.6 

0.5 

5.9 

%  change  (local  currency) 

1  STOCKS 

Latest 

Week 

52-week 

(FINANCIAL  TIMES  100)         2137.6  -0.3  1.5 

MIKKEI  INDEX)  30,173.6  2.1  -11.1 

I  (TSE  COMPOSITE)  3340.3  -0.1  -6.9 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

8.2% 

8.1% 

8.8% 

30-YEAR  TREASURY  BOND  YIELD 

9.0% 

9.0% 

9.0% 

S&P  500  DIVIDEND  YIELD 

3.4% 

3.5%, 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

15.1 

15.0 

12.1 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Rending 

S&P  500  26-week  moving  overage 

339.5 

339.7 

Negative 

Stocks  above  26-week  moving  average 

28.4% 

27.1  % 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.39 

0.43 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

0.88 

0.88 

Positive 

IITRY  GROUPS 


EEK  LEADERS 


BRIDGE  INFORMATION  SYSTEMS  INC 


%  change 
4-week        52 -week 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


ACTURED  HOUSING 

9.2 

2.1 

FLEETWOOD  ENTERPRISES 

1 1.9 

10.2 

27 

:o 

6.4 

26.3 

PHILIP  MORRIS 

8.2 

34.1 

423/4 

ION  CONTROL 

4.7 

40.6 

WASTE  MANAGEMENT 

7.3 

53.9 

363/4 

AND  GLASS  CONTAINERS 

4.0 

13.6 

CROWN  CORK  &  SEAL 

5.6 

13.6 

585/8 

CASTING 

3.4 

4.9 

CAPITAL  CITIES/ABC 

9.1 

34.2 

5591/2 

EEK  lAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

STATE  INVESTMENT  TRUSTS 

-13.2 

-29.5 

MONY  REAL  ESTATE  INVESTORS 

-39.3 

-48.5 

41/4 

AND  MOTELS 

-13.0 

-26.6 

PRIME  MOTOR  INNS 

-30.1 

-71.2 

8V8 

ML  LOANS 

-1 1.7 

-12.4 

HOUSEHOLD  INTERNATIONAL 

-17.9 

-18.6 

4378 

MINING 

-10.0 

18.4 

ECHO  BAY  MINES 

-15.5 

-0.9 

13% 

E  TIME 

-9.6 

-33.5 

HANDLEMAN 

-24.0 

-33.9 

13% 

UAL  FUNDS 


i 

total  return 

% 

LAGGARDS 

lour-week  total  return 

% 

ONTINENTAL  SMALL  COMPANY 

2.6 

STRATEGIC  INVESTMENTS 

-16.6 

EAN  EMERGING  COMPANIES 

2.4 

KEYSTONE  PRECIOUS  METALS  HOLDINGS 

-10.4 

ME  BLUE  CHIP 

2.1 

UNITED  SERVICES  NEW  PROSPEQOR 

-10.2 

total  return 

% 

52 -week  total  return 

% 

ONTINENTAL  SMALL  COMPANY 

FY  SELECT  ENERGY  SERVICE 

CIAL  STRATEGIC  HEALTH  SCIENCES 

37.7 
34.8 
30.6 

PRUDENT  SPECULATOR  LEVERAGED 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

STEADMAN  AMERICAN  INDUSTRY 

-24.4 
-20.5 
-16.6 

^^■S&P  500 

4-week  total  return 


MORNtNGSTAR  INC. 
52-week  total  return 


fflVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


mounts 
It  the  present 
'  $10,000 
I  one  year 
ioch  portfolio 

ges  indicate 
total  returns 


U.  S.  stocks 
$10,966 

+  0.57% 


nil 


Money  market  fund 
$10,725 

+  0.15% 


Treasury  bonds 
$10,682 

-0.53% 


Gold 
$«,7«7 

-1.94% 


Foreign  stocks 
$9,180 

-1.33% 


n  this  page  are  as  of  morket  close  Wednesday,  May  2,  1990,  unless  otherwise  indicated, 
oups  include  S&P  500  companies  only;  performance  ond  shore  prices  ore  as  of  market  close 


May  1.  Mutuol  fund  returns  ore  as  of  Apr,  27.  Relotive  portfolios  are  valued  os  of  Moy 
detailed  explanation  of  this  page  is  avoiloble  on  request. 
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lEditorials 

LEVELING  THE  FIELD  FOR 
STATELESS  CORPORATIONS 

Bush  Administration's  haste  to  see  his  back  is  unfortuni 
His   role   is   essential.   Throughout  the  S&L  crisis, 
straight-talking  Seidman  has  wielded  his  post  as  an  ij 
pendent  regulator  the  way  it  should  be  used:  to  warn  ( 
gress  and  taxpayers  about  the  bailout's  increasing  cc 
unnecessary  meddling  by  the  Treasury  Dept.,  and  hurt 
cratic  snafus. 

Administration  officials,  irked  by  Seidman's  outspo! 
ness,  apparently  would  be  more  comfortable  with  a  t 
player.  But  taxpayers,  who  may  have  to  shell  out  as  ni 
as  $500  billion  for  the  thrift  rescue,  already  have  paid 
high  a  price  for  cronyism.  The  S&L  crisis  came  about  bees 
too  many  politicians  were  too  close  to  the  industry 
swept  problems  under  the  rug  for  too  long. 

The  Administration  showed  courage  early  on  in  fine 
the  money  to  start  the  cleanup.  But  now  the  WTiite  Hous 
sending  a  message  that  it  is  looking  for  a  lackey  who  w 
speak  out.  This  is  not  the  time  to  try  to  still  credible  vo; 
Seidman  may  not  want  to  stick  around  that  much  Ion 
but  a  malleable  replacement  may  not  be  able  to  get 
thrift  rescue  on  track. 

^^■jhe  emergence  of  world  corporations  that  are  in  many 

^H^respects  stateless  creates  anomalies.  Washington  now 
H  is  faced  with  the  paradoxical  prospect  of  locking  horns 
with  the  European  Community  on  behalf  of  a  Japanese 
company,  Honda  Motor  Co.,  which  makes  cars  in  Ohio  and 
wants  to  export  them  to  Europe.  Other  European  and  Japa- 
nese giants  are  investing  heavily  in  the  U.  S.  and  arguing 
that  they  deserve  to  be  treated  like  U.  S.  companies, 
even  winning  access  to  U.  S.  government-subsidized  re- 
search. At  the  same  time,  dozens  of  America's  largest  and 
best  companies  are  finding  better  growth  prospects  away 
from  home.  The  list  of  those  who  find  more  than  50%  of 
their  sales  outside  the  U.  S.  reads  like  a  Who's  Who: 
Gillette,  IBM,  Colgate-Palmolive,  Dow  Chemical,  and  Corning, 
just  for  starters  (page  98). 

To  a  very  large  extent,  this  is  healthy.  Integrating  the 
industrialized  world's  economies  creates  benefits  for  many 
companies  and  many  nations.  To  be  sure,  nation-states  will 
still  compete  economically,  but  the  battle  lines  will  be  less 
clear-cut.  The  likelihood  of  war  or  major  conflict  lessens 
among  nations  so  deeply  intertwined. 

Of  course,  governments  still  have  a  responsibility  to  their 
people  to  safeguard  and  oversee  their  economic  well-being. 
Heavy-handed  regulation,  however,  is  not  the  right  answer. 
The  phenomenal  growth  in  cross-border  trade  and  invest- 
ment has  been  spurred  in  large  measure  by  the  deregulatory 
environment  of  the  '80s.  What  is  happening  is  an  unstoppa- 
ble movement  toward  greater  economic  freedom  that  will 
benefit  all. 

The  proper  course  for  the  U.  S.  government  is  to  persuade 
other  countries  that  this  trend  should  lead  to  a  level  playing 
field  for  all  corporations,  both  in  the  U.  S.  and  abroad.  That 
means  agreeing  with  other  countries  over  time  on  compati- 
ble antitrust  standards  for  world  corporations.  It  means 
standardizing  tax  compliance  so  that  these  copmpanies  pay 
their  fair  share  of  taxes  where  they  do  business.  Health  and 
safety  rules  need  to  be  standardized.  The  broadest  chal- 
lenge, however,  is  to  continue  the  climate  in  which  increas- 
ingly stateless  corporations  can  prosper:  open  markets,  de- 
regulation, and  unimpeded  flow  of  capital. 

VflflV  Bflfl^^BB  ^4%flBB%V  #(4^BBWtf(  i 

THE  HIGH  COURT  SOLVES  I 
DESEGREGATION  DILEMMi 

■  t  is  one  of  the  most  disquieting  problems  spawmed  bj 
H  Constitution's  system  of  checks  and  balances:  A  se 

■  gated  school  system  is  unconstitutional,  but  the  so 
district  can't  afford  a  broad  integi-ation  program.  How  c 
judge  make  sui-e  there  is  adequate  money  for  the  distri< 
fix  the  problem? 

It  was  just  such  a  dilemma  that  faced  U.  S.  District  C 
Judge  Russell  G.  Clark  in  1977,  when  a  group  of  stud 
from  Kansas  City,  Mo.,  sued  to  desegregate  the  local  sc 
system.  Clark  imposed  a  property-tax  increase  himsel 
pay  for  a  system  of  "magnet"  schools  designed  to  atl 
suburban  students  into  inner-cit\-  schools.  But  on  Apr 
the  U.  S.  Supreme  Court  reversed  the  judge  and  said  thj 
could  order  the  school  district  instead  to  raise  the  tax 
needed. 

The  Supreme  Court  made  the  right  decision.  It  uphelc 
judge's  finding  of  discrimination  and  allowed  him  to  ore 
financial  remedy — but  wisely  didn't  let  him  impose  the  t 
himself,  thus  preserving  the  separation  of  powers  bet\ 
the  judicial  and  legislative  branches.  This  wasn't  ; 
enough  for  Senator  John  C.  Danforth  (R-Mo.),  who  i 
duced  legislation  barring  federal  judges  from  ordering 
hikes.  Danforth  is  wrong.  What  good  is  it  to  find  evideni 
discrimination  without  providing  a  financial  remedy? 

The  Kansas  City  school  district  had  asked  voters  fo 
0.  K.  to  raise  taxes  to  pay  for  the  plan,  but  a  majority  \ 
against  the  tax  increase,  thus  perpetuating  the  segrega 
Here,  it  is  worth  remembering  that  the  Constitution  dk 
create  a  pure  democracy  in  the  sense  that  the  voters  or 
elected  officials  have  the  last  word.  One  of  the  judici; 
main  charges  is  to  protect  the  minority  from  the  tyrani 
the  majority.  In  its  recent  ruling,  the  high  court  made 
that  judges  have  the  power  to  do  that  job. 

THE  S&Ls  STILL  DESERVE 
A  STRAIGHT  SHOOTER 

s  if  it  didn't  have  enough  problems,  the  ill-starred 
federal  savings  and  loan  rescue  was  hit  with  another 
^^^^  blow  on  May  1.  That's  when  the  White  House  said  it 
was  looking  to  replace  L.  William  Seidman,  chairman  of  the 
Federal  Deposit  Insurance  Corp.  and  the  Resolution  Trust 
Corp.,  which  sells  insolvent  thrifts  and  their  assets. 

Although  Seidman,  69,  has  long  talked  about  leaving 
before  October,  1991,  when  his  six-year  term  ends,  the 
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Tbm  bought  Hewlett-Packard 
long  before  he  bought  PCs. 


When  he  got  his  first  job  on  Wall 
Street,  Tom's  HP  calculator  was  his 
most  valued  possession.  It  was 
the  combination  of  innovation  and 
reliability  that  gave  him  an  edge. 
So  when  his  Information  Systems 
Manager  recommended  they  go 
with  Hewlett-Packard  personal  com- 
puters,Tom  needed  no  convincing. 

With  hitel  286, 386,  and  486"  based 
models,  HP's  line  of  Vectra  personal 


computers  suits  a  range  of  business 
needs.  Expansion  is  easily  accom- 
modated with  up  to  8  accessory 
slots,  1.3  gigabytes  of  hard  disk 
storage,  and  64  Mbytes  of  RAM. 

Beyond  this,  HP's  adherence  to 
industry  standards  ensures  com- 
patibUi^  Now,  and  into  the  future. 

But  the  most  important  feature  is 
Hewlett-Packard  quality  This,  along 


with  HP's  network  of  authorized 
dealers,  gives  you  all  the  assurance 
you  need.  For  the  dealer  nearest  you, 
call  1-800-752-0900,  Ext  725B. 

There  is  a  better  way. 


HEWLETT 
PACKARD 


The  legendary  1924  Alfa  Romeo  RM  Sport,  direct  descendant  of  the  RL  Targa  Florio. 


•(  I'rtU  Allj  Rdim-i.  Uisliiln;iii(s  i)l  Ndi  111  AiniTK  ,i- 


May 


sur  I  V¥AKt  I  HAi  MAKES  A  PC  ACT  LIKE  A  MAC-^AT  LAST 
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3  9042  02348l'38  2" 


A  McGRAW-HILL  PUBLICATION 


COMPANIES 


Annual  RaiildLig  or 
riie  LOG 
Best  Small 
Ooi'iJoratLoiis 
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Even  at  250  mpii, 

a  Mercedes 
wears  out  slower 
than  everybody  else. 


Docs  the  Mortcdc's  obsession 
with  automotive  durability  know 
no  bounds? 

One  Mercedes  sedan  rolled  up 
1,184.8S()  miles  in  ^2  years.  And 
rolled  into  the  Citiiniiess  Book  of 
World  Records  as  "the  worlds  most 
durable  ear. 

And  three  racini^  Mercedes 
recorded  an  even  more  spectacular 
durability  Feat.  In  just  one  da\. 

Competing  as  a  team  in 
the  renowned  Le  Mans  24  Hours 
of  Endurance,  the  Mercedes 
trio- powered  by  engines  based 
on  the  S-Class  V-8-outperf'ormed, 


outpaced  and  outlasted  the  cream 
(it  international  sports  car  com- 
petition. Reaching  a  2S{)  niph 
maximum  while  averaging  137 
mph,  lap  alter  lap  tor  t(S4  laps. 
Ciovering  ,-5,272  miles  in  24  hours 
to  tinish  1-2-S  in  a  stunning  high 
speed  endurance  display. 

Vet  Le  Mans  proved  to  be  onlv 
a  preview.  When  the  1989  World 
Sports     Protot\pe  Champion 


liNClNHFHHl)  LIKE  NO  OLHLI^ 
CAl^  IN  THE  WOHLi) 


ship  series  ended  in  October, 
Mercedes  had  won  seven  ot  the 
eight  e\ents  and  another  world  title. 

And  had  completed  14,  , 340  miles 
ot  championship  racing  without  a 
single  mechanical  lailure. 

l  or  the  lu\ur\  l)u\er  todav,  the 
moral  behind  this  durability 
cavalcade  is  clear.  \ou  can  put  vour 
monev  on  anv  number  ot  cars.  But 
vou  can  put  vour  taith  in  a 
Mercctles  Ben/. 

lo  obtain  turthcr  convincing 
intormation  on  the  remarkable 
automobiles  of  Mercedes-Ben/, 
call  l-K()0-3,36-82«2  anvtime. 


the  most  hospitable  financial  climate 
may  not  be  close  to  home. 


Yesterday,  globalization  was  a  word. 
Today,  it  s  a  reality. 

As  the  world's  markets  have  become  unified,  so  should 
a  bank's  ability  to  take  advantage  of  them  for  you. 

Today,  Bankers  Trust  can  move  effortlessly  to  wherever 
the  climate  is  most  favorable  to  each  element  of  your  transaction. 

A  swap  in  London,  a  private  placement  in  New  York, 
yen  from  Sydney,  dollars  from  Zurich  — we  can  put  the  pieces 
together  swiftly  and  efficiently. 

Long  ago,  perfecting  our  ability  to  take  advantage  of  the 
global  market  became  an  important  part  of  our  merchant 
banking  strategy. 

Today,  we  run  a  single,  integrated  book  of  worldwide 
business  that  encompasses  New  York,  London,  Tokyo,  Hong 
Kong,  Sydney  and  Zurich. 

Yesterday,  many  markets.  Today,  just  one.  That  dramatic 
change  is  exactly  reflected  in  the  way  merchant  banking  goes 
about  its  clients'  business. 

□BankersTrust  Company 

Because  today  isn't  yesterday. 
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The  production  index  declined  slightly  for  the  week  ended  Apr.  28.  On  a 
seasonolly  adjusted  basis,  auto  and  truck  output  was  up  strongly,  ond  electric  power, 
coal,  poperboard,  paper,  and  lumber  production  increased  as  well.  Crude-oil  refining 
ond  steel  output  declined,  and  rail-freight  troHic  was  unchanged.  Before  colculation 
of  the  four-week  moving  overage,  the  index  rose  to  179.7,  from  177.6.  For  the 
month  of  April,  the  index  stood  at  178.2,  compored  with  178.5  for  March. 
BW  production  index  copyright  1990  by  McGrow-HIII  Inc 


The  leading  index  fell  for  the  week  ended  Apr.  23,  the  fourth  consecutive 
decline.  In  the  latest  week,  lower  stock  prices,  higher  bond  yields,  a  rise  in  the 
number  of  business  failures,  and  slower  growth  in  M2  offset  on  increase  in  the  pace 
of  real  estate  loans.  The  growth  rote  of  materials  prices  was  unchanged.  Before 
calculation  of  the  four-week  moving  average,  the  index  dropped  sharply  to  212.4, 
from  213.8  in  the  prior  week.  In  April,  the  index  fell  to  214,  from  216.6  in  March. 
Leading  index  copyright  1990  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 

latest 
week 

Week 
ago 

"o  change 
year  ago 

STEEL  (5/5)  thous.  of  net  tons 

1,941 

1,929  IT 

-2.2 

AUTOS  (5/5)  units 

136,600 

137,562r* 

-10.8 

TRUCKS  (5/5)  units 

91,628 

90,3 13r* 

3.0 

ELEQRIC  POWER  (5/5)  millions  of  kilowatt-hours 

52,403 

51,670:^ 

3.1 

CRUDE-OIL  REFINING  (5/5)  thous.  of  bbl./doy 

13,017 

12,980* 

-0.6 

COAL  (4/28)  thous.  of  net  tons 

19,771  * 

20,019 

5.9 

PAPERBOARD  (4/28)  thous.  of  tons 

751.0* 

737. Or 

4.0 

PAPER  (4/28)  thous.  of  tons 

772.0  31 

747. Or 

5.5 

LUMBER  (4/28)  millions  of  ft. 

524.5* 

521.6 

9.5 

RAIL  FREIGHT  (4/28)  billions  of  ton-miles 

20.3  # 

20.3 

1.5 

Sources:  American  Iron  &  Steel  inst..  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA',  Association  ol 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/9) 

157 

158 

136 

GERMAN  MARK  (5/9) 

1.64 

1.68 

1.92 

BRITISH  POUND  (5/9) 

1.68 

1.64 

1.66 

FRENCH  FRANC  (5/9) 

5.23 

5.65 

6.48 

CANADIAN  DOLUVR  (5/9) 

1.17 

1.17 

1.19 

SWISS  FRANC  (5/9) 

1.41 

1.46 

1.71 

MEXICAN  PESO  (5/9)^ 

2,815 

2,805 

2,428 

Sources:  Mojor  New  York  bonks.  Currencies  expressed 
British  pound  expressed  in  dollors. 

n  units  per  U.  5.  dollar,  except  for 

PRICES 

latest 
week 

Week 
ago 

7o  Change 
year  ago 

GOLD  (5/9)  $/rroy  oz. 

370.300 

369.600 

-1.8 

STEEL  SCRAP  (5/8)  ^  l  heavy,  $/ton 

111.50 

1 1 1.50 

-5.5 

FOODSTUFFS  (5/7)  index,  1967=  100 

228.8 

226.4 

1.4 

COPPER  (5/5)  ^/Ib. 

125.0 

130.1 

-10.1 

ALUMINUM  (5/5)  c/lb. 

71.3 

73.8 

-28.2 

WHEAT  (5/5)  #2hord,  $/bu. 

4.17 

4.11 

-10.3 

COTTON  (5/5)  strict  low  middling  1-1/16  in.,  p/lb. 

72.34 

72.56 

17.2 

Sources:  London  Wed.  final  setting,  Chicogo  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


LEADING  INDICATORS 


latest  Week       %  Chan; 

week  ago        year  a; 

STOCK  PRICES  (5/4)  S&P  500  334.30       331.09  8, 

CORPORATE  BOND  YIELD,  Aaa  (5/4)  9.62%  9.59%  -1 

INDUSTRIAL  MATERIALS  PRICES  (5/4)  103.3  103.6  -1 

BUSINESS  FAILURES  (4/27)  308  232  40 

REAL  ESTATE  LOANS  (4/25)  billions  $366.2       $365.1  n 

MONEY  SUPPLY,  M2  (4/23)  billions  $3,280.8     $3,279.5r  6 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/21)  thous.         372  348  22 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dun 
Brodstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Lobor  Dept.  CIBCR  seas 
ally  adjusts  data  on  business  foilures  and  real  estate  loons. 


MONTHLY  ECONOMIC  INDICATORS 


latest 
month 

Month 
ago 

%  Chan; 
year  a< 

BUSINESS  WEEK  PRODUQION  INDEX  (Apr.) 

178.2 

178.5r 

0 

BUSINESS  WEEK  LEADING  INDEX  (Apr.) 

214.0 

216.6r 

2 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (Apr.) 

1  18.1 

118.3 

0 

UNEMPLOYMENT  RATE,  CIVILIAN  (Apr.) 

5.4% 

5.2% 

1 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%  Chan 
yeara* 

MONEY  SUPPLY,  Ml  (4/23) 

$805.6 

$810.4r 

2 

BANKS'  BUSINESS  LOANS  (4/25) 

325.3 

327.1r 

2 

FREE  RESERVES  (5/2) 

882 

459r 

N 

NONFINANCIAL  COMMERCIAL  PAPER  (4/25) 

148.4 

151.2 

24 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
a  two-week  period  in  millions). 

tree  reserves. 

which  ore  expressed  1 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (5/8) 

8.20% 

8.11% 

9.86 

PRIME  (5/9) 

10.00 

10.00 

1 1.50 

COMMERCIAL  PAPER  3-MONTH  (5/8) 

8.28 

8.43 

9.64 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/9) 

8.39 

8.61 

9.72 

EURODOLUR  3-MONTH  (5/2) 

8.58 

8.55 

9.89 

Sources:  Federal  Reserve  Board,  First  Boston 


Raw  doto  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipme 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         N A  =  Not  available         r  —  revised         NM  =  Not  meaningful 
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More  Rankin  Collie  Mitchell  Ron  Rithords  Bill  Sludzinski  Carol  Triebel  Kelly  Mayo 

Morketing  Representative         Senior  Supply  Representative       Monoger,  Environment  Affairs  Cfiemist  Superintendent,  Planning  ond  Shipping  Systems  Analyst 


The  six  people  on  this  page  aren't 
professional  models  or  actors.  They're 
part  of  the  new  Texaco.  Their  charge 
is  this:  if  there's  a  better  way  to  discover 
it,  recover  it,  produce  it,  ship  it  or  sell  it. . . 
"go  for  it."  For  our  part,  we're  eliminating 
the  procedures  and  obstacles  that  can 
get  in  their  way.  The  results  have  been 
rather  incredible. 

"There's  a  tremendous  team 
dynamic  in  the  company  now  that  we 
hadn't  had  before.  You  can  actually  feel 
the  energ>'  around  here."  Ron 

"Exactly.  We  don't  have  two  or  three 
years  to  get  a  project  rolling  anymore. 
These  days,  we  attack  projects.  We  get 
the  necessary  people  together  in  one 
room,  and  we  don't  come  out  until  the 
problem  is  solved.  Now  we're  off  the 
drawingboard  in  three  to  four  days."  Kelly 


"Our  customers  are  being  involved 
in  the  process,  too.  It's  almost  like  we  llip- 
tlopped  the  corporate  ladder.  Instead  of 
the  CEO  sitting  on  the  top,  the  customer 
has  become  the  most  important  person. 
I  think  they're  still  a  little  amazed  that  we 
even  ask  for  their  input."  Marc 

"It's  really  paid  off  in  our  natural  gas 
liquids  business.  We've  quadmpled  our 
customer  base,  and  now  we're  a  worldwide 
leader."  Callie 

"We're  heading  that  way  in  fuels,  too. 
Our  new  System^'  gasoline  has  a  lot  of  our 
competitors  taking  a  second  look."  Bill 

"I'm  glad  to  see  Texaco 
taking  a  leadership  role.  I'm 
really  proud  that  I'm  a  part 
of  it,  too."  Carol 

So  are  we,  Carol.  So 
are  we. 


Star  of  the 
American  Road 


TEXACO-WE'VE  GOT  THE  ENERGY. 


Some  companies  have  finally 
introduced  their  first  laser  printer 


s 


The  breakthrough  HP 
LaserJet  III  printer  is  here. 

And  with  it  comes  print  quality 
like  you've  never  seen  before. 
With  it  come  documents  that 
sparkle. 

Now  everything  you  print  can 
be  more  professional.  More  per- 
suasive. The  improvements  are 
made  possible  by  HP's  exclusive 


Resolution  Enhancement  tech- 
nology. The  result  is  clearer 
resolution.  Smoother  edges.  And 
curves  that  really  curve. 

But  the  breakthrough  in  resolu- 
tion isn't  the  only  news.  With  the 
LaserJet  III  printer,  you  get  more 
fonts.  In  more  sizes.  And  you 
get  it  all  for  a  list  price  of  just 
$2,395.*  Considerably  less  than 


Hewlett-Packard  introduces  the 
third  generation  LaserJet. 


the  LaserJet  Series  II  it  replaces. 

Of  course,  you'll  still  have  the 
eight  pages  per  minute  speed. 


And  complete  compatibility 
with  all  popular  PCs  and  soft- 
ware. Including  Word  Perfect  5.1 
and  WordStar*  6.0. 

The  HP  LaserJet  III  is  the  latest 
addition  to  HP's  family  of  laser 
printers.  Including  the  afford- 
able, personal  HP  LaserJet  IIP 
printer.  For  more  information 
on  the  HP  LaserJet  printer  line 


and  the  name  of  your  nearest 
authorized  HP  dealer,  call 
1  800  752-0900,  Ext.  1006. 
Now  you  can  get  a  better  look 
for  an  even  better  price. 

There  is  a  better  way. 


'Suggested  US.  list  price.  WordStar  is  a  US.  registered  trademark  of  ftbrdStar  International  Incorporated.  ©  1990  Hewlett  Packard  Company 
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THE  PROBLEM  WITH  TAXES 

IS  HOW  THEY  ARE  SPEHT  

In  "Taxes:  I  hate  to  bring  up  the  sub- 
ject, but ..."  (Economic  Viewpoint, 
Apr.  23),  Alan  BHnder  made  his  case  for 
increased  taxes  by  quoting  OHver  Wen- 
dell Holmes,  comparing  U.  S.  taxes  and 
gross  national  product  with  other  na- 
tions, and  so  on.  None  of  these  points  is 
pertinent.  The  only  importiint  question 
is:  What  values  do  we  receive  for  our 
taxes?  If  we  are  going  to  get  more  HUD, 
failed  savings  and  loans,  and  Pentagon 
spending  for  our  money,  why  bother? 
The  first  step  is  to  demand  full  value  for 
the  money  presently  taken. 

Increasing  taxes  and  spending  money 
will  never  solve  any  problem.  Only  when 
values  received  are  greater  than 
amounts  spent  will  there  be  an  improve- 
ment in  the  welfare  of  citizens. 

Harlan  A.  Bentzinger 
Edinburg,  Tex. 

The  American  people  have  lost  trust 
in  Congress  to  responsibly  adminis- 
ter the  finances  of  government.  Is  it  any 
wonder  that  we  have  an  obsession  to 
avoid  paying  more  taxes?  It  is  not  be- 
cause there  are  no  worthy  causes  to  sup- 
port, it  is  because  Congress  with  all  its 
special-interest  attachments  cannot  use 
the  money  wisely.  Can  Blinder  explain 
why  the  American  taxpayers  must  pay 
for  fraudulent  savings  and  loan  misman- 
agement? Let  this  $200  billion  be  allocat- 
ed for  the  "missed  opportunities." 

Michael  J.  Giampaoli 
Dobbs  Ferry,  N.  Y. 

MAD  AT  MAD  AVE, 

AND  HOT  TAKING  IT  ANYMORE 

It's  time  we  did  something  about  the 
advertisers'  infiltration  and  exploita- 
tion of  our  society,  particularly  their 
massive  commercial  pollution  of  the  pub- 
lic airwaves  ("Consumers  are  getting 
mad,  mad,  mad,  mad  at  Mad  Ave,"  Mar- 
keting, Apr.  30).  We  ought  to  consider 
such  options  as  limiting  deductions  for 
advertising,  taxing  radio  and  television 
commercials,  and  sharply  restricting  the 
amount  of  commercial  time  on  the  public 
airwaves.  How  sad  it  is  that  American 
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For  several  years,  BUSINESS  WEi  H 
has  gradually  expanded  its  covi 
age  of  the  art  market.  We  sou_ 
to  provide  information  that  would  hA  ly 
our  readers  who  are  collectors — eith 
for  fun  or  profit.  And  we  have  cover 
art  as  the  big  busi- 
ness it  has  become. 
Auction-house  and 
gallery  sales  have 
exploded,  turning 
the  buying  and  sell- 
ing of  paintings, 
drav/ings,  prints, 
and  sculpture  into 
a  sophisticated 
global  business. 

With  this  issue, 
BUSINESS  WEEK  introduces  a  depal 
ment.  The  Arts  Business  (page  ISl 
that  will  deepen  our  coverage.  Seni 
Writer  Judith  H.  Dobrzynski,  who  hj 
written  our  art-market  stories  for  t| 
past  three  years,  will  follow  the  faj 
changing  art  world.  In  addition,  s| 
will  continue  to  cover  stories  in  finanl 
and  corporate  governance. 

The  recent  sale  of  Pierre  MatissJ 
gallery  to  New  York  dealer  William 
Acquavella  and  Sotheby's — one  of  t| 
biggest  public  deals  in  the  art  world! 
provides  the  perfect  occasion  to  launl 
The  Arts  Business.  For  Judy,  the  si 
ries  are  a  labor  of  love.  We  hope  y| 
enjoy  them. 


corporations,  having  steadily  lost  groi^ 
to  foreign  competition  in  the  1980s,  do 
seem  to  be  good  at  anything  anym 
except  creating  the  unending  deluge 
commercial  propaganda  that  constitd 
contemporary  advertising.  |^ 
Drage  Vukce\  ■ 
Columbia,  Ip 

Advertisers  have  become  mean-spi  > 
ed  and  have  lost  faith  in  the  intei  i- 
ty  and  intelligence  of  the  consumer. 

On  any  given  night  of  television,  \' 
viewer  is  offered  "proof"  that  more  ct 
tors  recommend  aspirin  than  Tylenol  » 
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L.L.  Bean  started  taking  phone  orders  eight  years  ago,  with  a 
Northern  Tfelecom  Meridian  SL-1 PBX.  It  was  the  most  customer- 
friendly  phone  system  they  could  find.  By  instantly  routing  each 
call  to  the  next  available  operator,  it  allowed  L.L.  Bean  folks  to 
spend  more  time  with  customei*s. 

Tbday  L.L.  Bean  has  hundreds  of  operators,  and  sales  are  up 
300%.  But  they're  still  giving  customers  the  same  personal  service 
with  the  same  Meridian  SL-1  system  (expanded  and  upgraded 
many  times). 

"Want  your  business  to  grow  like  that?  Call  1-800-543-9806. 
There's  a  Meridian  SL-1  that'll  fit  your  ■  a  ^  northorn 

business  now  and  for  a  long  time  to  come.      I  W 
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At  Hotel  Beijing-Toronto, 
ijou'll  find  every  ameniti;  for  a 
delightful  stay.  And  all  the  facilities 
for  a  successful  business  trip. 

Conuenientfy  located 
in  the  heart  of  the  city,  these 
deluxe  accommodations 
are  within  easy  walking  distance 

of  the  business  district. 
And  it's  here  that  you'//  discover 
the  true  heart  of  Beijing, 
as  reflected  in  the  smile  of 

our  friendly  staff. 
At  Hotel  Beijing-Toronto. 


I  .    .  Jinglun 

hotel  beijing-toronto 

?>.  JianKuii  MiT.wai  [)a  Jic.  Beijing  Tti  5()022(il) 
Telex:  210()ll/21()012  JLUCN  Cable  5650  BFlJINCj 


i..r:-:;i<'d  by 
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nikkO  hotels  international 

For  reservations,  call  your  Iravel  agent, 
Japan  Airlines  office  or  Nikko  Hotels  International: 
Toll  free  in  U  S.  and  Canada 
1-800-NIKKO-US  (645-5687) 


that  more  doctors  recommend  Tylenol 
than  aspirin.  Or  that  more  people  prefer 
the  taste  of  Coke  to  Pepsi  and  that  more 
people  prefer  the  taste  of  Pepsi  to  Coke. 
Ford  is  tougher  than  Chevy  and  Chevy 
is  tougher  than  Ford.  The  noise  level  is 
deafening.  How  could  the  consumer  be 
anything  but  angry  and  disillusioned? 

Jeffrey  B.  Hirsch 
Venice,  Calif. 

JOB  SECURITY  AT  GM: 

NOT  WITHOUT  BETTER  QUALITY 

If  General  Motors  is  not  bleeding 
enough  from  its  self-inflicted  wounds, 
it's  now  threatened  to  be  cut  off  at  the 
knees  by  the  United  Auto  Workers'  Ste- 
phen Yokich  ("All  the  ingredients  for 
disaster  are  there,"  Top  of  the  News, 
Apr.  16).  In  the  midst  of  massive  GM 
layoffs,  Yokich  wants  job  security  for 
his  people.  What  kind  of  security  does 
he  e.xpect  from  a  company  committed  to 
retrenching  in  lieu  of  cleaning  up  its 
act?  If  Yokich  has  his  way,  the  best  his 
people  can  expect  is  job  security  as  night 
watchmen  for  G.M's  closed  plants. 

Yokich  wants  to  cut  job  losses  regard- 
less of  declines  in  auto  sales.  He  should 
bargain  for  better  design,  quality,  and 
production  efficiency.  Job  security  will 
come  automatically  if  the  UAW's  militan- 
cy is  directed  to  creating  the  likes  of  a 
BMW,  Acura,  Mercedes,  or  Honda. 

Norman  Jacobson 
Los  Angeles 

WHY  THE  DEMOCRATS 

CAN'T  SEEM  TO  GET  IT  RIGHT   

■ found  it  interesting  that  your  analysis 
of  the  Democrats'  search  for  an  eco- 
nomic agenda  centered  on  the  Bentsen, 
Jackson,  and  Gephardt  theories  of  the 
government's  role  in  fiscal  policy  ("The 
Democrats'  search  for  a  road  out  of  the 
wilderness,"  Government,  Apr.  30).  If 
the  Democrats  want  to  capture  the  heart 
and  soul  of  the  American  voter,  they  had 
better  define  how  these  policies  will  ben- 
efit people  in  a  positive,  everyday  way. 

Without  translating  the  impact  these 
programs  have  on  such  people  as  wom- 
en, the  elderly,  and  minorities,  Demo- 
crats will  have  to  count  on  Republican 
mistakes  or  bad  times  to  ever  recapture 
the  White  House. 

George  A.  Dean 
Southport,  Conn. 

EVEN  DEEP  DISCOUNTERS 

MUST  BE  INSURED  

In  "Making  the  most  of  a  bare-bones 
broker"  (Personal  Business,  Apr.  9), 
your  article  implies  'hat  some  securities 
brokers'  accounts  are  not  insured  by 
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In  the  BUSINESS  WEEK  1000  special  i 
sue  (Apr.  13),  the  analysts'  consensi 
estimate  of  1990  earnings  per  share  f( 
Octel  Communications  should  ha\ 
read  $1.05;  the  variation  among  thos 
estimates  is  5.3%.  For  General  Cinem 
the  most  recent  12  months'  sales  wei 
$2  billion,  up  21%  from  the  prior  yea 
net  income  was  $88.5  million,  up  101^ 
Profit  margins  were  4.4%,  compart 
with  2.7%o  in  the  preceding  12  month 
Return  on  common  equity  was  5.7/ 
while  return  on  invested  capital  can 
to  6.3%. 

A  photo  caption  in  "Now  summer  canr 
isn't  just  for  kids"  (Personal  Busines 
May  7)  incorrectly  identified  Chimm 
Rock  National  Historic  Site  on  the  Or 
gon  Trail  in  Nebraska  as  Scotts  Blu 
National  Monument,  also  on  the  trai] 

In  a  review  of  The  House  of  Morga 
(Books,  Apr.  30),  author  Ron  Cherno 
was  identified  as  a  former  reporter  f( 
Rolling  Stone  and  an  associate  of  tl 
Twentieth  Century  Fund.  Chernow  hj 
never  worked  for  Rolling  Stone,  t 
was  the  Twentieth  Centurj'  Fund's  fu 
time  program  officer  in  charge  of  1 
nancial  policy  studies. 


the  Securities  Investor  Protection  Coi 

All  firms  registered  as  brokers 
dealers  under  Section  15(b)  of  the  Secu 
ties  Exchange  Act  of  1984  must  be  me 
bers  of  the  SIPC  as  per  the  Securit: 
Investor  Protection  Act  of  1970. 

Richard  L.  Cosk 
Presidt 

Bentley-Lawrence  Securities  Ii 
Troy,  Mi( 

DOES  HUNGARY  REALLY  NEED 
US  WEST? 


*^Phe  Third  World  is  getting  cellul 
I  fever"  (Information  Processir 
Apr.  16)  mentions  that  Denver-based 
West  Inc.  is  investing  $10  million  w 
the  government-owned  Hungarian  Po 
which  has  a  monopoly  on  Himgar 
telephones,  to  build  a  cellular-phone  s; 
tem  for  a  49%  cut  of  the  profits. 

Hungarians  are  frustrated  at  this  n(  ^ 
form  of  exploitation  and  rightly  say  tl 
the  present  bureaucrats — leftovers  fr( 
the  Communists — have  no  right  to  ma 
any  deals  for  government-owned  prop' 
ty  (comprising  90%  of  all  enterprise 
less  so  if  they  are  so  excessive.  US  W( 
is  offering  a  desperate  economy  with 
foreign  debt  of  $20  billion  (the  large 
per  capita  debt  in  Eastern  Europe) 
cellular-phone  system,  which  wi'l  foi 
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Witness  the  destruction 
of  an  entire  department. 


Don't  blink.  Six  months  worth  of 
lew  orders  and  over  fifty  thousand 
;ustomers  are  about  to  be  wiped  off  the 
ace  of  the  earth. 

By  accident. 

62%  ot  all  hard  disk  data  loss  is  due 
o  operator  error.  Unless  you  back  up 


your  department  with  3M  data  cartridge 
tape  technology,  you're  at  the  mercy  of 
every  finger  tip  in  the  company. 

All  our  data  cartridge  tapes  are  backed 
with  20  years  ol  experience.  12  revo- 
lutionary patents.  And  are  the  choice 
of  IBM.  Apple.  And  Hewlett-Packard. 


Fact  is,  you  simply  can't  find  better 
protection  for  your  company  docu- 
ments. So  don't  take  chances.  Back  up 
ever)'thing  on  a  3M  data  cartridge  tape. 
It's  the  safest  way  to  avoid  destruction. 

Call  1-800-888-1889  ext.  5 
for  more  information. 


Tom  Clancy  Cardmember  since  1985. 


Membership 
Has  Its  Privileges'. 


Don't  leave  home  without  it  . 

Call  1 -SOO  THE  CARD  to  apply. 


Invest  in  America! 


The  Franklin  U.S.  Government  Securities  Fund 
A  solid  investment  with  a  high  current  return. 


Ours  is  a  fast-moving,  fast-changing  world.  If  you're 
looking  for  a  truly  solid  investment,  invest  in  America. 
Invest  in  the  Franklin  U.S.  Government  Securities  Fund. 

This  fund  is  one  of  America's  largest  mutual  funds,  with 
over  $1 1  billion  in  assets.  Why  is  it  so  popular? 

Because  it's  a  "plain  vanilla"  fund  currently  over  99% 
invested  in  Ginnie  Maes.  Since  Ginnie  Maes  are  backed 
by  the  Government  National  Mortgage  Association,  the 
FrankUn  U.S.  Government  Securities  Fund  gives  you  a 
combination  of  advantages  hard  to  find  anywhere  else: 

•  High  degree  of  credit  safety  t 

•  High  current  income 

•  Professional  management 


investment  return  and  principal  value  will  fluctuate  so 
that  your  shares,  when  redeemed,  may  be  worth  more 
or  less  than  their  original  cost.  Past  performance  cannot 
guarantee  future  results. 


Address 


City/ State/ Zip  . 


Call  Franklin  toll-free  today  for 
a  free  brochure. 

1-800-Dial-Ben  Ext.601 


Franklin  Distributors,  Inc.  b* 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

Yes!  1  would  like  a  free  prospectus  containing  more  complete 
information  on  the  Franklin  U.S.  Government  Securities  Fund, 

including  charges  and  expenses.  1  will  read  it  carefully  before 
I  invest  or  send  money. 

□  I  am  currently  a  Franklin  shareholder. 


Name 


F  R  A  NJ  K<  I IJ  NJ 

Member  $42  Billion  Franklin  Group  of  Funds 


fa  ti 


MEADOW 


i 


\       :  «.Q.«it> 


OVER  36 
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SQUARE 

FEETFOR 
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CENTRAL  PARK    JIML  CONSERVANCY 

I  I 

Its  springtime  in  the  Rirk.  Time  to  celebrate  youth  at  the  Central  F^rk 
Conservancy's  8th  annual  'You  Gotta  Have  F^rk' Weekend.  So  come  out  and 
play  Donate  a  dollar  And  check  out  Manhattans  budding  real  estate. 

^l^lirj^t  t  CLUB  MED- 


Italian  masters  have  always  believed  that  only 
with  a  reverence  for  detail  can  there  be  perfection. 


The  StradivarUuf  Violin 
Since  the  17th  century  the  world  has  marveled  at  the  sound  of 
the  violins  by  Antonio  Stradivari.  By  experimenting  with  the 
details  of  the  instruments'  proportions,  wood,  and  even  the 
varnish,  he  created  what  is  the  standard  of  perfection. 


Europe's  PC  leader  introduces  the 
PCS  286  to  America.  Performance. 
Price.  And  all  the  details. 

When  it  comes  to  personal  com- 
puters, what  is  perfection? 

As  one  of  the  world's  largest 
makers  ot  personal  computers, 
Olivetti  knows  perlection  requires 
great  attention  to  detail.  That's  why  il 
you  work  at  home,  have  a  small  busi- 
ness, or  purchase  computers  lor  a 
large  business,  we 
think  the  details 
built  into  the  PCS 
286  will  suit  you 
perfectly. 

Start  with  the 
basics.  The  MS- 
DOS*.  OS/2®- 
based  PCS  286 
comes  with  Olivetti  s  exclusive  inter- 
active tutorial  —  without  a  doubt,  one 
of  the  best  in  the  industry.  So  clear,  so 
simple,  whether  novice  or  expert, 


MOIIITOR 

'  ansc 

Our  interactive 
tutorial  makes 
learning  to  use  th< 
PCS  286  a  minor 
detail. 


On  a  crowded  desk, 
having  one  of  the 
industry's  smallest 
footprints  makes  a 
big  dil  ference. 


vou'll  be  up  and  running  while  others 
are  still  asking  lor  help.  No  small 
detail. 

And  after  the 
basics,  it  gets  even 
better.  Just  con- 
sider the  details  we 
build  in  that  most 
others  consider 
options. 

16-bit  VGA 
controller  —  includ- 
ed. 1MB  RAM -included.  Hard 
drive  interface  and  serial,  parallel  and 
PS/2'"  mouse  ports  —  included . 
And  all  are  ingeniously  built  onto 
the  motherboard.  This  frees  up  the 
three  (included)  expansion  slots  so 
your  capabilities  can  grow  as  your 
needs  grow. 

Then  consider  the  advantages  of 
Olivetti's  incomparable  ergonomic 
design.  From  top  to  bottom.  Monitor. 
Iveyboard.  The  extremely  small  foot- 


print. No  detail  has  been  overlooked. 

It  really  all  comes  down  to  what 
we've  learned  from  past  masters. 
Whether  it's  a  priceless  violin  or 
remarkably  priced  computer,  perlec- 
tion  lies  in  the  details. 

For  the  Olivetti  dealer  nearest  you, 
caU  1-800-4-17-4700. 


oliuelli 

The  details  create  the  difference. 


YoucanwriteusatOlivettiOfficc  USA,  765  U.S.  Highway  202,  Somerville.NJ08876-l289.    MS-DOS  •  and  OS/2  Sareregisteredtrademiu-ksofMicrosoft  Corp.  PS/2"  isaregistered  trademark  of  IBM. 


PEROT:  AN  UNAUTHORIZED  BIOGRAPHY 

By  Todd  Mason 

Dow  Jones  Irwin  •  316pp  •  $19.95 


WILL  THE  REAL  ROSS  PEROT 
PLEASE  STAND  UP? 


There  are  two  sides  to  every  story, 
goes  the  old  saw,  and  perhaps  this 
is  especially  true  when  the  story  is 
as  encrusted  in  legend  as  Ross  Perot's. 
We  all  know  the  mythical  Ross  Perot: 
the  paperboy  fearlessly  delivering  news- 
papers to  the  Texarkana  ghetto;  the  su- 
persalesman  meeting  his  annual  sales 
quota  at  IBM  in  January;  the  entrepre- 
neur galvanized  into  starting  what  may 
be  the  most  driven,  most  anti- 
bureaucratic  company  in  American  histo- 
ry by  reading  Thoreau's  famous  line 
"The  mass  of  men  lead  lives  of  quiet 
desperation" — in  Reader's  Digest. 

Not  to  mention  the  Ross  Perot  who 
saves  Texas'  schools  and  plots  the  dar- 
ing rescue  of  his  men  from  an  Iranian 
prison.  And  most  recently,  the  Ross 
Perot  who,  after  the  merger  of  his  be- 
loved Electronic  Data  Systems  with  the 


huge  and  bureaucratic  General  Motors, 
becomes  such  a  burr  in  the  auto  giant's 
side  that  the  company  pays  him  $700 
million  to  go  away.  It's  quite  a  myth,  all 
right,  and  its  creation  is  no  accident. 

Aside  from  that  other  great  myth- 
maker,  Lee  lacocca,  no  one  in  American 
business  has  done  a  better  job  of  press- 
managing  his  life.  "Modern  public  fig- 
ures rarely  exercise  the  degree  of  con- 
trol that  Perot  has  maintained  over  his 
story,"  writes  BUSINESS  week's  Todd 
Mason  in  Perot:  An  Unauthorized  Bi- 
ography. Mason  believes,  however,  that, 
like  all  legends,  Perot's  story  must  con- 
tain its  share  of  omissions,  exaggera- 
tions, and  just  plain  falsehoods.  "Perot 
requires  people  to  accept  him  on  faith," 
he  writes  in  his  preface.  "I .  . .  lost  mine 
in  the  course  of  my  research." 

Mason  examines  each  chapter  of  Per- 


n\ 
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ot's  life,  poking  holes  in  the  myth  wi  '»f' 
relative  ease.  He  even  looks  into  Perow  ^ 
boyhood  exploits — and  determines  th 
that  ghetto  wasn't  all  that  dangerou 
But  the  book's  centerpiece  is  a  revisio 
ist  look  at  Perot's  stormy  tenure  as  Ge 
eral  Motors'  largest  stockholder. 

It  seems  oddly  appropriate  that  M 
son's  book  is  being  published  at  almo 
the  same  moment  as  the  paperback  ec 
tion  of  last  year's  big  Perot-GM  boo 
Doron  Levin's  Irreconcilable  Diffe 
ences.  Levin  swallowed  the  Perot  my 
whole,  casting  the  entrepreneur's  stru 
gle  with  GM  as  a  clear  case  of  good  v 
evil.  This,  of  course,  was  the  conventio 
al  view,  though  it  is  Mason's  all-but-stJ 
ed  belief  that  Levin's  book  took  the  tai 
that  it  did  because  the  author  was  san 
bagged  by  Perot's  seductive  attention§ilan 
(This  is  not  a  problem  Mason  had 
contend  with,  since  Perot  cooperate 
grudgingly,  only  on  fact-checking.) 

Although  his  book  is  awkwardly  wr: 
ten  and  badly  organized,  Mason  bring 
to  his  task  an  earnestness  and  honest  iflj 
that  is  appealing.  You  won't  find  ar 
reconstructed  dialogue  here.  He  admi 
what  he  doesn't  know,  and  he  states  tl 
facts,  whether  they  help  or  hurt  the  cas 
he  is  trying  to  build.  Unlike  Levin,  M; 
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odoy^  Force  m  tiucks,, 


F  L.jiii  i ' .  Jei  les  to  a  wu  id -winning  Cargo, 
Ford  is  building  Americas  best-selling  line 
cA  medium  duty  trucks. 

The  Ford  WorkForce. 

Our  long-haul  aero  tractors. . . 
AeroMox,  long-nose  LTL,  cab-over  CL. . . 


are  the  tuel-savingest  big  Fordo  ovoi  Ij^iilt. 
That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the 
future  in  big  trucks? 

We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 
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1  has  thought  hard  thoughts 
)ut  Perot — wrestled  with  the 
a  of  Perot — and  attempted  to 
)ue  him  with  a  complexity 
,t  Perot  himself  would  prefer 
ignore.  And  yet,  despite  Ma- 
i's best  efforts,  the  Perot  im- 
;  remains  largely  untarnished, 
son's  own  sense  of  fairness 
!ps  getting  in  the  way. 
.^0  make  the  anti-Perot  case, 
son  first  posits  a  thesis  about 
dership.  He  claims  that  there 

fundamentally  two  kinds  of 
ders — the  charismatics,  like 
•ot,  and  the  bureaucrats,  like 
's  Roger  Smith — and  that 
ifting  a  charismatic  leader 
,0  a  bureaucratic  organization, 
ich  is  what  happened  when  GM 
ight  EDS,  was  doomed  from 
start.  Surely  he  is  right 
)ut  this.  A  titanic  clash  of  cul- 
es  and  values  ensued.  After  it 
3  over,  most  observers,  includ- 

Levin,  concluded  that  GM  had  reject- 
a  culture  and  a  set  of  values  it  des- 
•ately  needed,  much  as  the  human 
iy  can  reject  a  new  organ  even  when 
s  potentially  life-saving. 
.^0  take  the  other  side  means  accept- 
■  the  culture  and  values  of  the  bureau- 
cy,  and  that's  the  corner  Mason  has 


PEROT  CAREFULLY  MANAGED  THE  CREATION  OF  HIS  OWN  MYTH 


backed  himself  into.  He  gives  us  Perot 
as  the  GM  hierarchy  must  have  seen  him: 
as  a  man  who  just  didn't  get  it.  Who 
didn't  understand  how  hard  it  is  to  move 
an  organization  that  big.  Who  couldn't 
be  patient.  Who  couldn't  stop  kibbitzing, 
stop  complaining  publicly,  stop  doing  all 
those  things  that  drove  GM  crazy. 


Mason  has  managed  to  get  a 
peek  at  sealed  depositions  given 
during  the  blizzard  of  litigation 
that  took  place  after  Perot 
formed  Perot  Systems  and  began 
hiring  EDS  employees.  This  mate- 
rial, he  implies,  shows  that  Perot 
isn't  as  straight  a  shooter  as  he 
says.  But  instead  of  providing  a 
smoking  gun,  the  depositions 
read  like  a  lawyers'  debate.  Ma- 
son scores  his  most  direct  hit 
when  he  steps  back  from  this  ar- 
cana and  says,  quite  forcefully, 
that  starting  Perot  Systems  was 
not  so  much  a  legal  violation  as  a 
moral  one — a  betrayal  of  Perot's 
former  colleagues. 

Perhaps  if  you've  spent  30 
years  at  GM,  this  portrayal  of 
Perot  will  ring  true.  For  the  rest 
of  us,  it  seems  hopelessly  insu- 
lar, so  inspired  by  the  internal 
dynamics  of  GM  that  it  is  di- 
vorced from  the  real  world.  In 
the  real  world,  here's  what  happened: 
"GM  began  the  decade  of  the  1980s  with 
46  percent  of  American  auto  sales  and 
finished  it  with  35  percent,"  as  Mason 
correctly  notes.  Perot,  Mason  adds,  quot- 
ing a  GM  hand,  "was  complaining  about 
things  that  were  true." 

Surely  this  does  not  speak  well  for  the 
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and  Xomorrows, 


Drag  coefficients  lower  than  ever.  And 
etter  fuel  economy  than  todays  best  numbers. 

Ford  is  now  the  only  full-line  U.S. 
lanufacturer  in  every  class  of  big  trucks. 

One  reason  why  we're  todays  Force 
1  trucks.  And  tomorrow's. 


The  Force 


in  trucks 


FORDa 
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Kodak  copier  representatives  will  do  whatever  it  takes 
to  guarantee  your  total  satisfaction  with  Kodak  copiers, 
people  and  service.  Whatever  it  takes. 

Nobody's  ever  offered  a  copier  guarantee  like  this. 
But  then  nobody  else  has  copiers  like  the  award-winners 
from  Kodak.  Nobody  has  Kodaks  heritage  of  quality 
products  and  caring  people — plus  the  best  service  in  the 
business!  So  we  can  confidently  offer  to  do  whatever 
^  it  takes  to  make  you  a  totally  satisfied  Kodak  copier 


Put  us  to  the  test.  We're  not 
all  as  limber  as  the  guy  above,  but 
every  one  ot  us  is  an  expert  at 
satisfying  customers.  For  details, 
call  1800  255-3434,  Ext.  154. 


i 

Kodak  copiers.  Ask  any  customer. 


Are  You  Ready 
for  Europe  1992? 

...Fidelity  Europe  Fund  Is! 

Monumental  changes  are  (jccuiTing  throughout  Europe  as  many  remaining  trade 
barriers  are  being  removed,  allow  ing  countries  and  companies  to  trade  more  freely. 
Fidelity  Europe  Fund  gives  you  easy  access  to  the  new  investment  opportunities  being 
created  now  as  we  move  toward  Eui'ope  Wl. 

Of  course,  you  should  be  aw  are  of  the  greater  risks  as  w  ell  as  greater  potential 
rewards  of  foreign  investments,  and  you  may  have  a  gain  or  loss  on  your  shares.  Call 
Fidelity  today  to  tap  the  growth  potential  of  this  exciting  market! 


Fidelity  Europe  Fund,  u,,  n  a .... 

iplfk-  intdi malum,  iiKiLidiiii; 

nianam'im-nl  krs,  (.'\|h-iim's,  and  ihf  limds  2"i.  sale.s  cl 
plciLsf  call    u  nlL'  f(ir  a  Ir  t'e  prospi'clus.  Read  il  caref 

lai'fie  and  1 "..  defei'i-ed  sales  charge, 
illv  before  \()U  invest  or  send 

iiKmey  Fjdt'lil\  Di^lnbulors  C.JipDialion  (CpfiU'iai  Dist 
Dallas.  TX  "S2(i(i-0(i(l  v  Service  for  the  titarin;;  im{ 

ihiilKiii  Vnenl),  PO  Bo\6(i()(i(li, 
)air«ITi)D  l-K(l()-';44-011S. 

Call  toll-lrte  24  hours 

1-800-544-8888 

%  Fidelity 

T  Investments^ 

CODE:  BW/EUR/052190  | 

The  success  book  for  the  turbulent  '90s  that  shows  you 


,  HOW  TO  GET 
THE  PEOPLE 
ADVANTAGE 


sandy 


Managing  today  is  managing  people. 
Forging  the  Productiviry  Partnership  shows 
you  how  to  take  personal  command  of  the  behavior-shaping 
tools,  techniques  and  technologies  of  our  time.  You'll  discover  how 
to  tie  together  strategy,  training,  organizational  communication,  motivation, 
computerized  information,  measurement  and  recognition  to  develop  a 
hard-hitting,  customer-responsive  business  force. 

Bill  Sandy  and  his  colleagues  are  immersed  in  helping  bring  large-scale 
change  to  industries  in  upheaval.  This  book  captures  the  drama  of  change 
and  shows  you  how  to  mobilize  people  to  make  a  powerful  difference. 


Get  Forging  the  Productivity  Partnership. 
Visit  your  bookstore  or  call  1-800-262-4729  today. 


values  GM  embraced  in  rejecting  Pero 
It's  why  most  people  saw  Perot  as  GM' 
last  chance  to  regain  its  former  grea 
ness.  And  it's  why  the  reporter  who  wa 
taken  in  by  Perot  came  closer  to  th 
mark  than  the  reporter  who  wasn't. 

BY  JOSEPH  NOCER 
Joseph  Nocera  writes  "The  Profit  Motive 
eolumn  for  Esquire. 


BOOK  BRIEFS  I 
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IN  THE  ARENA:  A  MEMOIR  OF 
VICTORY,  DEFEAT  AND  RENEWAL 

By  Richard  Nixon 

Simon  &  Schuster  •  384pp  .  $21,95 


You  have  to  read  only  a  few  pagt 
of  Richard  Nixon's  latest  chron 
cle  of  his  rise  and  fall  before  yo 
start  asking  yourself:  "Why  do  I  kee 
turning  these  pages,  anyway?  Why 
this  so  weird  and  so  fascinating  at  th 
same  time?" 

Sixteen  years  after  the  Watergat 
scandal,  Nixon  is  still  a  riveting  figun 
Somehow,  he  remains  as  alluring  an 
complicated  as  a  Shakespearian  villaii 
If  you  prick  him,  does  he  not  bleed?  Ye 
copiously,  in  this,  the  latest  in  a  series  c 
memoirs  that  began  with  Six  Crises. 

Nixon  cites  the  maxim  "Don't  let  yoi; 
critics  get  to  you"  as  one  of  the  beacor 
that  guided  him  through  the  dark  day 
after  his  resignation.  Come  on,  Mr.  Pre 
ident.  Nixon  is  obsessed  with  the  schen 
ing  of  his  enemies — always  many  an 
always  out  to  destroy  him.  That  hasn 
changed  since  his  famous  "Checkers 
speech.  In  this  volume,  we  learn  ho 
former  New  York  Representative  Bell 
Abzug  and  other  Democrats  formulate 
a  "secret  'comprehensive  contingenc 
plan'  "  to  regain  the  White  House  in  th 
event  of  his  resignation.  With  enemi( 
like  Bella  Abzug,  who  needs  friends? 

But  alongside  the  Nixon  with  the  ii 
cessant  need  to  define  himself  by  tl 
hatred  of  others,  another  Nixon  is  c 
display — a  brilliant  geopolitical  strat 
gist,  a  crafty  lawyer,  an  analytical  thinl 
er  who  can  isolate  the  character  trail 
that  made  such  world  leaders  as  Chark 
de  Gaulle  and  Chou  En-lai  great. 

Still,  only  Richard  Nixon  would  see 
executed  Romanian  President  Nicol 
Ceau§escu  an  Eastern  European  visio 
ary  who  "saw  the  need  for  change  in  tl 
Communist  world."  Only  Nixon  wou 
feel  compelled  to  recount  how  he  aske 
his  White  House  steward,  Johnny,  to  f 
him  corned  beef  hash  with  a  poache 
egg  for  breakfast  his  last  morning  in  tl 
White  House,  "rather  than  my  usu: 
spartan  breakfast  of  wheat  germ,  0 
ange  juice,  and  a  glass  of  milk."  Whet 
er  you  love  Nixon  or  hate  him,  you  won 
be  able  to  put  him  down. 

BY  DOUGLAS  HARBRECh 
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26  BUSINESS  WEEK/MAY  21.  1990 


B0( 


JUST  BECAUSE 
YOU  HAVE  A  lOT  OF 
DIFFERENT  COMPUTERS, 
DOESN'T  MEAN 
YOU  NEED  A I0T  OF 
DIFFERENT  PRINTERS. 


It's  bad  enough,  mixing  Macintosh;  IBM'  PC, 
UNIX"  and  mainframes  in  the  same  company.  At  least 
you  should  be  able  to  standardize  on  one  laser  printer. 

With  PostScript"  software  from  Adobe;  you  can. 

As  long  as  it's  an  Adobe  PostScript  printer,  it's 
compatible  with  all  those  different  computers.  Because 
one  thing  those  machines  all  have  in  com- 
mon is  genuine  PostScript  software 
from  Adobe. 

What's  more,  every  type  of  soft- 
ware application — from  word  processing 
to  desktop  publishing  to  spreadsheets — 
can  output  to  a  PostScript  printer. 


So  when  it  comes  to  compatibility,  PostScript 
printers  are  unsurpassed. 

And  now  that  every  major  printer  manufacturer 
offers  a  line  of  Adobe  PostScript  printers,  getting  the 
right  features,  service  and  price  is  simple,  too.  Since 
PostScript  printers  are  easy  to  use,  fast  and  produce 
great-looking  output,  you  won't  find  a  safer  buy. 

PostScript  software  fi'om  Adobe.  A  beautifully 
simple  printer  solution. 

For  more  information  and  a  complete  list  of 
PostScript  output  devices,  call 
Adobe  Systems  at  1-800-952-6300, 
Department  173. 


POSTSCRIPT- 

Wf^m  Sotlwdre  From  Adobe 


Adobe,  the  Adobe  logo.  PostScript  and  ttie  PostScript  logo  are  trademarks  of  Adobe  Systems  Incorporated,  registered  in  tlie  U  S  A  Macintosh  is  a  registered  trademark  of  Apple  Computer,  Inc  IBf^  is  a 
registered  trademark  of  International  Business  Machines  Corporation  UNIX  is  a  registered  trademark  of  AT&T  Information  Systems    1990  Adobe  Systems  Incorporated  All  rights  reserved 
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his  music  and 
country  doctor.  In  hi 


Add  up  the  parts 
of  Albert  Schweitzer's 
iie  and  you'd  think 
"^sA  you  were  talking 
about  an  army 
of  men. 
As  a  Protestant 
«;  theologian,  he  saw 
W  medicine  as  one 
way  to  revere  lite. 
So  he  studied  medicine 
and  went  to  work  in  French 
Equatorial  Africa. 

As  a  classically  trained  organist 
renowned  for  his  interpretations 
ofJ.S.  Bach,  he  raised  money 
for  his  hospital  by  giving 
concerts. 

As  a  philosopher  and 
writer  he  was  renowned 
for  his  prodigious  work. 
The  Philosophy  of  Civihzation, 
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you, 

'sol 

m 


mini 


lis  philosophy,  and 
/as  just  another 
ase,  a  whole  country 


used  the  royalties  to  purchase 
dical  supplies. 

And  after  winning  the  Nobel 
ce  Prize  in  1952,  he 
k  the  award  money 

built  a  village  for 
rosy  patients. 

If  you  understand 
V  that  combination 
remarkable  talents 
led  to  serve  one 
ater  purpose,  you'll 
ierstand  the  vision 


HERE'S  HOW  THE  COMPANIES 
OF  BELLSOUTH  INTEGRATED  MANY 
DIFFERENT  TALENTS  TO  HELP  ONE  OF 
THE  WORI.D'S  LARGEST  RETAILERS. 

Designed  systems  to  utilize  network  intelli(.]ence  to 
more  effectively  manacje  incoming  customer  calk 
and  agent  utili/ation. 

Accepted  order  to  place  scwral  thousand 
telephone  systems  in  locations  throughout  the  U.S. 

Implemented  an  asset  management  tracking 
system  to  log  maintenance  on  data  tcrminak  at  all 
locations. 

Supplied  mobile  phone  serx'ice  to  peld 
technicians  to  reduce  backhaul. 


"BellSouth. 

Individually,  the  companies  of 
BellSouth  are  counted  among 
the  best  in  their  field.  And 
when  brought  together  to  help 
you,  they  can  provide  integrated 

solutions  to  a  surprising 
ariety  of  telecommunications  and 
)rmation  problems. 


Utilized  data  communications  to  low  er  overhead 
on  credit  card  purchase  transactions  by  SQ%. 


Senior  industry  executives 
named  BellSouth  the  most  admired 
telecommunications  company 

in  America  for  the  past 
two  years  in  an  annual 
Fortune  magazine  survey. 
Which  means  if  you're 
looking  at  your  own 
business  or  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  lor. 


After  all,  when 
you  can  surround 
a  problem  with 
remarkable  ' 
talent, 

successful  V 
solutions  can't 
be  far  away. 


BELLSOUTH 


Ttising  Services 


Everything  You  Expect  Erom  A  Leader 


Economic  Viewpoint 


TO  ALL  YOU 
INFLATION 
ALARMISTS: 
RELAX 

BY  ALAN  S.  BLINDER 


Sure,  it's  a  nuisance  to  have 
even  a  slow,  steady  inflation 
around  the  economic  house. 
But  after  almost  seven  years 
of  this  unwanted  guest, 
America  has  learned  that 
it's  a  headache  that's  hardly 
worth  brain  surgery 


AN  S,  BLINDER  IS  THE  GORDON  S.  RENTSCHLER 
MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON  AND 
THE  AUTHOR  OF  HARD  HEADS.  SOFT  HEARTS 


Sometimes  life  imitates  art.  For 
many  years,  a  number  of  academ- 
ic economists  argued  a  theoretical 
case:  that  steady  inflation  at  a  slow-to- 
moderate  pace  causes  minimal  economic 
loss  and  social  distress.  Few  outside  the 
academy  believed  them.  But  recent 
events  have  proved  them  right. 

With  due  apologies  for  excessive  brev- 
ity, the  argument  against  inflation  pho- 
bia goes  like  this. 

Inflation  allegedly  robs  lenders  to  pay 
borrowers,  erodes  the  purchasing  power 
of  wages,  makes  long-term  contracts 
hazardous  or  impossible  to  write,  and,  in 
general,  jams  the  signals  that  the  price 
system  emits.  All  this  and  more  is  dra- 
matically true  when  inflation  is  high  and 
variable.  But  such  costs  virtually  disap- 
pear when  inflation  proceeds  at  a  low, 
predictable  rate.  Since  borrowers  and 
lenders  can  build  allowances  for  infla- 
tion into  interest  rates,  inflation  no  long- 
er redistributes  wealth.  Similarly,  pre- 
dictable inflation  can  be  factored  into 
wage  agreements  and  other  long-term 
contracts,  so  inflation  need  not  under- 
mine the  normal  functioning  of  the  mar- 
ket economy. 

LITTLE  EVIDENCE.  The  economic  costs 
that  remain  when  inflation  is  low  and 
predictable  are  minor.  The  main  one  is 
that  inflation  imposes  a  tax  on  holding 
cash — since  cash  loses  value  while  pay- 
ing no  interest.  Such  costs  must  be  quite 
small,  and  so  the  costs  of  steady,  low 
inflation  must  be  small,  too. 

None  of  this  argues  that  inflation  does 
the  economy  good.  A  nation  is  better  off 
without  inflation,  just  as  an  individual  is 
better  off  without  a  headache.  But,  if  it 
is  painful  to  reduce  inflation  (as  it  surely 
is),  then  a  rational  society  may  be  loath 
to  take  drastic  anti-inflation  medicine, 
just  as  a  rational  individual  may  reject 
brain  surgery  to  cure  a  headache. 

While  I  always  found  this  argument 
persuasive,  inflation  doves  like  me  found 
it  hard  to  convince  "practical"  people 
who  "knew"  that  inflation  was  a  terrible 
thing.  And  there  was  little  historical  evi- 
dence to  support  our  theoretical  case. 
So,  whenever  we  made  the  argument, 
objections  like  the  following  were  inev- 
itably raised: 

■  Inflation  is  a  "cruel"  tax  that  weighs 
most  heavily  on  the  poor.  Careful  re- 
search in  the  1960s  and  1970s  exploded 
this  myth.  Although  few  people  know 
this,  it  is  the  wealthy  who  lose  most 
from  inflation,  partly  because  they  own 
stocks  and  bonds  whose  values  decline. 

■  Inflation  dulls  the  incentive  to  save 
and  invest  and  therefore  harms  capital 
formation.  Because  our  tax  system  is 
not  indexed,  the  effective  tax  rates  it 
levies  on  real  interest,  profits,  and  capi- 
tal gains  become  quite  heavy — even  pu- 


nitive— when  inflation  is  high.  However, 
indexing  can  easily  eliminate  this  cost  of 
inflation.  Furthermore,  Americans  saved 
more  of  their  incomes  in  the  inflationary 
1970s  than  in  the  low-inflation  1980s,  de- 
spite our  unindexed  tax  code.  And  the 
share  of  investment  in  GNP  was  about 
the  same  in  the  two  decades.  So  perhaps 
this  cost  is  not  so  severe. 
■  Steady  inflation  is  a  mirage.  An  econo- 
my with,  say,  a  4%  inflation  rate  is  on  a 
slippery  slope  toward  ever-higher  infla- 
tion. Neither  economic  theory  nor  his- 
torical data  support  this  popular  belief. 
Since  1948,  for  example,  inflation  as 
measured  by  the  Consumer  Price  Index 
has  risen  from  one  year  to  the  next  19 
times,  fallen  20  times,  and  been  constant 
3  times. 

More  to  the  point,  the  inflation  rate 
has  been  steady  as  a  rock  since  1983, 
once  volatile  food  and  energy  prices  are 
removed  from  the  index  (chart).  Often 
during  this  period  alarmists  have  de- 


WHO  SAYS 
INFLATION  IS  RISING? 


YEAR-TO-YEAR  CHANGE 
IN  CONSUMER  PRICE  INDEX 
EXCLUDING  FOOD  AND  ENERGY 
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clared  an  acceleration  of  inflation  to  be 
imminent,  just  as  they  are  doing  today. 
But  it  never  came.  Thus  events  have 
proven  that  steady,  low  inflation  for  a 
sustained  period  of  time  is  not  just  a 
theoretical  possibility  but  a  real  one. 

Now  that  we  have  lived  with  steady 
inflation  for  almost  seven  years,  what 
have  we  learned? 

It  seems  to  me  that  a  tacit  social  con- 
sensus has  emerged.  According  to  this 
consensus,  4%  inflation  is  a  yawner.  In- 
flation no  longer  even  makes,  much  less 
tops,  pollsters'  lists  of  major  social  prob- 
lems. These  days,  people  hardly  talk 
about  it.  What  Americans  once  viewed 
as  a  virulent  social  disease  is  now 
viewed  as  a  minor  irritant  that  is  better 
tolerated  than  eliminated.  Popular  sup- 
port for  a  recession  to  reduce  inflation  is 
conspicuously  absent. 

All  this  is  just  what  economic  theory 
predicted  decades  ago,  but  the  man  and 
woman  on  the  street  refused  to  believe 
it.  But  seeing  is  believing.  ■ 
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JAPAN'S  TRADE 
SURPLUS  MAY  STILL  BE 
HEAPED  DOWN  

on't  assume  that  Japan's  •:: 
Istirplus  is  about  to  take  off 
wake  of  a  weaker  yen,  aavisc- 
economist  Deborah  Allen  of  Claremont 
Economics  Institute.  She  argues  that  Ja- 
pan's export  and  import  trends  are  less 
responsive  to  currency  shifts  than  most 
people  think. 

The  proof:  Japan's  trade  surplus  actu- 
ally rose  from  S55  billion  in  1985  to  near- 
ly SlOO  billion  during  the  next  three 
years,  even  as  the  yen's  dollar  value  ai> 
predated  by  50'  < .  Expoit  volume  was 
stagnant  during  the  yeai-s  of  the  rising 
yen.  she  explains,  but  the  higher  value 
of  the  yen  allowed  the  Japanese  to  earn 
more  dollars  from  their  exports.  So  the 
nominal  trade  surplus  rose. 

By  contrast,  although  the  yen  was 
down  by  an  average  12' '  in  1989.  Japan's 
trade  surplus  actually  detei'iorated. 
While  exports  rose  slightly,  import  vol- 
ume kept  climbing  in  the  face  of  rising 
prices.  And  real  impoits  this  year  are 
continuing  to  gi"ow  rapidly  despite  the 
yen's  decline. 

Thus,  as  Allen  sees  it.  neither  real 
exports  nor  export  prices  are  likely  to 
rise  substantially  this  year — partly  be- 
cause capacity  and  labor  supply  are  too 
tight  to  support  an  export  boom  and 
partly  because  many  exporters  have 
bowed  to  government  pressure  to  keep  a 
lid  on  exports  to  avoid  trade  tensions.  By 
contrast,  rising  prices  and  volumes  will 
continue  to  drive  Japan's  import  bill 
higher,  as  its  consumption  boom  contin- 
ues. The  upshot.  Allen  predicts,  will  be 
"a  decline  in  Japan's  trade  surplus  to 
about  ^oo  billion." 


curate  and  seriously  outdated.  "By  any 
realistic  criterion."  says  Ruggles.  "pov- 
erty in  the  U.  S.  is  far  higher  than  offi- 
cial estimates  and  shows  little  sign  of 
declining."  The  mismeasurement  of  pov- 
erty, she  adds,  has  done  a  particular  dis- 
senice  to  the  elderly  and  children. 
J  The  povertj"  formula  developed  in  the 
eariy  1960s  by  Mollie  Orshansky  of  the 
Social  Security  Administration  leaned 
hea\ily  on  survey  data  indicating  that 
I  the  average  family  spent  a  third  of  its 
I  income  on  food.  Since  food  is  the  most 
basic  of  necessities.  Orshansky  deter- 
mined povem"  thresholds  by  simply  tip- 
pling the  minimum  amount  of  money  the 
Agriculture  Dept.  estimated  was  neces- 
sary to  provide  a  nutritionally  adequate 
diet,  with  adjustments  for  different 
household  sizes.  Today's  poverty  lines 


COUNTING  THE  POOR 
—WITH  AN 
ANTIQUE  CALCULATOR 

easuring  poverty  levels  in  the 
I .  S.  has  always  been  some- 
thing of  a  judgment  call.  Propo- 
■  nents  of  the  government's  methodology, 
however,  have  long  argued  that,  at  the 
veiy  least,  it  yields  a  consistent  measure 
that  tracks  poverty  trends  over  time  and 
provides  a  useful  basis  for  determining 
welfare  and  other  government  aid. 

Not  so.  claims  economist  Patricia  Rug- 
gles of  the  Urban  Institute,  whose  new 
book,  Drauing  the  Line,  offei-s  evidence 
that  the  current  poverty  measure  is  inac- 


THE  ELDERLY  ARE  REALLY 
POORER  THAN  OTHERS 


A  PERCE!(T(1986) 


•RATE  IF  Sm  POVERTY  CRIMA  WERE 
USB)  FOR  ELDERLY  AS  FOR  NONELDERIY 

DMA  URBAN  WSmUIt 


are  essentially  the  same  ones  established 
27  years  ago  adjusted  upward  in  line 
with  the  consumer  price  index. 

Although  it's  not  widely  known,  the 
formula  also  established  a  lower  poverty 
threshold  for  those  65  and  older  on  the 
grounds  that  the  elderly's  food  needs 
were  about  10^'f  below  those  of  the  non- 
elderly.  But  this  adjustment,  which  is 
still  made,  ignored  the  fact  that  the  aged 
'  spend  more  of  their  incomes  on  other 
1  necessities  than  younger  people  do. 
Even  with  medicare,  for  example,  older 
households  today  spend  more  than  twice 
as  much  of  their  budgets  on  health  care 
j  as  do  other  households. 

"There's  no  justification  for  the  view 
that  old  folks  need  less  to  sunive  than 
other  people.'"  says  Ruggles,  who  esti- 
mates that  apphing  the  same  povert\" 
formula  to  all  age  groups  would  bring 
the  elderly's  poverty  rate  significantly 
above  those  of  the  nonelderly  (chart). 
What's  more,  she  notes,  unlike  other 
groups,  who  tend  to  move  in  and  out  of 


poverty,  the  aged  poor  slay  that  vs'ay  fc 
the  rest  of  their  lives. 

The  povem"  formula's  biggest  shor 
coming,  however,  is  that  consumptio 
patterns,  living  standards,  and  relativ 
costs  have  changed  substantially  since 
was  developed.  While  food's  share 
family  budgets  has  shrank  to  20%,  fc 
example,  housing's  share  has  risen  fro 
SS'^c  three  decades  ago  to  43%  toda; 
And  poor  families  now  spend  t\vo-thirc 
of  their  incomes  on  housing. 

How  unrealistic  are  cuiTent  povert 
rates'?  Using  government  criteria  f( 
low-income  housing  subsidies.  Ruggle 
calculates  that  a  housing-based  povert 
measure  would  have  raised  1987"s  pove 
t>-  rate  of  13.5^^  to  23.4%.  And  the  m 
rate  would  have  been  20%  if  the  povert 
line  were  set  at  50^^  of  the  median  far 
ily  income,  as  some  economists  propos 

In  short.  Ruggles  contends  that  pove 
ty  formulas  are  badly  in  need  of  re\ 
sion.  Her  own  estimates,  for  exampl 
would  raise  the  povem"  rate  of  Ame 
ca's  childi-en  from  20^''  to  nearly  one  oi 
of  three.  "Undei-statmg  the  extent 
poverty,"  she  warns,  "increases  tl 
chances  that  we  will  ignore  the  phght  < 
the  elderly  poor  and  fail  to  inve; 
enough  in  the  young  to  ensure  our  f 
ture  prosperity"." 


THE  SCHOOLHOUSE 
BOOM  OFFSETS 
THE  OFFICE  BUST 

With  the  national  office  vacant 
rate  I'unning  close  to  20'^  f 
the  past  fotu"  yeai-s.  it's  hard 
news  that  office  constraction  has  be 
in  a  shaqj  downturn — plunging  by 
billion  in  real  terms  (1982  dollars)  fro 
February,  1985.  to  February.  199 
^\"hat's  less  well  known  is  that  the  offi^ 
construction  bust  has  been  more  th 
offset  by  a  boom  in  school  constructio 
Economist  Edward  E.  Yardeni  of  Pr 
dential-Bache  Securities  Inc.  points  o 
that  real  school  constraction  has  soar 
by  S8.5  billion  since  early  1985. 

Yardeni  thinks  both  ti'ends  reflect  t 
demogi'aphic  effects  of  baby  boomei 
Partly  because  the  boomers  have  no 
been  fully  absorbed  into  the  labor  for 
gro\\"th  in  white-collar  employment  h 
slowed  significantly,  making  it  diffici 
to  fill  the  space  created  by  the  offi, 
construction  boom  that  crested  in  19^ 
And  because  baby  boomei-s  have  giv 
birth  to  some  44  million  babies  sin 
1977.  elementar>-  schools  have  fou 
themselves  short  of  classrooms.  Wi 
high  school  em'ollments  expected  to  ri 
16%  by  1997,  or  over  1.8  million,  t 
school  building  boom  has  a  way  to  go. 


32  : 


^990 


ECONOMIC  THE 


Business  Gifts 
That  Are  Remembered, 
Foreven 


Tiffany's  Corporate  Division  offers  an  extraordinary 
selection  of  gifts  that  will  be  cherished  for  years  to  come.  Because 
nestled  inside  of  every  Tiffany  blue  box  is  a  gift  of  exclusive 
design  and  remarkable  craftsmanship,  reflecting  a  152-year  heri- 
tage. Whether  it's  jewelry,  sterling  silver,  crystal,  clocks,  watches 
or  fragrance,  there's  something  exquisite  to  accommodate  every 
budget  and  holiday  gift  need. 

The  highest  standards  of  customer  service  are 
upheld  by  your  personal  Account  Executive  who  takes  pride  in 
serving  your  special  business  needs.  Backed  by  a  support  system 
second  to  none,  your  Account  Executive  ensures  no  detail  is 
overlooked,  including  prompt  fulfillment. 

You'll  receive  this  same  level  of  expertise  in  developing 
sales  incentive  programs,  recognition  award  programs  and  in 
dealing  with  our  Custom  Design  department.  So  whether  you're 
celebrating  a  sales  achievement,  applauding  a  lifetime  of  service, 
or  turning  your  special  ideas  into  reality,  you  can  expect  the 
Tiffany  standard  of  service. 

To  Lirder  a  Corporate  catalogue,  open  an  account  or 
place  an  order,  call  The  Corporate  Division  at  1-800-423-23^4. 

Tiffany  &  Co. 

NEW  YORK  BEVERLY  HILLS  CHIC.a,00  DALLAS  HOUSTON  PHILADELPHIA 
BOSTON  ATLANTA  SAN  FRANCISCO  WASHINGTON  DC  DETROIT  SOUTH  COAST  PLAZA 


Why  Compaq  will  never  buil( 


Before  creating  anything, 
we  start  with  a  clean 
slate,  and  talk  to  personal 
computer  users  like  you. 


The  way  we  see  it,  the  so-so,  the  pretty 
good  and  the  just  plain  average  are  things 
for  someone  else.  Not  for  us.  And  most 
certainly  not  for  you. 

That's  the  reason 
why  every  COMPAQ 
personal  computer 
product  has  been 
designed  to  deliver 
on  a  simple  promise: 
to  simply  work  better.  This  approach  is 
what  makes  our  high-performance 
PCs  different  from  all  others. 

Working  better  applies  to  absolutely 
everything  we  do. 

It  starts  with  you.  Before  we  design  our 
products,  we  sit  down  and  talk  with  com- 
puter users  like  you.  To  see  what  you  want. 
And  what  you  need. 

Then  we  take  these  ideas  and  combine 
them  mih  the  latest  technology  and  our  own 
innovative  thinking. 

The  result  is  a  line 
of  PCs  with  the  per- 
formance for  whatever 
you  do.  Performance 
that  comes  from  more 
than  just  the  processor. 
It  includes  features  like 


high-speed  disk  drives  and  VGA  graphics. 
Room  to  customize  with  the  thousands  of 
available  expansion  cards  and  peripherals. 
And  the  compatibility  to  work  with  the  best 
of  industry-standard  technology. 

This  attention  to  detail  is  one  reason 
why  our  PCs  consistently  earn  the  highest 
marks  for  quality  from  computer  experts. 

And  unsurpassed  marks 
^'1'       ' '  for  satisfaction  from 

PC  users. 

A  powerful 
example  of 
this  thinking  is 


est 


COMPAQ  PCs  earn  an  impressive  number 
of  industry  awards.  But  it's  what  you  can 
do  with  cjurPCs  that's  really  impressive. 


the  COMPAQ 
SYSTEMPRO 
PC  System.  It  brings  an  unprecedented  com- 
bination of  performance  and  expandability 
to  connected  environments. 

Another  example  is  smaller,  but  just  as 
impressive.  The  COMPAQ  LTE/286  and 

COMPAQ  LTE  laptop 
PCs  fit  the  capabilities 
of  a  desktop  into  an 
8'/2-by-l  1-inch  package. 

COMPAQ  personal  computers 
are  designed  to  fit  where  you 
work.  Whether  you  're  on  the 
35th  floor  overlooking  Man- 
hattan or  at  35, 000  feet  some- 
where over  the  Rockies. 


a  PC  that  simply  works  OK. 

It's  why  Business  Week,  FORTUNE  and  Our  approach  means  you'll  be  able  to 

Dther  publications  named  them  among  the  find  the  ideal  PC,  for  whatever  you're  doing. 
Dest  products  of  the  year  in  1989.  From  simple  wgrd  processing  to  complex 


No  matter  what  you  do,  you  'II  find  there's  a  COMPAQ  PC  system. 

You'll  find  better  ideas  inside  each  and 
ivery  COMPAQ  personal  computer. 

COMPAQ  486, 
386,  386SX  and  286 
products  are  designed 
to  deliver  the  high- 
performance  difference. 


'very  COMPAQ  product  is  meticulously  designed.  Ideas  that 
don't  measure  up  will  wind  up  here,  not  in  your  office. 

Our  rugged  laptops  and  portables  let 
'ou  work  on  the  road,  without  compro- 
mise. And  both  our  desktops  and  systems 
elp  you  bring  more  power  to  more  people. 

'  990  Compaq  Computer  Corporatmn  All  righls  reserved 


desktop,  portable  or  laptop  that  will  help  you  work  even  better 

financial  analysis,  data- 
base management  and 
computer-aided  design. 

All  told,  COMPAQ 
PCs  offer  the  difference 
between  simply  work- 
ing OK  and  simply 
working  better. 

For  more  information  and  the  location 
of  an  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900,  Operator  117. 
In  Canada,  1-800-263-5868,  Operator  117. 

 comma 

It  simply  works  better. 


A  worldwide  network  of 
Authorized  Dealers  is  ready 
and  waiting  to  help  you. 


Opportunity 
Found 


In  search  of  financial  security. 
Somewliere  amidst  the  rise 
and  fall  of  investment 
altemat  ives  there  exists  a 
st  eady  course,  but  how 
do  you  find  it?  At 
Van  Kampen  Merritt,  we 
believe  in  a  disciplined, 
])rudent  approach.  We  call 
it  investing  with  a  sense 
of  direction. 

Our  innovative  investment 
products  are  created  with 
market  wisdom  and  carefully 
managed  to  help  put  you 
within  clear  view  of  your 
financial  goals. 

We  have  sponsored  over 
$21  billion  in  unit  trusts  and 
mutual  funds.  Whether  your 
objective  is  insured  tax-free 
income,  asset  management, 
municipal  or  even  health 
care  financing,  these 
product.s,  services  and 
programs  are  designed  to 
point  you  towards  a 
responsible  course.  And  as  a 
Xerox  Financial  Services 
Company,  we're  backed  by 
considerable  resources. 
Look  for  the  bright  light  of 
opportunity.  Look  to 
Van  Kampen  Merritt. 

Far  more  infoniiation  on 
Van  K(inii>('ti  Merritt  invest- 
nietil  prodiirts,  itulitdiNfj 
(  ha  lyes  (1 11(1  expenses,  ])lease 
contact  flour  iiirestinent  repre- 
se  nl  a  t  i  i  'ej'or  a  p  rospectus.  Kea  d 
it  careful} y  lie/ore  you  i uvest  or 
scud  tuoucij.  Or  call 
l-80()-DIAL-VKMext.  1001. 

Mutual  Fuuds,  Unit  Trusts, 
Municifxilaiid  Health  ('(ire 
Finance,  (  'apital  Markets, 
As.set.  Ma  uagemetil,  Precious 
Metals,  Xerox  Life  Products. 


Van  Kampen  Merritt 

1  \tR(  )\  I  iniiiicial  Scrvn  es  Company 

bivcstitui  ir/th  (t  sense  (if  di  reef  ion" 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


fAKE  THE  lONG  VIEW 

-AND  START  WRINGING  YOUR  HANDS 


fEAK  PRODUCTIVITY 
i  DRIVING  UP  COSTS 


rhe  latest  news  from  the  labor  markets  speaks  vol- 
umes about  the  outlook  for  the  U.  S.  economy — not 
only  during  1990  but  also  for  coming  years.  The 
pril  employment  report,  which  was  weak  across  the 
»ard,  dims  growth  prospects  for  the  rest  of  the  year, 
nd  yet  another  poor  performance  by  productivity  con- 
lues  to  erode  the  economy's  long-term  potential. 

Productivity  is  the  key  to 
many  economic  goals,  including 
noninflationary  growth,  greater 
international  competitiveness, 
and  higher  living  standards. 
Last  quarter,  those  objectives 
looked  more  like  pipe  dreams. 

Nonfarm  productivity — mea- 
sured as  output  per  hour 
worked — fell  at  an  annual  rate 
of  1%  in  the  first  quarter,  fol- 
lowing a  tepid  0.5%  gain  in  the 
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arth  quarter.  In  the  past  year,  productivity  has  grown 
mere  0.7%,  down  from  1.6%  in  1988  and  2.4%  in  1987. 
For  the  near  term,  the  toughest  goal  is  noninflationary 
owth,  judging  by  last  quarter's  sharp  runup  in  prices, 
letime  factors  were  partly  responsible,  but  even  ex- 
iding  them,  there  was  plenty  of  inflationary  fuel. 
Workers'  hourly  compensation — wages  plus  benefits — 
ie  5.2%'  during  the  past  year.  Since  productivity  grew 
ly  0.7%',  the  cost  of  producing  a  unit  of  output  rose 
%  (chart).  That  jump  in  unit-labor  costs,  up  from  3.1% 
1988,  raises  the  floor  under  inflation,  because  produc- 
'■>  have  little  choice  but  to  pass  along  the  increase. 
That's  particularly  true  for  services,  where  consumer 
ntiand  remains  strong.  In  the  past  year,  productivity  in 
nmanufacturing — mostly  services — has  risen  a  scant 
■%,  and  unit-labor  costs  are  up  5%-.  Given  that  perfor- 
mce  it's  easy  to  understand  why  consumer  prices  for 
■vices  have  risen  5.2%-  in  the  past  year. 
The  sum  of  the  growth  in  productivity  and  in  the  labor 
•ce  determines  the  pace  at  which  the  economy  can 
)w  long-term  without  higher  inflation,  and  that's  esti- 
,ted  to  be  about  2.5%.  If  the  Federal  Reserve  is  serious 
)ut  bringing  inflation  down,  a  long  period  of  subpar 
)nomic  growth  may  lie  ahead. 

tWEICOME  Sluggish  growth  in  the  second  half  of 
ONIC  fOR  1990  looks  like  a  good  bet.  Last  month's 
HE  BOND  employment  report,  which  showed  excep- 
lARKET  tionally  weak  job  gains  for  the  second 
isecutive  month,  set  the  record  straight  on  the  econo- 
's  early-year  strength.  It  proved  that  the  bounce  in 


PAYROLLS  SHOW 
FEWER  NEW  HIRES 


January  and  February  was  neither  fundamental  nor  last- 
ing and  that  the  economic  slowdown  is  beginning  to 
reassert  itself. 

The  news  was  a  tonic  for  the  bond  market.  Bond 
prices  surged  on  May  4,  in  the  wake  of  the  Labor  Dept.'s 
surprisingly  soft  numbers  on  both  jobs  and  wages. 
Yields  on  30-year  Treasury  bonds,  which  had  been 
pushed  to  9%  by  fears  that  a  perkier  economy  would  fuel 
inflation,  fell  below  8.9%'  by  the  end  of  the  day. 

The  change  in  sentiment  in  the  bond  market  could  not 
have  come  at  a  better  time — with  the  market  facing  a 
record  $30.5  billion  refunding  by  the  U.  S.  Treasury  on 
May  8-10  that  could  have  pushed  interest  rates  well 
above  9%.  Renewed  signs  of  a  sluggish  economy  virtual- 
ly kill  any  chance  that  the  Fed  will  tighten  credit  when 
its  policy  committee  meets  on  May  15.  And  Fed  policy  is 
likely  to  remain  on  hold  well  into  the  summer. 

It  now  looks  as  if  long-term 
rates  will  stick  near-current  lev- 
els through  the  summer — and 
perhaps  decline  later  this  year, 
as  the  economy's  sluggishness 
becomes  more  apparent. 

Lower  rates  will  undoubtedly 
please  the  Bush  Administration, 
but  the  economic  slowdown  has 
already  eaten  into  federal  reve- 
nues— a  key  factor  in  Bush's 
new  willingness  to  discuss  tax 
hikes  (page  40).  However,  combined  with  the  tax  in- 
creases and  spending  cuts  needed  to  fix  many  state  and 
local  budgets,  new  federal  taxes  will  take  a  bigger  bite 
out  of  personal  income  in  1991.  And  consumer  spending 
is  the  primary  support  under  the  expansion. 

LABOR  Also,  slower  job  growth  means  that  con- 
FINDSSOME  sumer  incomes  will  not  be  growing  as 
DOWNBEAT  rapidly.  Led  by  a  lethargic  factory  sector, 
NUMBERS  businesses  are  adding  workers  at  a  much 
slower  pace  than  earlier  in  the  expansion  (chart). 

In  fact,  without  the  hiring  of  78,000  census  workers, 
payroll  employment  in  April  would  have  fallen.  Even  so, 
the  64,000  uptick  in  nonfarm  jobs  to  110.5  million  was  the 
smallest  monthly  gain  in  almost  four  years.  In  addition, 
less  than  half  of  all  industries  surveyed  added  workers, 
and  the  April  unemployment  rate  rose  from  5.2%  in 
March  to  5.4%,  its  highest  since  January,  1989. 

But  the  job  picture  is  not  as  weak  as  the  numbers 
implied.  The  Labor  Dept.  revised  March's  job  gain  to 
103,000  from  the  previous  estimate  of  just  26,000.  More- 
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over,  the  economy  is  still  shaking  off  the  effects  of 
warm  weather  in  January  and  February,  which  has 
caused  bigger-than-normal  swings  in  the  job  numbers. 
Private  payrolls  have  grown  by  133,000  per  month  so  far 
this  year.  That's  down  from  the  154,000  rate  of  the 
previous  four  months,  but  it's  not  an  alarming  drop-off. 

Construction,  the  sector  most  influenced  by  the  weath- 
er, has  shown  the  greatest  gyrations.  After  adding 
181,000  new  workers  in  January  and  February,  construc- 
tion companies  laid  off  151,000  in  March  and  April.  Hir- 
ing should  remain  weak  into  the  summer,  because  de- 
mand for  housing  and  office  buildings  is  still  slumping, 
with  no  rebound  in  sight. 

FACTORIES  Manufacturers  also  pared  workers  in 
CONTINUE  April,  handing  out  22,000  pink  slips  last 
THEIR  LONG  month.  Those  layoffs  boosted  the  factory 
^'■"^^  jobless  rate  to  5.9%,  up  sharply  from  5.5% 

in  March,  and  from  5%^  a  year  earlier.  And  the  factory 
workweek  fell  from  40.8  hours  in  March  to  40.6  hours  in 
April,  with  most  industries  cutting  work  time.  That 
means  industrial  production  was  weak  last  month. 

Not  surprisingly,  productivity 
has  performed  better  in  manu- 
facturing than  in  services.  As  a 
result,  unit  labor  costs  at  fac- 
tories have  been  better-behaved. 
They  rose  only  2.5%  in  the  past 
year — well  below  the  pace  of 
finished  goods  prices. 

But  even  at  the  factory, 
growth  in  output  per  hour  has 
slipped  from  the  heady  5%  pace 
posted  earlier  in  the  expansion. 
During  the  past  year,  factory  productivity  has  risen 
2.1%>,  but  it  was  pushed  up  by  big  gains  during  the  past 
two  quarters  that  were  mainly  the  result  of  layoffs  in 
the  face  of  weak  production.  The  April  cuts  in  factory 
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payrolls  bring  job  losses  since  last  March  to  280,00( 
The  year-long  malaise  in  the  factor  sector  is  becomin 
more  of  a  drag  on.  those  service  industries  that  depen 
on  the  goods-producing  side  of  the  economy.  Job  gains  i 
wholesale  and  retail  trade  and  in  business  services  hav 
slowed  from  their  pace  of  a  year  earlier.  As  a  resul 
private  services  added  only  51,000  new  workers  la: 
month — the  lowest  increase  in  eight  months. 


BENEFIT 
COSTS 
PLAGUE 
BUSINESS 


As  job  growth  slows,  wage  growth  als 
begins  to  show  signs  of  slackening.  Tha 
too,  helped  the  bond  market  rally.  Weal 
er  wage  growth  indicates  that  the  Fede 
al  Reserve  is  gaining  in  its  battle  against  inflation. 

In  April,  the  average  nonfarm  wage  advanced  O.S%, 
$9.95  per  hour.  A  0.6%  fall  in  construction  pay  offsi 
gains  elsewhere,  including  a  45$  rise  in  the  minimu 
wage,  to  $3.80  per  hour,  and  a  5%  jump  in  pay  in  t 
tobacco  industry.  Hourly  earnings  in  service  industrie| 
including  health  care,  continue  to  grow  pretty  strongl 
Wage  hikes  should  continue  to  slow  in  coming  monti 
because  April's  onetime  factors,  such  as  the  minimu 
wage  increase,  won't  be  repeated  soon.  So  far  this  ye; 
hourly  earnings  have  risen  at  an  annual  rate  of  3.7 
down  from  their  4.4%>  advance  in  the  previous  fo 
months  and  the  4%c  gain  for  all  of  1989  (chart). 

Moderation  in  hourly  pay  gro^'A^th  sets  the  stage  f( 
improvement  in  the  wage  component  of  labor  costs.  B 
other  cost  pressures  remain.  Hourly  wages  cover  o; 
about  70%>  of  the  work  force.  Salaries  for  professio 
and  white-collar  employees  are  rising  at  a  much  fas 
pace  because  demand  for  these  workers  remains  stro 
Companies  must  also  contend  with  rapidly  rising  co: 
for  employee  benefits,  some  of  which,  such  as  heal 
care  and  Social  Security,  are  largely  uncontrollable.  .-^ 
this  makes  better  growth  in  productivity  mandatory  k 
inflation  is  to  be  contained  in  the  short  run — and  ff 
improved  international  competitiveness  in  the  long  rui 


THE  WEEK  AHEAD 


BUSINESS  INVENTORIES 


Alondat/,  May  U,  10  a.m. 
Inventories  at  manufacturers,  wholesal- 
ers, and  retailers  probably  increased  a 
small  0.1%  in  March  after  falling  0.4%  in 
February,  according  to  a  survey  com- 
piled by  MMS  International,  a  division  of 
McGraw-Hill  Inc.  The  gain  is  suggested 
by  the  already  reported  fall  in  factory 
stockpiles  and  an  increase  in  wholesale 
inventories.  Business  sales  in  March  like- 
ly rose  by  about  0.5%,  reversing  their 
0.4%  decline  in  February. 

INDUSTRIAL  PRODUCTION  

Tuesday,  May  15,  9:15  a.m. 

Most  economists  expect  that  output  at 

the  nation's  factories,  mines,  and  utili- 


ties was  little  changed  in  April.  That's 
indicated  by  the  declines  in  factory  jobs 
and  workweek.  In  March,  industrial  out- 
put gained  0.7%. 

CAPACITY  UTILIZATION  

Tuesday,  May  15,  9:15  a.m. 
The  expected  weakness  in  industrial  out- 
put suggests  that  operating  rates  fell  in 
April  to  about  83.1%  from  83.3%  in 
March.  Looser  capacity  utilization  rates 
continue  to  reduce  the  upward  pressure 
on  prices  at  the  producer  level. 

CONSUMER  PRICE  INDEX  

Wednesday,  May  16,  8:30  a.m. 
The  MMS  consensus  is  that  consumer 
prices  increased  0.3%  in  April  after  ris- 
ing 0.5%  in  March.  Excluding  food  and 


energy,  prices  will  likely  show  a  O.p  ;  / 
increase,  as  well. 

HOUSING  STARTS  

Wednesday,  May  16,  8:30  a.  m. 
Housing  starts  probably  stood  at  an 
nual  rate  of  about  1.32  million  in  Ap 
the  same  weak  pace  as  in  March.  Risi 
mortgage  rates  will  keep  homebuild 
in  a  slump  into  the  summer. 

MERCHANDISE  TRADE  DEFICIT 


Thursday,  May  17,  8:30  a.m. 
The  trade  deficit  likely  widened  in  Mai 
to  about  $8  billion  after  posting  a  i 
year  low  of  $6.5  billion  in  February.  '. 
ports  should  rebound  after  dropp 
7.6%,  while  exports,  down  1%  in  Feb 
ary.  were  probably  flat  in  March. 


38  BUSINESS  WEEK/MAY  21,  1990 


ITS  SDUmNG  TO  SOUND  LIKE 
MERCEDES-BENZ  IS  ENGINEERED  UKE 
ONE  OTHER  CAR  IN  THE  WORLD. 


It's  curious. 

Mercedes-Benz  claims  to  be  engineered  like  no  other  car  in  the  world. 
Yet  recently,  they've  spent  millions  of  dollars  emphasizing  such  attributes  as 
safety  durability,  and  longevity 

Qualities  long  associated  with  another  car  maker. 

Volvo. 

Which  is  why  if  you've  been  thinking  about  buying  a  Mercedes,  you'd 
do  well  to  consider  a  Volvo  760.  Like  all  Volvos,  the  760  embodies  all  the 
traditional  V)lvo  values. 

It's  tough,  durable,  and  above  all,  it's  built  with  your  safety  in  mind. 

But  the  760  also  provides  a  level  of  luxury  found  in  few  cars  on  the 
road  today  From  its  automatic  climate  control  to  its  six  speaker  high-output 
sound  system,  virtually  every  conceivable  comfort  is  standard. 

In  short,  the  Volvo  760  is  engineered  to  be  everything  a  Mercedes  is. 
And,  clearly  everything  a  Mercedes  wants  to  be.  VOrJVO 

CALLtOLLFREEFORYOURCATALOGOF1990VOLVOS:1-800-221-9136:©t990VOLVONORTHAMERICACORPORATION.  ^  CSF  yOU  CSiU  bcliCVC  lU 
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SIOUCHING  TOWARD 
BUDGET  TIME 

AS  THE  DETAILS  GET  HAMMERED  OUT,  BUSH  MAY  HAVE  TO  SWALIOW  A  TAX  HIKE 
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Imagine  a  fourth-grade  dance  class. 
Awkwardly,  warily,  prospective  part- 
ners circle  one  another,  not  certain 
whether  to  clasp  hands  or  cower  against 
the  wall.  The  last  time  these  would-be 
Freds  and  Gingers  tried  to  master  the 
waltz — last  year — a  lot  of  toes  got 
mashed. 

That  describes  the  mood  of  Congress 
and  the  Bush  Administration  as  they  be- 
gin yet  another  whirl  at  budget  negotia- 
tions. The  dominant  emotions  are  fear 
and  mistrust.  Mixed  in  is  a  bit  of  hope 
that  this  time  they'll  learn  the  steps 
and  bring  the  burgeoning  deficit  under 
control. 

Spurred  by  a  deficit  that  again  threat- 
ens to  top  $200  billion  and  by  a  soft 
economy,  both  sides  will  be- 
gin formal  talks  on 
May  15.  But  there's 
no  sign  that  either 
President  Bush  or 
Congress  is  ready 
to  accept  the  sort 


of  concessions  that  would  yield  a  sharply 
lower  deficit.  As  a  result,  odds  are  that 
the  talks  will  drag  on  through  summer 
and  ultimately  produce  another  "slide- 
by"  budget  that  modestly  raises  taxes 
and  pretends  to  cut  spending.  "Unless 
they  just  totally  break  with  the  past," 
says  Peter  J.  Davis,  a  budget  expert  for 
Ernst  &  Young,  "it'll  end  up  half  smoke- 
and-mirrors  at  best." 
READ  HIS  SLIPS.  The  chasm  between  the 
White  House  and  Capitol  Hill  is  wide. 
Most  Democrats  want  to  get  the  deficit 
behind  them  so  they  can  spend  on  pro- 
grams popular  with  voters.  Many  want 
to  maneuver  George  Bush  into  backing 
a  big  tax  hike,  thus  eliminating  the  "no 
new  taxes"  vow  as  one  of  the  GOP's 
most  potent  political  weapons. 
But  Bush  can't  easilv  do 


that.  As  soon  as  the  President  hinte 
that  he  might  accept  tax  increases  at 
meeting  that  included  House  Speakt 
Thomas  S.  Foley  (D-Wash.),  House  R 
publican  leader  Robert  H.  Michel  (R.-Ill 
and  Senate  GOP  leader  Robert  J.  Dole  (I 
Kan.),  panicky  Republican  candidate 
screamed.  "I  am  opposed  to  having  ta: 
es  on  the  table,  period,"  says  Represei 
tative  Bill  Schuette  (R-Mich.),  who 
challenging  Democratic  Senator  Carl  J 
Levin.  On  May  8,  Bush  assured  congre 
sional  Republicans  he  would  oppose  ar 
income-tax  hikes. 

That  predictably  raised  Democrat 
howls  of  double-dealing.  "My  concern 
we're  being  suckered,"  says  Represent 
tive  Marty  Russo  (D-IIL).  Adds  Sena 
Majority  Leader  George  J.  Mitchell  (] 
Me.):  "No  preconditions  means  no  pr  tajoE 
conditions." 

Despite  the  grumbling,  the  deficit  ar 
the  soft  economy  will  lead  everyone 
the  table.  Bush's  fiscal  policy,  based  u; 
til  now  on  reducing  the  deficit  witho 
a  tax  hike,  has  failed  miserably.  Tl 
deficit,  which  was  $150  billion  when 
took  office,  this  year  could  hit  $200  b 
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TAXES 

Bush  might  accept  as  much  as  $2( 
billion  in  excise  taxes,  user  fees  ar 
other  levies.  The  President  badly  w 
a  capital  gains  tax  cut,  while 
Democrats  want  to  raise  the  top 
individual  tax  rate  to  33%  from  28') 


n.  Without  the  Social  Security  surplus, 
e  red  ink  could  be  a  staggering  $275 
lion.  Economic  growth  has  cooled  to 
tween  I'/o  and  2%,  a  far  slower  rate 
an  the  White  House  had  forecast.  The 
iggishness  will  depress  employment 
d  corporate  profits,  and  with  them, 
K  receipts.  Profits,  for  example,  could 
d  the  year  20%  below  White  House 
edictions. 

For  its  part,  the  Federal  Reserve  re- 
lins  convinced  that  inflation  hasn't 
»wed  but  instead  is  working  its  way 
;o  wages.  When  the  Fed's  Open  Mar- 
t  Committee  meets  on  May  15,  it  will 
obably  decide  to  hold  a  tight  rein  on 
?dit,  keeping  interest  rates,  which 
ve  been  rising,  from  falling  anytime 
Dn.  Massive  federal  borrowing  needs 
i  only  making  that  problem  worse. 
3ome  Administration  officials  hope 
?y  can  talk  dowi.  rates  with  the  prom- 
of  a  big  budget  deal.  But  for  now, 
ill  Street  isn't  impressed.  "I  read 
out  it,  I  hear  about  it,"  says  Bruce 
jinberg,  Merrill  Lynch  Capital  Mar- 
ts senior  economist.  "But  I've  got  to 
i  it  to  believe  it." 

The  flood  of  red  ink  has  dramatically 
inged  the  political  dynamic.  Until  re- 
it  weeks.  Bush  aides  thought  they 
uld  use  the  Gramm-Rudman  Act's 
■eat  of  automatic  spending  reductions 
control  the  budget  agenda.  No  more. 
8  deteriorating  budget  means  1991 
(itagon  outlays  could  be  slashed  by 


$30  billion  if  no  budget  agreement  is 
reached  and  automatic  spending  cuts  are 
imposed.  That  would  mean  cutting  up  to 
400,000  troops  in  one  year — or  slashing 
operations  in  half  and  firing  300,000  ci- 
vilian Pentagon  employees.  Even  liberals 
think  that's  too  much.  Says  Alexis  Cain, 
research  director  for  the  dovish  Defense 
Budget  Project:  "The  Pentagon  clearly 
can't  absorb  such  a  cut." 

Domestic  spending  would  also  be 
slashed  brutally.  Congressional  analysts 
estimate  that  a  $60  billion  across-the- 
board  spending  reduction  would  chop  as 
much  as  $2  billion  from  antidrug  pro- 
grams, force  layoffs  of  up  to  1,900  FBI 
agents,  and  cut  Environmental  Protec- 
tion Agency  spending  by  more  than  $330 
million. 

The  prospects  of  such  widespread  pain 
have  started  the  bargaining.  Key  issues 
in  the  talks  include: 

■  Defense.  Democrats  want  immediate, 
major  reductions  in  military  spending. 
Republicans  favor  only  modest  cuts. 
Look  for  a  $10  billion  to  $12  billion  cut  in 
fiscal  1991. 

■  Process  reform.  The  issue  has  all  the 
appeal  of  yesterday's  egg  salad-on- 
white,  but  reform  of  the  budget  process 
is  critical  to  top  Bush  aides,  especially 
Treasury  Secretary  Nicholas  F.  Brady. 
They  want  guarantees  that  will  keep 
Democrats  from  simply  spending  new 
revenues.  For  their  part.  Democrats 
want  to  replace  Gramm-Rudman  with 


deficit-reduction  plans  of  their  own. 
■  Taxes.  As  always,  revenues  are  the 
key  to  a  deal.  Democrats  want  Bush  to 
back  tax  hikes  for  both  budgetary  and 
political  reasons.  Key  Democrats,  includ- 
ing Senate  Finance  Committee  Chairman 
Lloyd  Bentsen  (D-Tex.)  and  House  Ways 
&  Means  Committee  Chairman  Dan  Ros- 
tenkowski  (D-Ill.),  might  be  willing  to 
give  Bush  his  much  desired  capital-gains 
tax  reduction.  But  the  price  may  be  an 
increase  in  the  top  tax  rate  for  the 
wealthiest  taxpayers,  from  2S7(  to  33%. 

Some  White  House  strategists,  partic- 
ularly Budget  Director  Richard  G.  Dar- 
man,  have  argued  that  if  Bush  is  going 
to  back  any  tax  hikes,  he  might  as  well 
go  all  the  way  and  support  a  massive 
increase.  "In  for  a  dime,  in  for  a  dollar," 
says  one  GOP  budget  expert.  "It  won't 
hurt  any  more  to  go  for  the  big  one.  And 
at  least  Bush  won't  have  to  come  back 
and  do  it  all  again  next  year." 

But  that  sort  of  boldness  doesn't  seem 
in  the  cards.  The  normally  risk-averse 
Bush  already  went  out  on  a  limb  by 
hinting  that  he  might  accept  a  substan- 
tial tax  hike.  And  Democrats  are  playing 
their  own  dangerous  game  by  publicly 
pressuring  Bush  to  raise  individual  tax 
rates.  In  the  absence  of  any  public  clam- 
or for  deficit  reduction,  chances  are  that 
both  sides  will  wilt  under  the  political 
heat  and  end  up  doing  the  least 
needed  to  get  by. 

By  Howard  Gleck- 
man  and  Mike 
McNamee  in 
Washington 
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Bush  insists  on  wide  power  to  limit 
l>ne-item  spending.  Democrats  want  to 
scrap  Gramm-Rudman.  Both  sides 

r"fogree  to  roll  back  the  balanced 
budget  deadline  to  1  ooo 


RESEARCH  I 


THE  FDA  IS  STANCHING  THE  FlOW 
OF  BIOOD  SUBSTITUTES 


Safety  concerns  are  slowing  development  of  products  due  out  this  year 


Karl  D.  Bays  called  it  21st  century 
medicine.  Indeed,  a  blood  substi- 
tute that  doesn't  carry  disease,  is 
accepted  by  people  of  all  blood  types, 
and  can  be  stored  safely  for  a  year  with- 
out freezing  would  solve  lots  of  prob- 
lems. No  wonder  Whitman  Corp.'s  late 
chairman  and  such  seasoned  investors  as 
Allstate  and  Citicorp  placed  big  bets  on 
tiny  Northfield  Laboratories  Inc.  In 
1987,  the  Illinois  startup  was  the  first 
company  to  win  Food  &  Drug  Adminis- 
tration approval  for  human  trials  of  a 
blood  substitute.  Early  last  year,  it  be- 
gan a  second  round  of  tests.  Its  goal:  to 
market  a  product  by  late  1990. 

But  Northfield's  trials  didn't  go  quite 
as  expected.  And  on  Mar.  14,  BUSINESS 
WEEK  has  learned,  an  advisory  commit- 
tee to  the  FDA  issued  a  highly  unusual 
statement  expressing  grave  concerns 
about  the  safety  of  the  hemoglobin- 
based  blood  substitutes  that  Northfield 
and  more  than  a  dozen  other  companies 
are  pursuing.  After  hearing  testimony  in 
a  closed-door  session  with  the  eight  top 
manufacturers,  the  committee  warned 
that  it  "is  very  concerned  about  the  in- 


tensity and  severity  of  unexplained  reac- 
tions in  human  recipients."  Says  Dr.  Jo- 
seph C.  Fratantoni,  the  FDa's  chief 
medical  reviewer  for  blood  substitutes: 
"We  have  some  fundamental  questions 
about  the  safety  of  these  products." 

After  sifting  through  a  growing 
mound  of  evidence  from  researchers  at 
Northfield  and  other  companies,  the  FDA 
and  its  advisory  committee  concluded 
that  hemoglobin-based  blood  substitutes 
could  be  toxic  to  virtually  every  organ  of 
the  body,  including  the  kidney,  liver, 
heart,  lungs,  and  central  nervous  sys- 
tem. The  FDA  halted  Northfield's  clinical 
trials  last  September.  Moreover,  though 
the  FDA  won't  comment,  government  of- 
ficials say  the  agency  is  concerned  about 
ongoing  human  trials  in  Guatemala 
sponsored  by  a  licensee  of  Biopure 
Corp.,  a  Boston  outfit  that's  developing 
a  substitute  based  on  cow's  blood. 

The  revelations  have  slowed  the  race 
to  commercialize  a  blood  substitute.  And 
investors  who  rushed  into  what  they  be- 
lieved could  become  a  $10  billion  global 
market  are  suddenly  being  hit  with  a 


DRAFT 


'Riding         -°  -  or.  ^ 

Ana   ad^®^®®  .  Commi^^ 


strong  dose  of  realism.  "This  is  one  hei 
of  a  blow,"  says  John  R.  Sheppard  o 
Vector  Securities  International,  whie 
recently  helped  raise  capital  for  Somatc 
gen,  a  Broomfield  (Colo.)  company  that' 
developing  a  recombinant  hemoglobin.  ^'^^ 
Not  surprisingly,  these  concerns  hav  '^'^l 
scared  off  some  other  investors.  Unt  '"''^ 
recently,  Abbott  Laboratories  had  bee 
negotiating  to  buy  an  equity  stake  i  ^f^" 
Hemosol  Inc.,  a  Toronto  startup  that  f'"' 
developing  a  human-based  hemoglobi  '')'  ^ 
product.  But  according  to  both  compi 
nies,  after  an  Abbott  official  attende 
the  FDA's  March  meeting,  the  $5.4  billio  t^-^ 
company  concluded  that  approval  of  I  'f' 
blood  substitute  would  take  too  lonj 
and  Abbott  broke  off  talks  with  Hem(  allei 
sol.  "It  would  have  been  nice  to  ha\  ss'*' 
Abbott  on  board,"  says  Carleton  Hsia,  "1*^' 
Hemosol  vice-president  for  research,  'jy'^' 
ABRUPT  HALT.  As  for  Northfield,  it's  lo  l""!^^ 
ing  its  biggest  shareholder.  Followir 
the  death  of  Karl  Bays  last  Novembe  ■Ki'' 
Whitman  announced  plans  to  sell  tl  *2fcl"' 
18%  stake  that  it  bought  in  mid-1988  f(  Hfl 
$30  million.  Bruce  S.  Chelberg,  Whfr.  N 


man's  executive  vice-president  and 


Northfield  director,  says  that  the  inves  lo"' 
ment  made  sense  considering  Bays's  e 
perience.  Before  joining  Whitman,  Ba; 
had  been  chairman  of  American  Hospit  'ta  a 
Supply  Corp.  and  then  Baxter  Intern  liOP! 
tional.  Chelberg  insists  the  FDA's  dei  linvo 
sion  last  September  to  halt  Northfielc  J  year 
trials  is  not  why  Whitman  is  selling,  is  lm 
There's  little  doubt,  however,  that  v^m. 
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ajor  setback  for  Northfield.  The  com- 
my  was  founded  in  1985  to  commercial- 
e  a  human  hemoglobin-based  substi- 
ite  developed  by  Dr.  Gerald  S.  Moss, 
;an  of  the  University  of  Illinois  medical 
;hool,  and  Dr.  Steven  Gould,  chairman 
■  the  department  of  surgery  at  Chica- 
ys  Michael  Reese  Hospital. 
Their  approach  looked  promising,  and 
orthfield  began  its  first  round  of  hu- 
an  trials  in  1987.  Out  of  the  six  volun- 
ers  who  received  the  substitute,  only 
le  suffered  a  mild  allergic  reaction.  In 
irly  1989,  the  company  began  round 
vo.  This  time,  however,  instead  of  in- 
ising  the  product  into  healthy  volun- 
ers,  Northfield  gave  it  to  two  recover- 
g  trauma  patients.  Although  the 
itients  got  small  doses,  they  suffered 
1  allergic  reaction — tightness  in  the 
lest  and  flu-like  symptoms.  The  reac- 
Dn  lasted  about  two  hours  and  appar- 
itly  left  no  long-term  effects. 
Northfield  maintains  that  a  contami- 
int  was  to  blame.  Scientists,  including 
r.  Robert  M.  Winslow,  chief  of  blood 
search  at  the  Letterman  Army  Insti- 
te  of  Research,  says  the  cause  is  un- 
3ar.  Now,  says  Northfield  Chairman 
ichard  E.  DeWoskin,  there's  no  timeta- 
e  for  resuming  the  trials.  He  adds  that 
e  company's  $7.3  million  plant  is  near- 
complete.  He  hopes  to  win  approval  to 
arket  a  product  by  late  next  year. 
ELL  OPTIMISM.'  It  also  has  come  to  light 
at  two  German  graduate  students  sev- 
al  years  earlier  suffered  worse  reac- 
ms.  Under  the  guidance  of  Dr.  Konrad 
sssmer,  a  professor  of  surgery  at  Hei- 
Iberg  University,  the  students  re- 
ived a  substitute  made  by  a  German 
mpany.  The  trial  apparently  set  off 
Iney  failure.  The  students  survived, 
t  the  results  of  that  trial  were  never 
blished.  They  became  known  to  the 
A  advisory  panel  at  the  March  meet- 
where  Dr.  Messmer  testified,  say 
veral  who  attended.  Dr.  Messmer 
Lildn't  be  reached  for  comment. 
With  the  possibility  of  worse  reactions 
iming  as  many  companies  began  filing 
-  permission  to  begin  human  trials, 
vernment  officials  say  it  was  crucial 
set  explicit  guidelines,  which  they 
ve  now  done.  "I  don't  want  anybody 
get  hurt,"  says  Dr.  Winslow,  an  orga- 
;er  of  the  meeting.  "I  don't  want  the 
Id  to  be  submerged  by  disasters." 
Abraham  Abuchowski,  chief  executive 
Enzon  Inc.,  a  South  Plainfield  (N.J.) 
npany  that's  working  on  a  substitute 
,de  with  cow's  blood,  maintains  that 
ile  most  companies  in  the  field  must 
.V  do  added  toxicity  studies  before  ad- 
icing  to  clinical  tests,  the  March  meet- 
:  will  not  significantly  push  back  his 
npany's  goal  of  a  commercial  product 
seven  years.  Yet,  Abuchowski  con- 
i  les  that  some  may  have  moved  too 
t.  "I  think  we've  all  been  guilty," 


Abuchowski  says.  "If  you're  going  to  go 
out  and  raise  money,  you  have  to  sell 
optimism." 

Some  disagree.  Biopure  Chief  Execu- 
tive Carl  W.  Rausch,  who  has  raised 
about  $20  million  in  capital  since  1984, 
maintains  that  the  FDA  has  "hyperregu- 
lated"  companies  such  as  his.  Biopure 
has  struck  a  licensing  deal  with  Hemo 
Innovations,  a  Cayman  Islands  company 
that's  conducting  trials  in  Guatemala 
through  a  local  affiliate,  Biovita.  Jorge 
Ramirez,  administrative  director  of  Hos- 
pital Herrera  Llerandi  of  Guatemala 
City,  says  Biopure  affiliates  are  carrying 
out  tests  on  Guatemalans.  The  first 
stage  of  the  trials,  says  Ramirez,  was  "a 
true  success."  The  second  stage,  with 


some  250  people,   is  just  beginning. 

Dr.  Helen  Ranney,  a  hematology  ex- 
pert at  the  Veterans  Administration  in 
San  Diego,  attended  the  March  meeting. 
She  notes  that  the  FDA  has  been  conser- 
vative because  there  is  a  long  history  of 
adverse  reactions  to  hemoglobin-based 
substitutes.  "The  FDA  isn't  trying  to 
thwart  American  business,"  she  says. 
"It's  trying  to  protect  the  public."  In- 
deed, the  committee  also  said  it  recog- 
nized the  need  for  hemoglobin-based 
blood  substitutes.  But  Karl  Bays's  de- 
scription of  blood  substitutes  as  21st- 
century  medicine  may  be  the  plain  truth. 

By  Julia  Flynn  Siler  in  Chicago,  with 
Laura  Jereski  in  Boston  and  Stephen  Bak- 
er i?}  Mexico  City 
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AL  CHECCHI  IS 
CHECKING  OUT  EASTERN 


Northwest's  chairman  may  be  looking  to  add  gates  on  the  East  Coast 


NATURAL  FIT?  PAN  AM  MAY  HAVE  MORE  TO  OFFER 


Can  Al  Checchi  make  Eastern  Air 
Lines  fly?  Probably  not.  But  the 
Northwest  Airlines   chairman  is 
taking  a  look  anyway. 

Sources  close  to  both  Checchi  and 
Eastern  Air  Lines  Inc.  say  the  Los  An- 
geles financier  has  asked  for  Eastern's 
financial  information  to  study  the  feasi- 
bility of  a  bid  for  all  or  parts  of  the 
airline.  An  offer  is  by  no  means  certain, 
the  sources  say.  But  Northwest  Airlines 
Inc.  has  emerged  as  the  most  eligible 
suitor  since  the  U.  S.  bankruptcy  court 
wrested  control  of  the  airline  from  Tex- 
as Air  Corp.  last  month  and  named  Mar- 
tin R.  Shugrue  as  Eastern's  trustee. 

Checchi's  interest  comes  as  little  sur- 
prise. Since  he  teamed  with  former  Mar- 
riott Corp.  cronies  Gary  L.  Wilson  and 
Fred  V.  Malek  to  buy  Northwest  for 
$3.65  billion  a  year  ago,  Checchi  has 
made  no  secret  of  his  desire  to  expand. 
Northwest  is  weak  in  the  Southeast  and 
along  the  East  Coast.  Eastern's  39  gates 
at  Atlanta's  Hartsfield  International  Air- 


port would  strengthen  that 
position  considerably.  And  the 
carrier's  maintenance  shop  in 
Miami  would  give  Northwest 
some  badly  needed  capacity. 

But  Eastern  has  yet  to 
prove  it  can  regain  the  busi- 
ness travelers  it  alienated  by 
going  into  bankruptcy.  More- 
over, Shugrue  still  has  to  cure 
the  carrier's  labor  ills,  Checchi 
is  wrestling  with  almost  $3 
billion  in  debt,  and  Northwest 
is  only  now  starting  to  reap 
the  benefits  of  a  troublesome 
1986  acquisition  of  Republic 
Airlines  Inc.  Taking  on  Eastern's  persis- 
tent problems — only  to  face  stalwart 
Delta  Air  Lines  Inc.  in  its  Atlanta 
stronghold — would  be  an  enormous  risk. 
'MORE  TO  OFFER.'  Airline  consultant  Uli 
Baur  of  Simat,  Helliesen  &  Eichner  Inc. 
thinks  Northwest's  money  would  be  bet- 
ter spent  beefing  up  its  anemic  trans- 
Atlantic  business.  Given  its  international 
clout.  Pan  Am  Corp.  "has  infinitely  more 
to  offer  than  Eastern,"  agrees  Merrill 
Lynch  &  Co.  analyst  Timothy  P.  Pettee. 

Eastern's  potential,  hov/ever,  is  a 
function  of  price.  Despite  Shugrue's  de- 
sire to  revive  the  carrier  as  a  going  con- 
cern, liquidation  or  a  distress  sale  aren't 
farfetched  notions.  A  source  says  Chec- 
chi continues  to  talk  to  Pan  Am  about 
buying  assets  or  forging  marketing 
agreements.  He's  also  looking  at  the 
Trump  Shuttle.  But  if  Eastern  can't  pull 
out  of  its  nosedive,  the  remains  might 
offer  up  some  nice  bargains. 

By  Michael  Oneal  in  New  York,  tvith  bu- 
reau reports 
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COMPUTERS  I 


WILL  SUN  ALSO  RISE 
IN  THE  OFFICE  MARKET? 


Now  the  workstation  maker  is  taking  aim  at  commercial  applications 
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Less  than  a  year  ago,  Sun  Microsys- 
tems Inc.  looked  like  just  another 
of  Silicon  Valley's  falhng  stars. 
Within  weeks  of  its  biggest-ever  comput- 
er unveiling,  in  April,  1989,  the  worksta- 
tion maker  had  plunged  into  chaos:  Two 
top  executives  quit,  manufacturing  had 
to  be  shut  down  for  five  weeks,  and  the 
company  said  it  would  sustain  its  first 
quarterly  loss  since  1982.  The  brash  up- 
start that  had  jolted  the  industry  with  a 
new  style  of  computing  suddenly  didn't 
seem  .so  infallible. 

But  Sun  wasn't  setting 
after  all.  Now  back  in  the 
black  (chart),  it's  out  to 
shake  up  the  computer 
market  once  again.  On 
May  15,  it  will  roll  out  a 
high-powered  desktop 
computer  priced  at  less 
than  $5,000.  Sun  is  strik- 
ing at  the  heart  of  a  mar- 
ket dominated  by  IBM, 
Apple,  and  Compaq.  Al- 
though it  costs  about  the 
same  as  many  high-end 
PCs,  Sun's  new  box  will 
run  several  times  faster 
than  comparably  priced 
machines,  crunching 
more  than  12  million  pro- 
gram instructions  per 
second.  Indeed,  the  new 
machines  are  Sun's  bol- 
dest bid  yet  to  move  beyond  the  $8.7 
billion  workstation  market  and  into  the 
much  larger  market  for  commercial  data 
processing. 

Still,  the  foray  will  sorely  test  all  of 
Sun's  talents.  The  company,  based  in 
Mountain  View,  Calif.,  must  fundamen- 
tally change  the  way  it  sells  computers, 
line  up  lots  of  new  software  developers, 
and  deliver  the  kind  of  service  big  cus- 
tomers expect.  It's  a  tall  order,  but  Sun 
doesn't  have  much  choice.  Growth  in 
workstation  sales,  though  still  strong,  is 
slowing — from  40%  this  year  to  a  pro- 
jected Y?r/'  in  1994  (chart). 
NEW  GROWTH.  To  Chief  Executive  Scott 
McNealy's  credit,  Sun  is  in  much  better 
shape  than  it  was  a  year  ago.  Quick 
work  oti  new  mainframe-based  manage- 
ment iniVvrmation  systems  has  increased 
inventory  turnover  to  about  four  times  a 
year,  up  from  barely  above  three  last 
summer.  Moreover,  McNealy  slowed 


Sun's  torrid  hiring  pace.  In  the  quarter 
ended  Mar.  30,  employment  grew  18% 
while  sales  were  up  27%. 

Most  important.  Sun  used  aggressive 
pricing  to  hike  sales  of  workstations 
based  on  its  own  SPARC  microprocessor 
to  85%  of  its  hardware  revenues.  Re- 
duced manufacturing  costs  from  concen- 
trating on  that  single  product  family 
have  boosted  revenue  per  employee 
from  $173,000  last  year  to  $200,000  in 
the  third  quarter.  The  bottom  line:  Sun's 
profits  in  that  period  rose  to  a  record 
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A  PERCENT  GROWIH 
OVER  PREVIOUS  YEAR 


$36.7  million  on  sales  of  $632  million. 

Sun  also  is  aiming  beyond  its  core  cus- 
tomer base  of  software  developers  and 
design  engineers.  To  reach  such  main- 
stream customers  as  airlines,  insurers, 
securities  firms,  and  banks,  it  has  accel- 
erated a  program  to  sign  up  resellers 
and  earlier  this  year  began  a  push  to 
bring  commercial  systems  integrators  on 
board.  Sun  has  formed  alliances  with  300 
resellers,  and  last  November,  in  a  deal 
worth  at  least  $10  million  in  the  first 
year,  it  signed  up  Arthur  Andersen  & 


SPARCstation's  low  price 
—around  $5,000— 
makes  it  competitive 
in  such  areas  as  accounting 


Co.'s  systems-consulting  operation 
But  Sun  is  a  long  way  from  chasim 
IBM  and  Apple  out  of  the  office.  For  on< 
Sun  has  to  decide  whether  to  sel 
through  PC  retailers.  That  would  off-loa^ 
significant  selling  and  inventory  cost^ 
but  dealers  are  cool  so  far. 

Sun's  biggest  challenge,  though,  i 
software.  It  has  to  line  up  more  indepei 
dent  programmers,  who  may  be  relut 
tant  to  commit  to  the  work  until  there' 
a  standard  version  of  the  Unix  operatin; 
system  used  by  Sun  machines.  Sun  ha 
made  a  good  start  by  eliciting  rewrite 
of  popular  PC  programs  from  Lotus  Dt 
velopment,  WordPerfect,  and  Ashtoi, 
Tate.  But  "they  have  to  have  killer  con: 
mercial  applications,"  says  Dataque^ 
Inc.  analyst  Kathleen  Hurley. 
PRICED  TO  SELL.  High-volume  sales  (: 
the  new  machine,  rumored  to  be  calle 
SPARCstation  SLC  and  ready  to  ship  no^ 
could  win  over  the  pi-ogrammers.  Intent 
ed  to  work  on  a  networli 
the  workstation  won! 
have  disk  drives  or  colcl 
monitors.  But  its  lo' 
price— at  least  $4,000  h 
low  the  cheapest  SPAR( 
based    model,  costin 
$9,000— should  produc 
strong  sales.  Even  10%  ( 
today's  PC  market  wou! 
be  1  million  Sun  m 
chines — more  than 
times  expected  1990  sal^T* 
of  SPARC  machines. 

Sun's  low  price  shou 
also  let  it  bid  more  cor 
petitively  on  large  coi 
mercial  orders.  "It's  no 
cheap  enough  to  considf 
Sun  for  applications  lil 
accounting,"  says  Rogi 
B.  Baar,  president  of  Si 
reseller  GNP  Computers  of  Pasaden 
Calif.  And  sales  of  the  new  workstatior 
should  help  move  the  more  powerful 
and  profitable — computers  that  contr 
the  network,  says  Gary  R.  Little,  coi 
mercial  marketing  manager  at  Sun. 

Still,  Sun  faces  increasing  competiti( 
from  many  directions.  Cheap  Asi 
clones  of  its  workstations  are  expect* 
soon.  Prices  are  falling  on  high-perfc 
mance  workstations,  such  as  those  fro 
Silicon  Graphics  Inc.  And  Sun  is  in 
dogfight  with  Hewlett-Packard  Co.  ai 
Digital  Equipment  Corp.,  each  of  whi( 
is  a  much  bigger  player  in  commerci 
markets.  Sun's  attempt  to  muscle  in 
that  market,  contends  Willem  P.  Rc 
landts,  vice-president  of  rival  Hewle 
Packard's  computer-systems  group, 
going  to  break  their  neck."  That  remai: 
to  be  seen.  But  clearly,  Scott  McNealy 
happy  to  stick  his  neck  out. 

By  Robert  D.  Hof  in  Sa  n  Francis 
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MION  LEADERS  SAY  CURREY  EXPECTED  3,000  DRIVERS  TO  CROSS  PICKET  LINES  BY  MID-APRIL.  ONLY  SCO  DID 


iREYHOUND  MAY  BE  COMING 
0  THE  END  OF  THE  LINE 


^ith  strikers  angry,  CEO  Currey  could  face  bankruptcy  by  midsummer 


Breyhound  Chief  Executive  Fred 
G.  Currey  considered  himself  a 
model  employer  last  year.  He 
ent  months  meeting  with  drivers  and 
•ket  agents  to  solicit  their  views  on 
iw  to  restructure  the  ailing  bus  compa- 
.  He  held  banquets  to  toast  exemplary 
jrkers  and  promised  better  times 
ead.  "He  seemed  like  a  real  good 
ss,"  says  Ken  Elasure,  a  Greyhound 
nes  Inc.  driver  based  in  Dallas. 
But  these  days,  Greyhound's  drivers 
e  comparing  Currey  to  Frank  Lorenzo, 
e  combative  chairman  of  Texas  Air 
trp.  The  analogy  may  be  apt.  Currey 
t  the  company  that  he  could  win  a 
■ike  his  union  mounted.  But  he  badly 
sjudged  how  quickly  he  could  replace 
•iking  workers,  just  as  Lorenzo  did  at 
istern  Air  Lines  Inc.  Now,  he  could 
:e  the  same  kind  of  Chapter  11  bank- 
ptcy  filing  that  hit  Eastern  last  year. 
,  lYiNG  TIME.  Currey  has  responded  by 
I  dng  another  page  from  Lorenzo's 
ok.  To  keep  creditors  from  pushing 
!  eyhound  over  the  brink,  he's  promis- 
.  X,  that  his  company  can  pull  out  of  its 
I  mble  if  they  just  give  him  a  little  more 
le.  But  the  odds  are  against  him.  Says 
*mer  Trailways  Inc.  President  J.  Kevin 
i!  irphy:  "This  will  be  difficult  for  Grey- 
und  to  survive." 

It's  an  unlikely  predicament  for  Cur- 


rey. For  the  past  three  years,  the  former 
Navy  pilot  has  struggled  to  rebuild  the 
battered  bus  company.  He  renovated 
ugly  terminals,  boosted  advertising  50' c, 
to  $27  million,  and  developed  a  comput- 
erized reservations  system  to  increase 
ticket  sales.  The  efforts  seemed  to  be 
paying  off.  Last  year,  Greyhound  report- 
ed net  income  of  $727,000  on  sales  of  $1 
billion,  up  from  a  loss  of  $17  million  in 
1988.  And  passenger  miles  jumped  10%, 
to  7.4  billion. 

But  Currey  underestimated  the  cost  of 
breaking  the  walkout  by  the  9,400  mem- 
bers of  the  Amalgamated  Transit  Union 
(ATU).  Union  officials  believe  Currey  ex- 
pected at  least  3,000  drivers  to  cross  the 
picket  line  by  mid-April.  Instead,  only 
500  have  crossed,  atu  Local  1222  Presi- 
dent James  Cushing-Murray  says  Cur- 
rey misjudged  the  level  of  anger  drivers 
felt  at  many  of  his  proposals,  including  a 
sweeping  route  consolidation  that  would 
have  eliminated  2,000  jobs. 

Greyhound  officials  declined  to  com- 
ment for  this  story.  But  Currey's  miscal- 
culation became  painfully  clear  on  May 
4,  when  he  announced  that  losses  of 
$55.8  million  in  the  first  quarter  have 
forced  Greyhound  close  to  bankruptcy. 
Currey  says  the  company,  which  is  sad- 
dled with  $340  million  in  debt,  won't 
make  a  $9.5  million  interest  payment  due 


May  15.  The  company's  $150 
million  senior  debt  is  trading 
at  40$  on  the  dollar,  down  60% 
from  January. 

Currey's  only  hope  may  be 
to  win  back  summer  riders. 
With  more  than  4,000  replace- 
ment drivers  serving  98%"  of 
Greyhound's  routes,  he  has 
been  reassuring  creditors  that 
the  company  is  well  posi- 
tioned for  a  comeback.  To  at- 
tract passengers,  Greyhound 
is  offering  cut-rate  fares  and 
spending  $11  million  on  adver- 
tising. Currey  hopes  to  buy 
time  with  suppliers  and  bond- 
holders by  lengthening  repay- 
ment schedules.  But  bond  an- 
alysts estimate  that  Currey 
has  about  $15  million  in  cash 
left.  If  he  can't  win  back  pas- 
sengers and  persuade  credi- 
tors to  be  patient,  Currey  may 
find  himself  without  a  compa- 
ny by  midsummer. 
'MORE  VIOLENCE.'  Creditors 
aren't  ready  to  pull  the  plug 
just  yet.  "We'll  wait  and  see  the  terms 
of  his  restructuring,"  says  bondholder 
Jay  Lustig  of  Drake  Capital  Inc.  But 
skepticism  abounds.  Lustig  worries  that 
passengers  fearful  of  continued  violence 
will  not  come  back  quickly  enough.  Cur- 
rey admits  that  strike-related  violence 
helped  slice  first-quarter  revenue  to  $172 
million,  from  $223  million  in  1989.  More- 
over, bond  analysts  worry  that  Grey- 
hound, which  can't  even  pay  many  sup- 
pliers, is  in  worse  shape  than  Currey 
admits.  Says  Amy  Minella,  senior  vice- 
president  of  Deltec  Securities  Corp.: 
"You  don't  skip  the  rent  payments  un- 
less you're  completely  out  of  cash." 

Currey  isn't  making  life  easier  for 
himself.  On  May  8,  he  inflamed  passions 
among  strikers  by  telling  a  press  confer- 
ence: "The  strike  is  over,  or  at  least  it's 
irrelevant."  Union  leaders  think  his  goal 
is  to  panic  more  drivers  into  crossing  the 
picket  lines.  But  the  tactic  may  backfire. 
Says  one  union  member:  "With  talk  like 
that,  you  could  see  a  lot  more  violence." 
The  union  doesn't  have  many  other 
cards  to  play.  But  it  has  hired  invest- 
ment banker  Brian  M.  Freeman,  who 
helped  to  assemble  the  pending  UAL 
Corp.  employee  buyout,  to  examine  the 
possibility  of  a  union-led  bid  should 
Greyhound  go  bankrupt. 

Currey  isn't  wasting  time  second- 
guessing  himself.  He  has  cut  unprofit- 
able rural  routes,  trimmed  the  charter 
business,  and  is  paring  staff.  But  such 
changes  may  be  merely  cosmetic,  given 
the  magnitude  of  Greyhound's  problems. 
If  Currey  wishes  to  avoid  Lorenzo's  fate 
at  Eastern,  he  must  find  a  way  to  gener- 
ate a  few  million  bucks — fast. 

By  Kevin  Kelly  in  Dallas 
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HEALTH  CARE  I 


HEALTH  CARE  COSTS: 
TRYIHG  TO  COOL  THE  FEVER 


Insurers  and  companies  are  coming  up  with  new  containment  ideas 


Oil  prices  go  up  and  down.  Food  prices  go  mostly  up  and  sometimes  down.  And 
then  there's  the  price  of  health  care.  For  as  long  as  anyone  can  remember,  doctor 
bills,  lab  test  fees,  hospital  charges,  and  prescription  drug  prices  have  just  gone 
up.  Health  care's  surging  cost  has  resisted  the  cleverest  schemes  of  businesspeople 
and  bureaucrats.  Worse,  beyond  raising  costs  to  employers  and  ta.vpayers  for 
private  and  public  health  insurance,  the  price  spiral  has  lifted  care  beyond  the 
reach  of  many  workers.  Here's  a  look  at  the  new  directions  some  companies, 
insurers,  and  lawmakers  are  following  in  hopes  of  cotitrolling  health  care  costs. 


MAKING  IT  PAY 
TO  STAY  HEALTHY 


yron  Cooper  never  worried  much 
about  his  weight.  He  ate  whatev- 
er he  wanted,  figuring  that  it  was 
0.  K.  as  long  as  he  played  enough  tennis 
and  stayed  active.  But  earlier  this  year, 
Cooper  decided  to  change  his  ways.  The 
reason:  As  of  Apr.  1,  his  employer,  U- 
Haul  International  Inc.,  planned  to  dock 
up  to  $10  from  the  paycheck  of  any  em- 
ployee who  smokes  or  is  overweight — or 
even  underweight.  This  was  no  surprise 
to  Cooper  who,  as  U-Haul's  benefits 
manager,  was  in  charge  of  implementing 
the  new  program.  "I've  lost  22  pounds 
since  the  first  of  the  year,"  he  says. 
"Now  I'm  within  the  weight  guidelines. 
It's  made  me  feel  better 
about  myself." 

U-Haul's  employees 
aren't  alone.  More  com- 
panies are  instituting 
penalties,  or,  more  of- 
ten, rewards,  to  prompt 
employees  to  get 
healthier.  Having  tried 
every  trick  in  the  book 
to  get  medical  providers 
to  contain  costs,  some 
employers  are  now 
tackling  the  problem 
from  the  employee  side. 
"We  want  to  penalize 
those  who  cost  us 
more,"  says  S.  Joe  Vin- 
son, benefits  director  at 
Baker  Hughes  Inc.,  a 
Houston  oil  equipment 
maker  that  this  year  be- 
gan charging  smokers 
an  a<i;iii  ional  $10  a 
month  'i' ;  health  insur- 
ance. "Sr  h  incentives 
are  going  t  )  come  in 
many  companies."  says 
Joseph  J.  Keliy,  presi- 


dent of  Kelly  Group  Ltd.,  a  Charlottes- 
ville (Va.)  company  that  publishes  health 
letters  for  corporations  to  distribute  to 
employees.  "They  tell  employees:  'We're 
going  to  share  the  rewards  of  a  healthy 
life-style  with  you.'  " 
MATTER  OF  CHOICE.  Incentives  mark  a 
basic  shift  in  thinking  about  health  in- 
surance. Traditionally,  each  employee 
had  the  same  coverage  on  the  theory 
that  illness  can  strike  anyone.  But  as 
companies  review  their  medical  bills, 
they're  seeing  that  a  handful  of  workers 
account  for  most  expenditures.  A  1989 
study  by  Corporate  Health  Strategies 
Inc.,  a  unit  of  Metropolitan  Life  Insur- 
ance Co.,  found  that  71%  of  claims  at  20 
large  companies  came  from  8.47c  of  the 
group's  300,000  employees  and  depen- 
dents. Although  these  top  billers  aren't 
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the  same  people  each  year,  they  tend  to 
have  similar  problems,  usually  heart  dis 
ease  or  cancer. 
.  Increasingly,  corporate  health  manag- 
ers  view  such  problems  as  "illnesses  o: 
choice,"  because  the  conditions  can  bej 
alleviated  or  even  prevented  by  changes 
in  life-style.  As  a  result,  a  number 
companies  are  moving  away  from  th( 
standard  practice  of  setting  a  fixec 
charge  for  all  employees.  While  incen 
fives  and  even  penalties  are  a  break  witi 
the  norm,  they're  perfectly  legal,  be 
cause  antidiscrimination  laws  don't  ap 
ply  to  health  attributes.  "The  bigges' 
issue  is  to  make  people  accountable  fo: 
their  own  health  care,"  says  Dr.  Jacqu( 
J.  Sokolov,  medical  director  at  Southeri 
California  Edison  Co.,  which  in  1989  be 
gan  knocking  $10  a  month  off  e 
ees'  medical  insurance  premiums  i 
pass  a  health  test. 

Although  the  penalty  approach  genei 
ates  added  money  for  employers,  thi 
most  common  tactic  is  to  offer  ince 
fives,  which  avoid  generating  employe 
ill  will.  SCE  began  its  discount  last  yea  'P™^ 
for  the  company's  22,000  employees  an  ''^''"''f 
their  dependents  if  they  scored  withi  'P''^' 
norms  set  for  obesity,  blood  pressure  " 
cholesterol,  blood  sugar,  and  carbo 
monoxide,  a  measure  of  tobacco  coi  ^  ^''^ 
sumption.  In  the  first  screening  las  P'^  f"' 
year,  58%  of  the  11,000  people  who  vo 
unteered  to  take  the  test  passed  it.  A  '^^'^ 
additional  21%  who  failed  got  the  n  ^tttie 
bate  anyway  by  voluntarily  participatin  "l^fw, 
in  a  health  improvement  program  unde  '^^'^ 
a  doctor's  supervision.  ^^li'i': 
Initial  evidence  ind 
cates  that  incentive  !'«J*rs 
can     spur  life-styl 
changes.  The  cultun  ^hiiie 
change  in  attitudes  ma  ^>ts;e 
be  as  important  as  tl  wfe 
financial  consideratioi  'indiii 
For  example,  in  198 
Adolph  Coors  Co.  begs 
offering  to  cut  emplo; 
ees'    copayments  c^h:- 
medical  bills  from  15  s  ichar 
to   10%   if  they  qu 
smoking  and  passed  i^rm: 
health  test.  Jim  Armij  Kpiv 
who  worked  his  way  i  t-fflcB 
the  ranks  and  now  ma  fr, 
ages  41  people  on  j-, 
Coors   bottle-washir  Itorsii: 
line,  has  tried  to  sU  Utat 
smoking  four  times  asts 
recent  years.  Now  1  Itlfj'L;!; 
has  gone  to  a  smokii  tJu; 
clinic  to  try  again.  "T  ifigj 
biggest  reason  is  tl  i:oci)s( 
peer  pressure  here    'C  s; 
work,"  says  Armij  tscji 
"I've  smoked  for  fteff( 
years,  but  now  I  kind  t.^^j 


i]  like  an  outcast.  I  have  to  hide,  and  it 
jls  silly." 

Most  companies  that  have  tried  incen- 
es  or  penalties  don't  expect  immediate 
zings.  But  the  common  assumption  is 
It  healthier  habits  will  lower  big-ticket 
;dical  bills  down  the  road.  "You  have 

wait  at  least  five  years  to  see  the 
lancial  payoff  from  life-style 
anges,"  says  Susan  Heller,  health  co- 
iinator  for  California's  Ventura  Coun- 

which  offers  its  6,000  employees  a 
30  bonus  if  they  take  a  series  of  steps 
get  healthy. 

With  medical  inflation  in  the  double 
pts,  five  years  may  seem  like  a  long 
le.  But  with  little  other  relief  on  the 
rizon,  health  incentives  soon  may  be 
common  as  weight-loss  programs. 
By  Aaron  Bernstein  in  New  York 


OW  LESS  COULD  BE 
lORE  IN  INSURANCE 


r 


hese  have  been  boom  years  for  po- 
diatrists and  chiropractors  in  many 
states.  And  if  you  happen  to  be  an 
ipuncturist  in  New  Mexico,  a  school 
r^chologist  in  Tennessee,  or  a  naturo- 
:h  practicing  herbal  medicine  in  Ar- 
isas,  life  has  been  pretty  good,  too. 
ese  health-service  providers  have  con- 
ced  state  legislatures  over  the  past 
tple  of  decades  to  force  insurers  to 
'er  their  care  as  they  would  that  of 
I  medical  doctor. 

?ut  the  days  of  such  largesse  may  be 
Tibered.  Insurers  contend  that  state 
rs  requiring  coverage  of  specific  bene- 
;  and  nonmedical  providers  inflate  the 
t  of  medical  care— discouraging  small 
ployers  in  particular  from  offering 
erage  at  all.  The  insurance  industry 
3ushing  bills  in  Illinois,  Florida,  and 
er  states  that  would  allow  insurers  to 
.  policies  to  small  employers  that 
I't  include  such  "mandated"  benefits, 
iier  this  year,  Virginia  and  Washing- 
passed  similar  bills. 
DlLLAC  COSTS.  Since  the  early  1970s, 
tes  have  imposed  hundreds  of  man- 
es (chart).  Nearly  30  states  require 
irers  to  pay  for  podiatric  services, 
mlar  mandated  benefits  include  mam- 
^raphy  screening,  alcoholism  treat- 
it,  and  mental  health 
vices.  In  Minnesota, 
irers  must  pay  for 
's  for  sufferers  of  al- 
I  cia  areata,  a  disease 
j  t  causes  hair  loss, 
ate  legislators  like  to 
eve  that  they  are 
viding  a  social  bene- 
it  no  cost  to  the  tax- 
er,"     says  Greg 
ndlen,  a  lobbyist  for 
Blue  Cross  &  Blue 
ild  Assn. 


But  Scandlen  and  small  employers 
contend  that  many  working  Americans 
are,  in  fact,  paying  the  price.  They  claim 
that  the  cost  of  these  mandates  is  a  big 
reason  only  half  of  employers  with  few- 
er than  10  employees  provide  health  in- 
surance to  their  workers.  The  National 
Center  for  Policy  Analysis,  a  conserva- 
tive public-policy  research  group  in  Dal- 
las, estimates  that  employers  could  af- 
ford to  cover  25%  of  the  37  million 
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uninsured  Americans  if  states  let  insur- 
ers sell  cheaper  policies.  "We  have  ev- 
eryone buying  a  Cadillac  with  all  the 
options.  Why  not  let  them  buy  a 
Chevy?"  asks  John  R.  Davis,  director  of 
the  National  Federation  of  Independent 
Business  in  Illinois.  "At  least  they  would 
have  transportation." 

Opposition  from  lobbyists  represent- 
ing health  care  providers  and  individuals 
with  particular  ailments  is  formidable. 
Massage  therapists  in  Florida,  hoping  to 
persuade  lawmakers  to 
require  payment  for 
their  services,  were  of- 
fering free  rubs  at  the 
Capitol  in  April.  And 
tearful  testimony  from 
couples  pleading  for 
coverage  of  pricey  infer- 
tility treatments  is  hard 
for  legislators  to  ignore. 

Providers  and  advo- 
cates for  the  disadvan- 
taged contend  that  man- 
dates are  only  a  minor 


cause  of  the  increase  in  health  care 
costs.  Rising  malpractice  premiums  and 
expensive  technology  are  far  more  im- 
portant factors,  they  contend.  Further, 
they  argue  that  health  care  will  suffer  if 
states  drop  mandates.  If  legislators  ap- 
prove a  pilot  program  in  Florida,  for  ex- 
ample, Jacksonville  employers  with  few- 
er than  25  workers  would  not  have  to 
provide  coverage  for  newborns  or  immu- 
nizations and  checkups  for  children.  "In 
the  end,  it  will  cost  more 
money  for  children  who  de- 
velop problems,"  argues 
Rosemary  F.  Gallagher,  an 
executive  of  the  Florida 
Catholic  Conference. 

In  Illinois,  podiatrist  Jerry 
D.  Brant  is  fretting  about 
legislation  that  would  permit 
employers  with  fewer  than 
100  employees  to  buy  bare- 
bones  policies.  The  state 
now  requires  insurers  to 
foot  the  bill  for  podiatrists, 
chiropractors,  and  optome- 
trists who  perform  services 
that  doctors  provide.  The 
proposal  would  no  longer 
make  payments  mandatory 
to  nonmedical  providers. 

That's  hardly  fair,  says 
Brant,  lobbyist  for  the  state 
podiatric  society.  His  bun- 
ionectomies  are  just  as  valu- 
able as  those  performed  by 
a  surgeon.  And  they're 
cheaper,  too,  he  says.  "A 
consumer  with  a  foot  prob- 
lem should  be  able  to  visit 
any  health  care  provider," 
says  Brant. 

LOOPHOLES.  But  insurers  ar- 
gue that  expanding  cover- 
age to  nonmedical  providers  has  boosted 
the  demand  for  treatment.  In  Maryland, 
the  total  number  of  visits  to  mental 
health  practitioners  shot  up,  with  no  de- 
cline in  visits  to  psychiatrists,  after  the 
state  started  paying  psychiatrists  and 
social  workers.  "The  system  does  not 
lend  itself  to  supply  ancl  demand,"  says 
Fran  Tracy,  Maryland  lobbyist  for  the 
Blues.  "The  more  the  supply,  the  more 
the  demand." 

Small  employers  complain  that  it's  not 
fair  that  they  must  follow  state  man- 
dates, while  many  large  employers  are 
exempt.  Many  large  firms  have  escaped 
mandates  by  providing  coverage  without 
using  insurance  policies. 

But  if  small  employers  want  to  be 
treated  like  the  big  shots,  they  will  have 
to  keep  their  promise  to  provide  insur- 
ance once  mandates  are  dropped.  If  they 
don't,  states  may  cook  up  something 
small  employers  would  consider  far 
worse:  laws  forcing  companies  to  cover 
all  their  employees  no  matter  the  cost. 
By  Susan  B.  Garland  in  Washington 
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PROXIES  I 


KISS-AND-TELL  PROXIES 
FOR  THE  PERSEVERING 


A  beady  eye  can  often  find  juicy  tidbits  on  executive  pay  and  perks 


on't  look  now,  but  it's  proxy  time 
again.  Corporate  voyeurs  and  cu- 
rious shareholders  are  peeking 
into  those  dreary  proxy  statements  to 
find  out  just  how  much  the  boss  made. 

Unlike  the  company  annual  report, 
there's  little  gloss  to  the  plain  and  mod- 
est proxy.  If  anything,  it's  designed  to 
discourage  close  reading.  For  while  an- 
nual reports  tend  to  disclose  what  com- 
panies want  them  to  disclose,  the  plain 
type  in  proxies  often  reveals  what  com- 
panies wish  they  didn't  have  to  tell. 
"Reading  the  proxy  is  sort  of  like  a 
game,"  says  Graef  S.  Crystal,  who  has 


year  in  pay,  $200,000  more  as  a  consul- 
tant, and  $250,000  in  supplemental  retire- 
ment benefits.  CBS  thinks  the  money  is 
well-spent.  "It  keeps  him  available  to  us 
whenever  we  need  him  at  a  moment's 
notice,  and  that's  very  important  to 
CBS,"  Chairman  Laurence  A.  Tisch  told 
shareholders  last  year. 

Then  there's  Robert  Ted  Enlow  III,  a 
Compaq  Computer  Corp.  director.  He 
missed  so  many  board  and  committee 
meetings  last  year  that  Compaq  was  re- 
quired by  Securities  &  Exchange  Com- 
mission guidelines  to  report  his  poor  at- 
tendance.  Enlow  missed   10  of  27 


strained  his  eyes  on  at  least  2,000  prox- 
ies over  his  career  as  a  leading  consul- 
tcint  on  executive  pay.  "It's  a  cave  hunt 
or  an  Easter  egg  hunt.  You're  looking 
for  the  hidden  nuggets." 
LESS  FOR  MORE.  But  it's  precisely  those 
hard-to-find  gems  that  make  for  some  of 
the  most  intriguing  disclosures.  Take 
CBS  Inc.  paying  lots  of  loot  to  get  patri- 
arch William  S.  Paley  off  the  ground.  In 
the  |)ast  two  years,  CBS  coughed  up 
$300,000  lo  "defray  a  portion  of  the 
costs  inc'UTed  by  Mr.  Paley  in  charter- 
ing helicopters."  While  the  88-year-old 
chairman  (■)"  the  board  whirled  between 
his  residences  in  Manhattan  and  South- 
ampton, he  w;is  also  getting  $250,000  a 


sessions.  Well,  he's  a  busy  guy:  Enlow 
serves  on  seven  other  boards,  including 
that  of  financially  ailing  Lomas  Finan- 
cial Corp.,  where  he's  president. 

Proxies  sometimes  also  demonstrate 
just  how  much  weight  big  companies 
can  throw  around.  Everyone  knows  and 
talks  about  the  might  of  IBM.  But  when 
you  dip  into  the  computer  giant's  proxy, 
you  find  the  monstrous  numbers  that 
drive  the  point  home.  IBM  paid  more  than 
$19.8  million  to  Capital  Cities/ABC  Inc. 
last  year  for  television  advertising  alone. 
It  bought  more  than  $9.8  million  worth 
of  advertising  space  from  Time  Inc. 
magazines.  And  it  purchased  more  than 
$68.9  million  in  goods  from  Du  Pont  Co. 


IBM  had  to  disclose  those  facts  only  be 
cause  executives  from  the  three  compa 
nies  sit  on  its  board  of  directors. 

True  proxy  connoisseurs  live  for  th( 
document's  disclosures  of  potential  con 
flicts  of  interest.  US  West  Inc.  employe( 
the  wife  of  its  treasurer  to  manage  anc 
design  the  $2.5  million  remodeling  of  ; 
corporate  facility.  The  company  pai( 
Bette  Anderson  Interiors,  which  i 
owned  by  the  treasurer's  wife,  $87,800  ii 
fees,  $43,570  in  travel  expenses,  an( 
$956,416  in  "construction  and  furnishinj 
expenses."  What  does  US  West  say 
"Bette  Anderson  has  worked  for  Uj 
West  previously  and  her  work  is  know 
and  appreciated,"  says  a  spokesman. 

Nice  work  if  you  can  get  it.  But  som 
of  the  fattest  checks  go  to  consultant 
who  sit  on  corporate  boards.  Henry  A 
Kissinger's  firm  took  in  $100,000  for  it 
advice  to  American  Express  Co.  Chai 
man  James  D.  Robinson  III  and  $320,00 
more  for  its  advice  and  speaking  ei 
gagements  for  Shearson  Lehman  Hu 
ton  Inc.,  an  AmEx  subsi( 
iary.  Kissinger  is  a  directc 
of  AmEx.  Or  consider  th 
deal  that  former  ancho 
man  Walter  Cronkite  gel 
at  CBS,  where  he  serves 
director   Last  year,  th 
company  gave  him  an  o 
fice,  secretarial  help,  ar 
$600,000  as  a  consultant. 
DRINK  UP.  Under  the  cat 
gory  of  unusual  bennie 
the  CEO  of  Anadarko  P 
troleum  Corp.,  Robert 
Allison  Jr.,  gets  a  piece 
the  action  from  some 
the  company's  gushing  ( 
wells.  Up  to  1.5%  of  tl 
revenues    from  certa 
wells  gets  divied  up  amoi 
him  and  164  other  emplo 
ees.   The  compensati( 
committee  ended  the  pr; 
tice    three    years  ag 
though  the  benefit  conti 
ues  for  wells  tapped  befo 


1987.  "There  are  better  ways  to  compe 
sate  managers,"  concedes  a  spokesma 

Proxies  also  tell  you  that  few  of  the 
highly  paid  executives  walk  into  the 
cal  H&R  Block  Inc.  office  to  have  thi 
income  taxes  completed.  South weste 
Bell  Corp.  handed  out  $50,650  to  its  fi 
top  executives  to  foot  the  bills  for  th 
"financial  advice."  Xerox  Corp.  laid  c 
$56,640  for  Chairman  David  T.  Keari 
use  of  the  company  plane,  financial  ph 
ning,  tax  return  preparation,  and  t! 
maintenance  of  a  home  security  syste 

To  paraphrase  Art  Linkletter,  prox 
say  the  damnedest  things. 

By  John  A.  Byrne  in  New  York,  w 
bureau  reports 
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NUCLEAR  POWER  I 


USED  NUKE  TEST  PLANT,  GOOD 
CONDITION,  ALL  OFFERS  CONSIDERED 


The  feds  want  to  shut  it  down — so  local  folks  are  hunting  private  funds 


From  the  air,  the  Energy  Dept.'s 
Hanford  nuclear  site  in  southeast- 
ern Washington  is  the  very  picture 
of  lifelessness:  560  square  miles  of 
parched  brown  desert,  littered  with  dead 
reactors.  But  on  the  ground,  war  is  rag- 
ing. A  local  group  and  a  six-man  team 
funded  by  the  governor's  office  are  rac- 
ing against  time  to  find  private-sector 
financing  to  keep  open  a  unique  nuclear 
test  facility  that  the 
Bush  Administration 
has  decided  to  shut 
down.  "We  are  fight- 
ing the  last  war,"  says 
Ersel  A.  Evans,  a  con- 
sultant who  used  to 
help  run  the  place. 

They  may  lose.  En- 
ergy Secretary  James 
D.  Watkins  deter- 
mined in  January  that 
Hanford's  Fast  Flux 
Test  Facility  (FFTF) 
simply  isn't  needed.  It 
was  built  12  years  ago 
to  test  fuels  for  fast- 
breeder  reactors,  a 
technology  the  U.  S. 
abandoned  in  1983  as 
energy  costs  fell. 
Since  then,  engineers 
at  Hanford  have  des- 
perately sought  anoth- 
er way  to  justify  the 
$100  million  to  $115 
million  annual  cost  of 
operating  the  test  site, 
the  largest  and 
newest  of  its  kind  in 
the  world.  So  far, 
they've  failed.  Says 
William  H.  Young,  As- 
sistant Secretary  for  Nuclear  Energy: 
"We  believe  our  needs  are  served  well 
out  past  the  year  2000  by  other  devices." 
MASSIVE  CLEANUP.  But  the  folks  in  Rich- 
land, Hanford's  hometown,  refuse  to 
give  up.  A  community  so  pro-nuke  that  a 
local  high  school  team  sports  a  mush- 
room cloud  on  its  sweats,  it  has  lost 
battle  after  battle,  first  defending  nucle- 
ar-weapons production,  then  nuclear  en- 
ergy. Since  1987,  when  the  last  of  nine 
reactors  making  nuclear-weapons  fuel 
was  cooled  down,  most  of  Hanford's 
13,500  employees  have  had  only  one 
task:  cleaning  up  the  69  million  barrels 


of  nuclear  waste  buried  there  since  the 
first  atom-bomb  program  began  in  1943. 

Spearheading  the  rescue  effort  is  Rob- 
ert L.  Ferguson,  a  former  managing  di- 
rector of  the  Washington  Public  Power 
Supply  System.  "The  whole  notion  of 
bringing  the  discipline  of  the  market- 
place into  such  an  operation  is  unique," 
he  says.  With  some  1,000  jobs  at  stake, 
plant  boosters  got  Governor  Booth  Gard- 


ner to  allocate  $100,000  in  emergency 
funds  to  help  attract  outside  financing. 
If  outsiders  provide  half  the  facility's 
annual  budget,  backers  reckon,  Watkins 
might  change  his  mind. 

One  potential  savior  is  Japan,  where 
Evans  and  three  others  have  scheduled 
meetings  from  May  7-10  to  solicit  sup- 
port. Unlike  the  U.  S.,  Japan  is  pushing 
to  complete  a  prototype  fast-breeder  re- 
actor. Such  plants  are  termed  "fast"  be- 
cause they  use  faster-moving  neutrons 
than  do  more  common  water-cooled  reac- 
tors. That  feature  makes  them  more 
fuel-efficient,  but  currently  they're 


much  more  expensive  to  build  and  oper 
ate  than  their  "slower"  counterparts 
Since  1985,  Hanford  researchers  havi 
been  conducting  experiments  for  th 
Japanese  government,  and  a  mid-Marci 
editorial  in  Nikon  Keizai  Shimbun, 
leading  newspaper,  recommended  tha 
Japan  help  fund  the  facility. 

Drugmakers  are  another  hope.  Har 
ford  is  alerting  U.  S.  pharmaceutics 
companies  that  it  can  make  radioactiv 
isotopes  used  in  the  diagnosis  and  treai 
ment  of  cancer.  The  market  for  medict 
isotopes  could  grow  from  $207  millio 
last  year  to  $3  billion  a  year  in  199[ 
according  to  Market  Intelligence  Rt 
search  Co.  in  Mountain  View,  Calif. 
INTRIGUING  TEST.  The  facility  could  als 
help  clean  up  the  lethal  mess  other  rea( 
tors  have  made  over  the  past  45  years.  . 

Hanford  experimer 
last  summer  showe 
that  it's  possible  to  di 
activate  at  least  som 
long-lived  nuclea 
wastes  in  the  reactoi 
Support  also  come 
from  nuclear  researcl 
ers  who  use  the  faci 
ty  to  test  materia 
that  one  day  might  1: 
part  of  a  fusion  rea 
tor.  The  only  simil; 
facility  in  the  U.  S. 
the  Energy  Dept. 
EBR-II  in  nearby  Id 
ho.  But  it's  muc 
smaller  than  FFT 
"These  tests  cannot  1 
done  anywhere  eh 
with  any  kind  of  ef 
ciency  right  now 
says  Gilbert  Melese, 
nuclear  engineer  wl 
is  a  lecturer  at  tl 
University  of  Califc 
nia  at  Berkeley. 

The  Energy  Dej! 
doesn't  agree.  On 
small  quantities  of  c- 
fense  wastes  could  ; 
burned  in  such  a  te; 
reactor,  says  Energy 


Since  1987,  | 
most  of 
Hanford's 
13,500 
workers  have 
had  one  task: 
Cleaning  up 
the  69  million 
barrels  of 
nuclear  waste 
buried  there 
since  the  first 
atom-bomb 
program 
began  in 
1943 


Young.  And  existing  reactors,  he  saj, 
can  meet  most  other  needs.  Besid*, 
Young  estimates  that  all  the  revem- 
raising  projects  together  would  bring  i 
only  about  $20  million  a  year. 

The  rescue  team  has  little  time 
prove  him  wrong.  They  need  seric 
signs  of  interest  from  Japan,  Eurod 
and  drug  companies  by  June,  when  Co 
gress  begins  considering  fftf's  fate, 
they  don't  get  them,  the  entire  Hanfq 
site  will,  after  45  years,  go  cold. 

By  Don  Jones  Yang  in  Richland,  wn 
Peter  Hong  in  Washington  and  Robert  iji 
deri  in  New  York 
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WHimE:  FEWER 
MAGAZINES,  MORE  TV 


►  Chris  Whittle,  head  of  the 
media  company  that  bears  his 
name,  is  fussing  with  his  flag- 
ship product  Special  Reports. 
The  six  magazines  distributed 
to  doctors'  waiting  rooms  ev- 
ery quarter  will  be  cut  back 
to  three,  according  to  a  source 
at  the  company. 

The  reason:  Whittle  is  try- 
ing to  sell  advertisers  a  pack- 
age deal  that  will  link  the 
magazines  with  his  newest 
venture:  waiting-room  TV. 
With  fewer  issues  of  Special 
Reports  around,  Whittle  can 
charge  a  low  enough  price  to 
entice  advertisers  to  sign  on 
to  the  broadcast  without  drop- 
ping out  of  the  magazines. 
Earlier  this  year,  Whittle  had 
trouble  persuading  sponsors 
to  renew  their  magazine  con- 
tracts. Big  names  such  as 
Procter  &  Gamble  and  Kraft 
General  Foods  cut  their  bud- 
gets substantially. 


THRIFT  REGULATORS 
NIX  AN  OAK  TREE  DEAL 


►  It  seemed  like  a  sweet  real 
estate  deal.  All  developer  Bar- 
ry Hon  had  to  do  was  put  up 
25%  of  the  $967  million  pur- 
chase price  to  buy  trophy  golf 
courses  and  other  properties 
from  Oak  Tree  Savings.  Oak 
Tree  would  finance  the  bal- 
ance with  a  loan. 

Thrift  regulators  nixed  the 
arrangement,  however.  The 
Office  of  Thrift  Supervision 
wants  Oak  Tree  to  spread  its 
risk  by  selling  land  parcels  to 
several  different  buyers.  OTS' 
misgivings  "effectively  termi- 
nate the  agreement"  with 
Hon,  says  Oak  Tree's  parent. 
Landmark  Land. 


THE  BAD  BOYS 

OF  PENSION  FUNDING 


>  The  Pension  Benefit  Guar- 
ai:  V  Corp.  is  putting  new 
pr-  sure  on  companies  to 
met  i  their  pension  obliga- 
tions. On  May  7,  the  PBGC, 


which  insures  private  pen- 
sions, unveiled  its  first  worst- 
offenders  list,  a  tally  of  the  50 
companies  with  the  largest 
underfunded  pension  plans. 

Officials  at  the  agency, 
which  is  running  a  $1  billion 
deficit,  worry  that  additional 
plan  terminations  could  put  it 
in  financial  jeopardy.  The 
companies  on  the  list  have  a 
combined  underfunding  of  $14 
billion  in  PBGC-guaranteed 
benefits.  The  top  five:  Chrys- 
ler, $2.6  billion;  General  Mo- 
tors, $L9  billion;  Bethlehem 
Steel,  $L4  billion;  Pan  Am, 
$602  million;  and  Navistar  In- 
ternational, $454  million.  The 
agency  notes  that  a  compa- 
ny's inclusion  isn't  always  a 
sign  of  poor  financial  health. 


CIRCLE  K:  NEW  BOSS, 
OLD  WOES 


►  For  troubled  Circle  K,  get- 
ting rid  of  Karl  Eller  isn't 
likely  to  solve  many  problems. 
On  May  7,  the  Phoenix  busi- 
nessman and  onetime  bill- 
board tycoon  stepped  down  as 
chief  executive  of  the  retail 
chain  after  more  than  a  year 
of  mounting  losses.  Taking 
over  is  Robert  Dearth,  who 
must  juggle  the  concerns  of 
Circle  K's  largest  shareholder, 
Carl  Lindner,  with  those  of 
irate  creditors. 

Saddled  with  $L1  billion  in 
debt  and  on  the  verge  of  miss- 
ing its  second  straight  month- 
ly interest  payment.  Circle  K 
is  pinning  its  hopes  on  Securi- 
ties &  Exchange  Commission 
approval  of  a  plan  to  convert 


A  HARD-WORKING  LITTLE  RICE  WINE 


Four  million  visitors  take  to 
the  highways  of  California's 
Napa  Valley  each  year  to  sam- 
ple the  region's  famed  wines. 
Lately,  some  of  them  have 
been  spicing  up  their  trips  by  Sy-(2 
sipping  an  amusingly  pre-  ~ 
sumptuous  new  entry.  A  fra- 
grant cabernet  sauvignon 
from  Robert  Mondavi?  A  but- 
tery chardonnay  from  Ber- 
inger?  Nope.  Kohnan's  White  Mountain  Sake 

Kohnan,  a  subsidiary  of  Minami  Kuyshi-Coca  Cola  Bottlin: 
of  Tokyo,  has  poured  $21  million  into  a  22-acre  facility  in  Nap; 
that  offers  sake  tasting.  Visitors  can  peer  through  glass  at  th< 
factory  itself  but  can't  go  in  because  they  might  "contaminai 
the  mold"  used  to  give  sake  its  unique  flavor,  explains 
spokesman.  But  they  can  sample  the  16%-alcoho!  drink  an^ 
munch  some  sushi  to  dampen  the  kick.  Kohnan,  meanwhile, 
getting  a  taste  of  U.  S.  trade  problems:  Japan  prohibits  thl 
import  of  foreign-brewed  sake. 


$510  million  in  junk  bonds  to 
stock.  But  even  if  the  SEC 
gives  the  0.  K.,  angry  bond- 
holders may  balk. 


THIS  DEBIT  CARD 
DIES  ABORNING 


►  Visa  USA  and  MasterCard 
International  are  calling  off 
their  joint  venture  into  the 
debit-card  business.  The  two 
bank  card  associations  will 
end  their  Entree  program  by 
Oct.  1  to  settle  an  antitrust 
suit  filed  by  14  states  last 
summer.  The  states,  led  by 
New  York,  alleged  that  Visa 
and  MasterCard  prevented 
competitors  from  bringing  out 
their  own  debit  cards. 
The  Entree  program,  which 
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dates  back  to  1986,  was  sui 
posed  to  develop  an  on-lim 
point-of-sale  debit  card.  Co 
sumers  could  use  it  as  the 
would  a  credit  card.  But  th 
purchase  amount  would  in 
mediately  be  deducted  fro: 
their  bank  accounts. 

No  merchants  ever  signe 
up  for  Entree,  and  only 
handful  of  banks  ever  issue 
cards.  Still,  MasterCard  an 
Visa  deny  the  suit's  allegi 
tions.  Both  organizations  sa: 
they  decided  to  drop  Entree 
avoid  lengthy  litigation. 
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NOW,ICAHN  CAN'T  GE1 
LOOSE  FROM  USX 


►  After  conceding  defeat 
his  fight  to  break  up  US 
Carl  Icahn  is  searching  f( 
ways  to  free  up  his  cas 
Icahn,  who  has  nearly  $1.1  b 
lion  worth  of  USX  stock,  a 
parently  failed  on  May  7 
force  USX  management  to  sp 
off  its  steel  unit.  But  he  car 
simply  sell  his  stock.  If  he  d 
so,  usx's  share  price  would 
most  certainly  fall  sharply. 

Icahn's  cash  woes  don 
stop  there.  Losses  at  Tra: 
World  Airlines  are  eating  inJ^Taii 
the  carrier's  $1.3  billion 
cash.  The  TWA  chairmi 
wants  more  than  $100  milli 
in  labor  concessions  to  bolst 
the  airline's  sagging  results 
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HEAVY  WEATHER  AHEAD 
FOR  FIDRIDA  REPUBLICAHS 


The  dream  has  beguiled  Republicans  for  years.  Sooner  or 
later,  party  strategists  believe,  what  has  become  a  solid 
GOP  South  in  Presidential  contests  will  yield  big  Republi- 
an  gains  in  races  for  Congress  and  state  office.  In  reality, 
ealignment  has  been  blocked  by  the  Democrats'  strength  at 
he  grass  roots — except  in  Florida. 
Fast-growing  Florida  is  the  only  Southern  state  where  the 
iCP  holds  the  majority  of  congressional  seats  and  is  within 
triking  distance  of  controlling  the  state 
enate.  But  this  fall's  gubernatorial  race 
hreatens  to  derail  Republican  progress. 
After  four  lackluster  years  in  office, 
lOP  Governor  Bob  Martinez'  reelection  bid 
;  floundering.  Martinez,  who  ran  in  1986 
n  a  no-tax  promise,  almost  immediately 
ushed  for  a  tax  on  services.  When  busi- 
ess  rebelled,  he  flipflopped  and  called  for 
epeal.  After  last  year's  U.  S.  Supreme 
!ourt  ruling  giving  states  more  leeway  to 
egulate  abortion,  the  strenuously  pro-life 
overnor  ignored  the  warnings  of  fellow 
Republicans  and  called  the  legislature  into 
pecial  session  to  enact  restrictions.  Marti- 
ez  was  humiliated  when  his  proposals 
ied  in  committee. 

For  a  while,  it  looked  as  though  the 
overnor  might  dodge  the  bullet.  The  cam- 
aign  of  Democratic  challenger  Represen- 
itive  Bill  Nelson  was  hurt  when  Nelson 
ad  to  return  $33,000  in  contributions  from  failed  CenTrust 
avings  Bank  and  its  former  chairman,  David  L.  Paul. 
ROAD  APPEAL.  Influential  Democrats  then  persuaded  former 
enator  Lawton  Chiles,  a  popular  moderate,  to  jump  into  the 
ice.  Despite  his  late  entry,  lack  of  money,  and  disclosures 
lat  he  had  been  treated  for  depression.  Chiles  became  the 
ivorite  to  beat  both  Nelson  and  Martinez.  Chiles,  who  gave 
p  his  Senate  seat  in  1988,  still  has  broad  statewide  appeal. 

Democrats  will  work  hard  to  exploit  voter  unease  with  the 


quality  of  schools,  transportation,  health  care,  and  the  environ- 
ment. They'll  charge  that  Martinez'  renewed  opposition  to  tax 
hikes,  reflected  in  his  recent  veto  of  a  gasoline  tax  boost, 
hobbles  the  state's  ability  to  deal  with  its  problems.  "The 
state's  infrastructure  and  social  services  are  overburdened," 
says  Nelson  pollster  William  R.  Hamilton.  "Voters  are  realiz- 
ing that  growth  has  its  limits."  Adds  Charles  Whitehead,  a 
former  state  party  chairman:  "We  have  a  great  opportunity  to 
win  back  the  Reagan  Democrats," 

It's  difficult  to  overstate  the  stakes  in 
the  governor's  race.  Reapportionment  will 
likely  add  three  seats  in  Congress  to  Flori- 
da's current  19.  The  GOP  thinks  that  a  fair 
redistricting  would  give  them  all  three. 
Since  1980,  the  influx  of  conservative  Mid- 
westerners  and  fiercely  anticommunist  Cu- 
ban-Americans has  reduced  the  Demo- 
crats' 2-to-l  edge  in  voter  registration  to  a 
547<-to-S97e  margin. 

'GOOD  NIGHT.'  State  political  analysts  be- 
lieve that  a  Martinez  victory  could  give  the 
GOP  control  of  the  state  senate.  That 
would  put  the  party  in  charge  of  reappor- 
tionment. Then,  says  former  state  Demo- 
cratic Party  chief  Greg  Farmer,  "the  Dem- 
ocrats may  as  well  say  'good  night  Kate' 
to  Florida." 

But  the  GOP  still  fears  a  replay  of  1981. 
The  party  expected  to  make  great  strides 
after  the  1980  census  created  four  new  congressional  districts. 
But  the  Democratic  hammerlock  in  Tallahassee  allowed  the 
parties  to  split  the  new  seats  2-2.  "They  nearly  gerrymandered 
us  out  of  existence,"  says  GOP  State  Chairman  Van  Poole. 

If  the  Democrats  regain  the  statehouse  this  fall,  they  can 
probably  slow,  but  not  reverse,  the  Republican  gains.  As  top 
Martinez  adviser  Charlie  Black  puts  it:  "Florida  is  going  to  be 
a  Republican  state.  The  only  question  is  when." 

By  Antonio  Finn  in  Miami,  with  Paula  Dici/cr 


APITAL  WRAPUPI 


fERRORISM 


Presidential  commission  on  avia- 
•%tion  terrorism  has  finished  its 
>vork — and  airlines  probably  won't  be 
;hrilled  by  the  recommendations  to  be 
5ent  to  the  White  House  on  May  15. 
The  key  finding  of  the  panel,  headed 
3y  former  Labor  Secretary  Ann  D. 
VIcLaughlin:  The  government  should 
lotify  the  public  of  all  "serious" 
threats  of  air  terrorism.  Currently,  the 
federal  Aviation  Administration  learns 
j  )f  about  600  threats  a  year  but  very 
,  "arely  informs  the  public.  This  policy 
I  las  been  highly  controversial  since  it 
I  vas  learned  that  the  government  kept 
secret  a  threat  against  the  Pan  Am 


flight  that  was  blown  up  over  Locker- 
bie, Scotland,  in  1988.  Airlines  fear 
public  notification  will  needlessly  alarm 
passengers. 

The  McLaughlin  Commission's  other 
recommendations  involve  bureaucratic 
changes  designed  to  enhance  the 
Transportation  Dept.'s  ability  to  com- 
bat terrorism.  FAA  airport  personnel 
would  receive  expanded  enforcement 
powers,  including  the  ability  to  cancel 
a  flight  in  the  case  of  a  serious  threat. 
And  the  panel  would  make  more-senior 
officials  responsible  for  security  both 
within  the  faa  and  the  Transportation 
Dept.,  while  giving  the  State  Dept. 
greater  responsibility  for  coordinating 
international  efforts. 


THE  CAPITAL 


Even  as  the  U.  S.  Attorney  in  Wash- 
ington is  amassing  evidence  for  the 
June  drug  trial  of  Mayor  Marion  S. 
Barry,  the  mayor  seems  to  be  getting 
ready  to  run  for  a  fourth  term.  "My 
whole  life,  people  have  been  telling  me 
what  I  can't  do,  and  I  did  it,"  Barry 
told  BUSINESS  WEEK  in  an  emotional  in- 
terview. Barry,  who  says  he'll  make  a 
decision  about  his  political  future  after 
his  trial  on  crack  possession  and  perju- 
ry charges,  is  busy  promoting  develop- 
ment schemes  for  the  city,  including  a 
new  stadium  complex.  "I  just  want  to 
focus  on  my  recovery  and  on  managing 
the  city  as  best  I  can,"  he  says. 
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ith  156  horsepower,  the  24-valve  V6 
.exus  ES  250  can  hold  its  own  against 
most  other  sports  sedans.  But  what 


m 


akes  the  ES250  a  trulv  potent  force  is  the 


host  of  power  features  pictured  at  right. 


TlieNewLexQsES250 

May  Be  The  Most  Powerful 


And  because  many  ol  these  leatures  are 
standard,  the  ES  250  is  an  automobile  whose 
value  may  be  its  strongest  asset. 

Power.  It's  what  separates  the  ordinary 
from  the  extraordinarv. 


makes  the  Lexus 


E,S250  not  just  a  sports  sedan.  But  the  luxury 
sedan  ol  sports  sedans. 


® 


The  Relentless  Pursuit  Of  Perfection. 


\iant  loopen  up  an  ES25U(m  xnii  jawrite  stretch  oj  wad."  An  ai  ailable pou  er  mnwuj  makes  it  eas). 


Our  satellite  netu  ork 
allows  any  Lexus  dealer 
to  obtain  your  ES250's 
maintenance 
histon  in 
second^s. 


4  standard  six-speaker  audio  system 
andoptional  CD nlcner punch  out 
sounds  both  nch  and  pon  erful. 


Optional  leather, 
power  adjustable 
dnrer's  seat  allows 
)ou  to  find  an  ideal 
seating  position 


Closing  up 
\oiir  ES  250  IS 
eas).  too.  With 
standard  power 
windows  and 
power  door  locks. 
And  a  standard 
theft-deterrent 
s\stem  is  designed 
to  keep  it  closed 
to  intruders. 


hni  er  mirrors  lor  both  the  right- 
and  left-hand  sides  are  standard. 


©\990  Lexus.  4  Um-.u>n  ()/  Tii\nla  \liliir  Sales.  i.S.\..  In,.  Leuis  reminds  \mi  In  near  sent  hein  andnlies  all  speed  lau  s.  t,,r  mere  uifnrmaliim.  see  \i,iu  l.e\iis  dealer,,:  lall  H(I0-H72-.'>.WH . 


nternationa 


Business  j 


A  GUANGDONG  TOY  FACTORY:  DISRUPTING  ECONOMIC  TIES  COULD  CRIPPLE  REFORM-MINDED  EXPORTERS  IN  THE  SOUTHERN  PROVINCES 


THE  BATTLE  OF  BEIJING 

IS  ABOUT  TO  BEGIN— IN  CONGRESS 


Critics  of  President  Bush's  easy-does-it  policy  want  China's  preferred-nation  status  revoked 


A year  after  the  bloody  suppression 
of  demonstrators  in  Tiananmen 
Square,  the  Bush  Administration 
and  Congress  are  gearing  up  for  a  fight 
over  the  future  of  U.  S.  relations  with 
China.  On  June  3,  just  a  day  before  the 
first  anniversan-  of  the  massacre,  Presi- 
dent George  Bush  must  announce 
whether  he  plans  to  continue  favorable 
tariff  treatnierit  for  China,  U.  S,  busi- 
ness is  hoping  Bush  does  just  that,  but 
any  such  move  will  almost  certainly  ig- 
nite a  firestorm  of  opposition  among 
both  Democrats  a  ad  the  Republican 
Right.  A  nastj-  veto  fight  looms. 

Bush  is  in  a  tight  spot.  His  patient 
approach  to  China's  hardline  leadership 
has  proven  futile.  Not  only  has  Beijing 
maintained  a  repressive  grip  on  students 
and  other  democratic  forces,  but  it  also 
has  increased  arms  shipments  to  the 
dreaded  Khmer  Rouge  in  Cambodia.  At 


the  same  time,  China  has  re\wed  up  its 
exports  to  the  U.  S.,  which  is  expected  to 
result  in  a  SIO  billion  American  trade 
deficit  for  1990. 

The  key  battle  on  Capitol  Hill  will  be 
over  renewing  most-favored-nation  (MFXi 
treatment,  which  helped  create  a  t^vo- 
way  trade  flow  worth  S18  billion  last 
year.  House  Asian  &  Pacific  affairs  sub- 
committee Chairman  Stephen  J.  Solarz 
(D-X.  Y.),  a  strong  critic  of  Bush's  China 
policy,  plans  a  May  16  hearing  on  .MFX. 
Other  lawmakers  aren't  waiting  for  a 
hearing.  "There's  a  general  feeling  that 
things  have  gotten  worse  in  China,  not 
better,"  says  Representative  Peter  H. 
Kostmayer  (D-Pa.),  whose  bill  would  re- 
voke China's  MFX  status.  "We  have  to 
put  the  Chinese  on  notice  that  we  are 
ven,"  serious  about  their  conduct." 

But  yanking  MFX  might  undermine 
U.  S.  strategic  and  business  interests. 


Chinese  leaders  say  they  will  retaliat 
possibly  by  downgrading  relations  b 
I  tween  the  two  countries.  Some  exper 
also  argue  that  U.  S.  political  aims  : 
China  would  be  set  back.  Disrupting  ec 
nomic  ties,  they  say,  would  cripple 
form-minded  Chinese  exporters  in  tl 
southern  provinces  of  Guangdong  ai 
Fujian,  which  produce  the  bulk  of  gooc 
shipped  to  the  U.  S,  "Taking  away  MP 
hurts  the  wrong  people  in  China,"  sa; 
Martin  Weil,  a  director  of  the  U.  S,-Ci 
na  Business  Council. 
THE  BARBIE  FACTOR.  American  consul 
ers  also  would  pay  a  price.  U.  S,  larif 
on  Chinesemade  toys,  footwear,  ar 
other  goods  would  soar  to  prohibiti^ 
levels,  Mattel  Inc.,  for  example,  wou 
pay  a  TO^c  dutj"  on  Barbie  dolls  made 
China  instead  of  the  current  7.6^"^  le\7'^ 

Other  American  manufacturers  iri  CI 
na  warn  of  outright  disruptions.  Sa; 
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Bill  Simon,  managing  director  of  Odys- 
;ey  International  Ltd.,  a  Hong  Kong- 
)ased  sportswear  maker:  "If  MFN  is  re- 
voked, we  would  pull  out  all  $50  million 
)f  exports  designed  and  made  in  China 
md  sold  to  such  American  companies  as 
Mdie  Bauer,  L.  L.  Bean,  North  Face, 
ind  Land's  End."  Altogether,  U.S.  com- 
)anies  have  invested  $4  billion  in  China. 

Further,  Beijing  could  retaliate  by 
ilashing  imports  of  American  goods.  In 
.989,  China  bought  $6  billion  worth  of 
J.  S.  goods,  including  more  than  $1  bil- 
lon in  wheat.  Hong  Kong,  too,  would 
ake  a  major  hit.  More  than  70%  of  the 
112  billion  worth  of  goods  that  China 
sxports  to  the  U.  S.  is  transshipped 
hrough  the  British  colony. 

Business  leaders  have  been  slow  to 
espond  to  the  prospect  of  a  cutoff  in 
China's  MFN  status,  in  part  because  the 
J.  S.  extends  the  privilege  to  such  other 
ountries  with  unsavory  human  rights 
ecords  as  Iraq  and  Zaire.  They  have 
)een  squeamish  about  defending  U.  S.- 
'hinese  commercial  ties  for  fear  of  be- 
ng  accused  of  putting  profit  above  hu- 
aan  rights.  "To  favor  a  nation  that 
reated  the  Tiananmen  Square  situation 
he  way  it  did  has  a  lot  of  sensitivities  to 
:,"  says  Ted  Nelson,  a  vice-president  for 
Veyerhaeuser  Co.,  which  exports  forest 
Toducts  to  China. 

rHE  GOAL  IS  CHANGE.'  But  as  the  stakes 
■ecome  clearer,  U.  S.  companies  are 
earing  up  lobbying  efforts  to  tip  the 
alance.  In  January,  the  President  nar- 
owly  beat  back  a  highly  charged  con- 
ressional  attempt  to  override  his  veto 
f  a  bill  blocking  deportation  of  Chinese 
tudents  whose  visas  expired.  Bush  won 
otes  by  pleading  for  Congress  to  give 
im  more  time  to  nudge  China  back  onto 
le  path  of  reform.  But  Beijing,  worried 
bout  an  Eastern  Europe-style  loss  of 
3ntrol,  has  not  been  forthcoming.  Says 
ne  Administration  official:  "We're  very 
snsitive  to  criticism  that  we  haven't  got 
luch  for  our  efforts." 
Many  in  Congress,  brimming  with  re- 
antment  over  what  they  feel  is  Admin- 
tration  kowtowing,  hope  that  a  little 
iber-rattling  might  prompt  Chinese 
waders  to  release  political  prisoners  or 
ilow  human  rights  activists  Fang  Lizhi 
nd  his  wife  Li  Shiuxian  to  go  abroad. 
Passage  of  the  bill  is  not  the  goal," 
lys  Kostmayer.  "The  goal  is  change  on 
hina's  part." 

If  Congress  votes  to  strip  China's  MFN 
atus,  it's  likely  that  Bush  could  sustain 
veto  if  he  chooses  to  invest  the  politi- 
j  il  capital.  But  if  the  debate  blows  out 
i  '  control  and  China  is  tarred  as  a  South 
i  frica-like  pariah,  the  brew  of  economic, 
j  ;rategic,  and  human-rights  issues  will 
5  explosive. 

By  Amy  Borrus  in  Washington  and 
inah  Lee  in  Hong  Kong,  with  Dori  Jones 
•ang  in  Seattle 


Commentary/by  Dinah  Lee 

THE  BEST  WAY  TO  WIN  REFORM  IN  CHINA: 
OLD-FASHIONED  REALISM 


Fi 


lor  nearly  a  decade,  Americans 
[agreed  that  China's  reformist 
trend  was  irreversible  and  that 
support  for  Deng  Xiaoping's  leadership 
was  a  vote  for  Chinese  free  enterprise. 
The  Tiananmen  massacre  one  year  ago 
shattered  that  consensus  and  left  U.  S. 
policymakers  groping  for  a  new  ap- 
proach to  China.  Now,  some  business 
leaders,  diplomats,  and  academics  in 
Beijing  and  Hong  Kong  are  arguing 
for  a  middle  course  that  would  avoid 
the  wild  swings  that  have  plagued 
U.  S.  policy  toward  China  for  decades. 

Call  it  old-fashioned  realism.  It  is  a 
policy  of  doing  business  on  a  case-by- 
case  basis  and  applying  selective  rath- 
er than  blanket  sanctions.  As  it's  now 
evolving,  this  approach  offers  the  best 
chance  for  the  U.  S.  to  win  permanent 
improvements  in  human  rights  in  Chi- 
na, rather  than  simply  making  itself 
feel  good  by  threatening 
all-out  sanctions. 

Although  sanctioning 
China's  repressive  govern- 
ment is  often  compared 
with  punishing  South  Af- 
rica's racist  one,  the  dif- 
ferences are  vast.  China  is 
a  huge,  self-contained  con- 
tinental power  capable  of 
withstanding  any  blast  of 
U.  S.  outrage.  European 
and  Asian  nations  fully 
recognize  this,  and  they 
are  quietly  expanding  eco- 
nomic ties.  So  is  the  Sovi- 
et Union. 

To  help  the  Chinese  the  right  way, 
the  U.  S.  needs  to  keep  the  reform 
movement  alive,  and  that  means  con- 
tinued economic  support  for  reformers. 
China's  entrepreneurs,  who  support 
the  political  reformers  by  seeking  more 
personal  and  economic  freedom,  will  be 
the  first  to  suffer  if  trade  and  invest- 
ment links  are  cut,  and  many  would 
simply  feel  betrayed. 
CREDIT  CUT.  In  many  regions  of  China, 
there's  still  strong  resistance  to  the 
Bejing  government's  heavy-handed 
control.  Supporting  entrepreneurs  in 
those  areas  with  export  contracts  helps 
reformers.  At  the  same  time,  withhold- 
ing military  technology  and  credit  from 
military  and  central  government  hard- 
liners sends  a  message  of  outrage.  In 
April,  for  example,  the  U.  S.  sold  China 
a  Hughes  Aircraft  Co.  satellite,  which 
is  good  for  American  business  and  for 


the  Chinese  who  receive  the  informa- 
tion it  transmits.  But  the  Bush  Admin- 
istration will  now  likely  withhold  the 
delivery  of  Grumman  Corp.  avionics 
from  the  Chinese  military. 

To  a  large  extent,  the  pattern  of 
American  business  activity  in  China 
supports  Chinese  who  want  to  resist 
Beijing's  moribund,  centralized  bureau- 
cracy. Honeywell  Inc.  has  downgraded 
its  office  in  Beijing,  where  state  agen- 
cies made  it  hard  to  do  business,  and  is 
now  doing  more  sales  from  Hong 
Kong.  Avon  Products  Inc.,  by  contrast, 
is  investing  in  China — but  in  Guang- 
dong, where  the  governor  is  helping 
foreign  investors  by  resisting  foreign 
exchange  controls  and  protecting  raw- 
material  supplies  from  central  control. 

On  the  human-rights  front,  the  U.  S. 
is  continuing  to  shelter  dissidents, 
ranging  from  Chinese  students  in  the 
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U.  S.  to  Beijing  Embassy  guest  astro- 
physicist Fang  Lizhi.  But  the  most  ef- 
fective gains  are  often  made  by  the 
unpublicized  efforts  of  American  En- 
glish teachers  in  Chinese  classrooms. 
Western  managers  in  joint-venture  fac- 
tories, and  long-term  scientific  and 
business  exchanges.  It  was  a  decade  of 
such  cooperation  that  helped  spawn 
Tiananmen's  idealistic  demonstrators. 

Finally,  the  U.  S.  is  withholding  ap- 
proval for  cheap  loans  to  China  be- 
cause it  believes  the  money  will  only 
further  corruption  and  waste.  It  is 
blocking  China's  application  to  join  the 
General  Agreement  on  Tariffs  &  Trade 
while  supporting  Taiwan's  application. 
Overall,  the  Americans  closest  to  China 
are  learning  that  a  one-dimensional  ai> 
proach  has  been  naive.  Old-fashioned 
realism  is  complicated  and  slow-work- 
ing, but  nothing  else  will  do  the  job. 
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MoDSoft  contij 
softwai^  by  taking  ail 


Microsoft  makes  over  50  software 
products  for  three  types  of  personal  com- 
puter platforms:  IBM"  PCs  and  compat- 
ibles, Macintosh'  and  PCs  running  OS/2. 

A  wide  variety,  indeed. 

Yet,  there  is  unparalleled  consisten- 
cy among  Microsoft  software. 

It  started  15  years  ago,  when  we 
set  out  to  create  powerful  products  that 
are  easy  to  use. 

No  ifs,  ands  or  buts. 

This  credo  isn't  above  the  door  as 
you  walk  in,  or  on  our  softball  jerseys.  But 
it  is  apparent  in  every  product  we  research, 
develop  and  manufacture. 

No  other  software  company  has 
proven  to  be  this  consistent. 

Which  makes  us  different.  By  not 
being  that  different  at  all. 

MICROSOFT"  PRODUCTS  HAVE 
SOME  VERY  COMMON  TRAITS. 

By  design,  Microsoft  applications 
will  work  the  same  on  all  of  today's  per- 
sonal computers. 

For  example,  Microsoft  Excel,  our 
spreadsheet,  for  Macintosh,  Windows™ 
and  OS/2  Presentation  Manager  systems, 
will  share  a  majority  of  their  respective 
programs.  A  policy  that  creates  uncanny 
similarities  across  all  three  platforms. 

Secondly,  throughout  our  word  pro- 
cessing, spreadsheet,  graphics  and  inte- 
gi'ated  software,  you'll  find  consistency  in 
our  pull-down  menus,  graphical  symbols 
(called  icons),  even  basic  commands. 
Everything  that  can  be  standardized,  is. 

So  working  with  multiple  applica- 
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tions,  exchanging  data,  or  sharing  filer 
with  co-workers,  becomes  quite  simple. ' 
Overall,  the  benefit  is  clear 
Once  you  learn  one  Microsoft  prod 
uct,  you're  well  on  your  way  to  knowing 
how  to  use  all  Microsoft  products.  | 
A  trait  you'll  find  endearing.  P 
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inorthodox  ^pDach. 


the  same. 

With  Our  software, 
Pictures  Do  the  talking. 

A  picture  is  much  more  interesting 
to  look  at  than  words. 

You  can  gain  more  knowledge  in 
less  time  from  pictures.  Universally,  more 
people  can  understand  pictures. 


Microsoft,  suffice  it  to  say,  is  big  on 
pictures.  Which  is  why  our  products  have 
a  liberal  dose  of  them. 

In  technical  terms,  it's  called  graph- 
ical user  interface,  or  GUI. 

What  it  all  means  is  that  complex 
command  sequences  are  replaced  with  a 
simple  point  and  click. 

In  turn,  you  get  more  access  to  the 
power  of  today's  PCs.  Making  you  more 
productive.  Building  your  confidence  to 
try  new  things.  Creating  new  opportuni- 
ties and  a  new  outlook  for  you. 

You  get  the  picture. 

THE  MORE  THINGS  CHANGE, 
THE  MORE  THEY  STAY  THE  SAME. 

The  personal  computer  industry 
will  continue  to  grow  at  a  tremendous  rate. 

And  we'll  be  a  big  part  of  it.  But  it 
won't  change  us.  We'll  continue  to  make 
software  that's  more  powerful,  while  si- 
multaneously making  it  easier  to  use. 

For  more  information  on  any  of  our 
products  from  systems,  languages  and 
local  area  networks  to  applications,  call 
(800)  541-1261,  Department  L17. 

You'll  see  how  everything  fits  to- 
gether And  how  Microsoft  products  for 
different  types  of  personal  computers  look 
and  work  the  same. 

Which  means  that  by  design,  entire 
corporations  can  use  Microsoft  software. 

One  person  at  a  time. 

Mkmsoft 

Making  it  all  make  sense 


t ')  ppk  Computer,  Incorporated.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  © 1990 Microsoft  Corporation  A II  rights  reserved. 
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WEST  GERMANY  I 


WORKING  MFTAU  THE  UNION  TALKED  TOUGH— THEN  DROPPED  FTS  CALL  FOR  A  35-HOUR  WEEK 


WHAT'S  HAUNTING  WEST  GERMAN 
UNIONS:  EAST  GERMANS  

The  sudden  availability  of  low-paid  workers  has  labor  on  the  run 


On  May  3.  I.  G.  Metall.  West  Ger- 
many's most  powerful  trade 
union,  was  full  of  fii'e.  The  2.6 
million-member  union  shut  down  the  ma- 
chinetool  industry  with  a  day-long  warn- 
ing strike  to  underscore  its  demands  for 
a  35-hour  week  and  an  S.5~f  wage  hike. 
But  less  than  24  hours  later,  the  union 
senled  for  much  less.  Workers  \^ill  get 
only  a  6^^  wage  increase  this  year,  and 
they  won't  get  the  3.5-hour  week  for  at 
least  five  yeai'S. 

Officials  on  both  sides  of  the  bargain- 
ing tiibie  say  the  union  was  forced  to 
back  down  by  the  new  availability-  of 
East  Germany's  labor  force  of  9  million. 
Their  average  pay  is  a  quarter  of  what 
West  German  workers  make  (table). 

Union  negotiators  feared  that  if  they 
held  to  a  tough  stance.  German  indusm" 
might  accelerate  its  investment  in  East 
Germany,  where  millions  of  low-paid 
workers  eagerly  await  jobs.  "We  were 
certainly  av^-are  that  there  are  people  out 
there  in  the  East  vs-ho  need  jobs."  says  a 
union  official.  And  Beau-ix  Kindler.  a 
spokeswoman  for  the  Metal  Industn^ 
Assn..  gleefully  notes  that  the  prospects 
of  a  united  Germany  and  a  sLngle  Euro- 
pean market  "made  the  union's  position 
less  comfo'-table." 

The  abi-upt  seulement  means  that 
V»'e5t  German  unions  will  no  longer  be 
able  to  score  big  gains  for  their  mem- 


60 


bers.  Following  the  I.  G.  Metall  deal. 
I.  G.  Medien.  the  printers'  union,  agi-eed 
to  stick  to  a  3S^-hour  week  for  the  next 
five  yeai-s  in  rerum  for  a  modest  6.8^^ 
wage  increase  this  year.  "A  high  num- 
ber of  potential  workei"s  in  East  Germa- 
ny v\ill  ceitainly  pressure  West  German 
unions  to  hmit  their  requirements."  says 
Rolf  Schneider,  an  economist  at 
Dresdner  Bank  in  Frankfrnt. 

To  sa-engthen  his  hand.  I.  G.  Metall 
boss  Franz  Steinktihler  is  eager  to  ex- 
tend the  high  pay  and  benefits  of  West 
Gennan  workers  to  East  Germany,  but 
he  has  failed  so  far.  Fii-st.  the  wage  gap 
between  the  nvo  counmes  is  just  too 
large  to  bridge  quickly.  Second,  other 
West  Geraian  labor  leaders  are  leery  of 
helping  East  Germar.  unions,  which  have 
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been  little  more  than  fronts  for  the  oj 
pressive  Communist  regime.  "The  repi:^ 
tation  of  [East  German  unions]  is  s 
■poor  that  cooperation  viith  them  at  th 
moment  would  be  too  risk}"."  says  Ems 
Breit  chief  of  the  DGB.  West  Germany" 
.\FL-CI0. 

Industn."  executives  aren't  crowin, 
about  their  \ictor}-  in  public.  In  fac 
they  agreed  to  stay  mum  to  avoid  hi 
miliating  the  union  negotiators  in  froi 
of  theii*  members.  "VSTiile  some  industr 
chiefs  fret  about  ha\ing  added  to  labc 
costs  that  ai-e  already  am^ong  the  highei 
in  the  world,  they  are  delighted  veil 
postponing  the  35-hoiu-  week,  whic 
would  have  amounted  to  a  T^c  increas 
in  costs  and  reduced  flexibilit}'.  "We  g( 
a  delay  in  a  cut  in  working  time,  an 
that  was  worth  it."  says  a  top  electro: 
ics  industn-  executive. 
GLOBAL  VIEW.  In  addition,  the  timing  c 
the  workweek  reduction  could  be  di 
layed  even  more.  The  union  agreed  t 
fiirther  talks  about  whether  German 
dustrj-  is  competitive  enough  in  glob; 
mai'kets  to  afford  a  shrunken  wor] 
week.  "If  the  economic  situation  wor 
ens  and  the  unions  see  thousands  of  jol 
in  danger,  we  trust  the  union  will  ha 
conmion  sense,"  says  a  Daimler  Bei 
executive. 

The  employers'  hand  has  bee 
sn-engthened  by  a  shift  in  workers'  at 
tudes.  A  recent  poll  of  Steinktihler 
members  foimd  that  t«-o-thirds  favon 
more  money  rather  than  shorter  hour 
Industry-  -R-ill  certainly  tn,-  to  capitah; 
on  this  change  to  push  the  imion; 
agree  to  weekend  and  night  shifts  ar 
more  flexible  work  rules. 

'^Tiat's  more,  the  cozy  relationship  b 
tween  West  German  labor  unions,  go 
emment.  and  industn- — one  of  the  ke^ 
to  West  Germany's  economic  succe, 
since  World  War  II — is  breaking  dov 
under  the  pressure  of  German  reunifii 
rion  and  the  move  toward  a  tmified  E 
ropean  market  in  1992.  And  antistril 
laws  passed  two  years  ago  have  al' 
chipped  away  at  the  unions'  bargainii" 
leverage. 

Even  leftist  politicians  such  as  Oskj 
Lafontaine,  the  Social  Democratic  Pari 
candidate  for  chancellor,  are  distancuj 
themselves  from  rigid  labor  demanci 
Lafontaine  shocked  workers  last  year  V 
saj-ing  that  the  unions  will  have  t-j  f 
more  flexible  if  Germany  is  to  retain  :i 
competitive  edge.  With  membership 
dining  and  pohtical  support  for  uniojl 
eroding,  labor  leadei*s  need  to  quickf 
forge  a  new  strategy-  for  the  1990s — o* 
that  doesn't  hamstring  German  compe- 
tiveness — or  else  risk  becoming  incre;- 
ingly  ii-relevent. 

By  Igor  Reichlin  in  Bonn  and  Co'. 
Schares  in  Sew  York 
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Liquid  Telephone 


1900 

Common  Baitery 
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Candlesiick  Desk  Set 


What  does  AKST  know  about  fax  machines? 


Actually,  we've  been  developing  our  fax  expertise  for 
over  one  hundred  years. 

It  all  began  with  the  "liquid  telephone."  Since  then, 
we've  been  at  the  forefront  of  evolving  communications 
technology  (In  fact,  we  introduced  the  first  commer- 
cial fax  in  1924  to  send  photographs  from  the  national 
conventions  in  Cleveland  to  other  U.S.  cities.) 


So,  is  it  any  wonder  tliat  AT&T  has  just  the  riglit  fax 
machine  for  your  business?  Our  complete  line  includes 
our  new  Personal  Fax:  the  first  and  only  two-line  tele- 
phone witli  full-featured  fax  capabilitx:  So  you  can  talk 
and  fax  at  the  same  time. 

If  you  really  want  to  know  what  AT&T  knows  about 
faxes,  pick  up  the  phone.  Call  1 800  24'7-1212,  Ext.  546. 


AT&T 

The  right  choice. 
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Most  of  the  time  we  work  on  challenging  problenrs^/i 


We  re  at  home  on  the  hiyh  seas. 
For  more  than  40  years,  Raytheon 
has  been  supplying  the  Navy  and 
commercial  vessels  with  the 
latest  in  electronic  equipment. 

During  that  time,  we've 
solved  many  complex  problems 
tor  big  ships. 

But  there's  another  side  to  our 
marine  electronic  business. 

Raytheon  makes  a  complete 
line  of  integrated  electronic 
equipment  tor  sport  fishermen. 

Fish  Finders.  Radar.  Loran. 
Global  Positioning  Systems. 


Track  Plotters. 

Sportfishing  is  a  tough  and 
competitive  sport.  It's  a  race 
against  time  and  a  race  against 
other  fishermen. 

Our  electrt)nic  equipment  helps 
fishermen  get  to  the  tish  taster 
and  find  them  easier. 

A  fully  equipped  sporttishing  boat 
represents  a  serious  investment. 

Naturally,  the  sport  tisherman 
takes  his  fishing  seriously. 

So  do  we. 

Raytheon  Company,  141  Spring 
Street.  Lexington.  MA  02173. 


Where  quality  starts  with  fundamentals 


Unfortimately,  the  80's 
were  only  practice. 


You  cut  the  fat.  Maybe  some  of  the  bone.  You  restructured.  Shed 
businesses.  Faced  hostile  takeovers,  wTenching  technological  change 
and  relentless  global  competition.  Those  were  the  good  old  days. 
Because  tough  as  the  80  s  were,  they  were  just  a  warm-up  for  the  90's. 

Fortunately,  the  CIGXA 
companies  can  help. 

With  programs  like 
integrated  managed  care, 
which  are  slowing  the 
spiraling  medical 
costs  that  now  threaten 
.Ajnerican  business. 

With  loss  control 
senices  that  ha\'e  reduced 
the  frequenc}'  and  se\'erit\' 
of  claims  by  more  than 
50°  0  for  se\'eral  long-term 
propert}'  and  casualty 
customers. 

With  tlie  lai'gest  net^vork 
of  pension  sales  and 
seiAice  specialists.  Whose 
fdl-senice  approach  has  led  to  client  and  asset  retention  rates  of  o\'er  93%.  j 
And  in  investment  management,  our  global  approach  and  long-term 
focus  enable  us  to  achieve  consistent  results.  Like  one  of  the  industr\"'s 
best  performance  records  in  private  placements. 

Write  the  CIGNA  companies.  One  Libert}'  Place-RG.  Phila.,  PA  19101. 
Because  the  90's  are  coming.  .And  they're  coming  in  spikes  up. 


We  get  paid  for  resultsr 


CIGNA 
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NATO  IS  MOVING  ITS  MANEUVERS 
TO  THE  CONFERENCE  TABLE 


Until  a  few  months  ago,  the  Soviet  threat  to  Western 
Europe  was  the  glue  that  held  the  NATO  alliance  togeth- 
er, as  it  had  done  for  four  decades.  But  NATO  seems  in 
tie  danger  of  coming  unstuck,  even  though  the  threat  from  the 
East  is  rapidly  diminishing.  In  fact,  the  Western  alliance 
seems  likely  to  continue  as  a  primary  shaper  of  the  new 
Europe  for  years  to  come.  And  it  will  do  so  under  the  continu- 
ing leadership  of  the  U.  S. 

This  prospect  might  seem  at  odds  with  the  major  cutbacks 
m  armed  forces  that  most  of  NATO's  16  members  are  now 
considering.  On  May  3,  President  Bush  announced  steps  that 
should  lead  to  a  phaseout  of  ground-based  Ameri- 
can nuclear  weapons  in  Central  Europe.  The  U.  S. 
s  also  negotiating  with  Moscow  to  reduce  both 
J.  S.  and  Soviet  forces  stationed  in  Germany  to 
195,000  troops  each,  and  Washington  is  expecting 
;hat  number  to  fall  eventually  as  low  as  50,000.  In 
Bonn,  proposals  currently  being  discussed  within 
,he  ruling  coalition  would  shrink  West  Germany's 
)wn  armed  forces  to  350,000  troops,  down  from 
[56,000. 

SUMMER  SUMMIT.  President  Bush,  however,  has 
ilso  called  for  an  alliance  summit  to  be  held  in 
ate  June  or  early  July,  probably  in  London,  to 
trengthen  NATO's  political  role  in  "managing  and 
stabilizing  the  transformation  of  Europe."  In 
act,  NATO  has  always  been  a  political  as  well  as  a 
nilitary  alliance,  providing  the  forum  for  coordinating  the 
Vestern  democracies'  policies  toward  the  Soviet  Union.  Now, 
]ush  says  that  NATO  should  help  launch  a  summit  next  fall  of 
he  Conference  on  Security  &  Cooperation  in  Europe  (CSCE),  a 
accessor  to  the  1975  Helsinki  conference  of  33  European 
ountries,  the  U.  S.,  and  Canada.  The  goal  is  to  allow  Eastern 
iUropean  nations  and  others  outside  NATO  to  have  a  more 
ctive  voice  in  shaping  Europe's  future.  The  CSCE  may  even 
lecome  a  permanent  organization,  starting  with  functions 
uch  as  verifying  arms-control  agreements,  but  it  would  in  no 
/ay  i-eplace  NATO.  Instead,  NATO  countries  would  form  a  pow- 


IN  BONN:  GENSCHER, 
SHEVARDNADZE,  BAKER 


erful  bloc  within  the  broader  organization  and  would  be  likely 
to  dominate  it. 

NATO  also  has  strong  Western  European  public  support.  Al- 
though the  Warsaw  Pact  has  collapsed — and  with  it  the  threat 
of  Soviet  aggression — there  are  few  calls  in  Western  Europe 
to  send  American  troops  home.  The  U.  S.  presence  is  still  seen 
by  Europeans,  both  East  and  West,  as  a  guarantor  of  stability 
and  a  reassurance  against  anxieties  aroused  among  Germa- 
ny's neighbors  and  allies  by  the  prospect  of  a  powerful,  uni- 
fied German  nation.  "Who  else,  if  not  the  U.  S.,  can  try  to 
harmonize  the  interests  of  Germans  to  be  reunited,  the  fear  of 
some  of  its  neighbors,  and  the  legitimate  security 
concerns  of  the  Soviet  Union?"  asks  NATO  Secre- 
tary General  Manfred  Worner,  a  former  West 
German  defense  minister. 

In  West  Germany  itself,  despite  irritations 
caused  by  a  large  U.  S.  troop  presence,  there's 
little  sentiment  in  favor  of  an  American  pullout. 
Some  factions  of  West  Germany's  Social  Demo- 
cratic Party  want  the  Americans  to  leave,  but 
that's  not  likely  to  be  a  popular  position  in  next 
December's  parliamentary  election.  "The  Ger- 
mans can't  ask  us  to  get  out,  beause  that  would 
set  off  concern  among  their  neighbors,"  says 
Gregory  F.  Treverton,  a  European-affairs  expert 
at  the  Council  on  Foreign  Relations. 
Germans  will  want  American  troops  to  stay  in 
West  Germany  at  least  as  long  as  Soviet  troops  remain  in  East 
Germany.  Talks  on  unifying  Germany  began  in  early  May  with 
leaders  from  East  and  West  Germany  and  the  four  Allied 
victors  of  World  War  II.  As  part  of  unification  agreements, 
Soviet  troops  are  expected  to  stay  on  in  East  Germany  for  at 
least  five  years  after  the  two  states  are  merged,  and  possibly 
for  seven  years  or  more.  That  means  that  the  U.  S.,  together 
with  the  NATO  alliance  that  supports  the  American  presence, 
seems  likely  to  play  a  key  role  in  the  transition  from  a  divided 
to  a  more  united  Europe  through  much  of  the  decade. 

By  Bill  Javetski  in  Washington,  with  bureau  reports 


3LOBAL  WRAPUPI 


BRAZIL 


President  Fernando  Collor  de  Mello 
is  opening  up  Brazil's  highly  pro- 
tected market  as  part  of  his  strategy 
to  reshape  the  inflation-racked  econo- 
my. On  May  4,  Collor  ended  Brazil's 
ban  on  imports  of  hundreds  of  prod- 
ucts, including  cars,  telephone  equip- 
ment, and  most  electronic  products. 

Still  restricted  are  imports  of  com- 
puters, which  will  require  action  by 
Brazil's  Congress.  For  other  products, 
Collor  replaced  the  import  ban  with  du- 
ties as  high  as  85%.  The  duties  allow 
more  bargaining  flexibility,  however, 
in  negotiations  with  trading  partners. 
Collor  is  also  expected  to  use  the  du- 


ties to  prod  Brazil's  auto  manufactur- 
ers— Ford,  GM,  Volkswagen,  and  Fiat — 
to  cooperate  with  his  economic  plan. 
He  wants  them  to  keep  up  employment 
levels  despite  the  sharp  downturn  in 
auto  sales  caused  by  his  monetary 
squeeze.  Collor  can  threaten  to  cut  the 
duties  and  increase  import  competition 
should  the  auto  makers  start  massive 
layoffs. 

EL  SALVADOR  

Prospects  for  settling  El  Salvador's 
civil  war  look  better  than  at  any 
time  since  the  fighting  began  10  years 
ago.  On  May  16,  negotiators  for  the 
Salvadoran  government  and  for  6,000 
Marxist  guerrillas  will  meet  in  Caracas 


to  start  peace  talks  under  United  Na- 
tions auspices,  with  the  U.  S.  backing 
the  U.  N.  role.  And  Congress  seems 
likely  to  prod  both  President  Alfredo 
Cristiani  and  the  guerrillas  toward  a 
settlement  by  tying  tight  strings  to  $85 
million  of  military  aid  and  $300  million 
of  economic  help  for  El  Salvador. 

To  get  the  military-  funds,  El  Salva- 
dor would  have  to  pursue  the  negotia- 
tions. The  aid  would  also  be  linked  to 
progress  in  bringing  to  justice  the  kill- 
ers— believed  to  be  military  men — of 
six  Jesuit  priests.  And  the  legislation 
would  put  pressure  on  the  guerrillas 
by  providing  for  release  of  all  funds  to 
the  army  if  the  rebels  stop  negotiating 
or  launch  a  major  offensive. 
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The  Future  |s  Not  What  |t  Used  Jo  Be. 


Funny,  isn't  it, 
how  views  of  the  future 
change  so  rapidly. 
Just  ask  any  visionary  you 

happen  to  meet. 
Today,  scores  of  people 
are  trumpeting 
the  virtues  of  networking. 

We  at  Novell 
defined  the  industry.  Since 

then,  we  have  become 
synonymous  with  Network 

Computing,  and  our 
software  products  are  now 
in  their  eighth  generation. 

You  see,  we'  re  not 
in  the  prediction  business. 
We're  m  the  real  ity 
business.  We  don't  look 

at  the  world  through 
a  crystal  ball.  We  look 
at  it  through  the  eyes 

of  our  customers. 
Which  IS  why,  if  you 
have  an  eye  on  the  future, 
you'd  do  well  to  consider 
the  people  who 
made  it  possible. 


^NOVELL 


* 


The    Past,    Present,    and  Future 
of   Network  Computing. 
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SPONSORS  I 


WILL  STEEPLECHASING 
CLEAR  THIS  HURDLE? 


The  blue-blood  sport  is  suddenly  popular — maybe  too  popular 


For  decades,  The  Plains,  Va.,  and  the 
Virginia  Gold  Cup  have  been  a  per- 
fect match.  The  Plains,  a  bucolic 
hamlet  in  the  heart  of  Virginia  hunt 
country,  is  a  short  ride  from  the  sprawl- 
ing estates  of  such  wealthy  locals  as 
Paul  Mellon  and  Jack  Kent  Cooke.  Dog- 
wood and  azalea  add  to  this  idyllic  and 
oh-so-proper  setting  for  one  of  steeple- 
chasing's  most  prestigious  events. 

But  a  surge  in  the  sport's  popularity 
and  a  wave  of  commercialism  are  trans- 
forming what  was  once  an  exclusive  out- 
ing for  the  horsey  set  into  an  equestrian 
Super  Bowl.  At  the  May  5  running  of 
the  four-mile  event,  navy-blazered  blue 
bloods  sipped  fine  wines  in  their  private 
tents  and  were  nearly  moved  to  tears  as 
Sugar  Bee,  the  only  horse  ever  to  win 
the  Virginia  Gold  Cup  and  the  Maryland 
Hunt  Cup,  took  a  retirement  gallop 
around  the  course.  But  most  of  the 
42,000  fans  didn't  take  the  race  quite  so 
seriously.  They  paid  more  attention  to 
the  pregame  show  featuring  skydivers 
and  a  flying  circus,  the  Domino's  pizza 
deliverymen,  and  beer  kegs  mounted  on 
pickup  tr  !cks.  "Nobody's  watching  the 
races,"  s.:ys  Bill  Reddick,  a  local  govern- 
ment employee.  "We  are  here  for  the 
tailgating." 

Like  tennis  and  golf,  steeplechasing  is 
a  once-genteel  sport  that's  chasing  big 


bucks — and  being  radically  altered  in  the 
process.  It's  no  surprise  that  Rolex, 
BMW,  and  Merrill  Lynch  sponsor  steeple- 
chases to  woo  the  wealthy  patrons.  But 
now  come  Coors,  Budweiser,  and  Bolla 
wine.  The  reason:  Attendance  is  soaring 
as  more  and  more  suburbanites  come  to 
the  races.  Overall  attendance  has 
jumped  from  around  500,000  in  1980  to 
900,000  last  year. 

Steeplechasing  has  substantial  advan- 
tages over  such  rival  sports  as  polo, 
which  switches  match  sponsors  each 
week,  according  to  Harlan  S.  Stone,  vice- 
president  of  Advantage  Internation 
al  Inc.,  the  Washington 
(D.  C.)  sports  marketing 
firm.  Steeplechasing  al- 
lows a  company  to 
dominate  a  major 
event.  BMW,  for  in- 
stance, was  able  to 
push  its  cars  before 
during,  and  after  the 
Gold  Cup.  The  pro- 
motion began  when 
customers  whn 
test-drove  BMW.- 
got  20%  off  the 


THE  RACES  ARE 
PRIMARILY  A 
SOCIAL  EVENT 
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price  of  Gold  Cup  tickets.  At  the  ra( 
itself — broadcast  live  by  Home  Tea: 
Sports  and  Sports  Channel  America-; 
shiny  new  "Beemers"  were  plact: 
around  the  grounds.  And  as  Von  Cs 
dek,  a  magnificent  8-year-old  geldin  ; 
neared  the  finish  line,  the  announc  i 
couldn't  resist  slipping  in  a  plug:  "V( 
Csadek,"  he  roared.  "He's  an  ultima 
driving  machine — just  like  a  BMW." 
BEER  AND  PIZZA?  Long  after  the  la: 
horse  cleared  the  final  hurdle,  BMW  wl 
be  left  with  a  substantial  mailing  li:; 
The  total  cost  to  the  company:  a  m- 
$100,000.  That's  far  less  than 
$500,000  often  spent  to  sponsor  a  tenr 
tournament — for  a  smaller  audiem 
Steeplechasing  is  "very  cost-efficien' 
notes  Patricia  E.  Sheehan,  BMW's  m 
Atlantic  marketing  director. 

There  could  be  a  problem,  thouf 
Steeplechasing  could  become  too  po{ 
lar.  Sponsors  don't  want  to  dilute  t 
demographics  of  its  traditional  fans.  1 
thur  W.  Arundel,  who  built  and  donat 
the  Gold  Cup's  course  and  chairs  t 
race  committee,  says  he  seeks 
"broad-based  but  basically 
scale  audience,"  much  like  that 
tennis. 

So  how  do  you  keep  out  i 
beer-and-pizza  crowd?  Tha 
be  tough.  Tickets  cost 
little  as  $5.  The  couri 
are  in  some  of  the 
tion's  most  beauti 
meadowlands. 
races  are  exciting 
easy  to  understai 
And  where  else  c 
you  rub  elbows  w 
the  likes  of  Prince 
Anne  and  Ollie  NortI 
By  Peter  Hong  in 
Plains,  Va. 
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Check  Into  Any 
Marriott  With  Visa  And  You'll 
Check  Out  With  A  Gift 
Every  Time. 


pivc  Years  Of 
Marriott  Resort 

Vocations 


\ 


A 


If  you  have  a  Visa  card,  we  have  something  special  for  you. 
Because  we'll  give  you  a  free  gift  every  time  you  use  your  Visa 
card  to  check  into  any  Marriott  Hotel  &.  Resort  or 
Suites,  Residence  Inn,  Courtyard  or  Fairfield  Inn. 
This  offer  is  available  exclusively  to  Visa  card 
holders  fi-om  May  1st  through 
August  31st,  1990. 

Ydu  could  receive  five  years  of 
week-long  holidays  at  Marriott 
Resorts,  a  trip  to  the  Orient  featur- 
ing a  stay  at  the  Hong  Kong 
Marriott,  or  one  of  our  many  three- 
day  weekend  getaway  packages  to  some  of  the  hottest  spots 
in  the  U.S.,  fi-om  San  Francisco  to  the  Horida  Keys.  Plus 

«> 

>N3rriott. 

HOTELSRESORTS 
1-800-228-9290 


Marriott 
Dining  Discouni 


special  values  from  American  AirUhes, 
dining  discounts,  and  more!       '  ' 
Also,  remember  to  guarantee  your  Iv^rriott 
reservation  with  Visas  Guar- 
anteed Reservation  Service. 
vvfee/^-^,„„  -r.^.    /  ■  Tliat  way,  you  can  be  sure 
that  your  room  and  your  gift 
are  going  to  be  there,  when- 
ever you  get  there. 
So  whether  you're  planning  a  business 
trip,  a  romantic  weekend  for  two,  or  the 
family  vacation,  remember  Marriott.  And 
remember  your  Visa  card.  Because  when  you  check  into 
Marriott  with  Visa,  everyone  checks  out  a  winner,  j 


\'alua\i\e  Smiiigs  On 
AmencanAirlines 


COURHARD 

1-800-321-2211 


1-800-228-2800 


1-800-331-3131 


NO  PURCHASE  NECESSARY  Void  where  prohibited .  Open  to  U  S.  residents  18  years  or  older;  addi- 
tional age  restrictions  may  apply  to  some  prizes.  Game  expires  8/31/90  or  sooner,  if  gamecard 
supply  is  exhausted.  For  complete  official  rules  and  a  gamecard.  send  a  self-addressed,  stamped 
envelope  to  Official  Rules  P.O.  Box  1242,  Elmhurst,  IL  60126-8242  by  8/31/90  (WA  residents  may 
omit  return  postage.)  Sweepstakes  subject  to  complete  official  rules,  which  are  available  at  par- 
ticipating hotels  and  resorts.  PRIZES:  GRAND  (1)  Five  years  of  week-long  vacations  at  tvtarriott 
Resorts.  Approx  retail  value  $12,900  (odds:  1  1 ,172,610).  FIRST  (5)  A  trip  to  the  Orient  Approx 


retail  value  S10,350(odds:  1 :234,522).  SECOND  (50)  Week-ionf)  vr.'.,al;on  a!  ariy  Marriott  Hotel  or 
Resort  in  the  Continental  U  S  Approx  retail  value  $1,930  (odd.s:  1  23.452).  THIRD  (200)  3-d;iv 
weekend  Getaway  Package  at  any  Marriott  Resort  in  Continental  U.S.  Approx.  retail  value  :51  iZi. 
lodds:  1:5.863)  FOURTH  (140.695)  2  American  Airlines  S25  discount  coupons  App"--  i':^ 
$50  (odds  1 ,8) .  FIFH  (123.000)  Dining  discount  at  participating  Marriott  Hotel  or  R-  r. . 

Approx,  retail  value  $21.  (odds:  1:10).  SIXTH  (126,869)  Gift  Shop  30%  discount  -  .  x 

retail  value  S9.  (odds:  1:9).  '.<;  Visa  U  S  A.  Inc.  1990 


e  engine.  "Hey  does 


enhancement  of  a  truly  luxurious  driving  experience. 

Speaking  of  which,  its  time  to 
this  feel  good  "  (278  horsepower,  45-lit 
perhaps  because  of  their  rarity,  tend  to  evo 

d9  seconds  later,  you  find  yourself  going  60  mph. 
Thats  where  the  " 

To  fine 

performance  lux 

your  nearest  I 


e  name  of 


When 
it  comes  to 
heating 
and  air 
conditioning, 
over 
50,000 
leading 
executives 

think 
one  way: 


arketin 


ADVERTISING! 


AND  NOW, 

RUE  DE  MADISON? 


to 


Flush  French  ad  agencies  are  buying  into  U.S.  shops 


In  advertising  as  in  life,  the  French 
have  few  hangups.  One  current 
French  TV  spot  has  a  transvestite 
prostitute  hawlving  shoes.  A  mineral-wa- 
ter commercial  shows  an  athlete  enter- 
ing an  outhouse  and  reemerging  with  a 
grin  of  relief.  Bared  breasts  are  de  H- 
gucur.  "We  don't  need  an  excuse  to  take 
off  a  woman's  clothes,"  says  Maurice 
Levy,  chairman  of  Publicis,  France's  sec- 
ond-largest agency.  Still,  for  all  their 
creative  audacity,  French  ad  agencies 
have  been  surprisingly  inhibited  in  their 
international  strategy.  While  British 
agencies  were  aggres- 
sively expanding  across 
the  Atlantic,  the  French 
stayed  holed  up  in  a 
cozy  home  market. 

Now  the  reverse  is 
true.  Aided  by  robusl 
profits  and  pressed  by  a 
growing  concern  that 
the  U.  S.,  Britain,  and 
Japan  are  carving  u{j 
the  global  ad  market 
without  them,  the 
French  are  bursting 
onto  the  world  scene. 
While  Saatchi  &  Saatchi 
and  WPP  Group  have 
sworn  off  any  more 
large  acquisitions,  the 
French  are  buying  up 
big  stakes  in  the  U.  S. 
(table).  "First  we  were 
in  charge.  Then  the 
British  had  their  reign. 
Now,  it's  the  turn  of 
the  French,"  says  Jerry 
Delia  Femina,  whose 
New  York  agency  last 
fall  became  a  subsidiary 
of  Eurocom,  France's 
No.  1  agency. 
OVEREXTENDED?  Unlike 
the  British,  who  bought 
100%  of  their  U.  S.  tar- 
gets, the  French  are  of- 
ten content  with  minor- 
ity stakes.  In  April,  for 
example,  Paris-based 
Boulet  Dru  Dupuy  Petit 
bought  A07o  of  Wells, 
Rich,  Greene  Inc.,  a 


Frt 


highly  regarded  agency  whose  clients  ir 
elude  IBM  and  Philip  Morris  Cos.  Pari 
ad  executives  estimate  that  bddp  is  paj 
ing  about  $60  million,  a  figure  neith' 
agency  would  confirm. 

More  such  links  are  likely:  Roux,  S( 
guela,  Cayzac  &  Goudard  has  bougl 
two  medium-size  U.  S.  agencies  outrigh  iiiit 
and  RSCG  senior  executive  Jean-Mich( 
Goudard  says  the  agency  is  scouting  fc 
more.  Eurocom  is  looking  at  three  mi( 
size  New  York  agencies  and  is  even  tall 
ing  acquisition  with  ailing  Saatchi.  Sin^ 
Saatchi  stock  is  trading  so  low,  such 


BOUIET:  "TO  SURVIVE,  WE  HAVE  TO  BUILD  UP  INTERNATIONAL! 
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MARKE 


leal  could  give  Eurocom  Saatchi's  still- 
lealthy  American  agencies  at  a  bargain 
)rice. 

As  they  quicken  their  pace  of  acquisi- 
;ions,  the  French  risk  overextending 
;hemselves  as  much  as  Saatchi  has.  Yet 
;op  French  ad  executives  say  they  have 
10  choice  but  to  press  on.  "If  we're  go- 
ng to  survive,  we  have  to  build  up  inter- 
lationally,"  says  Jean-Claude  Boulet, 
JDDP's  chairman.  Multinational  clients 
;uch  as  Campbell  Soup  Co.  and  Nestle 
ire  consolidating  their  accounts  with 
'ewer  agencies — a  result  of  tighter  mar- 
ceting  budgets  and  a  desire  to  stream- 
ine  ad  strategies  before  market  barriers 
Irop  in  Europe  in  1992.  To  make  the 
ihort  list  in  the  race  for  global  accounts, 
he  French  say  they  need  more  scale. 

With  French  clients  expanding  aggres- 
lively  into  foreign  markets,  Paris  agen- 
;ies  also  want  worldwide  networks  to 
lold  on  to  their  business.  Publicis,  for 
(xample,  formed  the  first  big  Franco- 
\.merican  alliance  with  Chicago-based 
''oote,  Cone  &  Belding  Communications 
Rc.  in  1988.  Publicis  Chairman  Levy 
says  that  without  the  added 
reach  of  FCB,  the 


FRENCH  CONNECTIONS 

PUBLICIS 

vns  20%  of  Foote,  Cone  &  Belding, 

which  owns  26%  of  Publicis 
Combined  billings:  $4.6  BILLION 

EUROCOM 

ntrols  60%  of  Delia  Femina  McNa- 
nee  and  several  smaller  agencies 
Combined  billings:  $3.4  BILLION 

BOULET  DRU  DUPUY  PETIT 

olds  40%  of  Wells,  Rich,  Greene, 
'hich  has  bought  a  third  of  BDDP 
Combined  billings:  $1.6  BILLION 

UX  SEGUELA  CAYZAC  &  GOUDARD 

)wns  two  medium-size  agencies, 
'w  York's  Messner  Vetere  Berger 
'arey  Schmetterer  and  Chicago's 

Tatham-Laird  &  Kudner 
'Combined  billings:  $1.2  BILLION 

DATA:  ADVIRTISINC  ACt.  COMPANY  REPORTS 


agency  might  eventually  lose  the  lucra- 
tive accounts  of  such  big  French  clients 
as  L'Oreal,  even  in  France. 

U.  S.  agencies  that  team  up  with  the 
French  see  benefits  as  well:  They  gain 
international  reach  without  the  enor- 
mous cost  of  starting  up  in  Europe  from 
scratch.  Messner  Vetere  Berger  Carey 
Schmetterer,  a  small  New  York  agency, 
plans  to  launch  a  European  ad  campaign 
for  client  Commodore  International  Ltd. 
The  agency  says  it  couldn't  have  done 
that  without  the  resources  of  its  French 
owner,  RSCG. 

ON  A  BANK  ROLL.  Many  of  the  French 
executives  involved  in  these  deals  have 
experience  with  U.  S.  agencies:  BDDP 
Chairman  Boulet  once  headed  Young  & 
Rubicam  Inc.'s  European  operations. 
And  the  French  now  have  deep  pockets 
to  finance  their  American  ambitions. 
Their  economy  has  been  flourishing,  and 
advertising  expenditures  jumped  127'  in 
1989.  French  agencies  have  benefited 
hugely  from  the  government's  deregula- 
tion of  French  television,  which  in- 
creased the  number  of  channels.  Encour- 
aged by  the  success  of  the  agencies, 
banks  have  become  eager  lenders  and 
equity  holders.  French  banks  that  own 
257^  of  BDDP  are  boosting  their 
stake  to  35%  to  help  finance 
the  Wells  Rich  acquisition. 

But  the  French  must  be  care- 
ful they  don't  overpay.  Growth 
in  U.  S.  advertising  has  slowed 
to  a  crawl.  And  it's  unclear  how 
many  clients  will  end  up  taking 
advantage  of  these  French-Ameri- 
can networks.  Wells  Rich  handles 
IBM's  corporate-image  account  in 
the  U.  S.  But  IBM  uses  another 
agency  in  Europe  and  says  it  has  no 
plans  to  switch. 

The  French  also  may  be  creating 
future  problems  by  buying  pieces  of 
U.  S.  agencies  instead  of  buying  them 
outright.  Publicis  owns  just  20%  of  FCB, 
while  Eurocom  has  a  30%  stake  in  a 
Franco-American-Japanese  alliance 
called  HDM.  "If  you  don't  own  a  major- 
ity, you  can't  manage  it,"  says  Goudard 
of  RSCG,  which  bought  out  its  U.  S.  agen- 
cies completely.  BDDP's  Boulet  says  he 
expects  to  own  up  to  60%  of  Wells  Rich 
in  a  few  years  but  will  stop  short  of 
total  ownership  so  that  his  American 
partners  will  retain  a  stake. 

One  thing  the  Americans  probably 
won't  lose  is  their  creative  control:  U.  S. 
consumers  seem  to  prefer  the  straight 
sales  pitch  or  cheeky  humor  of  American 
and  British  commercials  to  the  subtle 
visual  elegance  of  Gallic  ads.  But  if  the 
French  can  avoid  the  missteps  of  the 
British  in  their  bid  for  global  clout,  cre- 
ative panache  is  one  commodity  they 
won't  mind  leaving  at  home. 

By  Stewart  Toy  in  Paris  and  Mark 
Landler  in  New  York 


They 
Think  LINC: 


And  for  good  reason.  Like 
you,  these  executives  have 
a  lot  on  their  minds.  They 
don't  want  to  woriy  about 
potential  heating  and  air' 
conditioning  problems  in 
their  commercial  buildings- 
is  the  system  running  effi- 
ciently or  wasting  money? 
Are  the  components  being 
properly  serviced  to  ensure 
long  equipment  life?  Will 
an  equipment  failure  break 
the  budget? 

With  LINC  Ser-vice®,  they 
—and  you— don't  have  to 
worry  LINC  Service®  takes 
care  of  everything.  For  a 
budgetable  monthly  amount, 
youi'  authorized  LINC  Service® 
Contractor  will  do  whatever 
it  takes  to  keep  your  heating 
and  air  conditioning  system 
I'unning  reliably,  efficiently, 
and  affordably 

That's  Guaranteed  Profes- 
sional Maintenance.  And  for 
executives  who  have  chosen 
LINC  SeiTice®,  that's  peace 
of  mind. 

So,  why  woriy  about  your 
heating  and  air  conditioning 
system,  THINK  LINC®.  It  could 
be  one  of  your  best  executive 
decisions  ever. 

For  more  information, 
talk  to  your  Line  Service® 
Contractor. 


SERVICE 


<ETING 
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Intergraph  Lets  You  See  The 
Forest  And  The  Trees 


A  good  strategy  is  to  have  one. 
Especially  when  it  comes  to  manag- 
ing your  technical  environment.  But 
too  many  companies  see  the  trees  and 
lose  sight  of  the  forest.  They  miss  the 
big  picture,  so 
they  miss  big 
opportunities. 

That's  why 
it's  important  to 
think  globally 
and  act  locally. 
To  know  which 
way  the  winds 
of  technological  change  are  blowing^ 
To  think  ahead  so  you  can  stay  ahead. 

How  do  we  know?  Because  for 
20  years  we've  managed  our  own 
technological  forest.  We've  intro- 
duced the  most  advanced  interactive 
graphics  workstations  and  software 


products  in  the  world.  And  pieced 
them  into  a  total  picture,  from  the 
ground  up.  For  computer-aided 
design  and  manufacturing,  mapping, 
architectural  engineering,  land-use 

planning,  elec- 
tronic publish- 
ing, and 
mechanical 
engineering. 
Products  for 
^  industry,  gov- 
ernment and 
municipalities. 
Products  for  hundreds  of  the  largest 
corporations  and  government  agen- 
cies in  the  world. 

We're  Intergraph.  And  we'll  help 
you  see  the  big  picture.  Call  us  today 
toll  free  at  1-800-826-3515.  You'll 
see  the  difference. 


INTERGRAPH 


e 


DEALMAKERS^H 


THE  FINANCIAL  WHIZ 
SETTING  TORCHMARK  ABLAZE 


But  President  Jon  Rotenstreich  needs  to  come  up  with  a  fancy  deal  to  win  American  General 


Jon  W.  Rotenstreich  was  a  whiz 
kid — a  partner  at  Salomon  Brothers 
at  the  ripe  old  aj^e  of  29.  One  of  his 
specialties  was  dreaming  up  new  types 
of  financing.  He  pioneered  the  use  of 
currency  swaps  in  the  early  1980s,  and 
he  was  among  the  first  to  champion 
zero-coupon  bonds.  "Other  people  would 
approach  problems  by  going  A-B-C-D," 
recalls  Peggy  0.  Williams,  a  former  Sal- 
omon vice-president  who  now  works  at 
Swiss  Bank  Corp.  "Jon  would  say:  'A-B- 
aha!-Q-R-S . . ."' 

Rotenstreich,  46,  still  likes  to  leapfrog 
conventional  thinking.  Over 
the  past  four  years,  as  presi- 
dent of  Torchmark  Corp.,  he 
and  Chairman  and  Chief  Exec- 
utive Ronald  K.  Richey  have 
awakened  the  once-sleepy  in- 
surance company.  Thanks  in 
large  part  to  a  $700  million 
stock-repurchase  program,  Ro- 
tenstreich has  boosted  its 
shares  from  22  in  1986  to 
around  45 Vi.  He  has  also  fine- 
tuned  its  $3.5  billion  invest- 
ment portfolio  to  better  capi- 
talize on  interest-rate  swings. 
And  he  has  tried  to  turn 
Torchmark  into  a  major  take- 
over player.  His  latest  effort: 
a  $6.3  billion  bid  for  American 
General  Corp.,  an  insurer  with 
$32  billion  in  assets  to  Torch- 
mark's  $5  billion. 
DUE  FOR  A  FALL?  This  time, 
Rotenstreich  (pronounced 
ROTE-en-strike)  may  have 
tried  too  big  a  jump.  Conclud- 


gets:  American  National  Insurance,  Te- 
ledyne  spinoff  Unitrin,  Capital  Holding, 
Liberty,  and  Independent  Life  &  Acci- 
dent Insurance.  His  goal  is  to  make  a 
major  acquisition,  he  says,  then  "jump 
the  fence  and  move  over  to  the  opera- 
tions side." 

For  now,  he  is  almost  exclusively  a 
deal  man.  He  works  out  of  a  New  York 
office  with  eight  staffers,  while  Richey, 
63,  directs  operations  from  Torchmark's 
Birmingham  (Ala.)  headquarters.  Their 
roles  are  as  far  apart  as  their  desks:  The 
day  after  American  General  put  itself  up 


ROTENSTREICH  WANTS  TO  -'MOVE  OVER  TO  THE  OPERATIONS 


ing  that  Torchmark's  unsolicited  offer 
had  forced  it  into  play,  Houston-based 
American  General  put  itself  up  for  sale 
on  May  2.  But  it  isn't  at  all  certain  that 
Torchmark  will  win  the  auction,  expect- 
ed to  begin  in  a  few  weeks.  Now  that 
the  door  is  oi^en.  a  host  of  better-fi- 
nanced players  are  expected  to  enter 
with  bids  that  could  go  as  high  as  $7 
billion  in  cash.  Torchmark  doesn't  have 
access  to  that  kind  of  money.  Its  first 
offer  was  half  stock,  half  cash. 

But  if  he  doesn  1  reel  in  American 
General,  Rotenstreich  will  surely  go  af- 
ter other  fish.  Among  tfie  possible  tar- 


for  sale,  Rotenstreich  was  busy  prepar- 
ing a  new  bid;  Richey  went  golfing. 

Moving  down  to  Torchmark's  head- 
quarters would  be  a  homecoming  for  Ro- 
tenstreich. He  grew  up  in  Birmingham, 
where  his  father  owned  a  chain  of  furni- 
ture stores.  His  wife,  Susan,  is  also  a 
Birmingham  native — they  were  high 
school  sweethearts.  After  graduating 
from  the  University  of  Alabama  in  1964, 
he  worked  briefly  for  F'irst  National 
Bank  of  Chicago  and  then  joined  Salo- 
mon's tiny  Atlanta  office.  In  1968,  he 
moved  to  New  York  to  the  firm's  institu- 
tional sales  department.  Long  a  power- 


house in  sales  and  trading,  Salomoi 
wasn't  creating  much  product.  But  ii 
the  late  1970s,  Rotenstreich  began  put 
ting  together  innovative  financial  prod 
ucts  for  his  big  clients,  including  IBM 
This  led  to  the  creation  of  Salomon' 
pivotal  Capital  Markets  Group. 
ROTO  UPROOTER.  In  1982,  RotenstreicI 
quit  Salomon.  Some  former  executive 
say  he  clashed  with  Chairman  John  H 
Gutfreund,  but  Rotenstreich  denies  it.  " 
just  concluded  that  it  was  time  to  com 
ashore,"  he  says.  Within  five  month^ 
Roto,  as  he  was  known  at  Salomon,  ha 
landed  a  job  as  IBM's  treasui 
er.  He  frankly  admits  that  hi 
four  years  there  helped  hii 
shed  much  of  the  hubris  fu 
which  he  was  known  at  Sakj|| 
mon.  "I  learned  quickly  at  ib:  | 
that  you  can't  do  it  all  youi 
self,"  he  says.  "You  have  t 
work  with  other  people."  I'l 
as  a  nonlifer  at  IBM,  Rotn 
streich  figured  he  would  n<  \( 
have  a  shot  at  Big  Blue's  tn 
spot.  So  he  accepted  an  iiff< 
to  join  Torchmark.  Riclie; 
whose  $12.7  million  pay  ranl> 
No.  6  in  BUSINESS  week's  19^' 
compensation  survey,  expec| 
Rotenstreich  to  succeed  hi| 
as  CEO  in  1992 

To  relax,  Rotenstreich  e: 
joys  golf.  But  he's  not  muc 
good,  and  one  friend  has  d 
creed  that  he  will  no  longi 
play  with  him.  However,  he 
a  trustee  of  Outward  Bound, 
group  that  organizes  outdoo 


sy  activities  such  as  rafting  and  roc 
climbing.  "Outward  Bound  is  more 
mental  exercise,  in  fear,  that  forces  y( 
to  use  your  physical  skills  to  gain  con 
dence,"  he  says 

For  the  time  being,  he  needs  to  foci 
his  mental  skills  on  snaring  Americ; 
General.  Win  or  lose,  he  shows  no  sigi 
of  wanderlust.  "Insurance  is  just  begi 
ning  to  change,"  he  says.  "The  chang, 
are  going  to  be  truly  exciting."  With  hi 
on  the  prowl,  Torchmark's  rivals  m: 
get  more  excitement  than  they'd  like. 

By  Chuck  Hawkins  in  Atlanta,  with  1 
ter  Finch  in  New  York 
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The  one  on  the  left  can  help  you 
achie\fle  the  one  on  the  right. 


Lifetime  Financial  Goals. 


$111,000 

College  Tuition 

$28,000 

total  per  child 

New  Home 

down  payment  i 

Home  1 

Saving  tor 

Ownership  ■ 

Colle.ic 

$841,000 

Retirement  Fund 
per  couple 


Preparing  for 

Rotirenieni 


$1,338,000 

Lifetime  Assets 

includes 
retirement  fund 
plus 
tiome  value 


Estate 
fvtanagement 


2000 


2010 


2010  f 


Piojectioris  by  Meiriil  Lvnch  Market  Planning  Group 


At  Merrill  Lynch,  we  believe  the 
dreams  of  an  ideal  home,  the 
best  college  for  your  children,  a 
secure  retirement  and  an  ample 
estate  can  be  attained  more 
easily  than  people  realize. 

We'll  help  you  recognize  oppor- 
tunities. The  future  holds  a  lot  of 
promise-for  your  family  and  for 
the  world.  We  believe  individual 
investors  will  be  able  to  maximize 
opportunities  generated  by  the 
changes  sweeping  the  world. 
With  our  insight  and  our  resources, 
we're  prepared  to  help  you  make 
the  most  of  them. 

c  IWII  Merrill  Lynch  &  Co,  Inc. 


We're  focused  on  your  future. 
Your  Merrill  Lynch  Financial 
Consultant  is  ready  to  assist  you 
in  defining  your  goals,  calculat- 
ing their  cost  and  designing  your 
personal  investment  strategy 

Talk  with  a  Financial  Consultant. 
Our  Financial  Consultants  are 
backed  by  all  the  resources  of 
Merrill  Lynch,  including  several 
planning  and  analysis  systems 
that  only  v/e  offer  These  are  val- 
uable tools  to  help  you  project  the 
cost  of  each  of  your  lifetime 
financial  goals. 
To  provide  even  more  help  we 


have  just  developed  a  series  of 
free  booklets-one  each  on 
homeownership,  funding  col- 
lege tuition,  building  a  retirement 
fund  and  planning  your  estate. 
Either  ask  a  Financial  Consultant 
for  copies,  or  call  the  number  below. 

Talking  to  us  is  the  first  important 
step  to  building  for  your  future. 


For  a  free  booklet 
call  Merrill  Lynch  at 
1-800-637-7455,  Ext.  9000. 


Merrill  Lynch 

A  tradition  of  trust. 


)re  we  took 
you  part 
of  the  way. 


II  you  Iravn  .  >  a*  i  .uiope  in  the  9()s,  you'll  be  our 
customer  all  ol  the  way.  Not  just  in  the  air. 

Grand  statements  resjuin^  amplifieation. 

Let's  say  you  want  s.  -  >i(>  Irom  New  York  to 
Hamburg. 

It  starts  oil  nicely  as  yo.i  hoard  your  flight  on 


Europe  >  ni(>>l  punctual  airline. 

You  get  oil  the  [)lane  in  ( j)penhagen,  hut  the  v 
we  look  at  things  you're  still  our  responsibility. 

Before  continuing  to  Hamburg,  maybe  you'll  t 
our  sauna,  breakfast  buffet  or  simply  decide  to  pi 
your  feet  up.  ( Copenhagen  is  built  lor  it. 


SAS.  CHICAGO;  150  N 


MICHIGAN  AVE.  SUITE  2110- LOS  ANGELES:  222  N.  SEPULVEDA  BOULEVARD.  SUITE  1900.  EL  SEGUNPO,  NEW  YORK:  12 70  AVE,  OF  THE  AMERICA  . 


Now  we're  taking 
you  all  of  the  way. 


.at(T  when  you  touch  down  in  Germany,  you'll  find 
re  still  by  your  side.  Waiting  lor  you  is  the  SAS 
roClass  Car,  a  Volvo  760,  available  at  a  special  rate. 
i*^inally,  we  suggest  you  check  in  to  one  ol  our  busi- 
s  hotels,  where  you're  guaranteed  the  SAS  level 
<  ervice. 


Which  brings  us  right  back  to  where  we  started: 
Now  you're  our  customer  all  of  the  way. 

We'll  be  there 


SCANDINAVIAN  AIRLINES  SYSTEM 


3015.  SEATTLE:  1301  5TH  AVE.  SUITE  2727.  CALL  TOLL  FREE  1  800-221-2  350 


Lowetyouf  overhead 

Ove 


The  accelerated  p<ice  of 
modern  business  makes  the 
overnight  letter  a  necessity. 

\et  unless  you're  usrr.o  our 
UPS  Next  Day  Air  Lettt  ■  v'ou  re  probably  paying  more 
than  necessary  for  this  necess;  i  y. 

Our  efficiency  enables  us  to  ck  liver  overnight  for  just 
$900— up  to  40%  less  than  other  companies  charge.  And 

,  :n.  "Str  LIPS  Air  Service  Guide  t>.r ,  MmpL  tf  gu.irdril,-e  d.  liiU 


only  UPS  guarantees 
overnight  delivery  to  every 
^  address,  coast  to  coast! 
So  if  you  have  an  urgent 
need  to  ^^^^send  an  urgent  document,  use   [  ^ 
the  UPS  Next  Day  Air  Letter  It's  one  cost- cut 
ting  measure  guaranteed  to  work  overnight. 


We  run  the  tightest  ship  in  the  shipping  business, 


ups 


*ater': 


!« ail 
)bfol 
"Lee 


Ssaliser 


» )         LInitrd  Parcel  Service  of  Ar^ 


overnment 


lOLITICAL  PARTIES  I 


MARY  MATALIN:  THE  GOP'S 
SECRET  WEAPON 


Lee  Atwater's  skillful  deputy  gets  raves  from  the  party's  pols 


ary  Matalin  slams  down  the 
telephone  in  her  office  at  the 
Republican  National  Commit- 
;ee.  The  scene  is  a  study  in  tasteful  clut- 
;er — nice  furniture,  a  half-eaten  contain- 
;r  of  cottage  cheese  on  the  desk,  a  high- 
,ech  stereo,  a  pair  of  sneakers  on  the 
'loor.  "0.  K.,"  she  snaps  to  the  RNC 
)ress  secretary.  "He's  been  readmitted 
o  the  hospital  with  a  phlebitis  problem, 
t's  a  common  occurrence  with  people 
vho  have  had  brain  surgery  and  must 
tay  in  bed.  You  can  give  it  to  [The 
Vashington  Post\  but  tell  'em  it's  no 
tory.  It's  routine,  rou- 
ine,  routine."  She 
■auses,  gulping  an  or- 
nge  soda  and  lighting 
p  another  Salem.  "I'm 
ot  going  to  be  putting 
ut  something  every 
me  he  has  a  bowel 
lovement." 

Dispensing  medical 
ulletins  on  her  boss 
'as  the  last  thing  Ma- 
ilin  expected  to  be  do- 
ig  when  she  signed  on 
5  RNC  chief  of  staff 
,st  year.  But  she  has 
sen  in  the  center  of  a 
srsonal  and  political 
laelstrom  since  party 
hainnan  Lee  Atwater 
)llapsed  in  March.  In 
pril,  he  began  under- 
ling radical  treatment 
ir  a  life-threatening 
•ain  tumor.  His  illness 
IS  forced  Matalin  to  assume  the  day-to- 
ly  job  of  implementing  his  strategy  for 
is  fall's  election. 

Atwater's  long-range  goal  is  to  make 
e  GOP  the  nation's  majority  party,  and 
is  fall's  elections  are  a  crucial  first 
ep  to  attaining  it.  Matalin  has  done  a 
>od  job  following  through  on  Atwater's 
tans.  "Lee  hasn't  had  to  be  involved 
'.ouse  he  has  Mary  there,"  says  Re- 
'iblican  pollster  Robert  Teeter.  But  in- 
easingly,  party  insiders  are  distressed 
■  the  absence  of  Atwater's  broad  vision 
d  ability  to  make  things  happen. 
Matalin  begins  or  ends  each  day  with 
visit  to  Atwater's  bedside.  An  admir- 


ing student  of  Atwater's  brand  of  hard- 
ball politics,  Matalin  has  become  his 
main  conduit  to  the  outside  world. 
"There  aren't  that  many  really  good 
mentors,"  she  says.  "Most  of  them  burn 
out  young.  There  are  a  lot  of  techno- 
twits  in  this  business." 

Chances  are  you  know  someone  like 
Mary  Matalin,  a  cool  brunette  with  a 
smoky  voice  and  a  fondness  for  wearing 
blue  jeans  to  the  office.  She's 
thirtysomething  (36  to  be  exact).  Debra 
Winger  plays  her  type  in  the  movies — 
tough,  earthy,  attractive,  her  mind  going 


a  mile  a  minute.  She'd  clean  you  out  at 
the  poker  table.  Even  the  most  hard- 
boiled  political  pros  are  enchanted  by 
her.  "She  has  just  been  ice,"  says  Ed- 
ward J.  Rollins  Jr.,  chief  GOP  congressio- 
nal strategist,  giving  her  his  highest  ac- 
colade. "The  hotter  it  gets,  the  cooler 
she  is.  She's  getting  the  job  done."  Adds 
James  Wray,  White  House  political  di- 
rector: "She's  one  of  the  brightest  politi- 
cal operatives  in  the  business.  With  Lee 
Atwater  in  the  hospital,  she's  a  hub  [for 
the  party].  She's  a  good  hub." 

Matalin  is  the  personification  of  a  new 
generation  of  political  junkies,  the  mid- 
dle- and  working-class  kids  who  sat  out 


the  turmoil  of  the  Sixties  and  now  have 
decided  they  are  Republicans.  The 
granddaughter  of  Yugoslavian  immi- 
grants, Matalin  grew  up  on  the  South 
Side  of  Chicago  and  studied  political  sci- 
ence at  Western  Illinois  University.  She 
might  have  ended  up  running  her  moth- 
er's chain  of  beauty  shops.  But  Mary 
Matalin  decided  that  politics  appealed  to 
her  a  lot  more  than  hairdos — even 
though  she  has  been  known  to  show  up 
at  early  morning  staff  meetings  with 
curlers  in  her  hair. 

'HONEST  BROKER.'  After  law  school  at 
Fordham,  a  marriage,  and  divorce,  Mata- 
lin signed  up  with  the  1988  Bush  cam- 
paign, doing  fieldwork  under  the  tute- 
lage of  Richard  Bond,  Bush's  political 
director.  Bond  assigned  her  the  task  of 
working  with  the  Michigan  delegates, 
which  put  her  in  the  middle  of  a  fierce 
squabble  between  supporters  of  rival 
candidates  Pat  Robertson  and  Jack 
Kemp.  She  succeeded  in  winning  the 
trust  of  both  sides.  "She  was  the  one 
honest  broker  that  the  Kemp  and  Rob- 
ertson forces  felt  com- 
fortable with,"  recalls 
former  Kemp  aide  John 
Buckley.  Matalin  nego- 
tiated a  settlement,  in 
part  by  promising  Rob- 
ertson a  prime-time 
speaking  slot  at  the  GOP 
national  convention. 
Her  smooth  handling  of 
the  flare-up  united  the 
GOP  and  helped  Bush 
carry  the  state  in  the 
general  election. 

The  party  then  put 
her  in  charge  of  Victory 
'88,  the  RNC's  get-out- 
the-vote  operation  for 
the  Presidential  cam- 
paign. After  Bush's  vic- 
tory, Atwater  gave  her 
the  No.  2  job  at  party 
headquarters.  "She 
knows  the  network  and 
she  understands  the 
structure,"  says  Janet  G.  Mullins,  a 
Bush  political  operative  and  now  the 
State  Dept.'s  lobbyist.  "I  can  tell  you, 
they  love  her  at  the  grass  roots." 

Consultants  and  political  candidates 
alike  say  that  the  RNC  has  been  running 
surprisingly  smoothly  in  Atwater's  ab- 
sence. "Mary  is  an  excellent  party  opera- 
tive," says  one  strategist.  "She  knows 
the  program.  But  Lee  is  the  big  picture 
person,  and  she  is  the  details  person." 

A  key  factor  so  far  has  been  that 
Atwater  had  a  strategy  largely  in  place 
before  he  was  sidelined.  Thanks  to  his 
nonstop  cajolery,  215  conservative  Dem- 
ocratic officeholders,  mostly  in  the 


zRNMENT 


BUSINESS  WEEK/MAY  21,  1990  83 


Through  the  ages  business  and  government  have  sought  to  keep  private  information  private 
Today  highly  specialized  Contel  communications  networl^s  assure  that  privacy 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  srriall  college  football  team 
needs  a  new  front  line! 


CALL  B^l-  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

WS^L  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg. 170(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


Mueatlonal  Assistanc*  Ltd.w 

P  O  BOX  3021  •  GLEN  ELLYN,  ILLINOIS  60138 


For  More  Druiil^ 

Call  70H-6vn-mio 
Peter  Riiikom 
Executive  Diret  tor 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation, 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave,  \.W. 
Washington,  D.C.  20036 


overnment 


South  and  Southwest,  have  switched  to 
the  GOP  in  the  past  18  months.  The  Re- 
publicans are  in  a  strong  position  to  win 
gubernatorial  elections  in  big  states 
such  as  California,  Illinois,  Texas,  and 
Ohio.  The  only  key  state  where  the  Re- 
publican candidate  is  running  scared  is 
Florida.  Atwater  also  established  out- 
reach programs  to  win  black  and  His- 
panic voters  and  set  up  sophisticated 
systems  to  provide  legal  and  technical 
help  to  Republicans  in  redistricting 
fights  in  1992.  "The  plan  is  there,"  says 
Eddie  Mahe,  a  longtime  GOP  consultant. 
"Mary's  just  running  the  place." 

One  of  the  party's  problems  now: 
fund-raising.  Since  the  Presidential  elec 
tion,  small  contributions  from  direct-mai 
efforts  have  been  weak.  And,  without 
Atwater,  who  personally  raised  $1.8  mil 
lion  last  year,  the  Republicans  will  havi 
a  tougher  time  shaking  the  money  tree 
ANXIETY.  Worse,  there  is  growing  con  ' 
cer!i  about  the  long-term  effects  of  tht 
chairman's  absence.  It's  one  thing  foi 
Matalin  to  execute  her  boss's  plan  foi 
the  1990  election  and  another  to  expeci 
her  to  carry  the  party  forward.  Sucl 


'Mary  is  an  excellent 
party  operative.  But  Lee  is 
the  big  picture  person,  and 
she  is  the  details  person' 


anxiety  has  fueled  a  torrent  of  rumor, 
that  the  ailing  Atwater  will  be  helped  b; 
someone  with  a  higher  national  profil 
than  Matalin  or  RNC  co-chair  Jeaniii 
Austin.  "What  no  one  can  do  right  run 
is  go  to  someone  like  [Hamilton  Ccuitit 
Commissioner]  Robert  Taft  in  Ohio  an- 
say,  'Bob,  for  the  good  of  the  party,  yo 
should  stay  out  of  the  governor's  rac 
and  run  for  Secretary  of  State,'  "  say 
Rollins.  "Lee  could  weigh  in  like  tha' 
and  it  would  make  a  difference." 

While,  it's  unlikely  that  anyone  coul 
enjoy  the  sort  of  clout  that  Atwater  ha 
had,  the  list  of  possible  successors  ii 
eludes  Commerce  Secretary  Robert 
Mosbacher  and  GOP  consultant  Charle 
Black,  an  old  friend  of  Atwater's  wh 
has  informally  been  advising  Matalin. 

No  decisions  on  the  top  RNC  job  will  b 
made  at  least  for  several  weeks,  unt 
Atwater's  condition  becomes  clearer.  I 
the  meantime,  Matalin,  who  won't  di 
cuss  the  possibility  of  Atwater's  resigi 
ing,  will  be  doing  her  best  to  keep  th 
RNC  running  on  the  political  junkie 
equivalent  of  high-octane  fuel — orang 
soda,  cottage  cheese,  and  adrenalin. 
By  Douglas  Harbrecht  in  Washingto 
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Step  right  up 
to  the  greatest 
computer  show  on  earth. 


Customers  of  all  ages! 
Companies  of  all  sizes!  There's 
a  new  show  in  town  that's  sure  to    ■  ^ 
amaze  you.  It's  Soft  Warehouse,  the         >  n 
Computer  >SM/>mtore.  Here,  you'll  be  daz- 
zled by  more  than  5000  different  computer- 
related  products  at  30%  to  80%  below  retail,  and 
service  and  support  programs  that  are  nothing  short 
of  unbelievable. 

Our  huge  stores  are  staffed  by  knowledgeable 
salespeople  who  can  answer  all  your  questions  and 
make  smart  recommendations  based  on  your  computer 


needs.  Whether 
just  starting  out, 
or  looking  to  upgrade,  we'll 
work  with  you  to  design  the  most 
practical  system  for  your  home  or 
office.  We've  also  developed  FOCUS.,  a 
unique  support  program  which  ensures  you 
get  the  most  from  your  system.  From  hardware  to 
software,  accessories  to  hirniture,  you'll  find  it  all  at 
Soft  Warehouse.  So  don't  wait.  Step  right  up  today  to 
e.xperience  the  greatest  computer  show  on  earth.  Soft 
Warehouse,  the  Computer  Supersiovc. 


1-800-451 -SOFT 

Call  for  your  free  catalog  today' 

.Arlington  .Atlanta  Dalla.s  Fountain  Valley   Houston  Miami 
Plilladelpliia  San  Diego  Torrance  Waslnngton 
Ctilcago,  Denver  and  Detroit  Opening  Summer  1990' 


The  Computer  Su^store.. 


The  fuel  of  flight.  For  a  winged  acrobat 
weighing  only  one-tenth  of  an  ounce,  it's 
almost  pure  nectar.  For  a  367-ton  jetlineri 


It's  prime  aviation  ruei,  aoout  ib,uuu 
gallons  of  it,  to  carry  450  people  from 
New  York  to  Los  Angeles.  This  year, 
BP  will  supply  1.6  billion  gallons  of  avia- 
tion fuel  to  300  airports  across  the 
country,  which  makes  us  one  of  the 
nation's  largest  suppliers.  And  helps  to 
keep  175  different  airlines  humming. 
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STATE  FINANCES 


THE  GAS  TAX  FUELING 
PASSIONS  IN  CALIFORNIA 


If  Proposition  111  passes,  roads  and  mass  transit  would  benefit 


Rl 
c 


ichard  Katz,  chairman  of  the  Cali- 
fornia Assembly's  transportation 
kCommittee,  considered  asking  for 
a  special  session  after  last  October's 
devastating  San  Francisco  earthquake. 
With  images  of  twisted  metal  and  col- 
lapsed bridges  still  fresh,  Katz  figured 
that  legislators  might  break  a  three-year 
stalemate  on  raising  the  state's  gasoline 
tax  to  fix  roads  and  improve  mass  tran- 
sit. No  such  luck.  The  lawmakers  passed 
a  temporary  sales  tax  hike  to  pay  for  the 
quake  damage. 

Instead,  a  last-minute  deal  between 
conservative  Republican  Governor 
George  Deukmejian  and  the  Democratic 
legislature  has  bucked  the  issue  to  Cali- 
fornia voters.  On  June  5,  they  will  decide 
whether  to  double  California's  current 
9(f-a-gallon  gas  tax  over  five  years.  Pro- 
ponents say  the  hike  is  needed  to  avoid 
dire  consequences  for  the  state:  Without 
the  added  $18. -5  billion  the  tax  would 
raise,  literally  hundreds  of  projects  un- 
der way  will  come  to  a  halt.  Laments 
Katz:  "California  could  well  slide  into 
the  21st  century  in  mediocrity." 
BUMPER  TO  BUMPER.  The  State,  swarm- 
ing with  nearly  23  million  autos,  trucks, 
and  motorcycles,  is  already  beginning  to 
suffer.  Los  Angeles  County  says  it  is 
behind  in  fixing  its  roads  to  the  tune  of 
$1  billion.  It  could  lose  some  state  funds 
for  its  planned  subway  system.  Else- 
where, the  state  already  is  short  nearly 


$3.5  billion  for  work  on  which  it  has 
signed  contracts.  And  a  year  after  it 
raised  its  sales  tax  to  fund  $1  billion  in 
repairs  over  the  next  decade,  the  once 
sleepy  desert  communities  of  Riverside 
County  east  of  Los  Angeles  are  already 
thinking  of  stretching  out  plans  for 
some  projects.  "We've  just  outgrown  the 
roads  we  have,"  says  Riverside  County 
Supervisor  Kay  Ceniceros,  who  chairs 
the  county's  transportation  commission. 
"Congestion  begins  at  2:30  in  the  after- 
noon and  goes  to  7  o'clock  at  night.  The 
cars  go  10  miles  an  hour." 

Riverside  County's  population  has 
surged  707f  in  the  last  decade,  she  says. 
Similar  stories  abound  in  the  state.  But 
California's  gas  tax  has  been  increased 
only  once  since  1963 — -and  then  by  2$  a 
gallon.  On  a  per-capita  basis,  that  puts 
California  last  among  states  in  transpor- 
tation spending,  according  to  the  Califor- 
nia Taxpayers'  Assn.,  a  supporter  of  the 
higher  gas  tax. 

By  attaching  provisions  that  would  in- 


Says  one  foe  of  the  measure: 
'You  give  those  spenders  a 

little  crack,  and  they'll 
pry  that  door  wide  open' 


asf  funding  for  mass  transit,  educa 
tion,  and  various  county  programs,  spon 
sors  won  support  for  the  gas  hike  fron 
groups  as  diverse  as  the  American  Assc 
elation  of  Retired  Persons  and  the  Indus 
try-backed  Californians  for  Bette 
Transportation.  Even  such  oil  companie 
as  Los  Angeles-based  Atlantic  Richfiel 
and  San  Francisco's  Chevron,  along  wit' 
big  construction  outfits  like  Kasler  an 
Kiewit  Pacific,  are  behind  the  measure 
But  not  surprisingly,  the  idea  of  doi 
bling  gasoline  taxes  hasn't  been  a  big  hi 
among  Californians,  where  driving  is 
way  of  life.  According  to  a  month-oL 
Los  Angeles  Times  poll,  only  about  om 
third  of  the  state's  registered  voter 
support  the  measure,  Proposition  111 
more  recent  sampling  by  statewide  pel 
ster  Mervin  Field  finds  that  the  measur 
wins  more  support  as  voters  are  tol 
how  the  money  is  to  be  spent. 
PAY  THE  PIPER.  To  improve  their  odd; 
proponents  are  planning  a  $5  million  mi 
dia  blitz.  But  opponents  are  also  gettin 
ready  for  battle.  Citizens  Against  Unfa: 
Taxation,  a  coalition  of  conservativ 
groups  that  five  years  ago  joined  to 
feat  a  sales  tax  hike  in  Orange  Counts 
is  gathering  funds.  They  argue  that  b 
increasing  transportation  and  educatio 
spending.  Proposition  111  will  begin  th 
process  of  dismantling  the  strict  spen^ 
ing  curbs  California  voters  enacted 
1978.  "You  give  those  spenders  a  litt 
crack,  and  they'll  pry  that  door  wic 
open,"  says  Plumas  County  rancher  To: 
Rogers,  who  heads  the  group. 

That's  a  common  refrain  in  Californi 
Since  Ronald  Reagan's  days  in  Sacr 
mento,  conservatives  have  regularly  £ 
lied  to  fight  tax  hikes  and  spending  i 
creases.  Now  more  and  more  grouj 
think  it's  time  to  pay  the  piper.  And  th( 
hope  the  memory  of  last  October 
earthquake  will  help  them  sell  the  ide. 
By  Ronald  Gmpo-  in  Los  Angel 
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lO  UW(]  British  Air 


,1  cAii-ipi* 
ChWed  cream 


ItxcO  season  ^^p^,,,on  , 


,iVi>¥,"^"      ,      . -^Je  also  tel. 
'.•U'^-'"^''„L,.a>scW-c-T.„„  Germany 


WE'VE 
MANAGED  TO 
CONFOUND 
SOME  OF 
THE  WORLD'S  TOP 
DECISION-MAKERS. 

Cognac  or  Cabernet.  Mozart 
or  Mendelssohn .  The  Times  or 
the  Tatler.  British  Airways' 
First  C^lass  otlers  an  extra- 
ordinary range  of  amenities, 
courtesies  and  comestibles— m 
an  atmosphere  both  respon- 
sive and  refined.  Choose  First 
Class.  And  discover  how  en- 
chanting indecision  can  be. 


BRITISH  AIRWAYS 


The  world's  favourite  airline.' 


ELECTRONICS  I 


WHY  'FUZZY  LOGIC  BEATS 
BLACK-OR-WHITE  THINKING 


From  TVs  to  cars,  'gray'  circuitry  is  leading  to  smarter  macliines 


Fuzzy  logic.  Few  Americans  have 
ever  heard  of  this  arcane  branch  of 
mathematics.  But  in  Japan,  it  is 
helping  brokers  pick  stocks.  It  is 
smoothing  jolts  out  of  elevator  and  sub- 
way rides.  And  in  an  array  of  consumer 
products  from  camcorders  to  washing 
machines,  fuzzy  logic  enhances  such 
functions  as  autofocus  and  cy- 
cle selection.  Already  on  sale  in 
Japan,  the  first  fuzzy  machines 
will  hit  the  U.  S.  this  summer. 

Japan's  infatuation  with 
fuzzy  logic  is  smart  business. 
Digital  computers  operate  in  a 
precise  world:  Everything  is  on 
or  off,  yes  or  no,  black  or 
white.  But  fuzzy  logic  can  ac- 
commodate a  more  complex  re- 
ality. It  lets  computers  deal 
with  shades  of  gray — concepts 
such  as  about,  few,  many,  and 
almost.  Paradoxically,  this 
makes  fuzzy  logic  faster  at  pre- 
cise tasks  such  as  focusing 
cameras.  In  short,  it's  Japan's 
next  weapon  in  both  high-  and 
low-tech  industries.  And  it 
works  with  less  software.  With 
fuzzy  logic,  for  example,  Hita- 
chi Ltd.,  can  program  robot 
arms  using  only  one-tenth  the 
software  code  it  would  take  to 
do  the  job  digitally.  "Fuzzy  log- 
ic chips  make  sense  for  Japan, 
with  its  shortage  of  software 
engineers,"  says  Genya  Chiba, 
vice-president  of  Research  De- 
velopment Corp.  of  Japan. 
"You  don't  have  to  spend  so 
much  time  programming." 

Indeed,  the  Japanese  consid- 
er fuzzy  logic  a  core  technology 
for  the  21st  century.  In  1988, 
Japan's  Ministry  of  Internation- 
al Trade  &  Industry  (MITIi  set  up  the 
Laboratory  for  International  Fuzzy  En- 
gineering Research  and  funded  it  at  $70 
million  for  five  years.  "They've  devel- 
oped a  cadre  of  engineers  with  experi- 
ence using  fuzzy  technologies,  and 
they're  beginning  to  churn  out  all  kinds 
of  products,"  says  Lotfi  A.  Zadeh,  a  pro- 
fessor of  computer  science  at  the  LJni- 
versity  of  California  at  Berkeley.  "What 


we're  seeing  is  a  return  on  investments 
the  Japanese  have  been  making  the  past 
10  years." 

Ironically,  the  technology  was  born  in 
the  U.  S.  In  1965,  Zadeh  coined  the  term 
fuzzy  logic  and  published  a  controversial 
paper  on  it.  He  described  a  form  of 
mathematics  that  would  allow  precise 


This  will  be  a  big  help  in  making  com- 
puters friendlier.  Pattern  recognition- 
reading  handwriting  or  recognizing  spo 
ken  words,  for  instance — becomes  mucl 
easier  when  the  system  can  search  foi 
an  approximate  match.  Fuzzy  logic  i^ 
also  good  for  goals  that  are  hard  to  de 
scribe  digitally,  such  as  the  comfort  of  ; 
subway  ride  or  an  automobile  suspen 
sion. 

Many  American  mathematician^ 
scoffed  at  Zadeh's  theory,  saying  tha' 
such  vagueness  could  be  represented  us 
ing  conventional  mathematics.  But  in  Ja 
pan,  several  influential  professors  cham 
pioned  the  cause,  and  leading  companies 
began  to  develop  the  technology.  A  few 
American  researchers  also  took  Zadeh'^ 
theories  seriously.  By  1985,  scientists  a 
AT&T's  Bell  Laboratories  had  demon 
strated  the  first  processor  chij 
designed  to  handle  fuzzy  logic  ft'l 
A  Bell  scientist,  Masaki  Togai 
left  the  lab  and  in  1987  foundecBsnd 
Togai  InfraLogic  Corp.  in 
vine,  Calif.,  the  only  Americai 
company  that  miakes  fuzzy  log 
ic  chips.  Although  he  has  ha( 
inquiries  from  American  com 
panies  and  has  sold  systems  t( 
NASA  for  space  station  docking 
simulations,  "95%  of  our  bus: 
ness  is  Japanese,"  Togai  says. 
DREAM  TRAIN.  The  first  applica 
tions  of  fuzzy  logic  were  large 
ly  industrial,  such  as  proces 
controls  for  cement  kilns.  Thei 
1988,  a  new  subway  opene(  »tl 


camcorders 
Air  conditioners 
Washing  machines 
AUTO  transmissions 
Televisions 


computations  using  ap- 
proximations. For  exam- 
ple, a  conventional  software  program 
would  require  categories  with  rigid  ei- 
ther/or boundaries — say,  defining 
"young"  as  anyone  under  30.  A  day  old- 
er would  be  "middle-aged."  A  fuzzy  pro- 
gram would  recognize  the  person  as  be- 
longing to  both  groups,  but  much  more 
young  than  middle-aged. 


in  the  city  of  Sendai,  220  mile 
north  of  Tokyo.  There,  Hitach  r.  .1 
installed  fuzzy  logic  computer 
that  accelerate  and  brake  thi 
trains  so  smoothly  that  no  on' 
uses  the  hanging  straps.  Tru 
to  the  concept,  the  drivers'  onl 
job  is  to  push  the  start  buttons 
With  that,  the  Japanese  pul 
lie  caught  the  fever.  Tc 
shiba,  Hitachi,  and  Mitsi  iparej 
bishi  Electric  all  hav 
elevators  employin 
fuzzy  logic,  which  cut 
the  average  waiting  tim 
by  10%  to  15%  and  cut 
by  30%  to  40%  the  nun 
ber  of  times  a  passenge 
has  to  wait  more  than 
minute.  Nissan  Motor  C( 
uses  fuzzy  logic  in  aut( 
matic  transmissions  and  suspension  sy: 
tems  in  Japan — and  holds  U.  S.  patent 
for  them. 

Now,  fuzzy  logic  is  making  its  wa 
into  consumer  items,  where  manufactui 
ers  use  it  to  create  more  complex 
more  efficient  controls  that  are  easier  t 
operate.  In  February,  Matsushita  Ele* 
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trie  Industrial  Co.  introduced  a  "fuzzy" 
washing  maciiine  with  more  than  600  cy- 
cle combinations.  Yet  the  only  control  is 
a  start  button.  Sensors  and  a  fuzzy  con- 
troller do  the  rest — judging  the  size  and 
dirtiness  of  the  load  and  deciding  the 
optimum  cycle  times  and  water  level. 

Last  fall,  Mitsubishi  Heavy  Industries 
Ltd.  brought  out  an  energy-efficient 
fuzzy  logic  air  conditioner  that  slashes 
power  bills  by  an  average  24%.  For  ex- 
ample, it  cools  the  room  down  faster 
only  if  an  infrared  sensor  recognizes 
that  people  are  in  it.  And  Mitsubishi  no 
longer  has  to  write  different  software 
for  each  size  air  conditioner.  "With 
fuzzy,  the  cooling  strategy  is  the  same, 
;o  the  software  can  be  used  for  Mitsubi- 
shi's entire  product  line,"  says  Togai, 
ivhose  company  makes  the  air  condition- 
jrs'  fuzzy  logic  processors. 

In  many  cases,  the  technology  adds 
Arhat  Zadeh  calls  "machine  IQ."  Just  as 
;he  human  eye  will  first  focus  on  the 
Tiost  dominant  feature  in  its  field  of  vi- 
;ion,  no  matter  where  it  is,  so  will  the 
lew  video  camcorders  from  Sanyo  Fish- 


Ironically,  fuzzy  logic  was 
the  brainchild  of  an  American 
— and  U.S.  mathematicians 
scoffed  at  the  idea 


r  (USA)  Corp.  and  Canon  Inc.  They  com- 
pare different  fields  in  the  picture  to 
)cate  the  dominant  image.  "We  can  find 
onditions  where  we  can  fool  the  logic," 
ays  Michael  A.  Shoemaker,  marketing 
ice-president  for  Fisher,  "but  not  as  of- 
m,  and  not  as  wrong,  as  a  normal  digi- 
il  autofocus  system." 
MART  SET.  In  some  Sony  Corp.  XBR  tele- 
ision  sets  a  new  feature  called  "active 
ignal  correction"  uses  fuzzy  theory  to 
djust  color,  brightness,  sharpness,  and 
Dntrast  every  sixtieth  of  a  second.  It 
Dmpares  248  points  on  the  TV  picture 
'ith  a  library  of  40  "perfect"  pictures 
:ored  inside  the  set,  looking  for  simi- 
ir — not  identical — conditions.  Conven- 
onal  correction  circuitry  compares  the 
looming  TV  signal  to  preset  thresh- 
ds — and  triggers  corrections  that  may 
3t  be  needed. 

The  rush  of  new  products  is  likely  to 

ndicate  Zadeh's  theories.  "This  is  the 
1  ling  that  will  awaken  American  manu- 
]  icturers,"  he  says.  "Fuzzy  logic  is  be- 
I  )ming  a  pocketbook  issue,  not  a  philo- 
j  )phical  issue."  There's  just  one  catch: 
I  y  the  time  they  realize  that  U.  S.  com- 
j  mies  may  have  to  license  the  technol- 

jy  back  from  the  Japanese. 

By  Larry  Armstrong  in  Los  Angeles  with 

eil  Gross  in  Tokyo 
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"Something's  got  to  go,  Fenton. 
You,  meortliis  iiwenton/—and  it's  not  going  to  be  me." 


CALL  EAL  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

EAL  -  Will  take  your  donated  material  and  use  it  to 
generate  scholarships  for  needy,  deserving 
students. 

EAL  -  Donations  could  mean  an  above  cost  tax 
deduction  -  IRS  Reg.  170(E)(3) 

EAL  -  Scholarships  are  given  in  the  donating 
corporation's  name. 

EAL  -  Leverages  your  gift  to  help  participating  colleges. 


Educational  Assistance  Ltd.s^* 

P  C  Box  3021  •  GLEN  ELLYN,  ILLINOIS  60138 


Far  Mmr  Deliiils 
Cull  70H-fy90-(X)IO 
Pclcr  Rinkcim 
Executive  Dirci  Iiir 
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Whidicomputeris 
the  most  pCM«4il? 


Okiy,  sf)  it's  a  trick  (|Liestion.  But  the  right  answer  could 
be  worth  millions  to  you  and  your  organization. 

Tlie  average  computer  company  would  have  you  believe 
tliat  you  can  nie;isure  the  power  of  their  computers  purely  in 
m;ichine  tenus.  Like  megiiliert;^  or  MIPS. 

At  Ai")[)le,we  see  things  difterently  A  personal  computer 
can't  do  anything  by  itself.  And  a  computer  that  people  can't  — 
or  won't— use  doesn't  really  have  any  power  at  all. 

Just  tliink  of  all  the  PCs  you've  seen  like  the  computer 
on  die  left,  sitting  idle  most  of  the  time. 

Miicintosh  personal  computers,  on  die  odier  hand,  can 
almost  always  be  found  like  the  computer  on  the  right.  With 
human  beings  attached.  Hour  after  hour  Day  after  day  Year  in 
and  year  out.  Helping  people  do  almost  eveiything  diey  do. 
Giving  people  the  kind  of  power  you  can  meiLsure  in  results. 

A  recent  survey  of  people  vv^io  use  M;icintosh  and  people 


wliouse  dieotlier  leading  personal  computer  system  in  Fortune 
1000  corjiorations  helps  explain  why:  Macintosh  w;is  rated 
22%  higher  for  user  enjovment.  Which,  in  aim,  helps  account  for 
why  infbmiation  sx'stenis  managers  in  diose  companies  rated 
M^lcintosh  22/o  higher  for  overall  satlstiiction  and  a  remiykable 
42%  higher  for  user  productiv1t\'. 

So  before  you  spend  anotlier  dime  on  persond  compu- 
ters, invest  a  few  minutes  in  a  sx-stem  diat  lets  you  measure  its 
power  by  die  only  benchmark  that  really  matters:  the  perfor- 
mance of  die  people  who  use  it.  For  your  nearest  audiorized 
Afple  reseller  adJ  1-800-538-9696,  ext.  800. 

Tlien  you'll  know  why  Macintosh  Is  die  most  powerfijl 
personal  computer  you  can  buy  today 

Tlie  computer  people  iictu^illy  use. 

The  power  to  be  your  best? 
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evelopments  to  Watc 


:iTED  BY  ROBERT  BUDERI 


ENDING  'WANTED'  POSTERS 
-^BY  RADIO 


Police  on  the  U.  S.- 
Mexico border 
have  a  photo  of  a  sus- 
pected drug  trafficker 
that  they  beheve  has 
crossed  into  the  U.  S. 
They  want  to  transmit 
the  wanted  man's  pic- 
ture to  agencies  across 
the  Southwest.  Since 
no  phones  are  around, 
they  would  need  a  sat- 
lilfc  dish — complete  with  support  equipment.  Unless,  that  is, 
ey  have  the  newest  data-compression  software  from  British 
jlecommunications  PLC.  It  permits  transmission  of  video  pic- 
res  virtually  anywhere  in  the  world  via  high-fre(iuency  radio 
aves,  and  it  cos's  the  same  as  a  phone  call.  All  that  is  needed 
■e  a  personal  computer,  modem,  video  camera,  and  radio. 
The  technology  is  being  tested  on  three  sailboats  competing 
the  Whitbread  Round  the  World  Race.  Peter  Blake,  skipper 
'  New  Zealand's  Steinlager  2,  has  used  it  to  alert  repair 
ews  in  the  next  port  to  damage  that  needs  fixing.  In  a  year 
•  so,  British  Telecom  envisions  its  system  employed  on  off- 
lore  oil  rigs,  remote  military  stations — and  border  outposts. 


OU  WANT  THE  BRAN  FLAKES 
IITH  THE  HOLOGRAMS? 


Lflolograms,  which  rely  on  reflected  light  to  produce  the 
[■illusion  of  a  three-dimensional  image,  have  amused  muse- 
Ti  goers  and  credit-card  customers  alike.  Who  would  have 
•eamed  that  these  illusions  would  be  destined  for  food?  But 
lat  is  indeed  what  is  happening:  Dimensional  Foods  Corp.  in 
oston  has  developed  a  way  to  craft  brightly  colored  holo- 
•ams  on  such  dietary  delights  as  breakfast  cereal  and  candy. 
Conventional  holograms  are  generated  by  bouncing  laser 
iams  off  objects  and  reproducing  the  reflected  light  with 
lils  or  emulsions.  Dimensional  Foods  takes  this  a  step  fur- 
ler,  using  photosensitive  films  to  fabricate  molds  that,  when 
amped  onto  food,  create  patterns  of  microscopic  ridges  that 
•educe  holographic  images  when  hit  by  ordinary  light.  The 
itented  process,  which  the  company  plans  to  license  to  food 
id  confectionery  manufacturers,  can  add  up  to  $50,000  to  the 
>st  of  production  equipment.  But  Dimensional  officials  are 
;tting  that  the  gimmick  will  more  than  pay  off  by  attracting 
ds  to  lollipops  and  cereals  stamped  with  holograms  of  such 
lings  as  their  favorite  cartoon  characters. 


i  BIG  BREAK 

OR  BRAIN  RESEARCHERS 


Scientists  studying  the  brain  have  long  yearned  for  a  real- 
Plife  model  on  which  to  study  the  effects  of  drugs  and 
sorders  such  as  Alzheimer's  disease.  The  problem:  No  one 
is  been  able  to  get  actual  human  brain  cells  to  thrive  in 
boratory  dishes.  Until  now.  In  the  May  4  issue  of  Science 
agazine,  neuroscientists  at  Johns  Hopkins  University  report 
lat  they  have  grown  human  nerve  cells  for  the  first  time. 
The  cells  originally  came  from  an  infant,  now  dead,  who 
iffered  from  a  rare  disorder  in  which  the  brain  keeps  grow- 


ing. When  researchers  put  these  cells  in  a  lab  dish  and  sup- 
plied nutrients,  a  few  cells  survived  and  continued  to  divide. 
This  marked  a  critical  step,  enabling  scientists  to  maintain  the 
cells  for  more  than  three  years,  and  counting.  But  rather  than 
developing  into  adult  neurons  perfect  for  neurological  re- 
search, the  cells  remained  immature.  So  the  investigators  add- 
ed substances  considered  important  in  nerve  growth.  Subse- 
quently, "the  cells  began  to  look  like  those  in  a  normal  brain," 
says  team  member  Gabriele  V.  Ronnett.  Now,  researchers  are 
modifying  the  cells  to  see  if  they  can  be  transplanted  into 
diseased  brains  as  a  po.ssible  treatment.  Meanwhile,  university 
officials  are  negotiating  with  several  companies  over  licensing 
the  cell  culture  for  use  in  research  and  drug  development. 


A  SENSOR  THAT  COULD  SNIFF  OUT 
UNFIT  DRIVERS 


In  a  score  of  cities,  if  you  get  caught  driving  while  intoxicat- 
ed, a  hard-nosed  judge  gives  you  a  choice:  Pay  the  court 
$300  to  $500  and  go  to  jail,  or  spend  the  same  amount  of 
money  to  install  a  gizmo  that  will  prevent  your  car  from 
starting  if  you're  drunk.  Between  the  ignition  and  the  starter 
is  a  special  lock  that's  released  only  if  you  can  pass  muster 
with  a  breath  analyzer  mounted  under  the  dash.  The  system 
was  introduced  four  years  ago  by  Guardian  Technologies  Inc. 
in  Cincinnati,  but  it  has  been  slow  to  catch  on  in  many  areas — 
in  part  because  of  its  cost. 

A  cheaper  alternative  may  be  here  soon,  however.  Isao 
Karube,  a  professor  of  bioelectronics  at  Tokyo  University,  is 
working  on  inexpensive  sensors  that  mount  in  the  back  of  a 
wristwatch  radio.  The  sensor  would  determine  if  you  are  fit  to 
drive  by  measuring  the  telltale  signs  of  alcohol  excreted  in 
perspiration.  Then  it  would  send  a  radio  signal  to  the  ignition 
lock.  With  a  different  biosensor,  the  system  could  again  moni- 
tor perspiration  for  signs  of  a  driver's  fatigue,  sounding  the 
horn  when  it's  time  for  a  coffee  stop.  That's  a  much  bigger 
potential  market.  And  Nippondenso  Co.,  a  major  Japanese 
manufacturer  of  auto  parts,  is  looking  into  this  application. 


TALK  ABOUT 
REVEALING  UNDERWEAR 


Imagine  going  to  work  in 
long  underwear  that  re- 
cords your  every  action. 
That's  what  some  office 
workers  at  the  University  of 
New  Hampshire  will  soon  do. 
They  are  lined  up  to  test  a 
prototype  body  suit,  the  acti- 
meter,  made  by  researchers 
at  UNH  and  Tufts  University. 
The  suit  is  studded  with 
NASA-developed  motion  sen- 
sors that  feed  into  a  comput- 
er the  size  of  a  TV  remote  con- 
trol. The  computer  captures 
data  that  can  be  used  to  gen- 
erate a  stick-figure  movie  showing  the  wearer's  every  motion. 

The  device  could  help  determine  whether  some  jobs  involve 
repetitive  movements  that  lead  to  injuries.  Or  it  could  chart 
the  rehabilitative  progress  of  accident  victims.  And  the  Social 
Security  Administration,  which  funds  the  work,  hopes  that  the 
suit  will  gauge  the  physical  limits  of  the  disabled.  It  would  use 
that  information  to  match  the  handicapped  with  the  best  jobs 
for  them. 
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The  fixture  of  solar  enei^  just  got  25%  brighter. 


m 


Nearly  e .  ^ .  -  agrees  solar 
energ\'  is  a  good  idea.  Its  just  an 
expensive  one. 

So  in  developing  our  latest  solar 
cell  for  satellites.  Boeing  scientists 
were  pleased  to  find  it  may  produce 
power  cheaply  enough  to  light  \-our 


home  here  on  Earth. 

■^e  did  it  witJi  a  new  design  that 
collects  not  just  the  sunlight  you 
can  see.  but  also  the  infrared  light 
you  can't. 

The  result:  25  percent  better 
efficienq."  than  the  best  previous 


cell,  and  about  t^ice  that  of  mc 
commercial  cells  you  can  buy. 

That's  roughly  equal  to  the  tc  r;- 
progress  in  solar  elearic  cells  o 
the  past five  years. 

Commercial  use  of  tlie  new  i 
is  a  fev.-  \-ears  awa\-.  -\nd  tliere  arA,.- 


rantees,  ot  course. 
)till,  it's  good  to  know  that  the 
^-held  dream  of  cheap  energy 
n  the  sun  is  now  a  good  deal 
ier  to  reality. 

X^hich  makes  the  future  a  little 
;hter  for  us  all. 


e  Corporation 


MANAGEMENT  I 


THE  SIMMOHS  B-SCHOOL: 
STRIVING  TO  BE  THE  EQUALIZER 


The  curriculum  at  the  all-female  school  focuses  on  how  women  compete  differently  from  men 


HENNIC  AND  JARDIM:  MEN  SEEK  TO  PLEASE  THEIR  BOSSES;  WOMEN  HAVE  LOFTIER  CONCERNS 


At  43,  Ronda  Ayers  thought  she 
had  gone  as  far  as  she  could.  She 
had  risen  to  senior  financial  ana- 
lyst at  American  Airlines  Inc.  but  itched 
for  greater  challenges.  Without  a  bache- 
lor's degree,  Ayers  figured  that  a  pro- 
motion or  a  successful  job  change  would 
be  tough.  "I  was  stalled  out,"  she  re- 
calls. To  reignite  her  career,  Ayers  at- 
tended a  unique  MBA  program  for  wom- 
en at  Boston's  Simmons  College. 

Simmons'  Graduate  School  of  Manage- 
ment, which  traces  its  roots  to  the  wom- 
en's movement  of  the  1970s,  retains  a 
devoted  following  even  though  the  sepa- 
ratism that  sjjawned  it  has  subsided.  Al- 
though some  educators  and  students 
question  the  relevancy  of  Simmons' 
women-only  policy,  the  B-school  con- 
tinues to  attract  students  who  are 
heavy  on  work  e.xperience  yet  short 
on  traditional  education. 
UNACCREDITED.  Simmons  is  hardly 
the  fast  track.  It's  a  small,  intimate 
program  with  only  65  full-time  and 
195  part-time  students.  It  lacks  ac- 
creditii^'ion  by  the  American  Assem- 
bly of  Collegiate  Schools  of  Busi- 
ness. Simmons  students  scored  an 
average  of  545  on  the  Graduate  Man- 
agement Admissions  Test,  nearly  100 
points  below  tht'ir  counterparts  at  a 
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top  B-school  such  as  Northwestern  Uni- 
versity's Kellogg  School  (table). 

What  makes  Simmons  stand  out  is  its 
emphasis  on  organizational  behavior 
courses  that  examine  how  women  com- 
pete differently  from  men.  These 
courses  grew  out  of  research  done  by 
founders  and  current  deans  Anne  Jar- 
dim  and  Margaret  Hennig  for  their  1973 
best-seller  The  Managerial  Woman. 
The  pair  found  that  women  don't  adhere 
to  rigid  notions  of  corporate  hierarchy 
and  success,  causing  them  to  miss  op- 
portunities for  advancement  that  men 
more  quickly  recognize.  Men  seek  to 
please  their  bosses,  they  wrote,  while 


HOW  SIMMONS  STACKS  UP 
AGAINST  A  TOP  B-SCHOOL 


SIMMONS 

NORTHWESTERN 

PERCENT  FEMALE 

100% 

33% 

AVERAGES 

•  ADMISSION  TEST  SCORE 

545 

630 

•  AGE 

34 

26.5 

•  YEARS  WORKED  SINCE  COLLEGE     1 2 

3.7 

•  TOTAL  TUITION 

$18,750* 

$30,800 

•  PRE-MBA  SAURY 

$30,840 

$38,700 

•  POST-GRAD  SALARY 

$41,250 

$51,500 

*One-year  program 

DATA.  BW  ESTIMATES,  SCHOOLS 

women  show  greater  concern  for  thei: 
own  principles  and  goals.  Today,  thes( 
notions  still  strike  a  chord  for  many  Sim 
mons  students,  who  have  worked  thei 
way  into  middle-management  jobs  onh 
to  find  themselves  overtaken  by  men. 

Jardim  and  Hennig  got  a  glimpse  o 
this  phenomenon  while  on  the  faculty  o 
the  Harvard  business  school  in  the  earl; 
1970s.  After  Hennig  was  denied  tenure 
they  proposed  the  idea  of  an  all-femali 
B-school  to  Simmons  College,  a  privat 
women's  school  founded  in  1899.  WitI 
the  help  of  a  $25,000  grant  from  Hai 
vard  University  and  other  sources,  th' 
school  opened  its  doors  in  1974  in  a  sir 
gle  building  tucked  between  browr 
stones  in  Boston's  quaint  Back  Bay. 
PRACTICAL  LESSONS.  Nearly  20  years  lal 
er,  doubts  about  an  all-female  MB.\  pr( 
gram  linger.  George  W.  McGurn,  dea 
of  Boston  University's  B-school,  say 
women  benefit  by  competing  with  m-^ 
in  the  classroom.  Some  students  agree 
"It  would  have  been  great  to  have  me? 
responding  in  the  organizational  beha\ 
ior  classes,"  says  Julie  Krupa,  now 
group  marketing  manager  at  Gillette  C( 
Jardim  and  Hennig  maintain  that  thei 
program  is  relevant.  They  say  wome 
participate  less  when  there  are  men  i 
class  and  that  their  male  colleagues  <> 
ten  discount  their  ideas.  "You  might  :i 
well  go  to  Harvard  business  schoni 
you  accept  that  there's  no  difference  i 
how  men  and  women  work,"  insists  J;i 
dim.  "We  believe  the  difference  is  n  a 
We  look  at  how  we  act  and  need  t-i  a( 
so  that  men  can  understand  us." 

Simmons'  unique  curriculum  h;i 
won  respect,  if  not  universal  prais 
from  Boston's  academic  communit 
Laura  Fisher,  director  of  admissior 
at  Harvard,  says  the  Simmons  MB 
program  is  a  tough  one.  "Part  c 
what  Simmons  does  is  to  give  won 
en  the  confidence  that  they  can  con 
pete  with  anyone  else,"  says  Alia 
R.  Cohen,  management  professor  i 
Babson  College,  a  private  school 
Wellesley,  Mass.  "The  graduate 
come  out  of  there  feeling  like  thf 
can  take  on  the  world." 

Indeed,  many  graduates  reca 
Simmons  with  a  fervor  usually  r 
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Excellence  is  Oui  Style 


At  the  office,  or  At  Hotel  Lotte 

There's  one  Common  link. 


More  and  more  businessmen  choose  our 

New  Wing  for  its  uncompromising  luxur>' 

and  executive  ser\nces 

Here.  the>'  enjoy  rooms  that  are  the  biggest 

on  average  in  tovm.  generously  sized  desks 

and  quick  access  to  a  fax.  copier  and  type- 

wnter. 

From  express  check-in  at  our  Hospitalit)' 
Lounge,  fnendly  assistance  and  a  srnile  are 
never  far  away 
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Because  successful  marketing  today  demands  a  total 
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Position  yourself  for  success  ivith  McGraw-Hill  Business  Books. 


At  bookstores,  or  call  toll-free  1-800-2-MCGRAW. 
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served  for  revival  meetings.  Gail  Dei 
gan,  a  former  sixth-grade  teacher,  say 
a  six-week  internship  that  is  part  of  th 
Simmons  program  opened  the  door  fc 
her  at  Eastern  Enterprises,  a  $1.1  billio 
conglomerate  where  she  is  now  chief  f 
nancial  officer.  Without  her  Simmons  d( 
gree,  switching  from  a  teaching  caret: 
to  finance  would  have  been  impossiblt 
she  says.  Martha  Crowninshield.  now 
partner  with  the  investment  firm  Bosto 
Ventures  Management  Inc.,  recalls  th: 
as  a  labor  negotiator  for  a  computt 
manufacturer  she  did  not  see  why  ht 
managers  did  not  share  her  view  th; 
labor  relations  is  more  than  hagglin 
over  an  extra  few  cents  an  hour.  "The 
would  say.  'Two  plus  two  is  four,'  and: 
would  say,  'Somehow,  I  think  the  issi: 
is  bigger  than  that." "  Crowninshiel 
says  her  Simmons  education  taught  ht 
how  to  quickly  size  up  an  organizatio 
and  grasp  its  prevailing  values.  She  ui 
derstands  behavior  that  seemed  alien  b' 
fore  she  went  to  Simmons. 


The  school  has 
a  wonderful  reputation 
for  teacliing  women 
how  to  be  middle  managers 


Despite  the  controversy  it  generate 
Simmons  has  its  corporate  champion 
Bank  of  Boston  Corp.,  which  refused 
interview  members  of  the  first  class 
years  ago,  now  employs  some  35  grad 
ates.  "The  women  who  come  out  of  Sir 
mons  are  really  charged  up,"  says  W; 
ter  Wells,  corporate  manager  of  trainir 


and  development  at  Gillette.  General  M 
tors.  Xerox,  and  Capital  Cities/.A.BC  a 
among  the  blue-chip  companies  th 
send  employees  to  Simmons'  six-we 
executive-development  program.  "Tl 
school  has  a  wonderful  reputation  {< 
teaching  women  how  to  be  middle  malpj- 
agers,"  says  Louis  DiFabio,  a  human  r 
sources  official  at  Xerox  Corp. 

Does  that  mean  Simmons  grads  car 
make  it  to  the  top?  They  can  if  th< 
have  the  confidence  Ronda  Ayers  bu 
up  thei'e.  After  graduating  in  1987,  si 
returned  to  American  Airlines  for  a  fe 
months,  then  quit  to  set  up  her  ov 
company.  The  venture,  Aver  Play,  cr 
ates  promotional  messages  that  comp 
nies  play  for  telephone  customers  wl 
ai'e  put  on  hold.  "I  wouldn't  have  tri^ 
launching  a  business  if  I  hadn't  gone 
Simmons."  she  says.  For  the  unconve 
tional  graduates  of  Simmons,  that's  t 
bottom  line. 

By  Luura  Jereski  in  Bost 
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^ ^^^T^Sj     f^"""       information  about  WordPerfect  5.1. 

see  your  local  dealer.or  call  us  at 

(8nn)-52r>!"ii7S. 


The  Producer: 


To  see  the  HP  LaserJet  III  in  action, 
just  see  your  local  dealer. 


A  Cast  Of  Thousands: 


8    .^f^rUftB  TRENOS 


With  WordPerfect  5. 1®  and  the 
[ewlett-Packard  LaserJet  III  printer,  it  takes  no  '5= 
me  at  all  to  produce  blockbuster  work. 

Everything  you  do  in  WordPerfect  sparkles.  From 
ibles,  to  a  variety  of  images,  to  type  styles  that  could  play  on 
marquee.  WordPerfect  includes  1,500  different  characters,  and 
le  HP  LaserJet  III  prints  all  of  them.  Even  equations  dance  on  the 
rinted  page. 

And  with  WordPerfect  pull-down  menus,  with  or  without 
[louse  support,  you've  got  one  of  the  easiest,  yet  hardest  working 
i^ord  processors  in  the  business. 

Now  add  the  unmatched  perfonnance  of  the  HP  LaserJet  III 
irinter  and  bring  on  the  show.  HP's  new  Resolution  Enhancement 
schnology  gives  you  the  best  possible  300  dpi  laser  printing.  And 
nth  HP's  enhanced  PCL5  printer  language,  including  HP-GL/2 
ector  graphics  and  scalable  typefaces,  anything  you  do  can  reach 
icredible  proportions.  Einally,  curves  really  curve.  And  type 


begs  for  a  reading. 
Of  course,  it  takes  more  than  talent  to 
"^^  make  it  in  this  business.  It  takes  the  right  con- 

'     nections.  Hewlett-Packard  offers  an  extensive  network 
of  trained  authorized  dealers.  And  with  WordPerfect,  you'll  find 
over  600  service  people  ready  to  help  in  a  supporting  role. 

WordPerfect  5.1  and  the  HP  LaserJet  III  printer.  Some 
performances  just  get  better  every  time  you  see  them. 

WordPerfect 

CORPORATION 

1555  North  Technology  Way  Orem  Utah  84057 

Tel:  (801)  225-5000  Telex:  820618  Fax:  (801)  2224477 

For  more  information  call  us  at  (800)  526-5178. 

WordPcrfiTl  is  a  regislfred  tnidt-nurk  of  VVunlPfrfwl  InrpiimliDn  in  iht-  I'niled  States    i  IWO  WordPt-rfect  C()rT>orali(jn 
All  other  brands  and  prurlm  l  namt-v  arc  trademarks  or  rfpslercc]  trademarks  of  their  respet  tivc  i<)iii(janies. 


HOT  GROWTH 
COMPANIES 

HOW  THEY'RE  MEETING  THE  CHALLENGES  OF  THE  '90s 


W::hiii  the  terniinally  hip  ait  cii-- 
c'.es  of  New  York  and  Los  An- 
jTeles.  many  gasp  at  the  likes 
vi  .Mann:  S.  Blinder.  He's  a  inmpled 
former  tele\'ision  producer  whose  ap- 
proach to  the  ait  business  is  decidedly 
declasse.  Blinder  sells  original  works  of 
Andy  Wai-hol.  Roben  Mappletho!"pe.  and 
othei-s  in  that  tem.ple  of  ci-ass  consumer- 
ism— the  American  shopping  mall. 

Blinder.  43.  founded  Martin  LawTence 
Limited  Editions  Inc.  in  1976.  In  many 
ways.  he"s  emblematic  of  the  enti*epi*e- 
neurs  whose  brainchildren  niake  up 
BUSINESS  \\tek"5  sixth  arjiual  list  of  Hot 
Growxh  Companies.  Brash  and  innova- 
tive, he  has  blown  to  smithei-eens  the 
traditional  notion  that  fine  ait  has  to  be 
moved  thJ^^ugh  exclusive  galleries.  In- 
stead, his  4o  galleries  across  10  states 
are  right  next  to  depaitment  stores  such 
as  Macy's.  and  he  offers  original  and 
limited-edition  works  i-anging  from  S-500 
to  -SlO.OOCi  to  an  neophjtes  and  fanciers 
alike.  Blunder's  marketing  tactics  can  be 
indelicate.  He  fuinishes  V.'  game  shows 
such  as  Ul<ee!  of  Fortune  vnth  ait 
prizes  in  exchange  for  advertising. 

Tnat  takes  chutzpah.  But  breaking  the 
rales  is  often  what  sets  apart  the  compa- 
nies or.  BW"s  roster.  Fromi  a  imivei'se  of 
more  than  3.6(h3  publicly  traded  compa- 
nies with  sales  of  less  than  Sloli  million. 
BW  chose  the  top  ICk)  on  the  basis  of 
average  sales  and  eaniings  grov^th  dur- 
ing the  last  three  years.  The  selection 
also  reflects  the  three-year  average  re- 
turn on  invested  capital.  This  innovative 
crowd  is  Iea\ing  a  vapor  trail  in  its  path: 
Average  thi-ee-vear  sales  gi-ov%th  hit 
56.  r 


compar^a 


the  Standard 


Poor's  4(H>stock  index'  10.4"  .  EaiTiings 
gT0v%th  for  the  same  period  sizzled  at 
123.S''  .  against  SiP's  lS.6^f.  The  group's 
average  return  on  invested  capital  was 
25.6  'i^.  com.pared  with  SiP's  11.5". 

Once  again.  BWs  survey  also  includes 
a  timely  peek  at  the  upstarts  making 
their  marks  on  the  inteniational  scene 
(page  124).  With  the  opening  up  of  the 
East  bloc,  the  pending  reunification  of 
Germany,  and  deregulation  in  the  Euro- 
pean Com.murjD.'.  venture  capitalists  see 
b-.:?:r.-;>  ur.iries  aplent}". 

siALLERY  IN  A  BOX.'  In  the  U.  S..  the  list 
continues  to  oe  dominated  by  sofrKai-e 
and  other  computer-related  enterpiises. 
which  took  22  slots.  But  other  fields  also 
beckon  risk-takei-s:  specialty'  retailing, 
restaurants,  telecommunications,  and 
home  health  c-are.  Not  all  the  com.panies 
ai-e  glamorous  or  high-tech.  Take  Fas- 
tenal.  No.  6S  on  the  BW  list.  Based  in 
Winona.  Minn..  Fastenal  markets 
screws — 22.000  tj^pes  of  them — tiirough 
a  network  of  stores  in  the  upper  Mid- 
west. Or  consider  No.  1  Re.xhall  Indus- 
tries Inc..  a  Saugus  ( Calif. )-based  compa- 
ny that's  tuiTiing  a  niftj"  doUar  making 
3T-ioot  recreational  vehicles. 

The  glitzy  and  the  prosaic  alike  face 
head-whirling  changes  during  the  1990s. 
Computer  techjiolog].'  is  a  big  one:  So- 
phisticated graphic-s  and  num.ber-cninch- 
ing  firepower  are  coming  vsithin  finan- 
cial reach  of  smaller  companies.  Blinder, 
for  one.  is  hell-'bent  on  making  quality" 
art  more  accessible.  So.  he's  spending 
-S430.0CK)  this  year  to  outfit  his  galleries 
vsith  PCs  aiTned  with  laser  \ideodisks. 
Soon,  customers  volll  be  able  to  scan  his 
:nve:::orv   o::   hi^rh-resolution  color 


screcr.s.  searching  for  works  by  pric 
st\"ie.  and  aitist.  "We'll  have  a  massr  ur.- 
art  gaUer}"  in  a  bo.x."  Blinder  says.  K 

Other  n*ends  are  emerging,  too.  Co  s 
sider  the  lise  of  women  entrepreneui  ett: 
They're  pursuing  their  dreams  and  b<  i:^!- 
ting  it  aU  on  staitups  at  ore-ard-a-hs  t  - 
times  the  rate  of  men.  A:.      ^      -  -  -  ' 
gender,  ena-eprenem-s  v.  .  i 
the  globe  for  gi-owth  as  :  :>re#:  :r 

The  going  is  also  gett::.-.  :  -.^i.ci 
-America's  20  milhon  small  business  ow  e 
ers.  though.  The  expansive  1980s  offer  it:- 
feitile  soil  for  a  fiovv-einng  of  entrepi  te 
neurial  acti\itj".  Nearly  s-         -  jf  e  t 
ery  10  new  jobs  c-ame  ::  ;.ari  t! 

■with  fewer  than  500  em.pioyees.  accoi  ilt 
ing  to  the  U.  S.  Sm.al!  Business  .A.dm.in 
trati'jr..  .A.  o:".ce  :"'.OGes:  t'OO'!  of  ventu  t:. 


FAST  COMPANY: 
SIX  WAYS  THE 
HOT  100 
STACK  UP 


SALES 


EARNINGS 


MA 


Milltofis  of  do'ltors' 

Millioiij  of  doJIars' 

b- 

CSS  INDUSTRIES 

5146.9 

RAYOHIER  TIMBERLANDS 

570-3 

ADOBE  SYSTEMS 

SHOREWOOD  PACKAGING 

137.7 

ADOBE  SYSTEMS 

36.9 

TOTAL  SYSTEM  SER\ 

r 

ADOBE  SYSTEMS 

133-0 

CABLETRON  SYSTEMS 

22.5 

RAYONIER  TIMBERI 

STEVEHS  GRAPHICS 

132.2 

SANFORD 

21.8 

BMCSOrrWARE 

SUPERIOR  TELETEC 

130.9 

SOFTWARE  PUBLISHING 

19.6 

DIAGNOSTIC  PRODt, 

^Latest  four  qoonars 
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lital — ^just  $4.5  billion  in  1980 — turned 
5  a  gusher  by  the  end  of  the  decade, 

more  than  sevenfold,  to  $33  billion, 
's  Venture  Economics  Inc.  But  now 

growth  in  venture  bucks  is  slowing, 
d  many  banks,  which  had  been  in- 
asingly  willing  to  lend  to  startups, 
'  reining  in  credit — particularly  in  the 
rtheast.  Small  businesses  also  face 
,er  formidable  hurdles,  such  as  sky- 
keting  medical  costs  and  a  dearth  of 
lied  labor. 

rhe  highfliers  that  overcome  such  ob- 
cles  can  bring  investors  sweet  re- 
ns.  Take  Medical,  a  provider  of 
ne  intravenous  therapy  and  a  big  ben- 
nary  of  the  drive  to  contain  health 
■e  costs.  During  the  past  two  years, 
stock  has  more  than  doubled.  Yet  hot 


growth  companies  can  also  run  into 
trouble  just  as  quickly.  Consider  that 
only  39  companies  from  last  year's 
group  made  the  cut  this  time  around.  A 
few,  such  as  tcby  Enterprises,  the  yo- 
gurt chain,  simply  outgrew  the  list. 

Others,  such  as  Silk  Greenhouse  Inc., 
which  made  the  top  10  on  last  year's  list, 
just  unraveled.  Troubles  started  in  May 
at  the  Tampa-based  retailer  of  silk  flow- 
ers and  quirky  items  such  as  hot-pink 
flamingos.  It  tried  to  pull  off  a  28-store 
expansion  beyond  its  e.xisting  57  outlets. 
But  several  stores  didn't  open  on  sched- 
ule, and  inventory  costs  soared.  Soon  a 
cash  crunch  hit,  and  the  company  had 
trouble  making  rent  at  two  of  its  stores. 
Silk  Greenhouse  executives  aren't  talk- 
ing and  have  been  slow  to  release 


fourth-quarter  numbers.  Yet  analysts 
figure  the  company  will  report  a  loss  of 
$3.7  million  on  $99.3  million  in  sales  for 
the  year.  Silk  Greenhouse  has  already 
scaled  back  its  planned  store  openings 
by  half,  to  15  for  this  year. 
HELPING  HANDS.  Running  a  small  busi- 
ness can  be  hair-raising.  But  it  also  of- 
fers big  rewards,  particularly  for  wom- 
en. For  Kristine  Hughes,  a  housewife  in 
Spanish  Fork,  Utah,  the  appeal  was  flex- 
ibility. She  launched  her  herbal  remedy 
and  health  food  company.  Nature's  Sun- 
shine Products,  from  her  home  back  in 
1972.  "The  kids  would  help  me  label  our 
jars,"  she  says.  "I  had  the  best  of  both 
worlds."  For  ambitious  women  who  feel 
stymied  by  sex  discrimination  in  larger 
corporations,  smaller  outfits  may  offer 
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Average  annual  rate 
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V  MEDICAL 

177.1% 

GISH  BIOMEDICAL 

736.0% 

CARE  GROUP 

61.8% 

471 

NETWORK  GENERAL 

144.8 

WEITEK 

531.9 

REXHALL  INDUSTRIES 

60.0 

470 

REXHALL  INDUSTRIES 

141.5 

SERV-TECH 

397.9 

YES  CLOTHING 

56.3 

422 

AMERICAN  POWER  CONVERSION 

139.2 

OREGON  METALLURGICAL 

379.9 

NATIONAL  MEDIA 

54.5 

416 

SOFTWARE  TOOLWORKS 

130.4 

HURCO  COMPANIES 

279.8 

LUND  INTERNATIONAL  HOLDINGS 

53.3 

* Latest  three  years 
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more  opportunities.  "I  was  better  able  to 
use  my  talents  and  get  noticed  in  a  small 
company."  says  Jeanne  M.  Miller,  chief 
financial  officer  at  Gish  Biomedical,  who 
quit  a  Big  Eight  accounting  fii-m  to  join 
the  company  four  years  ago. 
GRAND  MASTER.  Another  trend:  More 
and  more  entrepreneurs  will  venture 
into  foreign  lands  for  growth.  Smaller 
companies  already  account  for  about 

2.5'f  of  exports  in  manufactured  goods. 
"We're  knocking  their  socks  off  in  Eu- 
rope," crows  Les  Crane,  chairman  of 
Software  Toolworks,  based  in  Chats- 
worth,  Calif.  Indeed,  its  Chessmaster 
2100  game  is  one  of  the  top  five  pro- 
grams in  Europe,  and  the  software  de- 
signer recently  expanded  its  reach  over- 
seas by  acquiring  Mindscape  Inc.. 
another  software  concern  with  distribu- 

tion arms  in  Europe  and  the  Pacific  Rii 
Crane,  a  onetime  T\'  talk-shovv-  hos 
has  the  boldness  that  makes  BW's  H( 
Growlh  Companies  so  feist}'.  And  wl 
not?  For  all  the  challenges,  uncertai 
ties,  and  risks,  there's  a  new  world  u 
folding  this  decade  for  those  with  a  got 
idea  and  the  guts  to  pursue  it.  ; 

By  Brian  Bremncr  in  Neic  York,  2«j 
la  ne  Recio  in  Miami  | 

REXHALL  I.NDLSTRIES 

THESE  RVs  ARE 
DOING  WHEELIES  OFF 
DEALERS'  LOTS 


It  was  a  like  a  scene  from  the  movie 
Tucker,  in  which  a  series  of  crises 
batter  an  entrepreneur  who  takes  on 
Detroit's  big  auto  makers.  Only  this 
time  it  was  William  J.  Rex.  a  onetime 
assembly-line  worker,  who  was  taking 
on  the  powers  in  motor  homes. 

Together  with  a  few  friends  and  his 
wife  Cheryl.  P.ex  took  S150.000  in  sav- 
ings and  rented  a  warehouse  in  San  Fer- 
nando. Calif.,  in  1986.  Then,  he  bought 
100  heavy-duty  chassis  from  Ford  Motor 
Co.  The  race  was  on  to  start  producing 
his  Ail-ex,  a  less  expensive  and  sleeker 
version  of  the  motor  homes  made  by 
industrj-  leader  Fleetwood  Enterprises 
Inc.  He  overcame  one  nagging  problem 
after  another  before  a  major  complica- 
tion almost  did  him  in.  Nine  months  into 
production.  Rex  lost  his  lease  and  was 
given  90  days  to  cart  his  half-assembled 
RVs  away.  After  scrambling  around  for 
a  new  plant  site  and  spending  nights  and 
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weekends  building  offices  in  the  raw 
space.  Rex  finally  shifted  production  15 
miles  away  to  Saugus. 

The  wind  has  mostly  been  at  Rexhall 
Industries  Inc.'s  back  ever  since.  In  an 
industry  whose  shipments  were  off  by 
7''<  in  1989.  Rexhall's  sales  doubled,  to 
834  million.  Profits  soared  by  136^f,  to 
S2.2  million  last  year,  helping  win  Rex- 
hall the  No.  1  spot  on  the  BW  list  of  Hot 
Growth  Companies.  Rexhall  shows  how 
an  entrepreneur  can  use  snazzy  styling 
and  a  gimlet  eye  for  costs  to  outmaneu- 
ver  much  bigger  rivals.  "They've  taken 
the  industry  by  storm."  concedes  Rex 
Miner,  a  \ice-president  for  product  de- 
velopment at  Winnebago  Industries  Inc., 
which  lost  SlO  million  in  the  fii-st  half  of 
fiscal  1990.  "Everybody  is 
trying  to  figure  out  how 
they're  doing  it." 
HOT  WHEELS.  Rexhall  isn't 
the  same  league  as 


m 

Fleetwood  or  Winnebago 
just  yet:  It  makes  only  sLx 
R\  s  a  day.  But  thanks  to  a 
$6  million  public  offering 
last  summer,  production 
could  increase  to  about  20 
by  the  end  of  the  year, 
Rex  says.  He  doesn't  have 
to  worrv  about  demand. 


IN  AN  INDUSTRY 
WHERE 
SHIPMENTS 
SANK  7%  LAST 
YEAR,  REXHALL 
SALES 
DOUBLED 


"T'll  buy  as  many  as  they  can  send  me 
says  Burbank  (Calif.)  dealer  Doc  Wilso 
one  of  Rexhall's  80  authorized  dealers 

What  sells  the  Airex  is  its  835,000 
865,000  price.  That's  82,000  to  85,000  le: 
than  competing  models.  But  custome 
also  like  the  racy  styling.  The  interior 
designed  by  the  39-year-old  Rex  and  h 
wife,  feature  oak  cabinets,  plush  sofa 
and  swivel  chairs.  Rex  got  his  idea  f- 
the  Au-ex  the  old-fashioned  way:  He  cci 
led   it — mostly   from   Thor  Industri 
Inc.'s  Airsti-eam  trailer.  "In  this  indi- 
tiy,  we  call  it  R&C:  research  and  copy 
^■e  says.  But  instead  of  the  costly  alun- 
im  used  in  Airstreams,  Rex  uses  fibt 
glass.  To  cut  still  more  costs,  Rexh;l 
mixes  the  stuff  itself  and  makes  its  ovi 
doors  and  furnishings. 
REAL  CHASSIS.  Rex  got  his  start  puttii: 
!:\'s  together  for  82  an  hour  on  an  £- 
-embly  line.  Within  five  years,  he  ma- 
aged  the  plant.  He  moved  on  to  heJ 
another  RV  company  owned  by  Fo! 
dealer  Bert  Boeckmann.  After  Boee- 
mann  sold  that  business.  Rex  got  him 
guarantee  pa\Tnent  on  the  100  V 
chassis  that  put  him  in  business.  "Iii  u- 
industry,  chassis  are  everything,"  Re 
explains.  "Once  suppliei-s  saw  those  1) 
chassis,  they  knew  we  were  for  real.'  * 
Even  after  relocating.  Rex  was  forcj  f 
to  contend  with  fiberglass  shoitages  a|  ni 
a  lack  of  trained  workers.  But  Rex  mjr  W 
face  more  serious  roadblocks  if  the  *- 
dustr\''s  overall  health  doesn't  impro; 
soon.  And  competitors  assert  that  Rt 
hasn't  built  a  big  nationwide  senice  nl- 
work,  a  problem  that  could  catch  | 
with  him  as  his  older  RVs  begin  breaki^ 
down  in  far-flung  places. 

Rex,  who  controls  52^c  of  Rexh;L 
says  he's  not  worried.  He  used  the  piv 
lie  offering  to  buy  out  s 
partner  and  co-found'', 
Charles  A.  Hall,  and  s 
looking  at  export  de* 
with  Japanese  and  ItaliB 
companies.  And  with  $p 
million  left  from  the  off^ 
ing,  he  says  he  can  wea 
er  any  slump.  Cash 
hand,  he  says,  "feels  ri 
good."  That  puts  him  ce 
up  on  Preston  Tucker. 

By  Eric  Schine  in  Sauos. 
Calif. 
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Randall  and  Tsabag  adapted  the  skin-tight  look  to  everyday  fashion  and  evening  wear 


YES  CLOTHING 


SPLASHY  SPANDEX 

TOGS  FOR  THE 
8UNTAHHEP  MASSES 

Beorge  W.  Randall  and  Moshe 
Tsabag  have  come  a  long  way 
since  they  were  selling  polyester 
msecoats  to  K  mart  Corp.  Light-years, 
fact.  The  two  now  run  Yes  Clothing 
3.,  which  hawks  splashy  spandex  num- 
irs  to  Valley  Girl  wannabees. 
In  1987,  Randall  and  Tsabag  had  an 
ea:  Why  not  take  cotton  spandex,  a 
brie  prized  by  swimmers  and  aerobic 
incers,  and  stretch  it  into  everyday 
.shion?  "With  the  physical-fitness 
)om,  the  world  was  ready  to  move 
om  a  loose  look  to  a  tighter  look,"  says 
;abag,  42,  the  company's  Israeli-born 
•esident. 

Now,  about  half  the  Yes  line — every- 
ing  from  skimpy  $10  bandeau  tops  to 
•phisticated  $70  evening  dresses — 
arts  with  spandex.  Its  ultra-rad  Cali- 
rnian  image  helps,  too.  "There  are  a 
t  of  knockoffs,  but  Yes  still  does  it 
!tter,"  says  Ann  Treffry,  sportswear 
erchandise  manager  for  the  200-store 
ly  Jacobs  chain  in  Seattle. 
Randall  and  Tsabag  are  no  slouches  at 
arketing  either.  Yes  furnished  the 
ardrobe  for  the  recent  movie  Lambada 
gain  wider  exposure,  and  such  moves 


CARE  GROUP 


QUALITY  HOME 
CARE  FOR  VICTIMS 
OF  AIDS 

In  1983,  Ann  Mittasch  sold  her  half  of 
the  home  health  care  agency  she  co- 
founded  on  Long  Island  and  took  off 
•r  a  spin  through  sunny  Italy.  But  re- 
rement  proved  dull,  and  six  months  lat- 
•,  Mittasch  snapped  up  another  nurse- 
affing  company.  Then,  with  the  AIDS 
■isis  emerging,  Mittasch  had  a  new 
ea.  "We  decided  to  specialize  and  take 
ire  of  AIDS  patients  like  nobody  else 
)uld,"  she  says. 

Nowadays,  the  spirited  Mittasch,  60, 
is  little  time  for  travel.  She's  chairman 
I  Care  Group  Inc.,  which  offers  home 
salth  care  to  those  with  HiV-related  ill- 
esses.  Care  Group  sends  nurses  and 
ledical  equipment  to  aids  victims' 
omes  to  provide  everything  from  intra- 
enous  feeding  to  counseling.  Sadly, 
lere's  plenty  of  business.  The  current 
IDS  caseload  nationwide  now  stands  at 


are  paying  off.  Yes's  earnings  rocketed 
119%,  to  $1.8  million  on  sales  of  $29  mil- 
lion— up  55%' — for  the  first  nine  months 
of  the  fiscal  year  that  ended  in  March. 
Sales  this  year  should  top  $50  million. 
FAD  FACTOR.  Of  course,  meteoric  new 
names  in  specialty  retailing  can  quickly 
flame  out.  And  Yes  will  have  to  work 
hard  to  keep  its  look  fresh.  Still,  Yes  has 
a  spandex-clad  leg  up  on  competitors 
such  as  Beeba's  Creations  and  L.  A. 
Gear's  apparel  line.  Virtually  all  of  its 
garments  are  made  by  subcontractors 


Mittasch  (left)  provides  everytiiing  from 
rv  feeding  to  counseling 

about  50,000,  according  to  the  Centers 
for  Disease  Control,  and  should  double 
by  1992. 

Investors  figure  Mittasch  is  on  to 
something  big.  Since  going  public  last 
year,  Care  Group's  stock  has  more  than 


near  its  Los  Angeles  headquarters,  rath- 
er than  imported  from  abroad,  so  that 
Yes  can  deliver  the  goods  quickly  to  re- 
tailers and  keep  inventories  lean. 

When  they're  not  working,  Randall 
and  Tsabag  canvass  customers  and  re- 
tailers worldwide  for  new  ideas.  "De- 
signers make  what  they  want.  We  make 
what  our  customers  want,"  says  Ran- 
dall, the  company's  60-year-old  chair- 
man. So  coming  this  fall  is — what 
else? — Yes  Men.  Tubular,  dude. 

Bji  Larry  Armf;f rong  in  Los  Angeles 


doubled,  to  about  5.  Earnings  soared 
417o,  to  $787,000,  on  $9.4  million  in  sales 
last  year.  Why?  AIDS  patients  desperate- 
ly need  quality  home  care.  For  one 
thing,  it  can  be  more  affordable.  Care 
Group  typically  charges  $200  for  a  dose 
of  antibiotics,  while  hospitals  can  charge 
twice  that  amount.  Home  care  also 
shields  AIDS  patients'  weakened  immune 
systems  from  the  germs  inside  hospitals. 
Psychology  plays  a  role,  too.  "Walking 
into  a  hospital  is  a  very  depressing  expe- 
rience," says  Dr.  Paul  J.  Cimoch,  direc- 
tor of  medical  services  at  the  Center  for 
Special  Immunology,  an  AIDS  clinic  in 
Fort  Lauderdale,  Fla. 

Most  of  Care  Group's  clients  live  in 
New  York  City.  But  the  Lake  Success 
(N.  Y.)  company  also  has  operations  in 
Washington,  Atlanta,  and  southern  Flor- 
ida. Mittasch  is  eyeing  new  markets 
such  as  San  Francisco  and  Houston.  And 
Cai-e  Group,  which  last  year  extended  its 
services  to  cancer  patients,  may  add 
home  care  for  Alzheimer  victims,  too. 

Big  plans.  But  where  will  the  cash 
come  from?  Home  health  care  oufits  are 
susceptible  to  cash  crunches,  since  insur- 
ance payments  can  sometimes  take  three 
months  to  dribble  in.  Most  of  Care 
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AND  LOTS  OF  CRACKERS. 


The  tough  job.  Not  everyone  can  handle  it. 
And  not  everyone  can  handle  It  like  Unisys. 

Case  in  point,  Sunshine  Biscuits  Inc.,  maker 
of  44  billion  crapkei^  and  cookies  yearly. 


The  Sunshine  challenge— an  urgent  need  to  in- 
tegrate operations  of  five  bakeries  nationwide 
to  get  the  right  mix  of  products  to  the  right 
store,  at  the  right  time,  in  the  right  quantity. 

Our  challenge— design  an  information  system 
to  manage  every  step  of  the  process  from  in- 
gredients to  delivery  Then,  implement  the  _ 


system  without  disrupting  Operations  or  en- 
dangering product  freshness. 

The  solution— a  team  of  Unisys  engineers, 
backed  by  our  national  support  team,  working 
nights  and  weekends  to  get  the  job  done. 


With  hardware,  softvirare  and  networking  solu- 


And  it  gave  technology  to  Sunshine  that  could 
grow  with  them  for  the  next  ten  years. 

Not  everybody  can  giv^ou  that  kind  of  ser- 
vice and  not  everybody  cap^etei^jgKi^iBStail 
the  kind  of  informatior^%stenTstJhlsys  can. 


The  job  we  did  for 
oneof  nmanystorie: 

Giveusacall.Gettii 
be  that  easy.  We'll 


Biscuits  is  only 
Id  tell. 


gh  job  done  could 
ng  the  crackers. 
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Group's  clients  are  either  privately  in- 
sured or  covered  by  medicaid.  But  the 
company  keeps  a  close  eye  on  claims 
collection  and  screens  patients  for  credit- 
worthiness. Care  Group  should  also  re- 
ceive $3  million  later  this  year,  when 
shareholders  exercise  warrants  issued  in 
the  1989  public  offering  that  gave  them 
the  right  to  buy  stock  at  $3  a  share. 
FEW  RULES.  Even  so,  Care  Group  now 
must  compete  with  mighty  rivals  in  the 
$10  billion  home-care  industry  that  have 
recently  moved  into  the  AIDS  market. 
"We're  doing  quite  a  bit  of  AIDS  work 
now,"  says  Sunny  Sutton,  a  senior  vice- 


DUTY  FREE  INTERNATIONAL 


IT'S  TAKING  OFF 
WITH  JET-LAGGED 
SHOPPERS 


As  a  teenager,  John  A.  Couri  spent 
his  summers  working  behind  the 
counter  of  his  father's  duty-free 
shop  at  John  F.  Kennedy  International 
Airport  in  New  York.  There,  he  learned 
a  lesson  about  retailing:  Peddling  per- 
fume, liquor,  and  cigarettes  to  interna- 
tional travelers  is  an  extremely  lucrative 
business. 

It  was  a  worthwhile  apprenticeship.  In 
1983,  Couri  founded  Duty  Free  Interna- 
tional, now  a  chain  of  67  stores  in  North 
American  airport  terminals  and  along 
the  U.  S.-Canadian  border.  The  stores 
sell  duty-free  merchandise  at  discounts 
of  up  to  60'/  .  Duty  Free  also  has  a  con- 
siderable wholesale  business,  selling 
goods  to  cruise  ships,  international  air- 
lines, and  foreign  diplomats  stationed  in 
the  U.  S. 

With  the  rise  in  global  travel,  Duty 
Free,  based  in  Ridgefield,  Conn.,  has 
been  on  an  earnings  tear.  Last  year,  its 
net  income  soared  108%,  to  $10  million, 
on  $85.7  million  in  sales.  "They're  just 
coining  the  money,"  says  G.  Kenneth 
Heebner,  a  portfolio  manager  at  Capital 
Growth  Management,  an  institutional 
shareholder. 

CAPTIVE  MARKET.  The  Secret?  Unlike 
most  retailers,  Duty  Free  has  a  captive 
audience  of  travelers.  It  also  enjoys  a 
monopoly  at  most  of  the  terminals  and 
border  stops  in  which  it  operates.  And 
its  prices  are  a  big  draw,  too.  A  bottle  of 
Chanel  No.  5  perfume  that  sells  for  $112 
in  Japan  goes  for  a  mere  $47  at  a  Duty 
Free  shop.  Those  advantages  help  ex- 
plain why  each  of  the  company's  15 
stores  at  .JFK  pulls  in  a  hefty  $2,100  in 
annual  sales  per  square  foot,  compared 
with  the  $400  average  for  most  specialty 
retailers. 


president  at  Kimberly  Quality  Care  Inc., 
the  nation's  largest  home-care  provider. 

Also,  the  home-care  business  may  be 
ripe  for  greater  regulatory  scrutiny. 
Dozens  of  small  companies  that  do  intra- 
venous infusions  at  home  have  rushed 
into  the  AIDS  market,  and  abuses  are 
emerging.  Prices  for  the  same  type  of 
infusion  therapy  can  vary  by  a  stagger- 
ing 700%,  according  to  research  by  the 
Physician's  Association  for  AIDS  Care  in 
Chicago.  Insurers  and  regulators  aren't 
likely  to  tolerate  that  for  long. 

Mittasch  isn't  fretting.  Care  Group  in- 
sists it  can  offer  savings  of  30^'  to  40''<' 


on  most  pharmaceuticals,  given  the  ty]- 
cal  hospital  markups.  It  will  also  coa*. 
patients  on  how  to  handle  their  own  i: 
travenous  hookups,  further  cuttiij 
costs.  What's  more,  the  company's 
tensive  experience  treating  AIDS  patient, 
gives  it  an  edge,  she  says.  1 
At  times,  it's  a  grim  business.  But  ff 
Mittasch,  a  mother  of  three  who  hi 
been  a  health  care  entrepreneur  sini 
the  1950s,  the  rewards  aren't  just  fina| 
cial.  "We  can  really  make  a  differenct; 
she  says.  And  that's  even  more  excitiij: 
than  retirement  in  Rome. 

By  Brian  Bremner  in  New  Yo 


DUTY  FREE  SHOP 


CHANEL 


Anything  to  declare?  John  Couri  outside  his  Duty  Free  Shop  at  JFK  airport 


Couri,  49,  recently  signed  an  exclusive 
licensing  pact  with  tony  retailer  Harrods 
of  London  to  open  stores  inside  North 
American  airports,  and  in  September, 
the  two  will  unveil  a  3,000-square-foot 
boutique  at  Toronto's  Pearson  Interna- 
tional Airport.  Other  expansion  opportu- 
nities abound:  Duty  Free  has  an  option 
to  acquire  an  additional  16  shops  along 
the  U.  S.-Canadian  border  and  a  supplier 
of  duty-free  merchandise  to  cruise  and 
merchant  ships  for  a  total  of  $25  million. 
"We  haven't  even  scratched  the  surface 
yet,"  says  Couri. 

All  is  not  carefree  at  Duty  Free,  how- 
ever. Other  folks  are  catching  on  to  its 


good  fortune,  and  the  company  likt 
will  face  intense  bidding  when  its  airpc 
store  leases  start  to  come  up  for  rene  i- 
al  in  the  late  1990s.  A  big  runup  in  t 
dollar  could  make  Duty  Free's  pric 
less  attractive  to  foreigners.  And  t 
turmoil  in  the  Tokyo  financial  markt 
has  shrunk  the  number  of  Japane 
tourists  swinging  through  the  com 
ny's  shops. 

Even  so,  given  the  poor  on-time  p- 
formance  of  most  airlines  these  da^ 
Duty  Free  can  probably  count  on  i 
steady  stream  of  shoppers  with  time  ) 
kill  and  money  to  burn. 

By  Lisa  Driscoll  in  Ridgefield.  Cot\. 
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For  78  years,  L.  L.  Bean  has  offered  durable,  practical  products  for  men  and  women  who  love  the  outdoors. 

Our  catalog  includes  active  and  casual  apparel,  footwear,  equipment  and  accessories. 
All  fully  guaranteed  and  honestly  priced.  If  you'd  like  a  copy,  please  call  1-800-548-4303  anytime. 


FR££PORT,»vlA!Ne 


Let's  say  you  wanted  to  build 
the  most  reliable  800  network  in 
the  world.  And  give  it  the  most 
sophisticated  features. 

There  are  only  two  approaches 
to  the  problem. 

You  could  start  with  an  opera- 
tion that  began  over  100  years 
ago.  And  upgrade  it  one  part  at  a 
time.  By  adding  digital  switches 
here,  fiberoptic  lines  there, 
and  doing  your  best  to  make  this 
multi-layered  system  work  like 
one  piece. 

Or  you  could  start  with  a 
clean  sheet  of  paper  And  build 
a  network  that  actually  is  one 


piece.  That's  exactly  what  we've 
done.  At  US  Sprint,"  we  started 
in  1986,  and  built  our  entire 
network  from  the  ground  up. 
With  the  same  equipment  at 
every  location.  And  100%  digital 
fiberoptic  lines.  Nationwide. 

Technically,  we  call  this  ap- 
proach flat  architecture.  But  in 
non-technical  terms,  it  means 
there's  a  lot  less  to  go  wrong. 

With  this  simple  approach 
to  800  service,  we  can  give 
you  enhanced  features  like  call 
allocation,  which  lets  you  route 
calls  based  on  anticipated 
demand.  And  command  routing. 


which  lets  you  react  to  unexpect- 
ed demand  instantly 

So  you  can  make  it  much 
easier  for  customers  to  get  in 
touch  with  you. 

As  new  features  are  developed, 
adding  them  is  a  simple  matter 
of  programming.  Because  of  all 
this,  we  can  give  you  the  most 
sophisticated  800  service  in  the 
world.  And  the  most  reliable. 

So,  if  you  want  an  800  service 
that  keeps  your  business  in  one 
piece,  just  give  us  a  call. 

1-800-877-2000. 


&1990  us  Sprint  Coi 


i  Company  Limited  Parlnership 


800NETDRK 


US  Sprint 

ITS  A  NEW  WORLD'" 


SIERRA  ON-LINE 

SERIOUS  MONEY 
FROM  THE  GAMES 
PCs  PLAY 


Like  many  programmers,  Ken  Wil- 
liams saw  a  business  opportunity 
when  he  got  an  Apple  II  computer 
for  Christmas  in  1979.  He  prepared  a 
proposal  to  rewrite  a  standard  program- 
ming language  for  the  new  machine  and 
brought  it  to  a  software  publisher.  He 
also  took  along  a  game  that  his  wife  had 
designed,  just  for  fun.  The  company,  it 
turned  out,  wanted  the  game. 

The  incident  taught  Kenneth  A.  and 
Roberta  L.  Williams  that  computer 
games  are  serious  business.  Today,  Sier- 
ra On-Line  Inc.  is  the  market  leader  in 
games  for  the  IBM  PC  and  its  clones.  Seth 
H.  Feinstein,  an  analyst  at  the  Newhard, 
Cook  Div.  of  Advest  Inc.,  estimates  that 
Sierra's  revenues  grew  49'/^  ,  to  $30  mil- 
lion, for  the  fiscal  year  ended  Mar.  30, 
while  profits  rose  24'/',  to  $5.1  million. 
SEQUELITIS.  Sierra  makes  high-quality  in- 
teractive games,  in  which  the  player 
takes  on  the  role  of  the  main  character 
in  an  animated  adventure.  The  King's 
Quest  series,  for  example,  follows  the 


Time  for  fun:  Ken  and  Roberta  Williams  and  son  Chris  on  California's  Bass  Lake 


exploits  of  a  king  and  his  family.  Sierra 
manages  to  grow  in  a  fickle  market  by 
creating  sequels  that  keep  selling  better 
with  each  new  generation.  Roberta's 
King's  Quest  IV  has  sold  some  400,000 
copies  so  far,  twice  the  sales  of  King's 
Quest  III  to  date,  estimates  Feinstein. 

Still,  he  expects  Sierra's  growth  to 
slow  to  18'^  this  year  from  49'X  last 
year,  the  victim  of  videogame  makers 
such  as  Nintendo.  Their  machines  sell 
for  only  $100  to  $200,  compared  with 
$1,000  or  more  for  a  PC.  There  are  now 


m 
hat 
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50  million  Nintendo  players  in  homes  b  miic 
just  5  million  PCs  used  for  games. 

To  fight  back,  the  Williamses  are  b 
ting  on  a  risky  new  strategy  to 
much  more  sophisticated  games  on  co 
pact  disks.  By  next  year.  Sierra  plans 
sell  special  CD  drives  at  cost,  for  $7( 
with  two  games.  Later,  Sierra  hopes 
use  CD  technology  to  make  "true  inter; 
tive  films,  with  real  actors,"  says  K^ 
So  maybe  Rocky  XII  will  be  showi 
someday  on  a  computer  near  you. 
By  Richard  Brandt  in  Oakhursf,  Ca 


NTERVOICE 


BIG  OPERATORS  IN 
PHONE-ANSWERING 
EQUIPMENT 


ello  and  welcome  to  InterVoice 
ic.  To  learn  more  about  the 
company,  press  1.  To  hear  how 
the  company's  earnings  jumped  2337' ,  to 
$7  million,  on  $24.4  million  in  sales,  press 
2.  To  hear  how  it's  riding  the  crest  of  a 
$460  million  market  that's  growing  at  a 
75%  annual  clip,  read  on. 

Sound  familiar?  Some  people  find 
them  infuriating,  but  those  automated 
voice  answering  systems  are  popping  up 
everywhere.  InterVoice,  with  its  Robot- 
Operator  system,  can  hardly  keep  pace. 
It's  the  brainchild  of  two  Dallas  telecom- 
munications consultants,  Daniel  D.  Ham- 
mond and  Michael  Tessarowicz,  who 
founded  InterVoice  in  1984.  They  were 
joined  by  President  Allen  D.  Fleener  in 
1985.  "We  have  the  right  product  at  the 
right  price  at  the  right  time."  says  Ham- 
mond, a  38-year-old  engineer.  Tes- 
sarowicz, 46,  is  a  Polish  emigre  and  also 
an  engineer.  The  two  happened  to  share 


InterVoice  President  Fleener  with 
founders  Tessarowicz  and  Hammond 


an  office — and  a  knack  for  tinkering— i 
the  early  1980s. 

Why  the  mad  dash  to  bounce  hunn 
operators?  Well,  consider  that  a  Rob  - 
Operator  can  handle  four  lines  at  on 
for  a  onetime  price  of  about  $20,0C 
compared  with  the  $28,000  or  so  in  am  - 
al  salary  for  the  human  variety.  0 
Dallas-based  department  .store  figui- 
that  it  will  save  $900,000  a  year  on  i 
344-line  RobotOperator  system. 
PILE  OF  CASH.  InterVoice's  system  worBioien, 
with  a  common  IBM  Personal  System 
computer,  so  the  company  doesn't  f£ 
the   same   research  and  developmt 
costs  shouldered  by  rivals  with  custo 
made  systems.  InterVoice  makes  the  ( 
cuit  boards  that  plug  into  the  PCs- 
lucrative  niche  that  accounts  for  its  loJ 
417(  pretax  margins  last  year. 

Still,  InterVoice  will  need  to  stay  niJ»oii,ii,i 
ble-footed.  Competition  is  heating  i 
and  there  are  now  40  companies  chasi 
the  market,  including  mighty  Americ 
Telephone  &  Telegraph  Co.  Even  so, 
terVoice  is  sitting  atop  a  $42  million  p 
of  cash  from  a  secondary  stock  offerif 
last  year,  and  it's  on  the  prowl  for  acqi- 
sitions.  And,  funny,  when  Hammond  ad 
Tessarowicz  run  into  a  phone  answeri^ 
device,  they  don't  find  it  irritating  at  : . 

By  Jim  Bartimo  in 
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THE  BEST  SMALL  COMPANIES 


win  a  position  in  this  table,  a  company 
st  excel  in  three  ways.  The  selection  pro- 
s  begins  by  ranking  companies  according 
their  three-year  results  in  sales  growth, 
nings  growth,  and  return  on  invested  capi- 
The  ranks  that  appear  in  the  table  are 
culated  from  these  numbers.  A  company's 
nposite  rank  is  the  sum  of  0.5  times  its 
k  in  return  on  total  capital  plus  0.25  times 
:h  of  its  growth  ranks. 

rhe  companies  used  in  the  screening  pro- 
s  were  selected  by  Standard  &  Poor's 
mpustat  Services  Inc.,  which  has  computer- 
d  financial  data  on  7,700  publicly  traded 
porations.  To  qualify,  a  company  must 
'e  annual  sales  of  less  than  $150  million,  a 


current  market  value  greater  than  $1  million, 
a  current  stock  price  greater  than  $1,  and  be 
actively  traded.  Bonks,  insurers,  real  estate 
firms,  and  utilities  are  excluded.  So  ore  com- 
panies with  sharp  declines  in  current  financial 
results. 

Sales  and  earnings  are  latest  available 
through  the  most  recent  12  months.  Earnings 
include  net  income  from  continuing  operations, 
before  gains  or  losses  from  extraordinary 
items.  Growth  computations  ore  calculated 
using  the  least-squares  method.  If  results  for 
the  earliest  year  are  negative,  the  average  is 
for  two  years.  Return  on  capital  is  earnings 
plus  minority  interests  and  tax-adjusted  inter- 
est expense  expressed  as  a  percent  of  total 


debt  and  equity.  For  ranking  purposes,  the 
maximum  allowable  annual  return  on  invested 
capital  is  100%.  If  companies  have  made 
substantial  accounting  restatements,  long-term 
returns  may  be  averaged  for  two  years  in- 
stead of  three  years. 

Time  periods  vary  according  to  the  month 
of  a  company's  fiscal  yearend.  Profitability  is 
calculated  through  the  most  recent  fiscal 
year.  Growth  is  calculated  through  the  most 
recent  fiscal  year. 

Stock  price  data  are  as  of  Apr.  27,  1990.  A 
•  indicates  that  a  company  also  appeared  in 
last  year's  rankings  (BW — May  22,  1989).  An 
alphabetical  index  of  the  companies  ap- 
pears at  the  end  of  the  table. 
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THREE-YEAR  AVERAGES 
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$  MIL 
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CAPITAL 
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P/E 
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$  MIL 

REXHALL  INDUSTRIES  (REXL)  Saugus,  Calif  805-253- 1 295 
On  the  road  again?  Check  out  their  motor  homes 

39.1 

2.3 

141.5 

204.4 

60.0 

11 

—  5 

8 

7 

20 

CABLETRON  SYSTEMS  (CS)  Rochester,  N.  H.  603-332-9400 
Manufacturers  of  local  networking  equipment 

104.7 

22.5 

122.6 

242.2 

50.7 

17 

—  7 

14 

17 

378 

V  MEDICAL  (TSQM)  Roswell,  Co.  404-594-0475  • 
Provides  intravenous  therapy  in  the  home 

52.8 

10.8 

177.1 

190.3 

45.8 

26 

—  12 

23 

24 

295 

AMERICAN  POWER  CONVERSION  (APCC)  Peace  Dale,  R.  1.  401-789-5735 
Power  systems  for  computers,  surge  protectors,  and  file  savers 

•  40.6 

6.5 

139.2 

276.8 

39.4 

31 

—  10 

30 

16 

102 

CARE  GROUP  (CARE)  Lake  Success,  N.  Y.  5 1 6-869-8383 
Home  health  care  services  for  AIDS  and  cancer  patients 

9.4 

0.8 

89.4 

144.2 

61.8 

6 

—  3 

5 

15 

14 

TSENG  LABORATORIES  (TSNG)  Newtown,  Pa.  2 1 5-968-0502  • 
Gussies  up  computers  with  add-on  enhancement  boards,  graphics  chip  sets 

31.1 

5.2 

94.1 

180.1 

41.7 

7 

—  3 

4 

15 

76 

DIGI  INTERNATIONAL (DGII)  Minneapolis  612-922-5016 
Data  communications  for  hardware  and  software 

18.0 

3.7 

113.0 

153.4 

42.9 

12 

—  9 

12 

1 1 

44 

ADOBE  SYSTEMS  (ADBE)  Mountain  View,  Calif.  41 5-961  -4400  • 
Sells  graphic  software  for  desktop  publishers 

133.0 

36.9 

97.8 

1 13.3 

46.1 

47 

—  14 

38 

22 

773 

DATAKEY(DKEY)Bumsville,  Minn.  612-890-6850 

Take  it  with  you!  Makers  of  portable  memory  cards  and  memory  keys 

9.8 

2.9 

83.8 

162.0 

25.4 

1 1 

—  7 

9 

11 

29 

CATALINA  LIGHTING  (LTG)  Miami  305-558-4777  • 
Their  fixtures  light  up  your  life 

59.6 

2.9 

63.3 

156.0 

30.5 

15 

—  6 

7 

10 

35 

PENTECH  INTERNATIONAL  (PNTK)  Edison,  N.  J.  201-287-6640  • 
Like  to  draw?  Mokes  crayons  and  specialty  pens 

24.0 

3.1 

78.3 

144.5 

26.2 

6 

—  3 

5 

18 

53 

LUND  INTL.  HOLDINGS  (LUND)  Coon  Rapids,  Minn.  61 2-780-2520 
Fiberglass  accessories  for  trucks 

12.2 

2.1 

44.0 

92,8 

53.3 

7 

—  4 

4 

10 

20 

LINDSAY  MANUFACTURING  (LINZ)  Lindsay,  Neb.  402-428-2131 
Manufactures  irrigation  equipment 

93.8 

7.4 

28.0 

177.8 

46.6 

34 

—  19 

31 

9 

63 

YES  CLOTHING  (YSCO)  Los  Angeles  2 1 3-742-0201 
Sportswear  for  fashion-conscious  juniors  and  men 

38.9 

2.3 

68.4 

45.6 

56.3 

9 

—  6 

9 

12 

33 

QUIKSILVER  (QUIK)  Costa  Mesa,  Calif.  7 1 4-645- 1 395  • 
Surf  and  sporting  togs  that  a  little  sand  couldn't  hurt 

76.3 

7.6 

56.5 

145.6 

28.3 

26 

—  12 

25 

21 

153 

BALLARD  MEDICAL  PRODUCTS  (BMED)  Midvale,  Utah  80 1  -566-4693  • 
From  throw-away  surgical  scrubs  to  catheters,  they've  got  them 

24.8 

4.6 

56.4 

253.9 

24.6 

23 

—  15 

23 

28 

121 

HANDEX  ENVIRON.  RECOVERY  (HAND)  Morganville,  N.  J.  201-536-8500 
Revive  your  soil  with  their  remediation  techniques 

29.7 

4.3 

79.7 

133.3 

25.4 

21 

—  14 

20 

22 

105 

SCIENTIFIC  TECHNOLOGIES  (STIZ)  Hoy  ward,  Calif .  4 1 5-47 1-9717 
Industrial  safety  products  to  ease  your  mind 

8.7 

1.5 

96.0 

44.9 

39.1 

4 

—  3 

4 

12 

18 
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HOW  FUJITSU  HELPS 
A  LEGENDARY  RAILROAD 
MAKE  HISTORY. 

The  Union  Pacific  Railroad  is  not  just 
a  company,  it's  a  call  to  the  consciousness 
of  a  nation.  Created  by  Abraham  Lincoln's 
signing  of  the  Pacific  Railroad  Act  of  1862, 
it  laid  tracks  across  a  wild  continent  from 
Omaha,  Nebraska  to  Promontory  Utah, 
where  it  met  the  Central  Pacific  coming 
from  the  sea.  A  golden  spike  marked  the 
birth  of  America's  first  transcontinental 
railroad. 

SETTLED  THE 
AMERICAN  WEST 

Union  Pacific  settled  the  American 
West,  carrying  hundreds  of  thousands 
of  pioneers  into  the  world  of  wide  open 
spaces.  It  made  history  then,  and  it's  still 
making  history:  today  it  is  one  of  America's 
most  progressive  railroads,  with  23,000 
miles  of  track  in  20  states,  30,000  em- 
ployees, and  a  reputation  for  far-sighted 
thinking  in  every  area  of  its  operations- 
including  its  remarkable  communications 
network.  ,i 

NATIONWIDE 
NETWORK 

Union  Pacific  owns  a  private  voice 
and  data  communications  network,  one  of 
the  largest  in  the  world.  Covering  tens  of 
thousands  of  miles  nationwide  and  func- 
tioning as  the  railroad's  central  nervous 
system,  it  is  extremely  sophisticated  and 
absolutely  crucial  to  the  company's  suc- 
cess. Which  is  why,  when  Union  Pacific 

Fujirsu 

The  global  computer  &^  communications  company. 


recently  decided  to  upgrade  the  network, 
it  turned  to  Fujitsu. 

TOP  COMPUTER  AND 
COMMUNICATIONS  AAAKER 

Fujitsu  is  one  of  the  world's  top  com- 
puter and  telecommunications  makers, 
with  100,000  employees,  annual  sales  of 
$18  billion,  and  projects  completed  in  a 
hundred  countries.  A  high-tech  giant  that's 
a  major  force  in  the  global  information 
revolution,  Fujitsu  gave  Union  Pacific 
a  multi-nodal  integrated  voice  and  data 
communications  system  that  is  the  next 
generation  of  business  telecommunica- 
tions. The  system  will  boost  productivity 
upgrade  customer  service,  and  help  the 
railroad  keep  making  history— by  helping 
it  be  what  it  has  always  been:  a  living 
legend  that  knows  where  the  future  is. 


Jim  Merrick  of  Union  Pacific  talks  to  Jay 
SctirimpI  of  Fujitsu  before  the  Fujitsu  F9600  ISDN 
switching  system.  Union  Pacific  recently  purchased 
a  number  of  such  systems,  one  of  the  most 
advanced  in  the  world,  to  function  as  node  points 
in  its  nationwide  communications  network.  For 
information  call  Fujitsu  Business  Communication 
Systems  at  1-800-654-0715. 
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1 9  NETWORK  GENERAL  (NETG)  Mountain  View,  Calif.  4 1 5-965- 1 800 
Supplies  diagnostic  equipment  for  local  networks 

29.4 

5.9 

144.8 

166.6 

21.4 

27  — 

10 

23 

27 

ir 

164  . 

L'O  SOFTWARE  PUBIISHINC(SPCO)  Mountain  View,  Calif.  4 15-962-89 10  • 
Makes  software  for  improvement  of  white-collor  productivity 

1 16.9 

19.6 

66.0 

186.9 

23.6 

25  — 

12 

20 

13 

2 1  BMC  SOFTWARE  (BMCS)  Sugar  Land,  Tex.  7 1 3-240-8800 
Markets  software  for  mainframe  computers 

82.0 

17.9 

43.2 

60.2 

52.5 

26  — 

1 1 

20 

26 

422 

22  GEODYNE  RESOURCES  (GEOD)  Tulsa,  Oklo.  9 1 8-583-5525 

Acquires  oil  and  Qos  properties  for  limited  partnerships 

24.9 

6.4 

82.1 

20.0 

46.9 

4  — 

2 

3 

7 

34 

2;i  NATIONAL  MEDIA  (NMCO)  Philadelphia  2 1 5-482-9800 
Television  marketing  for  the  consumer  age 

92.1 

4.8 

38.5 

55.5 

54.5 

9  — 

1 

9 

21 

97 

24  TOP  AIR  MANUFACTURING  (TOPM)  Porkersburg,  Iowa  319-346-1788 
Makers  of  sprayers  for  thirsty  lawns,  gardens,  and  fields 

5.5 

0.6 

32.1 

128.5 

36.2 

3  — 

1 

3 

14 

9 

25  SOFTWARE  TOOLWORKS  (TV^RX)  Chotsworth,  Calif.  8 1 8-885-9000  • 
Publishes  education  entertainment  and  business  software  for  PCs 

20.1 

4.5 

130.4 

176.5 

20.3 

14  — 

3 

14 

43 

229 

26  CASCADE  INTERNATIONAL  (KOSM)  Boca  Raton,  Fla.  407-338-8278  • 
Looking  good  with  its  cosmetics  and  apparel  businesses 

35.5 

5.9 

50.5 

66.3 

32.4 

4  — 

2 

3 

8 

50 

27  SIERRA  ON-LINE  (SIER)  Oakhurst,  Calif.  209-683-4468 
Animated  adventure  games  for  kids  of  all  ages 

25.6 

4.6 

46.3 

80.3 

30.7 

24  — 

1 1 

19 

16 

67 

2,S  BARNWELL INDUSTRIES(BRN)  Honolulu  808-836-01 36 
Oil  and  gas  drilling  plus  land  development 

15.1 

9.3 

30.1 

142.6 

30.6 

38  — 

17 

29 

4 

40 

29  VITALINK  COMMUNICATIONS  (VITA)  Fremont,  Calif.  4 1 5-794- 1 1 00 
Systems  that  link  locaUorea  networks  worldwide 

69.6 

16.3 

80.4 

133.1 

22.3 

20  — 

1 1 

12 

10 

153 

RAINB0WTECNN0L0GIES(RNBO|  Irvine,  Calif.  714-261-0228  • 
Sells  protection  systems  to  word  off  software  pirates 

12.2 

1.9 

115.6 

157.0 

19.3 

23  — 

1 1 

16 

16 

30 

.'n  MELAMINECNEMICALSlMTWO)  Donaldsonville,  La.  504-473-3121 
Makes  melamme  o  row  material  for  lominates  and  coatings 

38.5 

7.3 

25.6 

62.3 

49.8 

15  — 

1 1 

13 

10 

71 

:'>2  SUPERIOR  TELETEC  (STT)  Atlanta  404-953-8338 

Copper  and  fiber-optic  coble  for  telephone  companies 

130.9 

4,2 

18.9 

99.8 

39.2 

5  — 

2 

5 

11 

31 

:«  UTAH  MEDiCALPRODUCTS(UTMD)Midvale,  Utah  801-566-1200  • 
Provides  criticol  core  medical  devices  to  hospitals 

19.1 

3.0 

49.4 

130.7 

22.6 

1 1  — 

3 

8 

21 

61 

:'A  PRErERREDNEALTHCARE(PY)Wilton,  Conn.  203-762-0993  • 
A^anogement  ond  financiol  advisory  services  for  psychtotric  facilities 

27.3 

4.0 

69.3 

34.7 

26.0 

10  — 

5 

8 

21 

78 

;i5  ARKANSAS  FREIGHTWAYSlAFWY)  Harrison,  Ark.  501-741-9000 
A  freight  earner  for  those  who  travel  light 

107.5 

5.9 

42.8 

98.0 

24.3 

20  — 

14 

20 

18 

109 

.Hfi  PLAINSPETROlEUM(PLP)Lakewood,  Colo.  303-969-9325  • 
Adventures  in  oil  and  gas  exploration  and  production 

43.8 

17.1 

46.2 

62.4 

25.0 

41  — 

29 

30 

17 

285 

y,l  IPlSYSTEMS(IPLSA)Waltham,  Mass.  617-890-6620  • 
Manufactures  IB^A-compatible  software  and  storage  units 

17.2 

2.9 

77.1 

65.9 

23.0 

13  — 

5 

13 

24 

67 

OATAfLEX(DFLX)  Edison,  N.  J.  201-321-1 100  • 
Sells,  services  PCs  and  peripherals 

79.9 

2.5 

76.7 

68.7 

22.6 

14  — 

7 

9 

9 

23 

SYSTEM  SOFTWARE  ASSOCIATES  (SSAX)  Chicago  3 12-64 1-2900  • 
Programs  ond  service  support  for  Big  Blue's  machines 

98.6 

12.1 

82.7 

84.5 

21.7 

29  — 

13 

24 

23 

272 

10  CBL  MEDICAL  (CBLM)  Los  Angeles  2 1 3-384-8200 

Provides  consultative  services  to  physicion-owned  medical  groups 

5.2 

0.7 

31.8 

54.5 

35.7 

4  — 

2 

3 

5 

3 

41  ALDUS  lALDC)  Seattle  206-622-5500  • 

Designs  page  make"Up  software  for  desktop  publishers 

89.4 

15.0 

99.2 

87.2 

19.8 

22  — 

12 

20 

18 

252 

42  ALTERA  (ALTR)  San  Jose,  Calif.  408-984-2800 

Prog ronirri able  logic  devices  ond  associated  development  toots 

63.7 

11.5 

80.3 

199.7 

17.6 

1 1  — 

5 

10 

17 

189 

43  INTERHATIONAl  RECOVERY  (INT)  Miami  Springs,  Fla.  305-884-2001  • 
Cleonin'^  ^P  contominated  sites  and  recycling  hazordous  wostes 

109.9 

3.2 

119.8 

163.9 

16.8 

17  — 

10 

17 

23 

78 

44  VIVIGEN  iVIVI)  Santa  Fe,  N.  M.  505-438-1  111  • 
Test  thot  gern.  A  lob  for  biochemists  and  bioengineers 

10.1 

1.6 

52.7 

109.3 

21.2 

28  — 

8 

20 

33 

49 

45  CSS  INDUSTRIES  (CSS)  Philadelphia  2 1 5-569-9900  • 
Mokes  metal  containers  and  holiday  decorations 

146.9 

14.3 

67.2 

95.6 

20.6 

25  — 

18 

18 

6 

91 

46  WEITEK  (WVv'Ti'j  Sunnyvale,  Colif.  408-738-8400 

Designs  numeric  f.  ocessing  chips  that  add  up  to  quicker  calculations 

53.7 

7.5 

44.9 

531.9 

17.7 

22  — 

12 

20 

23 

158 

47  MARTINlAWRENCJlTD(MLLE)VanNuys,  Calif.  818-988-0630  • 
Objets  d'art  sold  at  27  galleries  in  California  and  the  East 

50.6 

7.8 

65.2 

103.9 

19.6 

14  — 

6 

8 

9 

6t 
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SMIL 

iilTERVOICE  (INTV)  Richardson,  Tex.  2 1 4-669-3988  • 
Makes  voice-automation  systems,  including  o  robot  operator 

24.4 

7.0 

103.8 

165.7 

16.1 

34  1 2 

23 

16 

130 

SERV-TECH  (STEC)  Houston  7 1 3-644-9974 
Industrial  cleaning,  mostly  in  petrochemical  refineries 

36.1 

2.6 

86.2 

397.9 

14.2 

20  11 

1 4 

21 

58 

OCTEL  COMMUNICATIONS  (OCTL)  Milpitas,  Calif.  408-942-6500 
Want  to  leave  a  message?  They  make  voice-processing  systems 

1 17.6 

16.0 

1 10.4 

247.9 

13.6 

28  18 

22 

23 

366 

CIRCUIT  SYSTEMS  (CSYI)  Elk  Grove  Village,  III.  3 1 2-439-1 999 
Develops  printed  circuit  boards  for  anything  electric 

30.5 

1.4 

30.5 

41.6 

25.4 

7  2 

21 

31 

HURCO  COMPANIES  (HURC)  Indianapolis  3 1 7-293-5309 
Makers  of  milling  machines 

93.8 

9.1 

28.0 

279.8 

18.9 

22  1 5 

1 7 

10 

95 

STEVENS  GRAPHICS  (SVGA)  Fort  Worth  8 1 7-83 1  -39 1 1 
Gutenbergs  in  ten-gallon  hats.  They  make  printing  presses 

132.2 

9.7 

95.7 

189.8 

14.8 

20  9 

]  7 

14 

133 

ANALYSTS  INTERNATIONAL  (AN LY)  Minneapolis  61 2-835-2330  • 
Which  computer  to  buy?  Ask  the  experts 

103.8 

5.6 

24.3 

85.5 

23.9 

20  1 3 

1 8 

15 

84 

OREGON  METALLURGICAL (OREM)  Albany,  Ore.  503-926-4281 
This  outfit  mokes  wnat  planes  and  submarines  need:  Titanium 

118.9 

14.6 

42.5 

379.9 

17.4 

28  17 

1 8 

12 

185 

TRICARE  (TRCR)  Sonto  Ana,  Calif.  7 1 4-250-4092 
It  evaluates  and  treats  employment-related  injuries 

20.0 

1.4 

36.7 

58.5 

23.3 

Q    7 

o  / 

7 

15 

20 

COMCOA(CCOA)  Wichita,  Kon.  316-683-441  1 
Rent  or  own  your  household  goods 

47.4 

1.9 

91.0 

218.7 

6.1 

^  2  1 0 

1 2 

31 

43 

CONSILIUM  (CSIM)  Mountain  View,  Calif.  4 1 5-69 1  -6 1 00 
Supplies  software  and  services  to  factory  management 

25.1 

4.2 

34.6 

226.5 

17.6 

—  1  \J 

zu 

31 

128 

MAXIM  INTEGRATED  PRODUCTS  (MXIM)  Sunnyvale,  Calif.  408-737-7600 
Linear  and  mixed-signal  integrated  circuits  for  industrial  systems 

51.5 

7.0 

70.3 

277.0 

11.7 

I  1  —  o 

19 

118 

NATURES  SUNSHINE  PRODS  (NATR)  Spanish  Fork,  Utah  801-798-9861  • 
Mokes  and  sells  capsulated  herbal  remedies  and  other  healthy  goodies 

54.5 

3.8 

18.6 

71.0 

24.2 

1  D    O 

1  ft 

14 

53 

TERRANO  (TRNO)  Lincoln,  Neb.  402-483-7831 

Develops  integrated  turn-key  computer  systems  for  clinical  labs 

4.9 

0.4 

26.0 

37.9 

24.6 

9   1 

Z    1 

] 

18 

7 

SWIFT  ENERGY  (SFY)  Houston  71 3-874-2700 
Explores  the  wilds  for  crude  oil  and  natural  gas 

14.4 

5.7 

39.7 

66.0 

21.3 

^  A  p 

1  u 

7 

48 

SANFORD (SANF)  Bellwood,  III.  708-547-6650  • 

Writing  instruments  and  office  supplies  for  schools  and  businesses 

130.8 

21.8 

20.3 

43.1 

24.7 

97  on 

00 

z  z 

15 

330 

0 1  (OiCO)  College  Station,  Tex.  409-690- 1711 

Cleans  up  with  instruments  that  sample  contaminated  air,  water,  and  soil 

12.3 

0.9 

48.6 

96.0 

18.0 

7  T 
/   J 

A 
H 

15 

13 

DUTY  FREE  INTERNATIONAL  (DFII)  Ridgef ield.  Conn.  203-43 1  -6057 
Not  free,  but  duty-free.  Operates  shops  at  airports  and  border  crossings 

87.0 

10.0 

39.5 

76.5 

19.9 

oo  —  1  / 

OA 
ZO 

24 

249 

TECHNALYSIS  (TECN)  Minneapolis  61 2-925-5900 
Computer  systems,  programming,  and  products 

21.1 

2.1 

16-5 

24.9 

26.8 

1/1  O 

1 4  —  y 

1  0 

i  z 

14 

26 

SHOREWOOD  PACKAGING  (SHOR)Farmingdale,  N.  Y.  516-694-2900  • 
Packaging  for  music  tapes,  videos,  and  cosmetics 

137.7 

16.4 

21.7 

39.1 

24.3 

OO        1  P 

00 

zz 

17 

283 

i  FASTENAL  (FAST)  Winona,  Minn.  507-454-5374  • 
Sells  nuts  and  bolts  and  fasteners 

44.5 

4.9 

40.9 

58.8 

20.9 

OO         1  1 
zz  —  1  1 

OO 

zz 

42 

206 

)  SURGICAL  CARE  AFFILIATES  (SCAF)  Nashville  615-385-3541 
Owns  ond  operates  outpatient  surgery  centers 

91.0 

7.4 

52.7 

181.0 

14.7 

OO  o 

z  J  —  y 

OO 
Z  0 

35 

251 

)  CONCORDE  CAREER  COLLEGES  (CNCD)  Kansas  City,  Mo.  8 1 6-474-4750 
Soy  aohhh.  Medical  and  dental  assistant  schools 

39.5 

4.3 

18.1 

35.3 

25.2 

6  —  4 

5 

7 

32 

GOAL  SYSTEMS  INTL  (GOAL)  Columbus,  Ohio  6 1 4-888- 1 775 
Sells  computer  software 

69.2 

10.7 

32.9 

41.6 

22.3 

16  —  10 

1 3 

19 

193 

!  50  OFF  STORES  (FOFF)  San  Antonio  5 1 2-653-8000 
You  pay  half-price  for  family  apparel  at  any  of  its  37  stores 

57.8 

1.4 

27.7 

153.8 

17.9 

7  —  3 

4 

9 

9 

)  KEANE(KEA)  Boston  617-241-9200 
Designs,  develops,  and  maintains  business  application  software 

84.0 

3.9 

25.4 

140.4 

18.5 

17  —  8 

1 4 

15 

54 

i  SEITEL(SEI)  Houston  713-558-1990 
Seismic  data  for  prospective  oil  companies 

19.1 

3.5 

43.8 

151.5 

16.1 

13  —  5 

1 1 

13 

43 

)  CODE-AIARM  (CODL)  Madison  Heights,  Mich.  313-583-9620  • 
Alarming  news  for  any  would-be  cor  thief 

38.7 

2.4 

62.5 

69.3 

17.0 

24  —  1 1 

15 

15 

42 

5  SIERRA  TUCSON  COMPANIES  (STSN)  Tucson  602-624-4000 
Operates  a  treatment  center  for  substance  abuse 

20.9 

4.1 

50.2 

133.5 

15.9 

19—  1 1 

19 

28 

122 
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The  Universal  Langu. 


I>^EW00TELECX)M  GQ,  lJU  ^ 


E  OF  Communications. 


Daewoo  is  quickly  establishing  itself  as  an  important  voice  in 
telecommunications.  Daewoo  Telecom  is  a  major  manufacturer  of 
personal  computers,  laptops  and  computer  peripherals.  And, 
recently,  Daewoo  Telecom  completed  a  new  semiconductor  design 
center  and  production  line  that  will  give  the  company  even 
greater  computer-manufacturing  potential.  Daewoo  Telecom  is 
also  a  maker  of  every  thing  from  telephones  and  facsimile 
machines  to  high-capacity  digital  switching  and  transmission 
systems  like  the  TDX-IB  and  the  TDX-10.  For  more  information 
on  how  we  can  help  your  company  thrive  in  the  information  age, 
call  Daewoo. 

Daewoo  Telecom  Co.,  Ltd.  (617)  239-048b 


The  Universal  Language  of  Quality 


THE  BEST  SMALL  GROWTH  COMPANIES 


COMPANY  (STOCK  SYM60U 


CURRENT  RESULTS 


THREE-YEAR  AVERAGES 


INVESTMENT  DATA 


SALES 
SMIL 


EARNINGS 
SMIL 


INCREASE  I  %) 
SALES  PROFITS 


RETURN  ON 
CAPITAL 


52-WEEK 
HIGH  LOW  RECENT 


P/E 
RATIO 


77  GISH  BIOMEDIGtL  (GISH)  Santa  Ana,  Calif.  7 1 4-261  - 1 330 
AAonu^octurGS  sutqicqI  ond  medico!  devices 

17.2 

1.3 

27.8 

736.0 

14.1 

12  — 

5 

12 

17 

78  HEARTIAHD  EXPRESS  (HTLD)Coralville,  Iowa  3 19-645-2728  • 
Provides  truckioQ  services  for  Amenco  s,  well,  you  Quessed  it 

51.7 

6.2 

31.0 

24.1 

22.2 

18  — 

13 

17 

14 

79  RAYONIERTIMBERLANDS(LOG)  Stamford,  Conn.  203-348-7000 
Grows  ond  sells  timber  in  the  Southeost  ond  Northwest  U.  S. 

94.5 

70.3 

15.8 

20.0 

24.3 

27  — 

18 

24 

7 

80  DEVCON  INTERNATIONAL  (DEVC)  Deerfield  Beach,  Flo.  305-429-1500 
Heovy  construction — ond  concrete  products  to  boot 

75.8 

12.0 

18.4 

26.6 

23.7 

28  — 

13 

24 

8 

81  TOTAl  SYSTEM  SERVICES  (TSS)  Columbus,  Go.  404-649-2266 

Credit-cord  processor  for  bonks,  oirlines,  ond  others 

67.5 

11.5 

21.9 

29.5 

22.5 

36  — 

17 

30 

41 

82  PHP  HEALTHCARE  (PHPH)  Alexandria,  Vo.  703-998-7808 
Provides  diversified  monogement  heolth  core  services 

73.5 

2.8 

35.6 

73.1 

17.7 

10  — 

4 

9 

12 

83  MICROCOIIIKMNPI)  Norwood,  Mass.  617-551-1000  • 
Mokes  modems  ond  softwore  thot  link  computers  together 

75.1 

1 1.7 

46.6 

87.1 

16.1 

23  — 

12 

17 

14 

84  B0ST0NAC0USTICS(BOSA)Lynnfield,  Moss.  617-592-9000  • 
The  speoker  of  the  house — ond  cor 

24.5 

3.2 

19.3 

28.9 

22.5 

23  — 

13 

19 

12 

85  STATE-O-MAIHE  (SOME)  New  York  2 12-244-1  111  • 

Sews  men  s  foshions,  nornely  trendy  Christton  Oior  robes  ond  octive  ^A^eor 

91.7 

5.9 

36.2 

40.8 

19.5 

17  — 

9 

9 

8 

86  BGS  SYSTEMS  (BGSS)Waltham,  Mass.  617-891-0000 
^)ffers  softwore  for  monoQinQ  lorge'frome  computers 

20.2 

4.0 

17.0 

1  14.1 

18.1 

16  — 

11 

14 

1 1 

87  GERAGHTY&MILlER(GMGW)Plainview,N.Y.  516-249-7600  • 
LonQ  Islond  s  consultonts  on  Qroundwoter 

59.9 

3.5 

48.0 

68.0 

16.3 

17  — 

10 

17 

28 

88  DIAGNOSTIC  PRODUCTS  (DP)  Los  Angeles  2 13-776-0 180  • 
Provides  testinQ  kits  for  medicol  focilities 

64.4 

16.0 

27.6 

34.1 

21.0 

38  — 

20 

35 

28 

89  HYCOR  BIOMEDICAL  (HYBD)  Garden  Grove,  Calif.  7 1 4-895-9558 
AAonufoctures  ond  distributes  medicol  diognostic  products 

9.9 

1.2 

14.9 

99.8 

18.7 

6  — 

2 

5 

28 

90  MODERN  CONTROLS  (MOCO)  Brooklyn  Center,  Minn.  612-560-2900 
AAokes  instruments  thot  test  the  shelf'life  of  pockoQes 

10.3 

2.2 

18.7 

36.7 

22.0 

17  — 

12 

15 

15 

91  BEIELEaRONICS(BEII)San  Francisco  41 5-956-4477 
Stoy  on  course  with  motion-control  systems 

80.1 

7.7 

20.5 

50.6 

20.6 

11  — 

6 

6 

5 

92  INTL RESEARCH* DEV. (IRDV)Mattawan,  Mich.  616-668-3336 
Sofety  tests  of  phormoceuticol,  oQriculturol,  ond  chemicol  products 

29.2 

4.2 

22.7 

109.7 

16.8 

14  — 

7 

9 

11 

93  FINANCIAL  NEWS  NETWORK  (FNNI)  Los  Angeles  2 1 3-670-1 100 
Your  coble  connection  for  business  ond  f  inonciol  news 

59.0 

7.3 

39.0 

90.6 

16.0 

9  — 

6 

7 

18 

94  BUFFETS(BOCB)EdenPrairie,  Minn.  612-942-9760  • 
Country  cookinQ  from  this  restouront  choin 

1 15.4 

5.6 

61.0 

55.2 

16.0 

21  — 

11 

21 

35 

95  ELEaRONiC  DATA  TECHNOLOGIES  (EDAT)  Los  Vegas  702-36 1-1510 
Rolls  out  keno  boords  ond  video  poker  mochines  for  casinos 

26.9 

2.5 

55.9 

79.2 

13.1 

12  — 

7 

10 

14 

96  WHITMAN  MEDICAL  (WHIT)  Clark,  N.  J.  201-574-9194 

Research  and  development  of  surgical  products 

2.6 

0.3 

24.0 

50.5 

19.1 

5  — 

2 

3 

11 

97  TECHNITROL(TNL)  Wyndmoor,  Pa.  215-233-9500 

Manufactures  electronic  components  and  currency  counting  ec|uipment 

91.1 

7.4 

37.2 

29.3 

18.1 

43  — 

34 

36 

10 

98  CPAC(CPAK)Leicesfer,N.Y.  716-382-3223  • 

Develops  pollution  control  equipment  for  industrial  use 

26.5 

1.3 

41.7 

56.6 

16.7 

10  — 

6 

7 

12 

99  DEL  ELEaRONICS  (DEL)  Mount  Vernon,  N.  Y.  91 4-699-2000 
High-voltage  power  supplies  for  industrial  and  military  use 

9.2 

0.6 

19.9 

119.7 

16.5 

5  — 

3 

4 

14 

100  MEDSTATSYSTEMS(MDST)AnnArbor,  Mich.  313-996-1180  • 
Provides  health  core  information  for  data  bases 

10.8 

1.3 

34.8 

45.5 

17.5 

17  — 

9 

12 

24 

ALPHABETICAL  INDEX 
OF  COMPANIES 

The  number  that  follows 
each  company  name 
indicates  its  ranking 
in  the  table 


Adobe  Sysrems  8 
Aldus  41 
Altero  42 

American  Power  Conv.  4 
Analysts  Intl.  54 
Arkonsos  Freighfways  35 
Ballord  Medical  Prods.  16 
Barnwell  Industries  28 
BEI  Electronics  91 
BGS  Systems  86 
BMCSoitware2l 
Boston  Acoustics  84 
Buffets  94 
Cabletron  Systems  2 
Care  Group  5 
Cascode  Internctionol  26 
Catolina  Lighting  10 


CBL  Medical  40 
Circuit  Systems  51 
Code  Alarm  75 
Comcoa  57 

Concorde  Career  Colls.  70 

Consilium  58 

CPAC  98 

CSS  Industries  45 

Dotoflex  38 

Dofokey  9 

Del  Electronics  99 

Devcon  Internotionol  80 

Diagnostic  Products  88 

Digi  International  7 

Duty  Free  Internotionol  65 

Electronic  Data  Techs.  95 

Fostenal  68 


50  Off  Stores  72 
Financial  News  Net.  93 
Geodyne  Resources  22 
Geroghty  &  Miller  87 
Gish  Biomedical  77 
Goal  Systems  Intl.  71 
Handex  Environmental  17 
Heartland  Express  78 
Hurco  Companies  52 
Hycof  Biomedical  89 
InterVoice  48 
Intl.  Recovery  43 
Intl.  Research  &  Dev.  92 
IPL  Systems  37 
Keone  73 

Lindsay  Manufacturing  13 
Lund  Intl.  HIdgs.  12 


Martin  Lawrence  47 
Moxim  Integrated  59 
MedStot  Systems  100 
Melomine  Chemicals  31 
Microcom  83 
Modern  Controls  90 
National  Medio  23 
Natures  Sunshine  60 
Network  General  19 
OI64 

Octel  Communications  50 
Oregon  MetoHurgical  55 
Pentech  International  1 1 
PHP  Healthcare  82 
Plains  Petroleum  36 
Preferred  Heolth  Core  34 
Ouiksilver  1  5 


Rainbow  Technologies  30 
Rayonier  Timberlands  79 
Rexhalt  Industries  1 
Sanford  63 

Scientific  Technologies  18 
Seitel  74 
Serv  tech  49 
Shorewood  Pockoging  67 
Sierra  On-line  27 
Sierra  Tucson  76 
Software  Publishing  20 
Software  Toolworks  25 
Stote-O-Moine  85 
Stevens  Graphics  53 
Superior  Teletec  32 
Surgical  Care  Aff iliotes  69 


1 20  BUSINESS  WEEK/MAY  21 ,  1990 


COVER  J 


s  i  a  Series 


can  do  business  in  Japan 
out  slielling  out  a  fortune. 


ly  companies,  the  biggest 
to  new  markets  has  been  the 
)usiness  trips.  Restaurants  can 
iisive,  and  even  the  smallest 
lodations  may  carry  oversized 
t  those  willing  to  be  a  little 
rous  will  find  that  traveling 
ably  in  Japan  doesn't  require 
,  a  suitcase  full  of  yen. 

)n  the  bus. 

Lis  ride  from  Narita  Airport 
t  strike  vou  as  a  bargain,  but 
ed  to  a  $150  taxi,  it  is.  The 
larked  "Airport  Limousine " 
ill  the  major  hotels  in  Tokvo. 

I  cheap. 

i  hotels  are  a  fairly  new  phe- 
jrj..  Catering  primarily  to 


Japanese  businessmen,  they're  clean, 
functional,  and  conveniently  located. 
Although  vending  machines  replace 
amenities  like  room  service,  at  $40  to 
$50  a  night  these  hotels  are  a  sound 
investment.  TWo  major  chains  are  the 
Tokyu  Inn  (tel.  03/406-0109)  and  the 
Washington  (tel.  03/434-5211). 

Food  for  naught. 

It  should  come  as  no  surprise  that 
you'll  save  money  eating  where  the 
locals  eat.  Good  and  reasonably 
priced  restaurants  can  be  found  in 
department  stores  and  the  basements 
of  office  buildings.  At  lunch,  ask  for 
teishoku.  It  means  special  of  the  day 
and  includes  rice,  miso  soup,  salad, 
meat  or  fish,  and  dessert-all  for 
around  five  dollars.  Ramenya  and 


sobaya  (noodle  shops)  are  perfect 
places  for  a  quick  and  tasty  meal. 

Northwest  notes. 

Since  your  time  is  money  too,  we 
make  it  as  quick  and  easy  as  pos- 
sible for  you  to  get  to  Japan,  by 
offering  daily  nonstops  from  the 
most  U.S.  cities.  So  you  can  count  on 
arriving  when  you  want,  rested  and 
ready  to  do  business.  And  we  give 
you  something  else  no  other  U.S. 
airline  can:  the  knowledge,  under- 
standing and  insight  that  comes  from 
over  40  years  of  helping  people  do 
business  in  Asia.  For  international 
reservations,  call  your  travel  agent 
or  Northwest  at  1-800-447-4747.  To 
find  out  more  about  doing  business 
in  Asia,  call  1-800-553-2215,  ext.  183. 


rthwesf  Airlines,  Inc. 


ORTHWEST  AIRLINES 


r 


THE  POWER  THAT  AP? 


EXR^NDS  TO  YOt  ^ 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  conneaion.  It  gives  you  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  conneaivity  is  the 
key.  Getting  everx  body  and  ever\ 'thing  - 
cwrythmcj  -  working  together  to  multipK' 
the  total  effea  of  increased  indi\'idual 
efficienq'  and  producni\'ity.  All  of  which 
should  keep  your  bottom  line  looking 
better  and  better. 

MACINTOSH  SYSTEMS  - 
CONNECTIBLE  AND 
COMPATIBLE 

Apple  Macintosh  computers  all  share 
the  same  operating  system,  so  you  don't 
ha\'e  to  waste  time  choosing  one.  And 
since  Macintosh  comes  with  built-in 
networking  capability,  you  can  integrate 
with  \  inually  any  other  computer 
SN  Stem.  MicroAge  can  show  \  ou  how. 


.Macintosh  s  1I\ 


EXPANDING 
YOUR  POWER  T 
BE  THE  BEST. 


MICROAGE  MAKES  IT  EAS' 

MicroAge  becomes  your  complete 
microcomputer  business  partner:  cc 
sultation,  needs  analysis,  planning 
designing,  networking,  integrating 
different  computer  systems,  trainins 
service  and  continum^  consultation.] 
MicroAge.  \'0u  become  a  valued  cli 


F1 


S  AN  INDIVIDUAL 


ISTTIRE  CQMB\NY. 


lONAL  CAPABILITIES 
H  LOCAL  CONNECTIONS 

a  network  of  more  than  500  loca- 
MicroAge  offers  local  access  to  our 
sive  national  capabilities.  Founded 
76,  MicroAge  was  the  first  computer 
r  organization  to  develop  and 
iment  a  true  solutions  selling 
)ach.  Nobody  can  answer  your 
•computer  business  needs  better 
MicroAge  and  Apple. 


Macintosh  helps 
individuals  realize 
their  tiill  potential, 
even  beyond  their 
expectations. 


CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want 
to  help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  Apple  authorized  MicroAge 
or  MicroAge  Affiliate  location  nearest 
you,  call  1-800-876-1530. 


&  MicroAge  Affiliate  Locations 


rated  franctilses  and  company-owned  Cfntcrs  Apple,  ttie  Apple  logo  and  Mailniosh  are  rej^istercd  trademarks  ol  Apple  Computer,  hu 


OVERSEAS,  THE  BUZZWORD 
FOR  THE  1990s  IS  'EUROPE' 


It  will  eclipse  the  Far  East  as  the  incubator  of  up-and-comers 


u 


Intil  a  few  years  ago,  to  be  a 
I  small  European  company  was  to 
toil  in  obscurity.  When  people  got 
excited  about  a  startup,  it  was  usually 
Asian.  Now,  Europe's  vigorous  economic 
growth,  its  slow  but  steady  deregulation 
as  the  European  Community  creates  a 
single  market,  and  the  opening  of  the 
East  bloc  are  providing  an  unparalleled 
environment  for  small-company  growth. 
In  BUSINESS  week's  annual  International 
Hot  Growth  Company  survey,  the 
brightest  stars  are  in  the  European  con- 
stellation. 

Money  is  coming  into  Europe  from  all 
quarters,  and  foreign  investors  are 
showing  interest  in  its  soaring  stocks. 
Venture  capitalists  are  putting  their 
money  where  the  action  is.  Virtually  no 
venture  capital  is  going  to  Japan.  The 
great  Hong  Kong  market  is  floundering. 


But  billions  are  pouring  into  Europe  to 
help  startups  not  only  in  technology  but 
also  in  marketing,  hotels,  and  consumer 
goods  (table).  Industry  experts  reckon 
that  venture  capital  was  up  307'  to  357 
last  year  over  the  already  lofty  figure  of 
$4.3  billion  raised  in  1988  to  finance  ex- 
pansions, LBOs,  and  turnarounds  of 
small  European  companies. 
FREE  TV.  Deregulation  in  telecommunica- 
tions, transportation,  media,  and  finan- 
cial services  is  opening  up  niches  for 
small  and  midsize  businesses.  Compa- 
nies such  as  London's  Capital  Radio  and 
breakfast-time  television  TV-AM  PLC  are 
having  a  terrific  success,  thanks  to 
broadcast  deregulation  in  Britain.  Now 
that  the  government  is  busting  up  the 
cartel  of  brewers  and  pubs,  small  com- 
panies are  getting  into  the  pub-manage- 
ment business.  A  small  Italian  cable 


manufacturer,  Teleco  Cavi,  is  likely* 
do  well,  as  Italy  tries  to  get  its  ka 
telephones  working  once  and  for  all. 

But  entrepreneurs  in  the  hot  groM 
businesses  with  sales  under  the  $250  ul 
lion  mark  realize  that  deregulationi^ 
also  encouraging  bigger  companies: 
consolidate.  The  little  guys  could  e 
steamrollered  unless  they  find  ci;\ 
niches.  So  they  are  sharpening  str;if 
gies,  rejuvenating  management,  :ic 
merging. 

While  multibillion-dollar  deals  iil 
grab  the  headlines,  small  companies  n 
very  active  on  the  m&a  trail.  Trans  il 
International  Inc.,  a  New  York-ba5( 
M&A  consultant,  says  that  out  of  1.7! 
cross-border  deals  in  Europe  last  yar 
807  were  under  $120  million.  Some  wrt 
acquisitions  of  small  fry  by  large  con)a- 
nies.  Yet  the  lion's  share  of  them  w.'e 
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ween  small  businesses,  with  Britain 
ne  to  the  most  merger  activity. 
]urope's  secondary  stock  markets, 
ich  offer  cheaper  listing  fees  and  few- 
•eporting  requirements  for  small  com- 
lies  going  public,  are  helping  them 
i  capital  for  expansion.  They  also  en- 
1  small  entrepreneurs,  providing  a 
verful  incentive  for  startups.  In 
inkfurt,  the  two-year-old  Geregelter 
rkt  already  has  65 
npanies  listed. 
!  secondary  mar- 
in  France,  while 
I  volatile,  is  help- 
develop  the  tis- 
of  midsize  com- 
lies  needed  to 
e  on  Germany, 
'hanks  to  unifica- 
1  and  a  new  sense 
political  direction, 
•many  is  the  hot- 
t  of  the  hot 
ropean  markets. 
3wth  in  united 
•many  is  predict- 
to  average  4% 
ir  the  next  five 
,rs.  The  flow  of 
Tiigrants  from 
3t  Germany  is 
isting  orders  for 
isumer  goods, 
rthermore,  a  mas- 
e  construction 
)m  is  bolstering 
ss  in  everything 
m  housing  to 
asportation. 
i  midsize  compa- 
such  as  Gold- 
imidt  is  well 
ced  to  cash  in  on 
building  binge.  It 
n  a  contract  to 
)ply  East  Germa- 
with  welding 
lipment  to  mod- 
lize  and  expand  its 
I  network.  Those  sales  will  bring  in 
•fits  next  year.  By  contrast,  giant 
Ikswagen  will  spend  $3  billion  over 
ee  years  to  build  a  car  plant  m  East 
rmany.  Yet  analysts  figure  the  proj- 
won't  turn  a  profit  until  1995. 
PANESE  VISITORS.  A  host  of  Other 
all  companies  are  already  doing  busi- 
is  in  the  East  or  have  concrete  plans 
begin.  Herlitz  Group,  a  stationery  re- 
ler  based  in  Berlin  that  has  grown 
^0  in  five  years,  will  open  29  shops  in 
st  Berlin.  Hertel,  a  fast-growing  ma- 
ne-tool company  that  pioneered  joint 
itures  with  the  Soviet  Union,  wants  to 
deals  in  East  Germany,  too. 
Cleaning  up  East  Germany's  filthy  air 
d  water  will  provide  years  of  work  for 
5rybody.  Consider  the  goings  on  at 
A,  a  holding  company  that  controls  a 


CONSUMER  GOODS 


Strong  economic  growth  in  West 
em  Europe  as  incomes  rise  and 
borders  get  more  fluid.  The  East 
discovers  the  joys  of  spending 


RADIO  AND  TELEVISION 


Deregulation  creates  a  huge  de- 
mand for  new  programming  and 
advertising,  with  opportunities  for 
private  networks 


BUILDING  MATERIALS 


slew  of  small  environmental-technology 
businesses.  It's  discussing  10  projects  in 
East  Germany.  And  then  there  is  Berze- 
lius,  a  subsidiary  of  metals  conglomer- 
ate Metallgesellschaft  that  is  already 
making  money  from  its  contracts  in  the 
East. 

No  wonder  small  companies  are  zoom- 
ing on  the  Frankfurt  stock  exchange. 
Cutlery  maker  WMF  is  up  73%  since  last 
year,  and  the  value 
of  shares  in  Kampa, 
which  sells  prefabri- 
cated houses,  has 
risen  82%.  Pittler,  a 
machine-tool  manu- 
facturer, has  seen  its 
stock  go  up  57%  over 
1989.  Small  German 
companies  are  doing 
so  well  that  Japa- 
nese brokers  are  ar- 
riving in  droves  to 
research  these  for- 
merly hidden  gems. 
"I  expect  a  new 
wave  of  foreign  in- 
vestment in  small 


Construction  booms,  with  $200  bil- 
lion in  infrastructure  spending 


ENVIRONMENTAL  TECHNOLOGIi 


Green  politics  and  stiffer  antipollu 
tion  rules  make  the  EC  a  lucrative 
market  for  cleanup  companies. 
Then  they'll  attack  the  East 


SOFTWARE  SERVICE! 


European  companies  computeriz- 
ing across  borders  will  need  inno- 
vative programs  in  such  fields  as 
distribution  and  financial  services 


TELECOMMUNICATIONS 


As  state-owned  PTTs  lose  their 
monopolies,  private  suppliers  of 
cellular  phones,  PBXs,  and  elec- 
tronic mail  wlU  move  in 

DATA;  BW 


companies,  says 
Wolfgang  Puetz, 
head  of  investment 
advisory  services 
with  Dresdner  Bank 
in  Frankfurt. 

That  will  give  the 
Frankfurt  market, 
now  hurting  from 
fears  of  higher  inter- 
est rates,  a  new 
boost.  In  fact,  small 
companies  have  been 
outperforming  the 
blue  chips.  Shroder 
Miinchmeyer  Hengst 
&  Co.,  a  Frankfurt 
investment  bank,  has 
devised  a  German 
small-company  index 
for  companies  with 
stock  capitalization 
of  $24  million  to  $720  million. 

With  the  Paris  market  up  15.7%  since 
last  March  and  the  40  largest  French 
blue  chips  getting  expensive,  brokers  be- 
lieve that  foreigners  will  start  looking  at 
smaller  French  companies  as  well.  Euro- 
staf,  a  Parisian  think  tank,  expects  com- 
panies listed  on  the  secondary  market  to 
grow  by  at  least  15%  this  year,  after  a 
20%  jump  in  1989. 

For  a  long  time,  small  French  compa- 
nies were  among  the  most  parochial  in 
Europe,  preferring  to  stick  to  their  own 
small  markets.  That's  changing,  as  1992 
approaches.  A  good  case  in  point  is  Al- 
tran,  a  software  company  in  a  special 
niche  and  a  star  performer  on  the  sec- 
ondary market. 

Altran  works  as  a  subcontractor,  do- 
ing complex  research  in  high-technology 


projects  for  industrial  groups  and  orga- 
nizations. It  has  worked  for  the  Europe- 
an Space  Agency  and  the  Airbus  pro- 
gram, and  sales  have  increased  tenfold 
in  four  years,  reaching  $51  million  in 
1989.  Now,  management  is  eager  to  in- 
ternationalize. Altran  has  just  bought  a 
company  in  Belgium  that  will  serve  as 
headquarters  for  expansion  in  Northern 
Europe  and  has  started  a  joint  venture 
in  the  U.  S. 

Financial  deregulation  started  earlier 
in  Britain  than  elsewhere  in  Europe,  and 
many  companies  have  already  taken  ad- 
vantage of  it.  Local  government  authori- 
ties are  now  able  to  spin  off  core  ser- 
vices to  the  private  sector.  Capita  Group 
PLC  advises  them  on  management  buy- 
outs and  how  to  use  computers  to 
streamline  bureaucracy. 

In  fact.  Capita  Group's  joint  venture 
with  successfully  privatized  British  Tele- 
communications PLC  to  market  new  tele- 
phone lines  is  already  paying  off.  It  has 
won  $41  million  in  contracts  from  14  city 
councils.  The  company  will  also  benefit 
from  deregulation  of  the  state-controlled 
National  Health  Service.  For  instance,  it 
has  already  won  lucrative  contracts  for 
improving  hospital  services  such  as  ca- 
tering and  cleaning. 

PICKED  OVER.  While  Europe  is  pushing 
ahead,  Asia's  reputation  for  hot  growth 
has  outstripped  the  reality.  Fund  manag- 
ers say  they  are  having  a  hard  time 
finding  value.  The  Taiwan  market,  like 
Tokyo,  is  ready  for  a  major  correction, 
with  stocks  hugely  overpriced  compared 
with  markets  around  the  world.  Thai- 
land's listed  companies  have  all  been 
snatched  up,  pushing  prices  to  unreason- 
able levels.  And  it  takes  courage  to  in- 
vest in  Hong  Kong,  which  has  been  in  a 
slump  since  the  massacre  in  Tiananmen 
Square  in  Beijing  last  June. 

Japan's  overheated  financial  markets 
have  been  hard  on  small  companies. 
With  interest  rates  up  50%  since  last 
year,  it's  difficult  to  afford  funding  for  a 
startup.  There  are  no  venture  capital 
firms,  so  the  only  answer  for  most  new 
businesses  is  personal  savings  or  loans 
from  friends  and  relatives. 

The  principal  hope  for  Japanese  start- 
ups is  the  rise  of  the  over-the-counter 
market.  Dozens  of  companies  have  stam- 
peded it  for  capital  since  it  caught  fire  in 
1989,  and  it  may  yet  trigger  a  small- 
company  renaissance  in  Japan. 

But  even  Asia's  bright  spots  will  be 
eclipsed  by  Europe  in  the  coming  years. 
EC  integration  and  the  merging  of  enor- 
mous markets  in  the  East  and  West  will 
make  Europe  the  soil  of  choice  for  busi- 
ness. That  has  given  companies  of  every 
size  a  new  entrepreneurial  spirit  and  the 
room  to  run  free. 

By  Blanca  Riemer  in  Paris,  mth  Peter 
Elliott  in  London,  Dinah  Lee  in  Hong 
Kong,  and  bureau  reports 
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hi  a  cuantiy  whuw hbjjatiUs  isnui  uiily 
commun  but  frequently  fatal,  aii  Indian 
wunimi  lias  received  a  vaccuiatiun  that 
prevents  it  Tfie  Hepaccm  B  vaccine  was 
mass  produced  and  exported  to  fier 
country  by  Samsung 


A  businessman  in  Belyiuin  cun  seiiu  ana 
receive  data  and  information  via  tfie  most 
advanced  telecommunications  system  in 
the  world  ft  was  made  possible  by  an 
exchange  of  technology  and  equipment 
bet  ween  his  country  and  Samsung. 


.astyeai,  a  major  U.S.  consumer  advocate 
publication  conducted  a  survey  comparing 
4  brands  of  microwave  ovens.  The  results: 
Vhen  a  grandmother  from  Pittsburgh  bought 
•  Samsung,  she  bought  the  most  reliable 
nicrov\/ave  oven  made. 


On  February  14, 1989,  a  Hungarian  engineer 
and  19  fellow/ countrymen  began  an  intensive 
technical  training  program  sponsored  by 
Samsung.  Our  commitment  to  exchanging 
technology  has  also  aided  development  m 
fAalaysia,  Pakistan,  fndia  and  Egypt. 


205  locations  around  the  world,  we're  doing  what  we've  done  m  our  own  country  of  Korea  for  the  past  fifty-two  years: 
plying  technology  to  make  seemingly  impossible  dreams  come  true.  SAIVISUNG 

Technology  that  works  for  all  of  us. 


NlSSEl  BUILD  KOGYO 

PARKING  GARAGES 
THAT  TOWER  OVER 
THE  COMPETITION 


E; 


lyes  closed,  Hiroshi  Morioka  croons 
a  300-year-old  tune.  Entertaining 
I  friends  in  a  geisha  house  in  the 
town  of  Kanazawa  by  the  Sea  of  Japan, 
Morioka  sings  the  traditional  song  of 
lost  love  in  mournful  tones. 

The  sadness  is  all  an  act  for  65-year- 
old  Morioka,  president  of  Nissei  Build 
Kogyo  Co.  Sales  are  up  an  average  of 
23%  over  the  past  two  years,  to  $236 
million  for  the  year  ended  in  February. 
And  its  stock  price  has  jumped  131% 
since  last  September. 
STRIKING  GOLD.  At  first  glance,  there's 
nothing  sexy  about  Nissei.  Roughly  65% 
of  sales  come  from  its  basic  business  of 
producing  prefabricated  steel-frame 
units,  widely  used  in  Japan  as  temporary 
shelters  at  construction  sites  and  sound- 
proof studios  for  home  musicians.  But 
Nissei  struck  gold  in  1987  when  it 
jumped  into  the  market  for  high-rise  car 
parks  in  Japan's  crowded  cities. 

Instead  of  driving  up  a  ramp,  drivers 
in  Japan  steer  their  cars  into  an  elevator 
that  automatically  whisks  them  up  a 


Hiroshi  Moriol<a's  automated  garages  are  a  godsend  to  Tokyo  drivers 


tower  and  sets  them  down  in  a  space. 
Nissei's  100-foot  towers  hold  more  cars 
than  nonautomated  rival  garages.  "Nis- 
sei is  way  ahead  of  the  pack,"  says  Si- 
mon Grove,  deputy  general  manager  at 
West  LB  Securities  Pacific  in  Tokyo. 

Thanks  to  a  new  crackdown  on  the 
200,000  cars  illegally  parked  in  Tokyo 
every  day,  demand  is  soaring.  Nissei 
turned  out  120  of  the  prefabricated,  rein- 
forced-steel  towers  in  1989.  Sales  more 
than  doubled,  to  $24  million.  And  Morio- 


ka figures  car-park  sales  could  represer 
half  of  Nissei's  total  by  1995. 

Nissei  is  now  trying  its  tower-parkin 
concept  in  warehouses,  with  computeiji 
ized  retrieval  of  packages.  He's  alsj" 
thinking  of  taking  it  to  the  U.  S.  an 
Europe,  probably  via  joint  venture; 
Finding  a  partner  should  be  no  prol 
lem — especially  if  he  takes  potential  cai 
didates  to  geisha  houses  and  gives  thei 
a  singing  performance. 

By  Ted  Holden  in  Kanazawa,  Japa 


CITYVISION 

FAST-FORWARD 
FOR  A  BRITISH 
VIDEO  CHAIN 


ritain  has  long  been  a  nation  of 
-shopkeepers.  But  when  David  A 
Quayle  surveys  the  charminj^ 
shop  windows,  he  sees  inefficiency  and  a 
chance  to  make  money.  Quayle  pioneer- 
ed Britain's  do-it-yourself  industry  with 
a  chain  of  warehouse  stores  that  offered 
wider  selection  and  cheai)er  prices  than 
the  village  hardware  store.  Now  he's  at 
it  again.  As  chief  executive  of  Britain's 
No.  1  video  rental  chain,  Cityvision  PLC, 
Quayle  has  been  busy  acquiring  every 
small  retail  outlet  that  comes  his  way. 

With  a  consortium  of  investors  behind 
him,  Quayle,  53,  began  by  buying  a  mon- 
ey-losiag  video  distributor  in  1986.  He 
shook  up  the  company  and  raised  fresh 
cash  on  the  London  stock  exchange  to 
begin  his  acquisition  drive.  Today,  Ci- 
tyvision's  chain  of  Ritz  video  stores 
numbers  730,  and  Quayle  plans  to  have 
1,000  by  the  end  of  this  year. 


Cityvision's  Quayle  is  buying  every 
small  retail  outlet  he  comes  across 


Quayle  breezed  past  the  mom-and-pc 
stores  by  using  computerized  orderin 
and  by  keeping  his  stores  open  long  a 
ter  the  shopkeepers  have  headed  for  t\ 
pubs.  Sales  soared  from  $7  m.illion 
1987  to  $74  million  in  1989,  while  operaj 
ing  earnings  jumped  from  $1  million 
$20.5  million. 

FIVE  MORE  YEARS.  But  with  twO  OUt 

every  three  British  households  owning 
videocassette  recorder,  new  competiti 
is  looming.  The  biggest  threat  to  Citjn 
sion  is  the  recent  arrival  from  the  U. 
of  Blockbuster  Entertainment  Cor; 
which  plans  to  open  400  of  its  hu 
stores  in  Britain  by  the  mid-1990s. 

Quayle  is  confident  he  can  keep  I 
growing.  He  is  sitting  on  a  comfortaa. 
cash  cushion  of  $25  million  and  has  m 
cently  assembled  a  team  of  seasoned  t| 
tailers  to  guide  the  chain's  expansio 
And  while  he  thinks  the  British  vid 
market  has  five  more  years  of  sol 
growth,  he's  exploring  Spain  and  Ita 
for  video  outlets  and  eyeing  new  reta 
ing  concepts.  Among  them:  offering  ca,i 
dy  and  popcorn  in  his  stores  and  openii 
a  new  retail  chain  that  sells  rather  thi 
rents  videos.  That's  good  news  for  t 
growing  ranks  of  British  couch  potato( 
By  Richard  A.  Melcher  in  Lond 
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TO  AMERICA 


AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leader- 
ship? Since  founding  the  industry  in  1971,  AMBAC  has  insured  over  $5.3  billion  (par 
amount)  in  education-related  issues.  That  translates  directly  into  new  and  better 
fl  I    I  D  ^^^"^  K  A  K  A  I T"  k  Iv  I  "T"  classrooms,  dormitories  and  athletic 

V^Ufx  V^V^/yi/Vll  I  IVltlN  I    facilities  all  across  America,  meeting 

the  growing  needs  of  literally  millions  of  students. 
Our  work  in  education  is  further  evidence  of 

II    lOT  I^CdDC  D^^\  A/I  IV  lA^     AMBAC's  commitment  to 

J  U  O  I     l\  tl  1 1    W  V-7  Iv        V  V  I  In  V-7«  strengthen  America,  and  help 
secure  its  future  by  rebuilding  its  aging  infrastructure. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our 
recognized  analysis  and  research  capabilities,  which  means  fast  turnaround  as  well 
as  competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest 
in  it.  That's  a  philosophy  that  can  keep  the  whole  country  growing. 


^1 


AMBAC 

MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza,  New  York,  NY  10004 
(212)668-0340 


e  sell  and 
stall  more 
?tworks  in 
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>  a  factor 
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imputerLand 


)  1990  ComputerLand  Corporation.  Apple,  the  Apple  logo, 
LaserWriter  and  Macintosh  are  registered  trademarks  of 
Apple  Computer.  Inc. 


Putting  Macintosh 

to  work. 
How  ComputerLand 
does  it. 


Authorized  Dealer 


From  the  Apple"  Macintosh'  Ilfx 
and  Ilci  to  the  Apple  LaserWriter" 
printers:  so  advanced  is  Macintosh 
computer  technology  that  it  prac- 
tically demands  an  advanced 
support  network  tc^  help  business 
users  make  the  0 
most  of  it. 

That's  where 
ComputerLand' 
comes  in.  With  more  than  300  Apple- 
authorized  centers,  a  spectrum  of 
customized  service  plans,  and 

special  network  training  and  sup- 
port facilities,  ComputerLand  is 
in  a  unique  position  to  help  busi- 
ness. And  the  Macintosh  family- 
with  its  computational  muscle 
and  ability  to  network  and 
connect  with  other  computers- 
is  ideally  suited  for  today's 
hybrid  workplace.  So  drop  by 
or  call  your  ComputerLand  store. 
Together,  we'll  put  Macintosh  to  work 
for  you. 


CompulerUincI' 


Business  to  business.  Person  to  person. 


COSTA  CRUISES 

ITALIAN-STYLE 
LOVE  BOATS  FOR 
EUROPEANS 


When  World  War  II  ended,  Ni- 
cola Costa's  uncle  Angelo  was 
among  the  first  to  snap  up 
U.  S.  surplus  Liberty  ships.  They  re- 
placed the  Costas'  small  cargo  fleet.  The 
new  vessels  added  Italian  emigrants  to 
their  Caribbean-bound  cargo.  Thus  was 
born  Costa  Cruises,  now  the  top  cruise 
line  in  the  Mediterranean  and  the  sixth- 
largest  in  the  world.  "We  are  known  for 
our  'cruising  Italian-style,'  "  says  Costa 
Cruises  President  Nicola  Costa,  50,  from 
his  office  in  Genoa.  Like  its  U.  S.  coun- 
terparts, Costa  caught  the  1980s  wave  of 
fun-in-the-sun  trips,  mainly  by  offering 
Caribbean  cruises  to  Americans. 
CRUISE  CONTROL.  Now,  the  European 
market  could  mushroom  as  deregulation 
lowers  air  fares.  It  costs  a  Northern  Eu- 
ropean traveler  less  to  fly  to  Miami  and 
cruise  the  Caribbean  than  take  a  cruise 
from  Barcelona.  According  to  industry 
estimates,  some  10  million  Europeans 
will  take  cruises  in  the  next  10  years. 


President  Costa  plans  to  add  four  ships  to  his  six-ship  fleet  in  the  next  three  yeai-s  i 


Costa  aims  for  a  middle  to  upper-mid- 
dle market.  Its  400-  to  1,000-berth  ships 
resemble  floating  luxury  hotels,  with 
personalized  service  and  Belle  Epoque 
wood-and-brass  interiors.  Entertainment 
depends  on  what  nationality  dominates 
the  boat:  Italian  media  mogul  Silvio  Ber- 
lusconi crooned  on  a  Costa  ship  as  a 
teenager  during  the  1950s. 

Even  if  the  airlines  don't  cut  their  tar- 
iffs, growth  in  the  European  market  will 
let  Costa  easily  double  sales  and  profits 


within  the  next  few  years.  Costa's  eai 
ings  last  year  jumped  40%,  to  $15  millii 
on  sales  of  $260  million.  Since  Cost 
went  public  on  the  Milan  bourse  Ir 
June,  its  shares  have  risen  60%. 

Flush  with  cash  from  the  stock  offi 
ing,  Costa  plans  to  add  four  ships  to 
fleet  of  six  in  the  next  three  yea 
Three  will  go  to  the  Caribbean.  But 
Europeans  get  richer,  they  may  fall 
love  with  Love  Boats  closer  to  home. 

By  Fred  Kapner  in  Mil 


BERZELIUS 


THEY  CART  WASTE 

AWAY,  TREAT  IT 
—AND  THEN  SELL  IT 


When  BUS  Berzelius  Environ- 
mental Services  became  the 
first  green  stock  to  be  listed 
on  the  Frankfurt  exchange  in  January, 
investors  went  wild.  On 
the  first  day  of  trading, 
they  bid  the  share  price  up 
from  $196  to  $310.  Inves- 
tors believe  BUS  is  poised 
to  turn  Europe's  moun- 
tains of  toxic  industrial 
waste  into  gold. 

The  three-year-old  com- 
pany lia^  developed  new 
technolo!;':y  to  process  haz- 
ardous V,  ;istes  for  less 
than  half  :■'  what  it  now 
costs  compunifiS  to  dump 
them.  Then,  i  v:-  s-ells  the 
raw  materials  WmJ.  it  has 
refined  from  the  waste 
back  to  industry.  "Custom- 
ers pay  us  twice — to  cart 
the  waste  away  and  then 


to  buy  it  back,"  says  BUS  Chief  Execu- 
tive Helmut  Maczek. 

BUS  is  a  spin-off  of  West  German  met- 
als-trading giant  Metallgesellschaft.  The 
parent  company  floated  25%  of  BUS  stock 
to  raise  $130  million  for  an  ambitious 
expansion  drive,  covering  Germany  and 
the  rest  of  Europe  with  its  new  recy- 
cling plants.  But  BUS  is  already  on  the 
fast  track.  This  year,  sales  are  forecast 
to  double,  to  $43  million,  while  gains  of 
70%  are  expected  for  each  of  the  next 
three  years.  Earnings  will  triple  in  1990, 


Maczeic:  "We  have  the  potential  to  become  bigger  than  the  parent' 


to  $5.4  million,  and  should  double  t 
next  year,  to  more  than  $10  million.  "\ 
have  the  potential  to  become  bigger  th 
the  parent  company,"  says  Maczek, 
metallurgist  who  was  a  Metallgese' 
chaft  senior  manager  before  bei 
tapped  to  run  BUS. 

ADDITIONAL  MARKET.  Already,  BUS  plai 
in  Germany,  Spain,  and  Sweden  are 
cycling  one-third  of  Western  Europ| 
noxious  steel-furnace  dust.  Maczek 
currently  negotiating  joint  ventures 
partners  in  France,  Italy,  and  the  So' 
Union,  with  hopes  of  d 
bling  the  company's  cap: 
ty  by  1993.  And  the  cb 
ing  industrial  pollution 
Eastern    Europe  coid 
mean  an  additional  ht;e 
market  right  on  Maczes 
doorstep. 

BUS  could  be  vulnera 
to  a  drop  in  metals  pricj 
Some  40%  of  revenues 
a  big  chunk  of  profits  flv 
from  the  resale  of  mets 
to  industry.  But  its  clear p 
knowhow  should  ensis 
that  Germany's  first  gnn 
stock  keeps  growing  lika 
beanstalk. 

By  Gail  E.  Scharesn 
Frankfurt 
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BECOME  A 
JAL  KIZUKI 
AND  GET  YOUR 
OWN  747. 


At  JAL,  we  don't  just  have  me- 
chanics. We  have  kizuki:  An  elite 
corps  of  engineers  who  are  assigned 
to  their  own  747s. 

Because  each  plane  is  worked 
on  by  one  kizuki  team,  each  kizuki  is 
obsessed  with  its  performance. 


Unique  to  the  business,  this  sys- 
tem has  helped  us  maintain  the  on- 
time  departure  record  year  after  year 

And  helped  us  maintain  a  very 
comfortable  relationship  with  our 
passengers. 


J4'- 


Japan  Airlines 


A  WORLD  or  OirrEREIilCE 


«f  Arts  Business 


This  198i  learjet  will  be  among  ( 
fleet  of  executive  planes  going  ow 

AUaiON  BLOCK  IN  JUNE 


Last  year,  sotheby  s  sold  a  sik 

OF  DRAWINGS  FROM  THE  BLOCKB  1^ 
MOVIE  WHO  FRAMCD  ROCIR  RAB  SIH^ 


A  BIGGER  CANVAS 
FOR  SOTHEBY'S 


In  the  deal  of  the  century,  it  purchases  a  fabled  collection 


You  could  almost  hear  the  grum- 
blings of  art  dealers  when  they 
learned  the  news:  In  late  April, 
Acquavella  Galleries  Inc.  joined  with 
Sotheby's  Holdings  Inc.  to  buy  the  in- 
ventory of  the  Pierre  Matisse  Gallery. 
Once  again,  the  auction  house  was 
poaching  on  their  turf.  Now,  it  would 
own  art  outright,  like  a  dealer,  instead 
of  being  merely  an  agent  of  sale. 

Worse,  this  was  no  ordinary  deal.  Be- 
fore he  died  last  August,  the  son  of  Hen- 
ri Matisse  had  amassed  some  2,300 
works  by  Chagall,  Giacometti,  and  other 
20th-century  masters.  Acquavella  and 
Sotheby's  will  pay  $142.8  million,  provid- 
ed by  the  auctioneer,  for  the  cache  (box). 
"In  modern  times,  there's  been  nothing 
like  this,  on  this  scale,  ever,"  says  dealer 
Stephen  Hahn.  The  only  thing  close  in 
imporutnce  occurred  in  1930,  when  An- 
drew W.  Mellon  bought  21  Old  Master 
paintings  from  the  Soviet  Union.  Mellon, 
who  donated  the  pictures  to  the  National 
Gallery  of  Art,  paid  $6.6  million— $58.7 
million  in  today's  dollars. 
TROUBLE  AHEAD?  Sotheby's  inclusion  in 
history's  biggest  art  deal  illustrates  just 
how  dominant  the  company  has  become 
since  Detroit  real  estate  magnate  A.  Al- 
fred Taubman  bought  it  in  1983  and  in- 
stalled Michael  L.  Ainslie  as  chief  execu- 
tive. Its  dramatic  growth  is  part  luck — 
much  of  the  wealth  created  hy  a  boom- 
ing world  economy  has  gone  straight 
into   collecting — and   part  design.  By 


marketing  itself  aggressively  and  offer- 
ing extensive  financial  services,  Soth- 
eby's has  brought  more  and  more  collec- 
tors into  the  auction  rooms,  taking  both 
sales  and  consignments  from  dealers. 
Auctions,  which  used  to  be  a  wholesale 
business,  with  dealers  doing  most  of  the 
buying,  are  now  largely  a  retail  busi- 


ness,  with  collectors  or  thi 
representatives  vying  for  art  works. 

So  Sotheby's  has  thrived.  Its  sa 
grew  62%  in  1989,  to  nearly  $3  billi( 
after  a  29%  gain  in  1988.  Net  incoi 
jumped  even  more,  increasing  82% 
$112.7  million  last  year.  Return  on  eq 
ty  was  a  stunning  55%. 

But  there  are  glimmerings  of  troubSa32 
The  world  economy  is  going  through  G, 
rough  patch — particularly  in  Japan,  t 
source  of  many  new  collectors.  Be  i»o. 
Sotheby's  and  archrival  Christies  IntJecoD 
national  PLC  rack  up  some  two-thirds 
their  volume  during  two  weeks  ea 
May  and  November,  when  they  moi  Mi 
major  auctions  of  Impressionist,  Mi 
ern,  and  contemporary  art.  Yet  on  Ma; 
and  8,  sales  of  contemporary  art  we: 
ened.  Several  works  fetched  prices 


ACQUAVELLA:  THE 
ART  OF  THE  DEALER 


Operating  from  a  neoclassical  town- 
house  on  New  York's  East  79th 
Street,  William  R.  Acquavella  has 
long  been  a  major  figure  in  the  world  of 
art.  He's  one  of  a  handful  of  dealers 
whose  names  are  carved  in  stone  on  the 
Metropolitan  Museum  of  Art's  list  of  ma- 
jor donors.  He's  a  character  in  Someone 
Else's  Money,  a  novel  his  friend,  Michael 
M.  Thomas,  wrote  about  the  art  world. 
He's  praised  by  fellow  dealers  for  his 
eye— their  highest  compliment — as  well  as 
for  his  business  acumen.  When  owners 
want  to  sell  a  work  in  his  speciality — 19th 
and  20th  century  masters — Acquavella  is 
sure  to  get  a  call. 

Now  that  he's  putting  the  final  brush 
strokes  on  the  $142.8  million  purchase  of 
the  Pierre  Matisse  Gallery,  Acquavella's 
perch  atop  the  art  world  seems  even  lofti- 


611,  I 


er.  Concedes  one  rival:  "I'm  a  bit 
of  Billy."  Some  are  also  disturbed, 
er,  that  he  called  in  Sotheby's.  Tjil 
the  hookup  with  the  world's  No.  1 
tioneer — a  key  rival  for  works  off< 
sale — as  inviting  the  enemy  into  t 
ers'  tent. 
CHAGALL  HAUL.  Acquavella,  who  1 
a  difficult  time  getting  enough 
works  to  sell,  doesn't  care.  He 
financial  resources  to  compete  wii 
eby's  and  Christie's — but  he  has  fi 
ly  lost.  Last  year,  for  example, 
tempted  to  obtain  the  John  T.  D 
Jr.  collection,  which  Sotheby's 
guaranteeing  that  the  estate  w( 
ceive  at  least  $100  million. 

But  the  Matisse  inventory  was 
ent:  It  played  to  a  dealer's  streng 
cause  it  includes  so  m.any  pieces 
same  artists.  Even  works  by  such 
masters  as  Miro,  Chagall,  and  G\i 
must  be  sold  slowly  to  mainta: 
prices.  So  Acquavella  called  his 
dealer  Eugene  V.  Thaw,  and  Ma 
tana  Matisse,  Pierre's  widow,  to  n 


ispect 

Will 


was 
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HORSES  BROUGHT  IN 
IFTTHAN  CASH 


GOING,  GOING,  GOING  FAR  Af  lELP 

Most  of  Sotheby's  revenues — which  jumped  62%  in  1989  to  nearly  $3 
billion — come  from  the  sale  of  Impressionist,  Modem,  and  contempo- 
rary art.  Now,  the  auction  house  is  expanding  its  reach  in  an  effort  to 
make  several  small  initiatives  add  up  to  a  lot 

HEW  HORIZONS  Sotheby's  is  lending  to  collectors  and  to  sellers 
who  have  consigned  art  works  both  in  the  U.S.  and,  more  recently, 
in  Europe.  With  a  loan  portfolio  of  $186  million,  vs.  $100  million  a 
year  earlier,  Sotheby's  Financial  Services  posted  1989  operating  in- 
come of  $6.3  million  on  revenues  of  $18.8  million.  In  January,  it 
ceased  financing  the  purchase  of  art  after  critics  complained  that 
the  practice  inflated  prices. 

HEW  CATEGORIES  New  kinds  of  items  are  going  under  the  ham- 
mer. Last  year,  Sotheby's  sold  a  Philip  Johnson  townhouse  and  its 
contents,  and  it  began  auctioning  Arabian  horses.  In  June,  it  will  sell 
corporate  aircraft.  And  it's  expanding  sales  of  classic  cars  in  the 
U.S.,  movie  animation  frames,  and  regional  art. 

HEW  TERRITORIES  In  1988,  Sotheby's  held  the  first  international 
auction  in  the  Soviet  Union  and  the  first  sale  in  China  by  a  Western 
auction  house.  Last  fall,  it  staged  its  first  big  sale  in  Japan.  It's  ex- 
panding sales  in  Germany,  Israel,  and  Austria.  It  has  opened  an  of- 
fice in  Korea  and  is  considering  sales  in  Taiwan  and  the  East  bloc. 

DATA:  S0THE8YS,  BW 


expectations  or 
d  to  sell.  That 
ns  the  auction 

must  do  well 
he  Impression- 

and  Modern 
3  May  15-18. 
)theby's  stock,  meanwhile,  has  sunk 
1  a  52-week  high  of  37  to  about  161/2. 
>  G.  Kenneth  Heebner  of  Capital 
ivth  Management:  "I  sold  out  some 

ago.  I  was  concerned  that  the  Japa- 
:  economy  would  erode." 
riNG  SUN?  The  auction  houses  insist 

Japanese  buying  hasn't  declined 
;tantially.  Sotheby's  also  dismisses 
import  of  the  disappointing  contem- 
xy  sales.  "That  market  has  grown 
•apidly  that  maybe  it  has  growing 
s,"  says  John  L.  Marion,  chairman 


of  Sotheby's  Inc.,  its  North  American 
unit,  and  chief  auctioneer.  "I  don't  feel 
nervous  about  next  week  at  all."  But  it's 
clear  that  the  market's  growth  is  slow- 
ing, at  the  least.  Sotheby's  1990  reve- 
nues are  running  just  7%  ahead  of  last 
year's  totals  for  the  period. 

Sotheby's  can  earn  tidy  profits  at  that 
level.  Yet  the  search  is  on  for  new  buy- 
ers and  new  areas  of  business  (table). 
"Any  company  would  like  to  broaden  its 
base,  and  we  are  constantly  looking  at 
new  ways  to  do  that,"  says  Marion. 


ESTERNERS 
HAD  THEIR  FIRST 
CHANCE  TO  BUY 
ART  IN  MOSCOW 
IN  1988 


Although  the  Matisse  deal  was  seren- 
dipitous— William  R.  Acquavella  invited 
Sotheby's  to  be  his  partner — it  neatly 
fits  the  company's  desire  for  new  income 
sources.  Christie's  also  wanted  the  col- 
lection: It  had  hoped  to  get  two  partners, 
one  rumored  to  be  PaineWebber  Group 
Inc.,  to  buy  and  hold  the  art  works  while 
it  slowly  sold  them  at  auction.  But  Chris- 
tie's failed  to  put  a  deal  together  in  time. 
PaineWebber,  whose  chairman,  Donald 
B.  Marron,  is  a  keen  collector  (and  presi- 
dent of  New  York's  Museum  of  Modern 
Art),  declined  to  comment. 

As  for  dealers,  they  can  relax  a  bit — 
at  least  on  the  Matisse  front.  Says  Diana 
D.  Brooks,  president  of  Sotheby's  Inc.: 
"It's  absolutely  not  our  plan  at  this  point 


th  are  executors  of  the  Matisse 

500-item  inventory  convinced  Ac- 
that  he  needed  a  partner.  He 
Sotheby's  because  it  offered  ad- 
ion,  marketing,  and  a  global 
—as  well  as  fi- 
It  didn't  hurt 
quavella  often 
)lf  with  Chair- 
Alfred  Taub- 

0  owns  60%  of 
s. 

gh  Acquavella, 
)espectacled  52, 

1  occupation  is 
ance,  he  was  to 
ry  born.  His  fa- 
icholas,  began 
in  Old  Masters 
-and  quickly  ac- 
.  mixed  reputa- 
e  was  more  in- 
n  misattributed 
5  than  he  should 
sen,"  says  one 


dealer.  "I  don't  know  if  it's  because  he 
wasn't  careful  enough  or  because  he  sub- 
scribed to  a  fanciful  view  of  the  works." 
Meanwhile,  Acquavella  fils  majored  in 
art  history  at  Washington  &  Lee  Univer- 
sity. After  a  stint  in  the  U.  S.  Army,  he 
worked  at  the  gallery 
while  he  looked  for  an- 
other job — but  never 
left.  Instead,  he  changed 
its  focus.  Acquavella 
won't  disclose  his  gal- 
lery's sales.  But  others 
in  the  field  believe  that 
he  is  among  the  world's 
10  biggest  dealers,  with 
1989  revenues  easily 
topping  $50  million. 

Friends  say  Acqua- 
vella has  an  outstanding 
art  collection,  including 
works  by  Picasso,  Ma- 
tisse, Leger,  and  Miro. 
Some  of  his  wealth  is  in- 
vested in  the  leveraged 
buyout  funds  of  his 


THE  GAUERY  ON  79TH  STREET 


friend,  Theodore  J.  Forstmann,  of  Forst- 
mann  Little  &  Co.  Acquavella  sits  on  the 
board  of  Forstmann's  most  recent  LBO, 
Gulfstream  Aerospace  Corp. 

No  doubt  Acquavella  will  be  concen- 
trating on  how  best  to  sell  the  Matisse 
inventory  during  the  coming  months, 
though.  He  is  managing  the  venture, 
splitting  profits  50-50  with  Sotheby's.  He 
plans  to  show  the  works  around  the 
world,  mounting  a  Miro  exhibit,  say,  in 
Japan  while  the  Dubuffets  go  to  Paris. 
"If  we  market  it  correctly,"  Acquavella 
says,  "we  can  get  $350  million  for  it." 
That  doesn't  mean  the  venture  will  gar- 
ner $200  million  in  profits.  Its  cost  basis 
for  taxes  is  a  mere  $7  million,  the  price 
Pierre  Matisse  paid  for  the  works. 

Acquavella  isn't  tapped  out  because  of 
the  Matisse  deak  "I  still  deal  in  Impres- 
sionists and  Postimpressionists,"  he  says, 
noting  Matisse  bought  none  of  those.  If 
that  market  keeps  sizzling,  this  is  no 
time  for  a  player  like  Acquavella  to  stay 
out  of  the  action. 

By  Judith  H.  Dobrzynski  in  New  York 
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to  become  a  dealer."  It's  more  appropri- 
ate to  view  the  transaction  as  Sotheby's 
financing  a  dealer,  not  becoming  one. 
Acquavella,  in  fact,  will  sell  most  of  the 
collection  himself.  Only  a  few  items  will 
be  auctioned. 

Rather,  Sotheby's  wants  to  enlarge 
the  pool  of  art  buyers  and  bring  a  big- 
ger proportion  of  art-market  transac- 
tions into  its  sales  rooms.  Taking  market 
share  from  Christie's  has  proven  diffi- 
cult, however:  Sotheby's  usually  gets 
about  58%  of  their  combined  sales. 

And  the  competition  is  getting  tough- 
er. Art  sellers  often  play  the  houses  off 
against  one  another.  On  very  desirable 
items,  both  Sotheby's  and  Christie's  may 
forfeit  the  seller's  fee.  Sotheby's  often 
guarantees  a  price  to  a  seller,  regardless 
of  how  the  bidding  goes:  Some  25%  of 
the  upcoming  Impressionist  sale  is  guar- 
anteed, leaving  critics  to  ask  if  Sotheby's 
is  risking  too  much.  Yet  Christie's  has 
just  added  to  the  pressure:  It  offered  its 
first  guarantee  to  win  works  owned  by 
Robin  Lehman,  son  of  the  late  Robert 
Lehman,  who  ran  Lehman  Brothers. 

Both  auctioneers  say  they  know  what 
they're  doing.  "It's  a  successful  market- 
ing tool,  and  we  have  long  experience  in 
this,"  Marion  says.  Christie's  is  more 


conservative:  "We  might  consider  offer- 
ing guarantees  on  an  extremely  selec- 
tive basis  in  the  future,"  says  Christie's 
USA  President  Christopher  J.  Burge. 

Nonetheless,  what  they  lose  compet- 
ing with  each  other,  they  must  find  else- 
where. Sotheby's  is  making  a  big  push 
for  growth  overseas,  especially  in  Asia. 
"I  don't  think  we've  begun  to  see  what 
will  happen  there,"  Marion  says.  "There 


As  part  of  its  push  to  tap  into 
overseas  fortunes,  Sotheby's 
just  opened  a  Seoul  office,  and 
it  may  hold  sales  in  Taiwan 


are  great  fortunes  in  Korea  and  Taiwan. 
It's  likely  that  you'll  see  .some  of  that 
appear  in  the  marketplace."  To  woo  cli- 
ents, Sotheby's  has  just  opened  an  office 
in  Seoul,  adding  to  its  outposts  in  Hong 
Kong,  Tokyo,  and  Taiwan.  Last  fall,  it 
held  its  first  sale  in  Tokyo  in  10  years, 
and  it  may  hold  sales  in  Taiwan. 

Across  the  globe  lies  another  enticing 
locale:  Paris.  For  decades,  government 


regulations  have  kept  out  non-Fren( 
auctioneers.  But  that  is  expected 
change  when  the  European  Communi<| 
tears  down  its  trade  barriers  in  1992. 

Sotheby's  isn't  alone  in  global  thin| 
ing,  though.  "The  most  important  thir 
for  this  business  in  the  next  10  yeaj 
will  be  the  development  of  France  aif 
the  Far  East,"  says  Burge.  Christie 
will  expand  at  a  more  measured  pac 
though.  Burge  says  that  he  won't 
ready  to  disclose  Christie's  plans  for  .1] 
pan  for  another  18  months. 
JET  SET.  Meanwhile,  Sotheby's  is  expej 
menting  with  putting  new  kinds  of  itenj 
on  the  block.  It  tried  selling  Arabia 
horses  last  year,  and — though  it  ma(j 
little  money  on  them — will  do  it  again. 
June,  Sotheby's  will  test  the  idea  of  aJ 
tioning  corporate  jets.  And  it's  lookiJ 
into  the  possibility  of  scheduling  entil 
sales  devoted  to  sporting  pictures,  guij 
and  outdoor  garden  statuary. 

Beyond  getting  sales,  which  are  lei 
than  one  major  painting  would  fetd 
Sotheby's  believes  these  ventures  wl 
help  expand  client  rolls.  If  someone  cJ 
buy  an  airplane,  he's  wealthy  enough  [ 
buy  art,  they  theorize.  And  new  buyej 
are  what  Sotheby's  now  needs  most. 
By  Judith  H.  Dobrzynski  in  New  Ydk 


Three  Days  That  Will  Forever  Change 
'  The  Way  You  Aflack  Prohlems. 

Al  the  Skip  Barbet  Racing  Sctiool,  you  sttap  youtselt  betiind  the  wheel 
of  a  Formula  Ford  lor  three  days  ol  intensive  training  in  the  art  and  science 
ol  race  car  driving. 

Alone  in  the  cockpit,  you'll  discover  a  new  level  ol  concentration. 
At  speed  you'll  learn  to  instantaneously  analyze,  and  then  attack  new 
problems  -  making  precise  adjustments  in  split  seconds. 

By  the  time  you  take  your  linal  checkered  tiag.  you  tind  yoursell 
challenging  limits  you  had  never  even  thought  possible. 

Over  the  years,  the  Skip  Barber  Racing  Program  has  trained 
thousands  ot  successtui  graduates  Irom  Indy  500  Drivers  to  executives 
ol  Fortune  500  Companies 

For  a  free  brochure  call  (203)  824-0771.  VJest  ot  the  Rockies  call 
I  (800)  722-7223. 

Special  corporate  and  group  programs  also  available. 


SkipBarber 

iRacingSchooll 

The  Skip  Barber  Racing  School/ Route  7 /Canaan.  CT  06018 
Skip  Barber  Racing  School  West/Box  629/Carmel  Valley.  CA  93924 
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The  Intelligent  Choice 
For  Safety  And  Security. 

The  Guardian. 

Today,  you  can't  be  too  safe. 
Or  too  secure. 

For  over  one  hundred  and  thirty  years, 
clients  of  The  Guardian  have  felt  both  safe 
and  secure.  Because  we  avoid  unnecessary 
risks  and  take  a  sure-footed  approach  to 
the  managennent  of  our  finances. 

The  Guardian  is  one  of  only  a  handful 
of  life  companies  that  have  earned 
Moody's  highest  rating  of  Aaa.  We  were 
evaluated  on  our  "claims-paying  ability" 
— our  financial  strength  to  pay  future  life 
insurance  benefits  to  protect  your  family. 

The  Envy  of  the  Life  hidu§try 

The  Guardian's  capitalization  ratio  of 
13.1  %  ,*  the  prime  measure  of  financial 
strength  and  solvency,  is  twice  the 
industry  average. 

That  means  we  have  the  financial  muscle 
to  develop  better  policy  benefits  and  provide 
our  agents  with  the  necessary  support 
that  results  in  superior  service. 

\lake  The  Intelligent  Choice 

Find  out  more  about  The  Guardian's  Life 
Insurance.  Or  Group  Insurance,  Income 
Protection,  Equity  Products  or  Asset 
Management. 

Call  1-800-662-1006. 

We'll  provide  you  with  all  the  facts  for 
your  safety  and  security. 


^  The  Guardian' 


The  Intelligent  (^lioice^ 

Since  1860 


©1990  The  Guardian  Life  Insurance  Company  of  America 
"Surplus  and  MSVR  divided  by  assets  m  1989 


Before  Roadways  tmcks  make  deliveries  across  the  country,  their  computers  do.  With  a  Networ 
deliver  loads  of  information  to  customers  in  seconds.  And  stay  on  top  of  the  tRicking  business. '  i^-.j 
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IKIGHT  CL/iSS  230,  1400  LBS  ;  ABC  LUMBER,  SYRACUSE,  N\ 
;LATES,  UlilCAGO,  IL,  5/16,  7  DRUMS,  FREIGHT  CLASS  85,  578  LBS,,  NELSON  SUPPLIES,  FRESNO,  CA,  7,'23,  16  BOXES,  FREIGK 
'if  19.  55  CRATES,  FREIGHT  CLASS  440,  1700  LBS  .  FULLER  6'  SEILER  MARKETING  CO.,  NT,  NY,  6/19.  300  BOXES,  FREIGHT  CLASS  21 
PA,  4/29,  800  DRUMS,  FREIGHT  CI  ASS  88.  900  LBS  .  KLEIN  AND  SONS  SUPPLIES.  BOSTON.  MASS.  3/20.  800  BOXES,  FREIGHT  CLAS; 
:ONN.  5/24,  75  CARTONS-PERISHABLE.  FREIGHT  CLASS  85,  1300  LBS.;  WITT  BROTHERS  PUBLISHING,  SAN  FRANCISCO.  CA,  3/82. 
fADVERTISING  INC  BB.EWHAM,  TX,  250  CAR.TONS.  FREIGHT  CLASS  75,  400  LBS  ,  KELLEY  MANUFACTURING  COMPANY,  LANGASTEI 
300  LBS  .  SUPF  '  :  ,  NORTH  AMERICA.  CHICAGO.  II..  4/02.  1200  CARTONS.  FREIGHT  CLASS  235,  300  LBS,.  LIGHTS  INC  .TOPKKA 

ICOHEN  &  PART.  .'XCUSE.  NY.  5,'25.  680  DRUMS,  FREIGHT  CLASS  120, 200  LBS  ,  TGIF  PRODUCE  CORPORATION,  DENVER,  CO,  4/ 1 


IINSTITUTF  BOISE,  IDAHO,  6/ii  ' 


;S,  FREIGHT  CLASS 
BOYT''^  '^'^MSTRUC 
JE  BO  PHIL/ 
NURS  lARTF' 
ON  ef  MATHER  ADV 
f>RUMS.  FREIGHT  CLASS  70,  150 

lEIGHT  CU\.SS  45,  '^44  LBS.;  C 
LBS..  SIMPSOfI  TECH  ;^  1l  ,\L  INS'i 
I.UMBER.  SYRACUSE,  NY.  'Y18,  10 
loXES,  FREIGHT  CLASS  7\  ~,  889  Lj  . 


3/18,  10  BO 
77.5,  889  L! 
THIRD  AVE! 
ICKELDEK , 
:.BS  ,  LLAMIl 


JS,  FREIGl' 
.-PERISHAB. 
rx,  25  CART 
.1  AMF     :;A.  CI 

i.NY.t  680  L 

REIGHT  CLASS  21 
S,  FRElGrtT  CLASS       900  LBS  ,  SMITH  > 
OYKO  CONSTRU''    ON.  LA  9,  55  C 

iLASS  21,  700  LBS.;  THIRD  AVRNtTE  BO  1 TL :  ^tq,  PHILADKLPHLA.,  PA .  -I  ,,;- 1.  ttuO  DRU 
100,  450  LBS  ;  MCKELDEN'S  NURSERIES,  h  i  :0NN.  5/24.  75  CARTONS  I 


LPHLA 

D.CON" 
TISIN' 
38.;  SU 
6f  PAR 

,  BOIS. 


■'.g.  80C 
3CAR'i 
ENHA 
iS  NOI 
mACT 
.0,6/10 


100 CARTONS,  FREIG 
o78Lt     !  I  LSONSi 
H  MARI     i  i^GCO, 
SUPPLIl  JOSTOK 

BROTHEI    PUBLir  M 


;  MT  CLASS  21,        LPS  ACUE  MANUFACTUaiNG,  NEW ORl FANS,  LA,  b'P 

LBS  .  SMITH  Ai,  O.CHICAGO,  IL  :   i5, 7  DRUMS. FRt.  '-ITCLA 

,  LA.  CA,  8/19.  55  C  .  FREIGHT  CLA!^;  140.  1700  LBS  ,  FUI  ER  fif  S; 

S  88,  9uu  i.b3,;  KLEI  AND  S< 
IGHTCIASS85, 130C   BS  ,  WT 

REIGHT  CLASS  75.  4     LBS  ,  hELLEY  MA.JlIFACT 
10,  IL.  4  02,  ]  ?00  CAB  i  )VS.  FREIGHT  CLASS  23F 
iS.FRFIOHT  CLASS  IJ  0  200  LBS  ,  TO'  '  PRODUCF  (,1 
a  LBS,  A  "  Ir  MANXJFACI  UBING.NEV.  ORLEANS  .5, 
OCLATi:,o,^HICAQO,  IL  5  1.5,7DRtJM;>  !'REIGH'  AS! 
^^ES,  FREIGHT  CLASS  440,  1700  LBS   H  ILLER  £ILi 
.S,  FREIGHT  CT  '   ;^  88,900  LBS.;  KLEIN  AMDS0N;'3UPP 
IT  CIASS  85,  1300  LBS  ,  WITT  BL 


JLASS  23. 500  LBS,.  HAMILTON  &  MATHER  A ;  1  IMG  INC.,  BRENHAM.  TX,  25',.'  i  CLASS  75. 400  LBS  ,  KELLEY  MA  tJ  i  U/ 

|00  DRUMS.  FREIGHT  CLASS  70.  1500  LBS  .  SUPERSTORES  NORTH  AMERICA.  CHICAGO.  IL.  4/02.  1200  CAKTONS.  FREIGHT  CLASS  235.  30' 
lEIGHT  CLASS  45. 344  LBS  .  COHEN  &  PARTNERS.  SYRACLISE.  NY.  5'25, 680  DRUMS.  FREIGHT  CLASS  120.  200  LBS  .  TGIF  PRODUCE  C0KP0R.A 
IMPSON  TECHNICAL  INSTITUTE.  BOISE.  IDAHO.  6'10.  FREIGHT  CLASS  21.  500  LBS  .  ACME  MANUFACTURING,  NEW  ORLEANS.  LA,  5/21,  100  Cj 
VCUSE.  NY,  6'i8.  10  BOXES.  FREIGHT  CLASS  75, 900  LBS  .  SMITH  ASSOCIATES.  CHICAGO.  IL.  5/15.7  DRUMS,  FREIGHT  CLASS  85.  578  LBS.;  WI 
lEIGHT  CLASS  23.500  LBS  .  HAMILTON  S>  MATHER  ADVERTISING  INC  ,  BRBNHAM.  TX,  250  CARTONS.  FREIGHT  CIASS  75.400  LBS  .KELLEY  ^ 
)LLS.  200  DRUMS,  FREIGHT  CLASS  70.  1500  LBS  .  SUPERSTORES  NORTH  AMERICA,  CHICAGO,  IL,  4/02,  1200  CARTONS,  FREIGHT  CIASS  2: 
fMPSON  TECHNICAL  INSTITLITE,  BOISE,  IDAHO,  6/10,  FREIGHT  CLASS  21,500  LBS  ;  ACME  MANUFACTURING,  NEW  ORLEANS.  IA,5/21    100  C/ 
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iputing  Solution  from  AT&T  Computer  Systems,  they  now 
3  247-1212,  Ext.  545.  Well  help  you  get  the  wheels  turning. 
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INSURANCE  I 


WHY  LIFE  INSURERS 
ARE  SUDDENLY  TO  DIE  FOR 
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Big  companies  are  turning  weak  small  fry  into  prize  catches 


In  sheer  numbers,  life  insurers  rival 
stars  in  the  sky.  But  as  American 
General  Corp.  shows,  it's  not  an  ex- 
panding universe.  This  giant,  with  assets 
of  $32  billion,  spent  the  1980s  gobbling 
up  competitors.  Now,  the  company  is  set 
to  be  an  acquisition  itself.  After  a  bruis- 
ing proxy  fight  with  suitor  Torchmark 
Corp.,  Houston-based  American  General 
on  May  2  put  itself  up  for  sale. 

American  General 
could  have  plenty  of 
company  soon:  There's 
no  shortage  of  insurers 
whose  lackluster  per- 
formance leaves  them 
takeover-prone  (box). 
And  even  before  the 
Torchmark- American 
General  battle,  consoli- 
dation was  reshaping 
the  life  insurance  in- 
dustry, which  controls 
$1.2  trillion  in  assets 
and  issues  policies  that 
provide  tax-deferred 
savings  as  well  as 
death  benefits. 

Says  Jerry  S.  Ro- 
senbloom,  head  of  the 
insurance  department 
at  the  University  of 
Pennsylvania's  Whar- 
ton School:  "We  have 
too  many  companies 
out  there  to  be  effi- 
cient." The  2,627  U.S. 
life  insurers,  down 
from  2,844  in  1986,  will 
shrink  to  about  1,300  at 
decade's  end,  predicts 
Robert  A.rvanitis,  a  se- 
nior \  ice-president  at 


1990  is  by  Hicks,  Muse  &  Co.,  the  Dallas 
investment  firm,  which  bought  seven  in- 
surance units  from  ailing  ICH  Corp.  for  a 
total  of  $530  million  on  Mar.  30. 

American  General's  example  disproves 
the  conventional  wisdom  that  hostile 
takeovers  of  insurers  are  virtually  im- 
possible because  of  regulatory  hurdles. 
It  tried  to  thwart  Torchmark  before  reg- 
ulatory bodies  in  10  states — and  failed. 
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Most  insurance  buyouts,  though, 
of  such  small  fry  as  F.  W.  "Ted" 
zenby's  Southlife  Holding  Co.  When 
zenby  started  Nashville's  Southlife 
1983,  he  dreamed  of  building  "a  g( 
midsize  life  insurance  company"  sp 
ning  Dixie.  Unfortunately  for  Southl 
his  debt-burdened  enterprise  lacked 
capital  to  spread  beyond  the  Atlai 
coastal  states  of  the  South.  Last  1 
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UFE  INSURANCE  MERGERS 
AND  ACQUISITIONS 


CHAIRMAN  HICKS:  HIS  HICKS  MUSE  BOUGHT  SEVEN  UNITS  OF  ICH  FOR  $530  MILLION 


'80  '81  '82  '83  '84  '85  '86  '87  ': 
▲  NUM8ER  OF  DEALS 

■COMPANIES  IN  RUSSEU.  3000 INDI 
"AM  BEST  LIFE  INSURANCE  STOCK  INDI 
DATA:  IDD  INFORMATION  SERVICES,  BW 
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Connin>>  &  Co.,  a  Hartford  consulting 
firm.  The  result:  Large  insurers  will  con- 
trol morf  assets  and  wield  even  more 
lancial  marketplaces. 
STEAM.  Acquisitions  are  ac- 
1980,  just  three  life  deals 
'.■•fijiing  a  mere  $249  million 
i989,  the  pace  was  up  to  36 
■  ■2.f-;  billion  overall  (chart). 
■  :.-i;Mnce  buyout  so  far  in 


power  1!:  !i 
GATHER!^?? 

celerati!;:. 
took  pla  - 
in price, 
deals,  wc  ■ 
The  bigges 


Hurt  by  poor  stock  performance,  Ameri- 
can General  succeeded  in  keeping  Torch- 
mark's  nominees  off  its  board.  But 
American  General's  G0%  proxy  vote  was 
so  anemic — management  usually  wins 
overwhelmingly — that  it  gave  in  to 
Torchmark 's  pressure  to  sell  the  compa- 
ny. An  acquisition  of  American  General, 
which  could  fetch  $7  billion,  would  be 
the  biggest  U.  S.  deal  so  far  this  year. 


Lazenby  sold  Southlife,  with  assets 
$300  million,  for  $160  million  to  ex] 
sion-minded,  $15  billion  Capital  Hole 
Corp.  Says  Lazenby,  who  remains  c 
executive  of  Louisville-based  Cap 
Holding's  new  subsidiary:  "We  nee 
them  to  relieve  us  of  our  debt  load.' 

At  first  blush,  it's  hard  to  see 
attraction  of  life  insurance  acquisiti' 
The  industry's  9.8%  return  on  eq 
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behind  Corporate  America's  16.7%' 
s  almost  as  bad  as  property-casual- 
surance,  which  was  wounded  in  the 
1980s  by  rate-cutting  wars.  Life  in- 
ice's  problem  is  that  it  grew  fat  and 
y  for  decades  by  depending  upon 
raditional  whole-life  policy,  with  its 
spread  between  premium  income 
the  lower  interest  paid  on  policies, 
interest  rate  surge  of  the  early 
;  brought  a  spine-jolting  end  to  that 
state.  Life  insurers  must  now  offer 
letitive  returns  on  a  wider  range  of 
acts,  including  annuities,  guaran- 
investment  contracts,  and  universal 
a  policy  that  earns  money-market 
.  All  this  has  cut  profits. 
►Y  PASSAGE.  The  industry's  new 
/inian  environment  leaves  many 
1  insurers  unable  to  cope — which  fa- 
big-time  acquirers  that  use  in- 
ed  volume  to  bring  down  unit  costs, 
^ou  don't  have  sophisticated  data 
;ssing  and  investment  management, 
von't  be  competitive,"  says  Thomas 
icks,  chairman  of  Hicks  Muse, 
quirers  know  that  the  life  insurance 
itry  can  still  be  quite  lucrative  if 
Lged  right.  Capital  Holding,  which 
its  size  to  good  advantage  by  cap- 
g  niche  markets  such  as  veterans, 
;d  17.7%  on  equity  last  year.  And 
te  a  bumpy  passage  through  the 
i,  life  insurance  is  recession-proof: 
rage,  like  food,  is  a  commodity  peo- 
ilways  need.  An  aging  population 
Id  bring  even  greater  demand.  Cor- 
;e  buyers  have  another  incentive: 
ng  control  of  billions  in  investable 
al.  Hicks  Muse  and  its  investment 
lers  put  up  only  $115  million  in  equi- 
)r  the  privilege  of  swallowing  the 
mits'  asset  trove  of  $2.2  billion, 
acquirers,  now  is  the  time  to  shop 
fe  companies.  Texas  oil  heiress  Car- 
Hunt's  Rosewood  Financial  Inc. 
it  is  thinking  about  a  takeover  bid 
imping  First  Executive  Corp.,  bur- 
i  with  a  huge  junk-bond  portfolio, 
the  many  small  companies  in  the 
,  which  make  up  50%  of  the  world 
ranee  market,  are  drawing  bids 
foreign  giants.  Britain's  huge  Roy- 
surance  PLC,  for  instance,  last  year 
ht  Maccabees  Mutual  Life  Insur- 
Co.  in  Southfield,  Mich.,  for  $110 
)n.  Distress  sales  by  insurers'  par- 
ompanies  are  providing  good  oppor- 
ies,  too.  Lomas  Financial  Corp.,  un- 
>ankruptcy  protection,  is  seeking  to 
its  life  subsidiary, 
day's  big  acquirers  feel  cocky.  Life 
:s  are  selling  at  the  lowest  price- 
ings  ratios  in  years,  which  means 
(lase  prices  are  relatively  low.  Be- 
e  of  its  complicated  accounting 
,  many  investors  don't  understand 
•ance.  That  provides  a  bountiful 
ing  ground  for  those  who  do. 

By  Larry  Light  in  New  York 


THE  MOST  TEMPTING  TARGETS 
IN  LIFE  INSURANCE 


After  American  General  Corp., 
who  will  be  the  next  life  insurer 
with  a  for-sale  sign  out  front? 
The  Wall  Street  rumor  mill  is  spewing 
out  names  of  companies  that  may  soon 
fall  to  others — because  of  sub-par 
earnings,  aging  ownership,  or  finan- 
cially strapped  corporate  parents. 

The  most  important  factors  are  price 
and  performance  (table).  Several  com- 
panies look  cheap,  with  their  stock  sell- 
ing well  below  or  at  a  modest  premium 
to  book  value.  American  General,  the 
prototype  these  days,  was  selling  at 
84%>  of  book  shortly  before  Torchmark 
Corp.  began  pursuing  it.  And  lagging 
profitability  leaves  a  target  with  less 
to  offer  its  investors. 
DEEPER  POCKETS.  One  Company  that 
analysts  consider  a  good  takeover  pos- 
sibility is  USLife  Corp.,  whose  stock 
sells  at  65%  of 
book  value  and 
whose  earnings 
growth  has  been 
sluggish  in  re- 
cent years.  This 
reflects  slow  re- 
turns from  its 
big  batch  of  uni- 
versal life  poli- 
cies, the  high 
cost  of  centraliz- 
ing operations, 
and  poor  results 
from  its  savings 
and  loan  subsid- 
iary, which  has 
been  sold.  CEO 
Gordon  E.  Cros- 
by Jr.  is  trying 
to  boost  earn- 
ings per  share 
through  a  pro- 
gram of  buying 
back  stock. 

Takeover  ru- 
mors are  also 
swirling  around 
Presidential  Life 
Corp.  in  Nyack, 
N.Y.,  although 


a  growth  industry  as  the  nation  ages. 
Company  stock,  now  selling  for  $7  a 
share,  was  one  of  the  fastest-growing 
in  the  1980s. 

STAGGERING  LOAD.  The  tastiest  pick- 
ings for  acquirers  could  be  insurance 
subsidiaries  of  the  financially  wound- 
ed. Harcourt  Brace  Jovanovich  Inc., 
staggering  under  the  debt  load  it  took 
on  to  repel  raider  Robert  Maxwell  in 
1987,  has  embraced  asset  sales.  Unfor- 
tunately for  the  Orlando  textbook  pub- 
lisher, its  desperate  situation  doesn't 
make  for  good  bargaining  leverage: 
Harcourt  sold  six  theme  parks  last 
year  for  $1.1  billion,  far  less  than  ana- 
lysts said  they  were  worth.  According 
to  Ivan  Obolensky,  senior  vice-presi- 
dent at  Josephthal  &  Co.,  an  invest- 
ment firm,  Harcourt's  three  insurance 
units  would  fetch  $275  million  at 


INSURANCE  COMPANIES 
THATIOOK  VULNERABIE 


As  acquisitions  pick  up,  the  companies  most  susceptible  are  those  showing 
slow  earnings  growth  or  poor  stock  performance.  Life  insurers  listed  here, 
culled  from  the  publicly  traded  companies  with  large  market  capitaliza- 
tions, have  shown  earnings  per  share  (EPS)  growth  of  less  than  one-third 
the  industry's  over  the  last  five  years 

Average  5-year        Assets  Stock  performance* 

EPS  growth 


Millions  12-mo. 
%  change 


P-E**     Price  as 
%  of  book 


LIFE  INSURANCE  COMPOSITE 

26% 

-2% 

10.1 

JirFERSON-PIIOT 

8 

4,529 

11 

10.6 

0.98% 

KANSAS  CITY 

7 

1,878 

1 

10.4 

0.80 

UNITED  COMPANIES  FINANCIAL 

5 

1,198 

-24 

NA 

0.77 

AMERICAN  HERITAGE 

4 

611 

13 

10.1 

1.21 

AMERICAN  GENERAL 

3 

32,062 

36 

13.6 

1.30 

USLIFE 

3 

4,336 

-15 

8.1 

0.65 

USLICO 

-2 

2,480 

-8 

7.5 

0.75 

INDEPENDENT 

-6 

1,350 

22 

NA 

0.85 

AMERICAN  NATIONAL 

-10 

4,516 

-3 

10.2 

0.59 

MONARCH  CAPITAL 

-18 

6,122 

-62 

8.5 

0.34 

*As  of  May  4,  1990              NA  =  Not  ovciloble              **Bosed  on  estimated  1990  earnings 
DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC.. 
BRIDGE  INFORAAATION  SYSTEMS  INC  ,  ZACH  S  INVESTMENT  RESEARCH,  INC. 

it  is  a  strong  performer.  The  company 
is  S0%  controlled  by  founder  and  CEO 
Herbert  Kurz,  70.  "At  his  age,  with  no 
kids  involved  in  the  business,  he'll  have 
interested  buyers,"  says  James  Ra- 
menda,  a  managing  director  of  North- 
ington  Partners,  an  Avon  (Conn.)  insur- 
ance research  firm.  A  Presidential 
spokesman  says  Kurz  is  going  strong 
and  has  no  plans  to  retire.  Presidential 
enjoys  a  healthy  business  in  annuities. 


most — hardly  enough  to  make  a  signif- 
icant dent  in  the  $1.6  billion  debt. 

Harcourt,  USLife,  and  Presidential  all 
insist  they  are  not  interested  in  selling. 
Fair  enough.  But  just  remember  Amer- 
ican General's  fiery  rhetoric  about  the 
virtues  of  independence,  which  equaled 
Patrick  Henry's — right  up  until  the 
moment  the  insurer  put  itself  on  the 
auction  block. 

By  Larry  Light  in  New  York 
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SAVINGS  &  LOANS  I 


LIGHTING  A  FIRE 

UNDER  THE  THRIFT  FIRE  SALE 


The  RTC  is  taking  steps  to  start  moving  those  S&Ls  faster 


t: 

■  \ 


|he  Resolution  Trust  Corp.  is  hardly 
the  success  story  that  Congress 
had  hoped  for  when  it  created  the 
agency  last  August.  The  agency  has  sold 
only  one-fifth  of  the  400  insolvent  sav- 
ings and  loan  associations  taken  over  by 
the  government,  and  a  small  fraction  of 
the  $184  billion  in  assets  the  RTC  con- 
trols. With  cost  estimates  for  the  thrift- 
industry  cleanup  rising  to  nearly  $500 
billion,  it's  reasonable  to  won- 
der whether  the  agency  will 
ever  master  its  task. 

Now,  the  RTC  is  trying  to 
pick  up  the  pace  of  thrift  and 
asset  sales  by  slashing  prices 
and  figuring  out  a  way  to  re- 
package loans  and  securities 
to  attract  buyers.  Officials 
hope  that  unloading  assets 
will  curb  the  escalating  cost 
of  the  cleanup,  which  could 
become  a  political  time  bomb. 
But  the  new  plans  may  not 
speed  up  the  process  much, 
since  many  of  the  govern- 
ment's assets  represent  the 
bottom  of  the  barrel  in  the 
real  estate,  junk-bond,  and 
mortgage  markets. 

The  faster  pace  was  set  by 
RTC  Chairman  L.  William  Seid- 
man.  But  Seidman,  who  vows 
to  sell  or  liquidate  141  thrifts 
by  the  end  of  June,  won't  be 
in  office  for  long  after  that. 
His  independence  and  candor 
about  the  S&L  rescue's  prob- 
lems prompted  the  White 
House  to  push  him  out.  Presi- 
dent Bush's  handpicked  re- 
placement is  William  Taylor,  a 
banking  regulator  at  the  Fed- 
eral Reserve  Board  known  for 
his  no-nonsense  style.  But 
Taylor  is  expected  to  follow 
Seidman's  plan  in  the  hope  of 
making  a  sizable  dent  in  the 
the  mouotjiin  of  assets  the 
RTC  has  seized  from  failed 
thrift. 

The  -'irst  step  is  an  effort  to 
sell  the  airency's  vast  real  es- 
tate holdings  by  offering  deep 
discount;;  U;  buyers.  The  RTC 
has  had  i  'v.  ta,kers  for  its 
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vast  holdings  of  such  unappealing  real 
estate  as  desert  land  in  Arizona  and 
empty  office  buildings  in  Denver.  Buy- 
ers have  been  scared  off  by  a  rule  that 
bars  sales  at  less  than  95?f  of  appraised 
value.  Under  the  new  rules,  the  RTC  ap- 
proved a  policy  that  lowers  the  price  of  a 
property  by  15%  if  it  doesn't  sell  within 
six  months  and  by  5%  more  if  it  doesn't 
move  in  three  more  months.  The  agency 
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A  PROGRESS  REPORT 
ON  THE  THRIFT  BAILOUT 


Description 

MORTGAGE  LOANS  for  townhouses,  mobile 
homes,  apartment  buildings,  and  office  towers 

Sales*  Assets** 
Billions  of  dollars 

$13.7  $91.6 

OTHER  LOANS  for  restaurants,  land  develop- 
ment, construction 

3.5 

15.4 

SECURITIES,  such  as  mortgage-backed  securi- 
ties, junk  bonds,  and  stock 

22.1 

46.8 

REAL  ESTATE,  including  marinas,  ranches, 
shopping  malls,  luxury  hotels,  and  desert  land 

2.4 

16.4 

OTHER  ASSETS,  such  as  furniture,  artwork, 
and  on  antique  saddle  collection 

1.6 

13.5 

INTEREST  PAYMENTS  from  good  loans 

0.1 

TOTAL 

*  Money  collected  from  Aug.  1989  to  March,  1990 

DATA;  RESOLUTION  TRUST  CORP. 

$43.4  $183.7 

**  As  of  February  1990 

insi 


also  plans  an  auction  on  Sept.  1  of  up 
$250  million  in  large  commercial  prop 
ties. 

Bulk  sales  are  also  planned.  At 
end  of  May,  the  RTC  board  is  expected 
approve  plans  to  sell  a  big  chunk  of 
government's  S&L  holdings  by  bundl^JioM 
them  together.  The  RTC  eventually  is 
pected  to  take  control  of  as  much 
$600  billion  in  assets,  and  bulk  packaj  i»8 
may  be  the  most  efficient  way  to  m(  kp. 
the  product.  The  RTC  even  plans  to 
up  a  marketing  staff  headquarteredlnw 
Washington  that  would  target  invest 
interested  in  buying  such  big  parcel; 
MIXED  BAGS.  The  RTC  also  may  offer  f 
tial  financing  to  investors  who  want  if  k 
buy  billion-dollar  packages  of  asset  mg 
including  commercial  loans,  buildirJfeL 
and  raw  land.  Venture-capital  gro 
want  to  buy  these  mixed  bags  to  re 
to  institutional  investors.  "We've  tal 
to  a  thousand  people, 
there  doesn't  seem  to 
much  of  an  alternative,"  s 
RTC  Executive  Director  Da 
C.  Cooke. 

With  the  largest  chunk 
the  RTC's  assets  in  mortgai 
the  task  of  creating  securi 
out  of  individual  mortgage 
top  priority.  Regional  RTC 
fices  are  devising  a  variety  j^yf 
marketing  plans  for  m 
gages,  which  could  be 
nationwide  if  they  prove 
cessful.  The  Atlanta  reg^M 
for  example,   plans  to 
about  $10  billion  in  resideifBi.  Jo 
mortgages  from  the  19 
est  defunct  SifeLs  in  the 
by  packaging  the  mortga 
into  pools.  In  June,  it  will 
fer  three  portfolios,  ran^ 
in  size  from  $60  million 
$400  million. 

A  similar  process  may 
the  RTC  sell  the  $8  billioi 
junk  bonds  it's  expected  tc 
quire  when  it  takes  over  h 
flying  thrifts.  Led  by  Fini 
Director  Elisabeth  N.  Spec 
a  Harvard  University 
and  a  former  director  in 
public  finance  departmenljjti, 
Merrill  Lynch  &  Co 
agency  is  in  the  process 
selecting  an  investment  l 
to  advise  it  on  pooling  t. 
securities   into  collatera 
bond  obligations  for  ins 
tional  investors.  "We 


lutely  must  take  a  ser 
look  at  it,"  she  says. 

The  RTC's  giant  portfol 
ailing  companies'  secur 
also  could  be  attractive 
"workout"  specialists.  T 
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stors  buy  a  large  enough  stake  to 
on  a  creditors'  committee  and  over- 
a  bankrupt  company's  turnaround. 
1  already  are  eyeing  some  potential 
bases.  Miami-based  CenTrust  Feder- 
avings  Bank,  for  example,  which 
taken  over  by  the  RTC  in  February, 
$39  million  of  Integrated  Resources 
bonds,  which  landed  it  a  seat  on  the 
itors'  committee.  Analysts  believe 
the  RTC  also  may  accumulate  large 
igh  chunks  of  Southland,  Univision 
lings,  and  Allied-Federated  to  get  on 
itors'  committees. 

EY  BUYERS.  Despite  concerns  earlier 
year  that  the  sale  of  RTC's  real  es- 
assets  would  depress  regional  mar- 
,  realtors  say  they  are  relieved, 
■e  is  a  chance  it  will  remove  the 
hang  that  has  been  weighing  on  the 
cet.  Moreover,  "deep  discounting 
be  nothing  more  than  bringing  it  to 
narket  level  it  should  be,"  says  Lew- 


Some  experts  worry  that 
even  price  cuts  and  pooling 
assets  won't  move  the  real 
dogs  in  the  RTC's  portfolio 


is  M.  Goodkin,  president  of  Goodkin  Re- 
search Corp.,  a  research  firm  based  in 
Lauderdale-by-the-Sea,  Fla.  In  Texas, 
the  new  policy  won't  have  an  impact  on 
the  prime  real  estate  market  because  the 
few  good  properties  the  RTC  owns  are 
already  attracting  serious  bidders,  says 
David  Gleeson,  president  of  Lincoln  As- 
set Management  Co. 

Some  experts,  however,  worry  that 
even  price  cuts  and  pooling  assets  won't 
move  the  real  dogs  in  the  RTC's  portfolio. 
And  even  when  prices  for  the  unattrac- 


tive condos,  single-family  homes,  and 
raw  land  are  marked  down,  the  real 
problem  remains  finding  buyers.  "The 
carrying  costs  of  nonperforming  real  es- 
tate just  aren't  inviting,"  says  Gleeson. 
As  for  mortgages,  since  a  large  percent- 
age of  the  RTC's  holdings  are  in  default, 
securitizing  won't  be  easy.  A  similar 
problem  faces  RTC's  junk.  Only  about 
one  half  is  readily  marketable. 

Even  after  these  stern  measures,  how 
fast  the  bailout  will  get  rolling  is  still 
a  question.  Buyers  have  been  cagey, 
waiting  for  the  government  to  slash 
its  prices.  They  may  come  in  now,  espe- 
cially if  the  RTC  demonstrates  a  measure 
of  business  savvy  that  so  far  has  been 
rare  in  Washington.  Otherwise,  sweeten- 
ing the  offers  may  well  wind  up  raising 
the  cost  of  the  crisis. 

By  Catherine  Yang  in  Washington, 
with  Chuck  Hawkins  in  Atlanta,  and 
bureau  reports 


CETS  &  INVESTMENTS  I 


S  THE  NIKKEI  SKIDS, 
SPAN'S  OTC  MARKET  SOARS 


ney  from  all  over  is  pouring  into  the  nation's  littlest  exchange 


iternational  Television  Films  Inc.,  an 
bscure  Japanese  made-for-TV  movie 
iroducer,  posted  a  $1.4  million  deficit 
)89  and  expects  even  worse  results 
)90.  So  you'd  think  its  stock  would 
imong  the  biggest  losers  in  this 
•'s  20%  Tokyo  Stock  Exchange 
ge,  right?  No  way. 
ny  ITF  trades  on  the  over-the-counter 
<et,  where  traders  are  still  behaving 
■  Japanese  interest  rates  had  never 
ed  and  the  yen  and  blue-chip  stocks 
never  collapsed.  ITF  shares  have  ad- 
;ed  14%  this  year,  to  a  record  $5.06, 

with  scores  of  other  small  issues 
g  even  better,  the  Nikkei  over-the- 
iter  average  is  up  23%'  since  Janu- 

"This  market's  high-growth  period 
ist  starting,"  cheers  Kojiro  Watan- 

president  of  the  Tokyo  Investment 
rmation  Center,  a  money  manager. 
REBOUND.  After  the  carnage  on  the 
1^0  Stock  Exchange,  not  everyone  is 
.anguine.  Indeed,  when  the  Tokyo 
k  Exchange  hit  the  skids  in  March, 
OTC  dropped  10%.  But  OTC  prices 
kly  came  back  (chart),  leaving  the 
JO  exchange  treading  water.  The 

market's  strength  has  enabled 
es  of  small  companies  to  raise  near- 
1  billion  this  year,  while  bigger  ones 
he  major  exchanges  have  gone  beg- 
;.  An  increasing  portion  of  that  cash 
)ming  from  overseas.  In  March,  for 


example,  Nomura  Securities  Co.'s  U.  S. 
arm  launched  the  $100  million  Japan  OTC 
Equity  Fund  Inc.  on  the  New  York 
Stock  Exchange.  The  fund's  shares  have 
already  climbed  35%,  to  $16. 

The  influx  of  money  is  giving  the  OTC 
a  reputation  as  the  window  on  Japan's 
hottest-growing  industries.  Several  of 
the  OTC's  279  companies  specialize  in  hy- 
giene, food  service,  and 
technology.  The  largest 
OTC  issue,  Heiwa  Corp., 
with  a  value  of  nearly  $8 
billion — twice  that  of 
Chrysler  Corp. — is  the 
No.  1.  maker  of  the  game 
machines  that  fill  Japan's 
gaudy  pachinko  parlors. 

Still,  OTC  trading  vol- 
ume is  so  meager  that  a 
quarter  of  the  listed  is- 
sues don't  even  change 
hands  most  days.  The 
lack  of  sellers  has  result- 
ed in  some  spectacular 
price  moves.  Take  Japan  Associated  Fi- 
nance Co.,  a  Nomura  affiliate  that  in- 
vests in  emerging  companies.  Many  in- 
vestors see  JAFCO  as  a  proxy  for  the 
entire  OTC.  Since  the  beginning  of  1989, 
its  stock  has  soared  390%,  giving  it  a 
staggering  price-earnings  ratio  of  260. 
Then  there's  software  producer  ASCII 
Corp.  Its  shares  have  shot  up  280%'  since 


SMALL  JAPANESE  STOCKS 
PACK  A  BIG  WALLOP 


■85      '86  '87 
A  INDEX:  1985=100 

DATA:  DRI/MiCRAW-HILL, 
JAPAN  SECURITIES  DEALERS  ASSOCIATION,  BW 


last  September,  to  $101,  making  compa- 
ny President  Kazuhiko  Nishi's  holdings 
worth  $68  million.  Such  easy  money  is 
luring  some  American  companies  to  cash 
in.  Last  June,  privately  held  Levi 
Strauss  &  Co.  sold  a  block  of  shares  in 
its  Japanese  subsidiary  for  $17  apiece. 
They  now  trade  for  $38.  And  shares  in 
the  Japanese  arm  of  Memorex  Telex 
Corp.,  a  manufacturer  of  computer 
memory  devices,  are  now  worth  $23,  up 
90%  since  they  were  issued  in  February. 
RISKY  BUSINESS.  The  robust  gains  have 
convinced  some  analysts  that  OTC  stocks 
already  are  far  too  expensive.  The  OTC's 
p-e  now  stands  at  76,  against  47  for  the 
Tokyo  Stock  Exchange's  first  section, 
where  blue  chip  stocks  are  traded.  If  the 
first  section  rebounds,  says  Research 
chief  Akira  Suzuki  of  Morgan  Stanley 
Japan  Ltd.,  there  is  "a  big  risk"  that 
"people  will  lose  interest" 
in  the  over-the-counter 
stocks. 

Lofty  OTC  prices  are  al- 
ready causing  some  in- 
vestors to  head  back  to 
the  second  sections  of  the 
Tokyo  and  Osaka  stock 
exchanges,  where  small 
issues  also  are  traded 
and  where  the  action 
hasn't  been  so  frenzied 
lately.  But  others  insist 
that  the  OTC  still  affords 
investors  the  best  chance 
of  connecting  with  the 
movers  and  shakers  of  small  business  in 
Japan.  "The  OTC  can  make  you  a  million- 
aire," says  ASCIl's  Nishi.  A  lot  of  people 
said  the  same  thing  about  the  Tokyo 
Stock  Exchange,  too,  before  prices  start- 
ed to  crumble.  But  so  far,  the  line  of 
hungry  buyers  for  Japan's  OTC  issues 
continues  to  grow. 

By  Ted  Holden  in  Tokyo 
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MARKETS  &  INVESTMENTS! 


GREENER  PASTURES 
IN  THE  JUNKYARD? 


Wall  Street  wants  equity  investors  to  buy  into  the  high-yield  bonds 


At 


ttention,  stock-market  shoppers! 
Are  you  frustrated  that  the  Dow 
Jones  industrial  average  has 
made  no  headway  since  the  beginning  of 
the  year?  That  stocks  yield  a  puny  3.3%? 
That  no  one's  trying  to  take  over  the 
companies  you  own?  Here's  a  new  prod- 
uct to  pep  up  your  portfolios.  These  se- 
curities carry  juicy,  double-digit  yields 
and  may  even  provide  capital  gains. 
What  are  they?  Junk  bonds. 

The  salesmen  from  Wall  Street's  high- 
yield  bond  departments  are  a  little  more 
subtle  than  that,  but  the  message  is  still 
the  same.  Stocks  don't  look  cheap  any- 
more; junk  bonds  do.  They're  so  cheap, 
in  fact,  that  investors  can  get  a  hefty, 
"equity-like"  return  from 
owning  them.  "We've  been 
getting  phone  calls  from 
bond  departments  we  nev- 
er heard  from  before," 
says  Eric  E.  Ryback,  a 
portfolio  manager  for  the 
Lindner  Dividend  Fund,  an 
equity  fund  that  caught  on 
to  the  game  some  time  ago 
and  now  has  about  26%  of 
its  assets  in  junk. 

With  such  big  holders  of 
junk  bonds  as  insurance 
companies  and  high-yield 
mutual  funds  unwilling  to 
buy  more  junk,  the  Wall 
Street  houses  are  looking 
for  new  investors.  Louis 
Germano,  a  managing  di- 
rector of  Morgan  Stanley 
&  Co.'s  high-yield  depart- 
ment, says  the  first  wave  of  nontradi- 
tional  junk-bond  buyers  were  mostly 
hedge  funds  (private  partnerships  for 
well-heeled  investors)  and  arbitrageurs. 
A  few  mutual  funds  that  have  a  wide 
berth  in  choosing  investments  have  also 
joined  in.  Fidelity  Investments'  Magellan 
and  Capital  Appreciation  funds,  for  ex- 
ample, both  hold  junk  bonds,  though  the 
amount  is  less  than  1%  of  assets. 
EQUITY  SUBSTITUTE?  But  now,  the  Street 
is  trying  to  enlist  the  more  mainstream 
equity  investors  to  channel  some  of  their 
billions  into  junk  bonds.  Donaldson,  Luf- 
kin  &  Jenrette  Inc.  recently  packed  a 
hotel  ballroom  with  its  institutional  cli- 
ents for  a  day-long  program  called  "A 


New  Frontier  for  Equity  Investors." 
Garrett  Moran,  managing  director  of 
DU's  high-yield  department,  says  large 
money  managers  are  assigning  equity 
analysts  to  study  the  high-yield  market, 
but  there  hasn't  yet  been  a  surge  of 
buying  from  the  stock  set. 

Even  if  stock  buyers  want  to  invest  in 
junk  bonds,  it's  not  so  easy.  "Balanced 
accounts"  mix  stocks  and  bonds,  but 
they  usually  demand  investment-grade 
bonds.  "We  can  buy  Kroger  stock  for  a 
balanced  account,  but  we  can't  buy 
Kroger  junk  bonds,"  says  Mark  Arnold, 
chief  operating  officer  at  BEA  Asso- 
ciates. "It  doesn't  make  sense."  To 
change  such  a  policy,  fund  managers 


CAN  YOU  BEAT  THESE  YIELDS? 


Company 

Coupon 

Maturity 

Price 

Yield  to 
maturity 

DR  PEPPfR/SEVEN-UP 

15.5%* 

5/15/98 

31V4 

30.0% 

HARCOURT  BRACE  JOVANOVICH 

14.25 

11/15/04 

54  V2 

26.8 

PA  HOLDINGS 

13.75 

7/15/99 

82 

17.8 

TW  FOOD  SERVICES 

17.0* 

11/1/01 

46  V2 

17.5 

SEVEN-UP 

12.625 

5/15/97 

83y2 

16.7 

STORER  COMMUNICATIONS 

15.0 

12/15/97 

1003/4 

14.8 

JOY  TECHNOLOGIES 

13.75 

7/15/99 

96  V2 

14.5 

OWENS-ILLINOIS 

13.45 

4/1/97 

95  V2 

14.5 

HEALTHTRUSr 

16.5* 

12/01/99 

87 

14.4 

MUSICLAND 

13.75 

8/15/98 

103 

13.0 

'Deferred  interest  zero-coupon  bonds.  Cosh  payments  start  10/ 1  /92  for  Dr  Pepper/Seven-Up 
12/ 1  /92  for  Healthtrust,  and  1 1  / 1  /94  for  TW  Food  Services. 

DATA:  DONALDSON  LUFKIN  JENRETTE  SECURITIES 


group  that  sometimes  uses  junk  bom 
in  equity  portfolios.  Daniel  S.  Baldwin, 
managing  director  at  Chancellor  Capit 
Management,  says  a  diversified  portfol 
can  show  total  returns  of  18%  to  24 
with  just  a  small  improvement  in  jun 
bond  prices. 
HOMEWORK.  But  some  say  the  jur 
prices  don't  even  have  to  go  up  for  the 
to  offer  returns  that  can  outpace  eqi 
ties.  Robert  Ostrowski,  a  portfolio  ma 
ager  at  Federated  Investment  Counst 
ing,  cites  an  issue  of  senior  subordinat 
debentures  of  Dr  Pepper/Seven-Up  Cc 
as  an  example.  The  bond  carries 
13.25%  coupon  and  matures  in  2001. 
the  recent  price  of  891/4  ($892.50  for  e 
ery  $1,000  of  face  value),  the  yield 
maturity  is  15.25%.  Say  you  have 
three-year  investment  horizon.  Witho 
an  improvement  in  the  market,  the  boi 
would  still  yield  15.25%  a  year.  If  y 
invested  in  Coca-Cola  Co.  common,  wll 
its  2%  yield,  the  share  price  would  haj 
to  climb  from  today's  80  to  113  to  equi 
Dr  Pepper's  return.  That's  not  impos 
ble,  but  remember  that  Coke  has  alrea^ 
doubled  over  the  past  two  years. 
Or  compare  the  junk  issued  by  a  co 
pany  with  its  publicly  h 
stock.  Take  Time  Warnf 
Inc.  Greg  Melvin,  portfo. 
manager  of  the  Federats 
Growth  Trust,  says  the 
ries  D  payment-in-kind  pi- 
ferred  stock,  which  is  rir 
ed  B-plus,  has  been  t« 
better  investment.  Sini 
December,  the  commt 
has  lost  28%  of  its  valif 
The  preferred  is  off  5, 
Why?  For  starters,  t; 
common  yields  only  1.1 
The  preferred,  at  41 
yields  13.2%.  And  since  t 
preferred  ranks  above  t 
common  in  the  compan; 
capital  structure,  says  M 
vin,  if  the  preferred  floi 
ders,  the  common  will  fi 


have  to  win  the  go-ahead  from  a  pension 
plan's  investment-policy  committee. 

Many  managers  of  equity  mutual 
funds  are  also  junk-shy  for  fear  that 
fund  investors  will  redeem  their  shares. 
"The  more  innovative  managers  will  buy 
junk,"  says  Don  Phillips,  editor  of  Mutu- 
al Fund  Values,  "but  where  the  mar- 
keting people  hold  sway,  forget  it." 

Wall  Street  is  making  a  good  case  for 
junk  as  a  substitute  for  equity.  The  long- 
term  return  from  stocks  is  10.2%,  yet  the 
yield  on  B-rated  bonds  is  about  16.5%. 
"With  that  kind  of  yield,  not  every  situa- 
tion has  to  work  out  right,"  says  Thom- 
as Madden,  a  senior  vice-president  at 
Federated  Research,  a  mutual  fund 


even  worse. 
Like  equity  investors,  junk  buyers 
cus  on  a  company's  business  and 
nances.  "If  you've  done  your  homewo: 
there's  nothing  wrong  with  using  a  j 
bond  in  an  equity  portfolio,"  says  La: 
Walker  of  Mercer  Asset  Planning,  wh 
advises  pension  funds  on  investment! 

When  the  junk-bond  market  was 
ing  high,  critics  complained  that 
bonds  were  more  like  equity — the  abilj 
to  pay  was  somewhat  in  question.  W 
Street  scoffed,  insisting  junk  bonds  w(j 
simply  high-yield  debt.  Today,  much 
the  high-yield  market  is  in  disarray.  A 
ironically,  "junk  is  equity"  is  now  i3 
slogan  in  the  drive  to  find  new  investc . 
By  Jeffrey  M.  Ladei-rnan  in  Neiv  }n' 
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The  company  that  brought  you 
he  first  soft  landing  on  the  moon 
low  brings  you  soft  landings 
I  little  closer  to  home. 


When  the  Eagle  landed 
1  the  Sea  of  Tranquility,  a 
^RW  engine  set  it  down 
ently.  Now  TRW  is  creat- 
ig  soft  landings  on  earth. 
)ur  air  bags  are  factory 


equipment  on  millions  of 
cars.  Not  cjuite  the  stuff  of 
moon  landings,  perhaps, 
but  consider  the  technology 
involved. 

An  air  bag  system  must 
recognize  a  crash,  decide 
what  to  do,  inflate  the  bag, 
and  deflate  — all  in  less  than 
a  second.  And  this  system 
has  to  be  as  reliable  for  you 
as  the  one  we  made  for 
America's  astronauts. 


In  a  head-on  crash,  you 
can't  have  better  protection 
than  an  air  bag  and  seatbelt. 
The  government  estimates 
that  using  both  can  reduce 
your  chance  of  serious  injury 
by  half.  By  the  end  of  this 
century,  most  cars  will  have 
both.  And  that,  too,  will  be  a 
giant  leap  for  mankind. 

One  smart  company. 
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Commentary/by  Michele  Galen 


INSIDER  TRADING:  TO  SQUEICH  IT,  FIRST  DEFINE  IT 


Insider  trading  these  days  is  a  lot 
like  pornography:  Even  though  it's 
not  clearly  defined,  prosecutors  in- 
sist they  know  it  when  they  see  it. 
Congress  gives  prosecutors  wide  lati- 
tude by  refusing  to  embrace  a  defini- 
tion of  insider  trading.  The  idea  is  that 
a  vague  law  covers  more  abuses  and 
stops  clever  lawyers  from  exploiting 
loopholes.  Twice  in  the  past  decade, 
lawmakers  have  tiptoed  closer  to  im- 
plementing clearer  ground  rules  for  in- 
sider trading — only  to  back  off.  But 
that  didn't  keep  them  from  authorizing 
stern  punishment  for  those  who  run 
afoul  of  their  imprecise  proscriptions. 

Now,  a  May  2  ruling  by  a  federal 
appeals  court  highlights  the 
shortsightedness  of  such  im- 
precision. After  years  of  rub- 
ber-stamping creative  theo- 
ries of  insider  trading,  the 
influential  U.  S.  Court  of  Ap- 
peals for  the  Second  Circuit 
in  New  York  said  it  would 
stretch  the  laws  no  further. 
It  threw  out  the  year-old  con- 
viction of  Robert  Chestman, 
43,  a  former  Gruntal  &  Co. 
broker,  who  since  last  June 
has  been  in  jail.  The  case 
demonstrates  why  Congress 
should  make  clear  who  should 
be  prosecuted  for  insider 
trading. 

On  Nov.  26,  1986,  a  client, 
Keith  Loeb,  allegedly  told 
Chestman  that  grocery-chain 
Waldbaum  Inc.  was  being 
sold  at  a  premium.  Chestman 
bought  11,000  shares  before 
its  sale  to  the  Great  Atlantic 
&  Pacific  Tea  Co.  was  announced. 

The  government  argues  that  Chest- 
man should  have  known  the  tip  was 
illegal  because  Loeb's  wife  was  the 
niece  of  president  and  controlling 
shareholder  Ira  Waldbaum.  Chestman, 
who  denied  getting  the  tip,  says  he 
bought  the  stock  based  on  market  re- 
search. A  jury  found  him  guilty  any- 
way. He  also  settled  Securities  &  Ex- 
change Commission  civil  charges, 
without  admitting  any  facts,  and  dis- 
gorged $235,125  in  profits. 
'FAMILY  GOSSIP.'  But  the  appeals  court 
found  that  key  evidence  was  missing. 
There  was  no  proof  that  Chestman 
knew  that  Loeb's  tip  breached  a  duty 
to  keep  he  information  secret.  Anoth- 


er key  point  was  Chestman's  remote 
link  in  the  information  chain:  The  al- 
leged tip  had  flowed  through  two  rela- 
tives to  Loeb  to  Chestman.  "After 
passing  through  several  family  chan- 
nels," the  judges  wrote,  "it  cannot  be 
said  that  the  information  was  confiden- 
tial to  any  degree  or  was  any  more 
than  'family  gossip.' " 

For  starters,  the  Chestman  case 
challenges  the  government's  judgment. 
With  all  the  hyperbole  of  widespread 
corruption  on  Wall  Street,  why  would 
prosecutors  chase  down  what  is,  at 
best,  a  marginal  case?  Even  then,  with 
the  law  uncertain,  why  force  a  criminal 
case?  Says  securities  lawyer  Jonathan 


Eisenberg:  "Behind  the  court's  action, 
it  was  saying,  'We're  pretty  disgusted. 
This  just  isn't  the  type  of  person  who 
should  end  up  in  jail'  " 

There  is  no  doubt  that  some  prac- 
tices are  insider  trading.  Corporate  ex- 
ecutives and  advisers  who  trade  on  se- 
cret information  about  their  companies 
should  go  to  jail.  So  should  those  they 
tip  off.  There's  also  ample  precedent 
for  prosecuting  others,  such  as  law- 
yers, printers,  and  reporters,  who  steal 
or  "misappropriate"  inside  information 
and  then  trade  on  it.  And  there  are 
uses  of  information  that  are  clearly 
legal.  The  law  does  not  apply  to  arbi- 
trageurs and  others  who  research  com- 
panies from  public  sources  or  spend 


time  gabbing  about  market  rumors 
The  problem  with  the  Chestman  cas' 
is  that  it  falls  within  what  Columbi; 
University  law  school  professor  Johi 
C.  Coffee  dubs  the  "gray  zone 
"There's  always  going  to  be  a  momen 
when  information  passes  from  beinj 
confidential  business  information  tha 
the  company  has  guarded  to  beinj 
market  gossip,"  he  says. 
DISSENT.  The  Chestman  case  also  cr( 
ates  confusion  over  regulation  goverr 
ing  tender  offers.  When  a  tender  offe 
is  in  progress,  SEC  rule  14e-3  m.akes  it 
crime  for  anyone  to  trade  while 
"mere  possession"  of  inside  inform; 
tion,  even  if  you  overhear  a  tip  at 
cocktail  party.  While  a  2-to- 
majority  agreed  to  strik 
down  Chestman's  convictio 
on  that  point,  each  of  th 
three  judges  had  his  own  n< 
tion  of  the  rule's  scope.  On 
judge  even  said  that  the  SE 
lacked  the  power  to  issue  th 
rule.  The  government  is  coi 
sidering  an  appeal. 

If  it  seems  unfair  to  imprii 
on  people  when  even  thr€ 
judges  cannot  agree  on  whi 
the  law  prohibits,  how  are  w 
to  regard  a  Congress  th; 
makes  punishment  ever  moi 
severe?  In  1984,  Congress  ai 
thorized  the  SEC  to  impose  ti 
pie  damages,  which  weren 
imposed  on  Chestman 
cause  he  negotiated  a  settl 
ment.  In  1988,  Congress  I 
prosecutors  go  after  broke 
ages,  law  firms,  and  oth( 
"controlling  persons"  that  fi 
to  take  precautions  against  illegal  tra 
ing  by  employees  and  others. 

Before  passing  the  recent  amen 
ments.  Congress  argued  over  definii 
insider  trading,  but  decided  instead 
beef  up  enforcement  in  the  wake  of  tl 
scandals  centering  on  Ivan  F.  Boesk 
What's  needed  now  is  a  more  preci 
definition.  Criminal  sanctions  shou 
apply  only  to  corporate  insiders  ai 
advisers  and  those  who  trade  on  stoli 
information.  There  will  be  ambigui 
as  inside  information  makes  its  wi 
along  the  grapevine  and  becomes  gc 
sip.  But  if  nothing  else,  Congre 
would  force  prosecutors  to  focus 
the  egregious  cases  that  undermine 
vestors'  shaken  faith  in  a  fair  mark< 
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N  E  W    F  R  0  M    FIDELITY  BROKERAGE 


Fidelity  Puts 

ThemJS^ 
In  Discount 
Brokerage. 

Fidelity  Brokerage  presents  FidelityPlus,  ^  our  newest  discount  brokerage  account 
designed  to  deliver  not  only  commission  savings-but  added  conveniences  you  don't  get 
from  most  discount  brokers. 


With  FidelityPlus,  you  enjoy  all  the  advantages  of  Fidelity  Brokerage: 


'  Up  to  76%*  savings  on  stock  and  option 
commissions 

'  Prompt,  accurate  trade  executions 

■  24-hour,  7-day,  toll-free  access  to  account 
service  representatives 

'  Investment  information  without  sales  pressure 

-  The  confidence  of  doing  business  with  Fidelity, 
a  discount  brokerage  leader 


plus 
plus 


Daily  income  on  all  cash  balances  to 
keep  your  money  working  for  you. 

Convenient  access  to  your  money  and 
extra  financial  flexibility  through  free 
checkwriting  and  a  no-fee  Visa®  debit 
card. 

J  -  A  complete  range  of  investment  choices- 
p|U^  from  the  Fidelity  family  of  mutual  funds 
as  well  as  400  other  funds,  to  stocks, 
corporate  and  municipal  bonds,  CDs,  zero-coupon 
bonds,  U.S.  Treasuries,  and  more. 


And,  of  course,  you'll  enjoy  the  benefits  of  doing  business  with  Fidelity  hwestments,  one  of  America's  leading  financial 
service  companies.  Call  today  for  your free  FidelityPlus  New  Accoimt  Kit  and  find  out  how  you  can  get  more  value 
from  a  discount  brokerage  account. 

Visit  a  Fidelity  Investor  Center  or  call  24  hours 

1-800-544-"^^"^^  ^ 


Fiaetiiy 


investments 

Brokerage  Services 


® 


*Based  on  the  maximum  commission  charged  by  a  representative  full-cost  broker  during  an  April,  1990  survey.  Minimum  commission  $56. 

Fidelity  Brokerage  Services,  Inc.,  l6l  Devonshire  Street,  Boston,  MA  021 10.  Member  NYSE,  SIPC.  '  CODE:  BW/PLU/052190 


BY  GENE  G.  MARCIAL 

HAS  MIKE  MILKEN 
ALREADY 
NAMED  NAMES? 


A number  of  important  Wall 
Street  figures  may  be  losing 
sleep  since  ex-junk-bond  king 
Mike  Milken  pleaded  guilty  on  Apr.  24 
to  six  felonies.  Sources  say  that  at 
least  two  takeover  players  and  several 
prominent  financiers— including  a  cou- 
ple of  buyout  artists— are  targets  of  a 
government  investigation.  These  big- 
gies, say  the  sources,  were  tagged  by 
Milken  when  he  negotiated  his  guilty 
plea.  In  the  bargain,  the  government 
dropped  the  rest  of  the  98  felony 
counts  it  had  lodged  against  him. 

Contrary  to  a  widely  held  view,  Mil- 
ken talked  a  lot  about  the  people  who 
were  involved  in  his  deals,  says  a  law- 
yer who  is  familiar  with  the  negotia- 
tions between  Milken  and  U.  S.  prose- 
cutors. "He  supplied  names  to 
prosecutors  as  part  of  his  deal  with  the 
government,"  he  says.  Milken  provided 
enough  "invaluable  ammunition"  for 
the  U.  S.  Attorney  and  the  Securities  & 
Exchange  Commission  to  extend  their 
investigations. 

Says  a  second  source,  an  investment 
manager  who  works  closely  with  an- 
other lawyer  familiar  with  Milken's 
plea-bargaining  agreement:  "Definite- 
ly, some  very  big  Wall  Street  personal- 
ities— names  that  most  people  would 
instantly  recognize — have  been  impli- 
cated by  Milken." 

The  source  claims  that  Milken  decid- 
ed to  plead  guilty  some  three  months 
before  the  prosecution's  Apr.  24  dead- 
line. But  just  before  the  official  an- 
nouncement of  his  guilty  plea,  Milken 
discussed  at  great  length  the  alleged 
involvement  of  others  in  the  felonies  to 
which  he  confessed. 
wiDE^siNG  CIRCLE.  Milken  is  believed  to 
have  disclosed  details  of  other  deals  to 
the  U.  S.  Attorney's  Office,  too.  And  it 
isn't  clear  whether  the  people  he 
named  were  also  involved  in  those  oth- 
er activities.  What  is  clear,  says  the 
source,  is  that  Milken  supplied  enough 
information  to  jii^^tify  federal  investiga- 
tions of  a  new  set  of  suspected  stock 
manipulators. 

The  U.S.  Attorney's  Office  said  it 
couldn't  comment  beyond  the  govern- 
ment's agreement  that  Milken's  "coop- 
eration" will  start  after  the  Oct.  1  sen- 
tencing. A  Milken  spokesman  said  he 
cannot  comment. 


MILKEN  OUTSIDE  U.S.  DISTRICT  COURT 


TASTY  MORSELS 
AT  WHITMAN 


idas  mufflers,  Progresso  pas- 
Ita  sauces,  and  Whitman  choc- 
lolates  have  one  thing  in  com- 
mon: They're  all  part  of  Whitman,  a  $4 
billion  conglomerate  that  until  a  year 
ago  was  called  IC  Industries.  Those 
units,  together  with  other  divisions,  are 
said  to  be  worth  a  lot  more  than  the 
$26  a  share  Whitman  stock  sells  for. 

Investment  manager  Mario  Gabelli, 
who  aggressively  scouts  for  companies 
with  undervalued  assets,  figures  that 
Whitman's  breakup  value  is  well  above 
$50  a  share.  He  has  accumulated  a  3% 
stake,  and  other  asset  players  have 
started  buying,  too. 

Whitman  spun  off  its  railroad  opera- 
tions last  year  and  sold  its  aerospace 
unit  in  1988  to  avert  any  takeover. 
Now,  Gabelli  believes  that  Chairman 
and  CEO  James  Cozad,  who  took  over 
after  the  sudden  death  late  last  year  of 
then-Chairman  Karl  D.  Bays,  is  in- 
clined to  sell  more  assets  to  allow 
Whitman  to  focus  on  specialty  foods. 
Among  the  divisions  Gabelli  expects 
the  company  to  sell:  Hussmann,  which 
makes  refrigeration  systems  and  envi- 
ronmental controls  for  supermarkets; 
and  Midas  International,  which  pro- 
vides auto  parts  and  services  in  2,000 
shops  worldwide. 

Gabelli  puts  the  value  of  Hussmann 
at  $595  million,  or  $5.20  a  share,  and 
Midas  at  $752  million,  or  $7  a  share. 
The  Pet  division,  which  makes  Whit- 
man chocolates  as  well  as  several  Mex- 
ican and  Italian  specialty  foods,  is 


worth  $3.4  billion,  or  about  $30  a  share 
he  figures,  with  the  Pepsi-Cola  Genert 
Bottlers  unit  worth  $1.4  billion,  o 
$11.50  a  share.  At  the  right  price,  say 
Gabelli,  the  bottling  unit  may  go,  too 
Gabelli  expects  Whitman  to  use  th 
proceeds  from  the  sale  of  assets  to  bu 
back  some  shares  and  pay  off  part  o 
the  company's  $1.6  billion  in  debt,  i 
Whitman  spokesman  said  the  compan 
intends  to  sell  Hussmann  and  other  af 
sets,  including  real  estate. 


CYCARE  HAS 
A  ROSY  GLOW 


For  a  relatively  tiny  stock,  CyCartj 
Systems  delivered  a  big  shock  t 
its  shareholders  last  winter,  drof 
ping  from  10  in  early  January  to  6V 
by  mid-February.  But  to  some  pros 
the  drop  was  an  opportunity  to  buy  ir 
That's  what  investment  pro  Bill  We 
ty  did.  The  managing  partner  at  Volpe 
Welty  in  San  Francisco  thinks  CyCar 
is  a  good  turnaround  bet.  It's  certain! 
grabbing  attention  in  the  boominj 
health  care  industry.  CyCare  provide 
computerized  information-processinj 
services  and  software  systems  to  som 
5,000  physicians,  health-maintenanc 
organizations,  hospitals,  and  othe 
medical  and  dental  practitioners. 

Since  the  big  drop,  Welty  has  accu 
mulated  nearly  5%  of  the  stock,  whicl 
has  a  book  value  of  $9  a  share  and  i 
now  trading  on  the  Big  Board  at  7% 
Welty  figures  the  stock  is  worth  twic 
that.  An  added  attraction:  The  compa 
ny  has  little  debt  and  generates  fre 
cash  flow  of  some  $1.70  a  share. 

CyCare  has  been  cutting  costs  whil 
jacking  up  revenues,  which  Welty  fig 
ures  will  grow  at  a  15^'-to-20%  annua 
pace.  Its  turnaround  started  last  yeai 
when  the  company  posted  earnings  o 
54(t  a  share — up  from  1988's  puny  9(| 
Welty  expects  earnings  to  rise  to  77(t 
share  this  year  and  to  $1.05  in  1991. 

Stephen  Handley,  an  analyst  a 
Smith  Barney,  says  that  while  turr 
arounds  are  difficult  to  predict,  "w 
believe  CyCare's  earnings  momentur 
is  solid." 

CyCare  has  been  whispered  to  be 
vulnerable  takeover  target  because  o 
the  stock's  depressed  price  and  th 
earnings  turnaround.  But  analyst 
think  CyCare  Founder  and  Chairmai 
Jim  H.  Houtz,  who  owns  16.57c  of  th 
stock,  intends  to  build  the  company  u; 
before  selling  out.  A  spokesman  say 
CyCare  is  committed  to  increasin] 
shareholder  value  by  boosting  earning 
and  buying  back  shares. 
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Whatlsnew? 


Number  one  in  a  series  from  Savin  Corporation. 


The  only  way  the  competition  can  beat  the  Savin  Prism  I  color  copien 


1 


They  certainly  can't  keep  up  with  the  speed  of  the  Prism  L 

It  turns  out  superb  full  color  copies  50%  faster  than  both  the  Xerox  1005  and  the  Canon  CLC. 
They  can't  touch  our  affordability,  either.  At  $16,995,  the  Prism  I  has  a  price  tag  about  half  the 
i\zz  of  those  other  color  copiers.  (And  it's  more  than  $40,000  cheaper  than  the  Kodak  ColorEdse.) 
Cost  per  copy?  A  fraction  of  what  our  competitors  cost. 

So  it's  all  very  simple.  If  you're  looking  for  a  color  copier  that  beats  the  competition  in  speed, 
iffordability  and  copying  cost,  call  1-800-39-COLOR,  for  your  nearest  Savin  Prism  I  sales  center.  And 
:ome  in  for  a  demonstration. 

While  you're  there,  ask  about  our  new  black  and  white 
ropiers  and  SavinFax' machines.  The  ones  our  competitors    ^^^p  ■  h  m® 

ire  having  an  equally  difficult  time  trying  to  beat.       Ask  US  what's  new« 


sai/in 


m  interested  in  leamins  more  about  the  Prism  I.  Send  to  the  Savin  Corporation,  335  Bishop  Hollow  Road,  Newtown  Square,  PA  19073. 

lame  Title  Company  Address  

ity  state  Zip  Telephone  


MZBWP0590 

Comparisons  based  on  specifications  compiled  from  manufacturers'  literature  and  industry  analysts'  publications  and  are  subject  to  change. 
Kodak  ColorEdge  is  a  trademark  of  Eastman  Kodak  Co.  Xerox'  and  1005  are  trademarks  of  Xerox  Corporation, 
anon  CLC  is  a  trademark  of  Canon  U.S.A.,  Inc.  The  Prism  I  is  a  trademark  and  SavinFax  is  a  registered  trademark  of  Savin  Corporation.  Suggested  retail  value  of  Prism  I:  $16,995. 


WHY  EVERYONE  IS  GAPING  AT 
MICROSOFT'S  WINDOWS 


Its  new  program,  designed  to  make  PCs  as  easy  to  use  as  Macs,  is  the  industry  launch  of  the  year 


ow  do  you  hype  a  product  that 
you  first  introduced  seven  years 
a^ol  In  the  software  business, 
which  thrives  on  rumors  of  hush-hush 
projects  and  unannounced  products,  you 
swear  everybody  to  secrecy — then  sit 
back  and  watch  the  growing  frenzy  as 
every  titilating  detail  leaks  out.  It's  little 
wonder,  then,  that  even  though  it  won't 
officially  arrive  until  May  22,  Microsoft's^ 
Windows  3.0  has  nearly 
everyone  who 
buys,  sells,  or  '* 
writes  software 
for  personal  com- 
puters talking 
about  little  else. 

It's  not  all  hype. 
Windows  3.0  comes 
closer  than  anything 
else  to  fulfilling  what 
IBM,  Microsoft  Corp., 
and  nearly  everyone 
else  have  been  promis- 
ing for  years:  a  PC 
that's  as  easy  to  use  as 
Apple  Computer  Inc.'s 
Macintosh.  "This  will  be 
the  most  significant  an- 
nouncement in  the  com- 
puter business  this 
year,"  says  Julian  Hor- 
wich,  executive  director 
of  the  Chicago  Associa- 
tion of  Microcomputer 
Professionals,  a  group 
of  computer  buyers. 
NEW  FACES.  Five  years 
in  development,  Win- 
dows 3.0  works  in  con- 
junctioii  with  Micro- 
soft's MS  DOS  operating 
system  to  put  a  new  face  on  the  screens 
of  IBM  I'C'ATs  and  PS/2s  and  their 
clones.  With  Windows,  commands  and 
computer  files  are  organized  into  multi- 
ple-choice lists  called  menus.  Applica- 
tions, such  as  word  processing  and 
spreadsheet  programs,  are  represented 
on  the  screen  by  "icons,"  or  small  pic- 
tures. Instead  of  ty[)ing  commands  that 
are  difficult  to  remember,  a  computer 
owner  simply  uses  a  mouse  device  to 
point  to  the  word  or  picture  representing 
the  function  desired.  Using  the  mouse. 


the  operator  can  quickly  figure  out  how 
to  open  and  close  files,  print  a  document, 
and  even  perform  calculations. 

Of  course,  Microsoft  began  promising 
this  type  of  "user-friendly"  computing  in 
1983,  when  it  introduced  the  first  version 
of  Windows.  That  program,  which  final- 
ly arrived  in  1985, 
was  quickly  sup- 
planted by  Win- 


dows 2.0.  But  Windows  still  didn't  come 
close  to  making  a  PC  into  a  Macintosh. 
Analysts  say  Microsoft  has  so  far 
shipped  fewer  than  8  million  copies  of 
these  early  versions  to  dealers  and  to 
Zenith  Data  Systems  and  other  PC  mak- 
ers that  have  included  free  copies  of  the 
software  with  some  PCs.  Microsoft 
Chairman  William  H.  Gates  III  es 
timates  that  more  than  half  of 
those  copies  are  in  use.  But  in 
dustry  analysts  say  the  num- 
ber is  more  like  30%. 
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Part  of  the  problem  with  Windows 
been  the  technology  limitations  of 
PCs  and  their  compatibles.  Because  ol(| 
PCs  were  designed  mainly  to 
numbers  and  letters  that  could  be  re; 
sented  by  simple  computer  codes,  t 
became  notoriously  slow  when  they 
to  process  graphics.  And  Windows  ne^ 
really  looked  as  good  as  Mac,  which 
created  to  work  with  graphics. 

Windows  3.0  chan^ 
all  that.  The  most 
ing  difference:  It  lod 
better.  Microsoft  has| 
designed  the  progr 
to  take  advantage 
the  high-quality 
plays  now  available 
PCs.  Instead  of  the 
ish  colors  that 

soft  programr 
chose  for  e 
versions  of 
(lows,  the  cor 
ny    has  worl 
with  professicj 
graphics  desigrj 
t(i  come  up  \l 
more  attracl| 
color  schemes, 
new  version 
uses  shading] 
give  some  sht 
on   the  screei 
'  three  dimensic 
look.  "This  is  one 
finest  pieces  of 
we've  ever  done," 
Steven  A.  Ballmeij 
Microsoft  senior  \| 
president. 

But  more  impor| 
than  the  improved  appearance. 
Gates,  are  the  underlying  technoloi 
Windows  3.0  vastly  expands  the  am 
of  computer  memory  that  MS-DOS 
grams  use.  Memory  limitations  havi 
stricted  the  size  of  MS-DOS  programs] 
made  it  impossible  for  the  operating 
tem  to  run  more  than  one 
gram  at  a  time.  With  Windows] 
MS-DOS  can  tap  a  huge  amour 
memory — billions  of  characte] 
and  keep  several  program: 
tive  at  once.  And  a  Wim 

INFORMATION  PROC 


ire  called  Dynamic  Data  Exchange, 
JE,  allows  two  programs  to  be  auto- 
:ally  linked.  So  if  numbers  are 
ged  in  a  spreadsheet,  for  example, 
will  be  automatically  updated  in  a 
;sponding  table  in  a  sales  report, 
st  in  case  those  features  aren't 
gh  to  sell  Windows  3.0,  Microsoft 
planned  an  all-out  promotional  blitz 
he  $150  program,  which  comes  with 
jrd  processing  package  and  other 
cations  including  DayBook,  a  pro- 
1  developed  by  Asymetrix,  the  com- 
run  by  Microsoft  co-founder  Paul 
Hen  (box,  page  154).  Gates  says  he'll 
d  $10  million  in  three  months  to  pro- 
Windows  3.0  with  advertising,  free 
)nstration  disks,  and  a  20-city  road 
"It's  the  most  extravagant,  exten- 
and  expensive  software  introduc- 
ever,"  he  says. 

TERFUL.'  The  ultimate  test  for  the 
/indows  combination  will  be  wheth- 
can  lure  Macintosh  buyers.  If  Win- 
1  3.0  measures  up  to  Mac,  Apple 
be  forced  to  cut  prices.  "Windows  is 
asterful  achievement,"  says  M. 
ly  Young,  chief  executive  of  Falcon 
osystems  Inc.,  which  sells  Macs  to 
i;overnment  market.  "If  Apple  con- 
is  to  ignore  it,  it  will  lose  out  on  a 
endous  opportunity."  Gates  says 
lows  will  run  well  on  an  Intel  80386- 
d  PC  with  a  color  screen,  which  costs 
lO,  and  adequately  on  one  using  the 
powerful  80286,  which  would  sell  for 
t  $3,200.  A  comparable  color  Macin- 
sells  for  about  $6,000. 
ites's  hype — including  inundating 
vare  developers  with  test  versions 
/^indows  3.0 — has  already  convinced 
industry  that  the  program  is  hot. 
vare  developers  who  shunned  early 
,ses  of  Windows  are  rushing  to 
i  programs  for  Windows  3.0.  Gates 
that  at  least  50  Windows  programs 
be  announced  on  May  22.  "It's  what 
nistomers  are  asking  for,"  concedes 
M.  Gibbons,  chairman  of  Software 
ishing  Corp.,  an  anti-Windows  hold- 
In  priming  the  market.  Gates  "has 
ed  Spassky-level  grand  master 
3,"  says  Gibbons.  Even  Lotus  Devel- 
3nt  Corp.,  the  biggest  critic  of  Win- 
>,  has  caved  in.  It  announced  on  May 
at  it  will  produce  a  Windows  3.0 
ion  of  its  1-2-3  package, 
le  hard  part  for  Microsoft  now  may 
etting  developers  to  pay  attention  to 
I,  the  operating  system  designed  by 
osoft  and  IBM  to  replace  MS-DOS. 
n  OS/2  was  introduced  in  1987,  Mi- 
jft  predicted  that  it  would  be  domi- 
by  now.  But  a  lack  of  enthusiasm 
1  software  developers  and  customers 
■  has  kept  total  OS/2  shipments  to 
)00  units  since  1988,  vs.  13  million 
lally  for  MS-DOS.  Now,  Windows  3.0 
3  MS-DOS  customers  the  ability  to  use 
;  memory  and  run  several  programs 


MEET  BILL  GATES'S  NEW 
MR.  NICE  GUY 


Often  called  brash,  and  some- 
times referred  to  as  brilliant, 
Microsoft  Corp.  founder  and 
Chairman  William  H.  Gates  III  has 
never  been  known  as  diplomatic.  Gates 
has  relied  on  his  second-in-command  to 
do  the  smooth  talking.  So  when  Micro- 
soft President  Jon  A.  Shirley  suddenly 
resigned  in  December  after  six  years 
on  the  job,  the  software  developer  set 
out  to  find  a  quiet,  low-key  executive 
to  fill  his  shoes. 

Gates  found  Michael  R. 
Hallman.  At  6  foot,  5 
inches  and  240  pounds, 
he's  built  like  a  lineback- 
er but  prefers  the  non- 
confrontational  sports  of 
cross-country  skiing  and 
biking.  And  like  Shirley, 
Hallman  is  as  calm  and 
diplomatic  as  Gates  is 
temperamental.  That's 
going  to  be  important  for 
Microsoft  as  it  launches 
Windows  3.0.  The  prod- 
uct has  caused  some  re- 
sentment among  soft- 
ware companies  that 
write  the  applications  for 
Microsoft  operating  sys- 
tems. They  accuse  Gates 
of  haranguing  them  to 
write  programs  for  Mi- 
crosoft's new  OS/2  oper- 
ating system,  then  sud- 
denly pushing  them  to 
write  for  Windows.  Gates 
says  he  told  them  to 
write  for  Windows  all 
along,  but  ill  feelings  re- 
main. Hallman's  diploma- 
cy may  help  get  the  developers  back  on 
the  OS/2  track. 

Hallman's  other  challenge  will  be  to 
survive  as  No.  2  to  the  hard-driving 
Gates.  Although  Shirley,  51,  says  he 
quit  to  travel  for  a  year  and  enjoy 
some  of  the  $50  million  or  so  he  holds 
in  Microsoft  stock,  acquaintances  fig- 
ure he's  actually  looking  for  his  own 
company  to  run.  "Shirley  has  been  liv- 
ing in  the  shadow  of  Bill  Gates  for  a 
long  time,"  notes  one  analyst. 
'PRAGMATIC  Friends  say  Hallman  is 
unlikely  to  be  overshadowed  by  Gates. 
"He  may  not  come  across  as  the  boss, 
but  he  sure  comes  across  as  the  lead- 
er," says  Orville  M.  Langdahl,  a  vice- 
president  at  Boeing  Computer  Ser- 
vices, the  $1.4  billion  computer-services 
unit  that  Hallman  ran  for  three  years. 
Hallman  spent  most  of  his  career  in 


HALLMAN:  "AGE  IS 
A  STATE  OF  MIND" 


sales  at  IBM.  "He's  not  a  flashy  sales- 
man," says  Peter  R.  Tierney,  senior 
vice-president  at  Oracle  Corp.  and  a 
former  colleague  of  Hallman's  at  IBM. 
"He's  very  bright  and  very  pragmat- 
ic." Hallman  got  turned  off  when  Big 
Blue  reorganized,  and  he  was  faced 
with  the  prospect  of  moving  his  family 
from  their  home  in  Atlanta  to  IBM 
headquarters  in  Armonk,  N.  Y.  He 
chose  Seattle  instead,  landing  at 
Boeing.  "Puget  Sound  had  far  greater 
appeal  to  me  than  West- 
chester County." 

Hallman's  Boeing  ex- 
perience, where  he  was 
responsible  for  running 
the  company's  massive 
internal  computer  system 
as  well  as  selling  services 
to  other  companies, 
pushed  him  to  the  top  of 
Gates's  short  list  of  can- 
didates. Central  to  Micro- 
soft's focus  for  the  next 
decade  is  developing  a 
strategy  to  link  networks 
of  desktop  computers 
running  Microsoft  soft- 
ware to  minicomputers 
and  mainframes.  That 
makes  Hallman's  con- 
tacts with  major  corpo- 
rate customers  and  his 
networking  experience 
quite  valuable.  And,  since 
Boeing  Computer  Ser- 
vices often  acts  as  a  sys- 
tems integrator,  Hallman 
should  be  useful  in  help- 
ing Microsoft  establish 
a  new  group  that  will 
supply  training  and  field  support  to 
integrators. 

Despite  his  years  at  giant  corpora- 
tions, Hallman  claims  he  will  fit  into 
Microsoft's  decentralized  organization. 
Boeing's  Langdahl  describes  him  as  an 
enemy  of  bureaucracy  and  says  he  flat- 
tened the  hierarchy  at  Boeing.  Rather 
than  dictating  changes,  he  likes  to  lead 
by  example,  Langdahl  says.  At  Boeing, 
for  instance,  he  took  managers  on  trips 
to  observe  companies  he  wanted  to  em- 
ulate, such  as  Hewlett-Packard  Co. 

His  age  could  set  him  apart,  though. 
At  44,  Hallman  was  one  of  the  youn- 
gest divisional  executives  at  Boeing.  At 
Microsoft,  he  will  be  one  of  the  oldest. 
"Age,"  he  shrugs,  "is  a  state  of  mind." 
After  all,  the  34-year-old  Gates  has 
never  let  age  hold  him  back. 

By  Richard  Brandt  in  Redmond,  Wash. 
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at  once.  Those  were  key  selling  points 
for  OS/2.  Meanwhile,  outside  developers 
have  put  off  OS/2  products  to  concen- 
trate on  Windows  applications.  That  ups 
the  odds  for  Unix,  the  "open"  operating 
system  used  in  workstations  and  larger 
computers  to  beat  OS/2  into  the  PC  mar- 
ket. 

Gates  is  unconcerned.  He  says  OS/2 
will  win  in  the  end,  though  he's  no  long- 


er predicting  when,  because  it  will  ulti- 
mately attract  more  application  develop- 
ment than  Unix.  He  has  announced 
software  that  makes  it  easy  to  adapt 
Windows  programs  to  run  on  OS/2  and 
says  a  new  version  of  OS/2,  due  later 
this  year,  may  run  Windows  programs 
without  alteration.  And  if  all  else  fails, 
Microsoft  still  sells  its  own  Unix  pro- 
grams. "There's  no  negative,"  says 


Gates.  "This  is  Microsoft  vs.  Micros( 
vs.  Microsoft." 

Indeed,  Wall  Street  analysts  estim 
that  shipments  of  6  million  copies 
Windows  3.0  will  generate  at  least  $ 
million  in  revenues  for  Microsoft 
year.  With  those  kinds  of  numbers  be 
tossed  around,  Windows  so  far  looks 
if  it  may  live  up  to  the  hype. 

By  Richard  Brandt  in  Redmond,  Wi 


HE  CO-FOUNDED  MICROSOFT.  AND  NOW,  FOR  AN  ENCORE . . . 


Paul  G.  Allen  first  met  William  H. 
Gates  HI  in  1968  in  the  science 
lab  at  the  Lakeside  School,  a  Se- 
attle prep  school.  By  1975,  the  two  had 
dropped  out  of  college  to  found  Micro- 
soft Corp.,  the  software  powerhouse 
that's  about  to  top  $1  billion  in  sales. 
Microsoft's  rise  made  them  billionaires. 
But  while  Gates  became  a  celebrity, 
Allen  stayed  in  the  background.  In 
1983,  he  left  Microsoft  after  being  di- 
agnosed with  Hodgkin's  disease  and 
dropped  from  the  industry's  view. 

Until  now.  Five  years  ago,  with  his 
disease  in  remission,  Allen  quietly 
started  a  new  software  company.  Now, 
he  and  Gates  are  doing  business  again. 
Each  copy  of  Microsoft's  Windows  3.0 
program,  due  May  22  (page  150),  will 
include  DayBook,  a  program  with  a 
computerized  calendar  and  Rolodex 
created  by  ToolBook,  the  first  product 
from  Allen's  Asymetrix  Corp. 
BROAD  APPEAL.  ToolBook  itself  repre- 
sents a  new  type  of  PC  software.  It  lets 
owners  of  IBM-compatible  PCs  create  or 
customize  applications  by  selecting 
graphic  symbols  that  represent  prefab- 
ricated computer  code  instead  of  learn- 
ing a  programming  language.  Forerun- 
ners, such  as  HyperCard,  have  been 
available  for  nearly  three  years  on  Ap; 
pie  Computer  Inc.'s  Macintosh.  And  in 
the  PC  area,  ToolBook  will  have  compe- 
tition from  Plus  by  Spinnaker  Software 
in  Cambridge,  Mass.,  and  Windowcraft 
from  Echelon  Development  Corp.  in 
Burlington,  Mass.  (table).  Analysts  fig- 
ure the  market  for  such  software  could 
reach  $24  million  within  a  year. 

ToolBook  is  proof  of  Allen's  come- 
back. After  his  illness,  he  says,  he 
thought  about  returning  to  Microsoft 
but  decided  to  do  his  own  thing:  "You 
realize  how  precious  life  is.  I  wanted  to 
do  something  ground-breaking."  So  Al- 
len put  together  $7  million  in  savings 
and  bank  loans  and  launched  Asyme- 
trix. He  recruited  fraternity  brother 
Ef't  Kolde,  36,  from  Seafirst  Corp.  to 
be  I'xecutive  vice-president  and  man- 
agt  operations.  Stephen  Wood,  38,  Mi- 


crosoft's sixth  employee,  became  vice- 
president.  Steve  White,  a  Boeing  Co. 
programmer  and  the  driving  force  be- 
hind ToolBook,  became  director  of 
development. 

Through  all  this,  Allen's  friendship 
with  Gates  never  waned.  The  two  bach- 
elors still  hang  out  together  three 
times  a  week,  on  average,  and  a  friend- 
ly teenage  rivalry  survives:  Gates,  34, 
still  remembers  that  Allen  scored  a  790 


about  now.  The  Trail  Blazers  are  doi 
better:  They  led  the  league  in  reboun 
for  1989-90!  And  ToolBook,  which  As 
metrix  began  writing  in  1988  after  e: 
ploring  products  in  artificial  intel 
gence,  is  drawing  raves.  "This  real 
steals  the  hearts  of  users  because  it 
so  easy  to  use,"  says  Rick  Sherlund, 
analyst  at  Goldman  Sachs  &  Co. 

Gates  is  predicting  that  he'll  sell  m, 
lions  of  Windows  3.0  packages  in  tl 
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Company 

programming 
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ASYMETRIX 

ToolBook 

$395  May 

ECHELON 

Windowcraft 

$295  July 

SPINNAKER 

Plus 

$495  July-August 
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ALLEN:  A  VERSION  OF  HIS  SOFTWARE  WILL  COME  WITH  EVERY  MICROSOFT  WINDOWS 


on  the  verbal  portion  of  the  sat  exam, 
beating  his  740.  Last  year,  when  Allen 
bought  a  $250,000  white  Porsche  race 
car.  Gates  snapped  up  a  silver  one. 

Allen,  37,  is  a  fervent  basketball  fan. 
In  1988,  he  bought  the  Portland  Trail 
Blazers  for  about  $70  million,  and 
Gates  is  often  a  guest  at  games.  Some 
worried  that  Allen's  zeal  for  basket- 
ball— he  shoots  hoops  on  a  court  in  his 
backyard — was  distracting  him  from 
Asymetrix.  In  his  first  year  of  owner- 
ship, Allen  fired  the  Trail  Blaz 
ers'  coach  and  tapped  Asy 
metrix'  Kolde  to  double  as 
the  team's  vice-chairman. 

There's  little  to  complain 
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first  six  months.  And  with  DayBo 
included  as  a  teaser,  ToolBook  sal 
should  get  a  big  boost,  too.  Gates 
sists  he's  not  simply  giving  his  ( 
friend  a  helping  hand.  "Give  me 
break,"  he  protests.  "This  is  a  mi 
stone  product." 

That  backing,  analysts  say,  pi 
ToolBook's  ease  of  use,  could  give  t 
software  half  the  market.  So,  afi 
making  his  billion,  beating  cancer 
turning  around  a  basketball  team,  P' 
Allen  has  a  new  goal:  to  push 
pioneering  product  into 
No.  1  spot. 
By  Barbara  Buell  in  Be 
vue,  Wash. 
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The  MCI  Card  lets  you 
call  from  any  phone 
in  the  U.  S.  to  virtually 
everywhere  in  the  world. 

Reaching  just  about  everywhere  in 
the  world  is  as  easy  as  reaching  for  your 
MCI  Card.- 

Better  still,  you  save  over  AT&Ts 
standard  rates,  month  after  month,  while 
enjoying  MCFs'  unsurpassed  call  quality.  You 
never  have  to  worry  about  hidden  charges, 
listen  for  special  recordings,  or  dial  differently 
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And  when  you're  overseas,  using  the 
MCI  Card  with  MCI  CALL  USA^'  to  call 
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business  is  calling  on  MQ.' 


The  first  on-line  database 


devoted  exclusively  to  # 
the  aviation  and  aerospace 


"Aviation /Aerospace  Online,"  from  McGraw-Hill.  In  an  industry 
where  tomorrow  is  often  too  late,  here's  the  first  "real-time"  database  to 
instantly  deliver  fast-changing  business  and  technical  developments  and 
up-to-the-minute  trends  to  aviation  and  aerospace  decision-makers 
ciround  the  world. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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THIS  LITTLE  DAVID 
KNOWS  HOW  TO  SLING  INK 


Has  the  Gannett  Goliath  met  its  match  in  the  Arka  nsas  Democrat  ? 


e: 


ven  though  Walter  E.  Hussman 
Jr.,  pubhsher  of  the  Arkansas 
Democrat,  presides  over  media 
holdings  with  revenues  of  $75  million,  he 
operates  out  of  a  modest  office  in  down- 
town Little  Rock.  He's  the  sort  who  is 
easily  underestimated.  The  kind  that 
speaks  softly  but  carries  a  big  stick,  and 
doesn't  hesitate  to  use  it.  His  latest  vic- 
tim? None  other  than  the  Gannett  news- 
paper chain,  which  snapped  up  the  rival 
Arkansas  Gazette  back  in  1986. 
Hussman  has  been  Gannett-bash- 
ing ever  since. 

The  two  papers  are  locked  in  a 
fight  for  survival — as  both  lose 
money  trying  to  build  ad  reve- 
nues and  readership.  Hussman's 
Democrat  has  come  from  far  be- 
hind to  just  slightly  trail  the  Ga- 
zette?, 136,925  in  daily  circulation 
(table).  And  Hussman  is  now  at 
least  neck-and-neck  in  local  retail 
ad  revenues  with  the  Gazette. 
SPURNED.  Hussman,  43,  bought 
the  Democrat  in  1974  and  went 
to  war  with  the  Gazette  after  it 
refused  a  joint  operating  agree- 
ment that  would  have  made  both 
papers  profitable.  He  redesigned 
the  Democrat  and  went  head-to- 
head  with  his  rival  by  changing 
from  an  afternoon  to  a  morning 
paper.  He  discounted  ad  space 
and  slashed  subscription  fees. 
For  his  efforts,  Hussman  was 
losing  at  least  $5  million  a  year. 

Hugh  B.  Patterson  Jr.,  the  Ga- 
zettes  former  publisher,  sued 
Hussman  for  monopolistic  prac- 
tices in  1984.  He  claimed  that 
Hussman  was  propping  up 
the  Democrat  with  cash  from 
other  units  of  the  Hussman 
family's  Wehco  Media  Inc., 
which  was  founded  in  1909  and 
includes  a  chain  of  small  papers 
and  cable-TV  operations.  Patter- 
son lost  in  court  and  sold  the 
paper  to  Gannett  for  $51  million. 
"We  weren't  able  to  compete 
with  his  undei- -utting  the  mar- 
ket," says  Pattt  rson. 

Gannett  was  r  -ady  and  willing 
to  do  battle.  Bui  last  summer. 


the  fight  got  dirty.  Hussman  told  adver- 
tisers he'd  match  the  Gazette'?,  new  bar- 
gain-basement rates  if  advertisers 
showed  him  copies  of  their  Gazette  con- 
tracts. Hussman  boasts  he  didn't  have  to 
do  much  matching.  Instead,  he  says  he 
brought  an  armload  of  the  contracts 
over  to  William  T.  Dillard,  whose  chain 
of  165  department  stores  was  partly 
bankrolled  by  Hussman's  grandfather  in 
the  late  1940s.  Dillard  promptly  canceled 
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DEMOCRAT  Owner, 
Wehco  Media  Inc.; 
129,908  average  circu- 
lation (Mon.-Thur.), 
$5  to  $10  million  in  es- 
timated annual  losses 


DATA-.  BW,  AUDIT  BUREAU  OF 
CIRCULATIONS,  GOLDMAN,  SACHS  &  CO. 


GAZEHE  Owner. 
Gannett  Co.  Inc.;  136,925 
average  circulation 
(Mon.-Thur.),  $20  million  in 
estimated  annual  losses 


all  Gazette  advertising.  Gazette  staff 
insist  Dillard  yanked  his  ads  because] 
a  mistake  in  a  story,  and  Dillard  w- 
talk  about  it.  But  Watty  Wills,  presidj 
of  an  ad  agency  that  works  for  Dillan 
says:  "When  Dillard  saw  that  sma 
advertisers  were  getting  a  better 
than  he  was,  he  shut  off  the  Gazette 
Hussman's  chutzpah  extends  to  ed 
rial  coverage.  Reports  on  the  newspa 
war  have  reached  epic  proportions 
both  papers,  but  only  Hussman  wo 
run  an  unflattering  series  on  Ganr 
called  "Chain  Gang."  An  academic  stt 
of  the  Gazette's,  shrinking  space 
hard  news  got  big  coverage  recen 
Hussman  is  quoted  often,  while  the 
given  to  Gazette  Publisher  Craig 
Moon's  reply  is  downright  stingy. 
STAYING  POWER.  Hussman  relies  or 
David-and-Go!iath  defense  of  his  tact 
"If  I  lose,  I  lose  my  job.  If  they  k 
they  get  transferred,"  he  says,  referr 
to  Gannett's  system  of  mov 
managers  around  among  its 
dailies.  Hussman,  an  t( 
control  of  Wehco  in  1976. 

Top  brass  at  Gannett  wc 
comment  on  the  situation  in 
tie  Rock.  But  it  seems  that  wl 
the  chain  took  over,  managem 
thought  it  could  simply  slash 
rates  and  subscription  fees  u 
Hussman  went  away.  Inste 
Gannett  is  losing  as  much  as 
million  a  year  on  the  paper,  e 
mates  Goldman  Sachs  &  Co.  a 
lyst  Eric  Philo.  "Gannett  unc 
estimated  Hussman,"  s 
Robert  R.  Douglas,  professor 
journalism  at  the  University 
Arkansas  and  Gazette  edi 
from  1972  to  1981.  Gannett  n 
have  also  underestimated 
readers.  In  redesigning  the  ( 
zette  with  colorful  USA  Tot 
graphics,  it  alienated  loyal: 
who  regarded  the  paper's  g 
look  as  symbolic  of  the  two-ti 
Pulitzer  prize  winner's  serio 
ness.  Lately,  it's  the  Democ 
that's  been  getting  the  right  k 
of  attention — for  being  first 
break  local  stories. 

So  what's  the  Gazette?  pi 
Publisher  Moon  says  the  pa 
hopes  to  attract  more  read 
and  advertisers  with  ja 
special  sections  on  fa 
ion,  real  estate,  horse  i 
ing,  and  automobiles, 
adds  wistfully;  "With  Hi 
man's  tenacity,  this  will  r 
er  be  a  one-newspaper  nt 
ket."  Actually,  with  Hussma 
tenacity,  it  just  may  be. 

By  Jim  Bartimo  in  Little  R 
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*$  GOTTEN  INTO  THEM? 


EMC'S  ORION  Solid 
State  Disk  Subsystem. 

The  smallest,  fastest, 
most  reliable  Solid 
State  Disk  device 
available.  Ttie 
Of?ION-ST  (pictured 
tiere)  stands  just  26" 
tiigh.  One  ORION 
Series  subsystem  con 
increase  ttie  povi^er  of 
up  to  eigtit 
mainframes 
simultaneously. 


For  many  of  the  world's  major  corpo- 
rations, gettmg  a  better  computer  sys- 
tem doesn't  mean  gettmg  a  new  one. 
It  means  gettmg  more  performance 
out  of  the  computer  they've  already 
paid  for. 

And  where  do  these  large  computer 
users  turn  to  enhance  their  informa- 
tion assets;  To  a  company  called  EMC. 

EMC  Corporation  makes  faster,  more 
powerful  computer  systems  -  without 
making  computer  systems  at  all. 
Instead,  EMC  provides  the  memory, 
storage  devices  and  system-wide  strate- 


gic thinkmg  that  extend  a  computer's 
speed,  capacity  and,  yes,  Ufe  expectancy. 
EMC's  products  boost  the  capabilities 
of  the  most  sophisticated  computer  sys- 
tems manufactured  by  IBM,  Digital, 
Hewlett-Packard  and  Wang. 
And  EMC's  customers  include  more 
than  half  of  the  Fortune  500. 

What's  gotten  into  the  world's  largest 
computer  users? 

EMC.  The  one  computer  investment 
that  protects  all  your  others. 

For  more  information  about  turning 
your  present  computer  into  a  better 
computer,  call  us,  toll-free,  at: 

1-800-222-EMC2  Extension-6400. 


(In  MA ,  call 
508-435-1000) 


EMC 


THE  SYSTEM  ENHANCEMENT  COMPANT. 


*5 

..V 


....mm 

Annual  reports  offer  investors  a  chance  to  .' 
Uiew  a  company's  performance  potentially 
By  outlining  past  and  present  statistics,  such  v- 
as  sales,  earnings,  and  dividends  paid,  an  an-  . 
nual  report  can  be  a  vital  investment  tool.  The 
advertisers  in  this  Directory  are  making  their  '  ^  ■ 
financial  data  available  so  that  you  may  get  a  ' 
closer  look.  Business  Week's  reader  service 
cards  enable  you  to  choose  v/hich  annual 
reports  you  Wish  to  receive.  Circle  the  corre-  ' 
spending  numbers  on  the  postage-paid  reply  ' 
card  and  mail.  Your  requests  will  be  forv»/ard- 
ed  to  the  companies  selected,  and  you  v^ill 
receive  their  annual  reports  free  of  charge. 


t.  ■- 


WESMARt 


AMP  Incorporated 
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15%  compound  annual  growth  rat 
since  1956.  9%  of  sales  spent  on  RD& 
Good  growth  expected  in  1990. 


1987 
1986 
1976 


Sales  (Mil.) 

$2,797 
2,670 
2,318 
1,933 
522 


EPS 

$2.63 
2.96 
2  31 
1  52 
471 


Steady  Growth  —  Through  new  products  and  markets,  sales  were  u 
all  but  4  of  48  years  —  with  80%  of  sales  electronics-oriented  ar 
80%  of  sales  are  products  applied  by  AMP  tools  &  machines. 

Broad  Diversification  —  Leading  producer  of  electrical/electron 
connectors,  sells  to  virtually  every  manufacturer  of  electrical 
electronic  equipment  (over  50,000)  and  tens  of  thousands 
customers  who  install  this  equipment.  Subsidianes  in  26  countric 
Strong  worldwide  capabilities.  Debt-to-equity  18%.  (NYSEiAMP), 


Alfa-Laval  Group 


A  L  I''  A 
AVAL 


ANNUAL  REPORT  >89 


The  .Alfa-Laval  Group,  a  Sweden-basi 
supplier  of  industrial,  food  processir 
and  agncultural  plants  and  equipment 
notes  a  34%  profit  increase  in  conso 
dated  income  to  MSEK  1,043  in  198 
Net  sales  amounted  to  approximate 
MSEK  15,227,  up  23%. 


Allure  Industries  Corporation 


Allure  Industries  Corporation  is  a  full  service  hazardous  was 
management  company  providing  innovative  environmental  solutio 
to  Industry  in  Canada  and  the  U.S.  Allure  s  focus  on  resource  recove 
and  new  profitable  hazardous  waste  management  techniques  h 
delivered  revenue  growth  of  141%  over  last  year  Exciting  ne 
technologies  and  strategic  acquisitions  in  the  coming  year  will  assL 
the  continuation  of  this  rapid  growth  trend.  (VSE;ARU) 


fCE 


PS 


ALLURE  INDUSTRIES  CORPORATIO 

Innovative    Environmental  Solutior 


American  Brands,  Inc- 


American  Brands,  Inc.  is  a  global  cc 
sumer  products  holding  company  w 
four  core  businesses  —  tobacco,  c 
tilled  spirits,  life  insurance  and  offi 
products  and  an  emerging  core  bi 
ness  in  hardware  and  home  impro^ 
ment  products.  Specialty  businea 
include  golf  and  leisure  products  a 
optical  goods  and  services.  In  19i 
earnings  per  common  share  from  cc 
tinuing  operations  rose  20%  to  a  recc 
$6.51. 


jnerican  Express  Company  5 


Ameritech 


6 


American  Express  Company  is  a  world 
leader  in  cliarse  cards,  Travelers  Che- 
ques and  travel  related  activities.  It  also 
provides  financial  planning,  interna- 
tional banking,  securities  brokerage,  as- 
set management,  investment  banking 
and  information  services. 

Earnings  for  1989  topped  $1.2  billion 
on  $25  billion  in  revenues.  Results  re- 
flected continued  grovvtli  in  the  cus- 
tomer-focused, high-quality  products 
and  sen/ices  provided  through  the 
Company's  Travel  Related  Services,  IDS 
Financial  Services,  American  Express 
Information  Services  Company, 
American  Express  Bank  and  Shearson 
Lehman  Hutton  subsidianes. 


rch  Petroleum  Inc. 


Arch  Petroleum  Inc.  is  a  rapidly  grov^/ing 
independent  oil  and  gas  company 
headquartered  in  Forth  Worth,  Texas. 

In  1989,  Arch  improved  net  income 
355%  and  cash  flow  220%  while  in- 
creasing estimated  proved  oil  and  gas 
resen/es  139%,  as  compared  to  1988  For 
more  information,  contact  Vince  White 
at  (800)  772-8558.  (NASDAQ; ARCH) 


Ameritech's  communications  busi- 
nesses serve  12  million  customers  in 
Illinois,  Indiana,  Michigan,  Ohio  and 
Wisconsin.  It  provides  products  and 
services  in  cellular  mobile  communica- 
tions, paging,  lease  financing,  directory 
publishing,  voice  messaging,  and  au- 
diotex.  In  1989,  Ameritech's  return  to 
equity  was  15.8%  and  net  income  was 
$1.24  billion. 


JsMERiT 


Augat,  Inc. 


Augat,  Inc.,  a  worldwide  manufacturer 
of  interconnection  products,  supplying 
sockets  and  connectors  to  the  com- 
puter industry  and  custom  connectors 
to  the  automotive  and  telecommunica- 
tions industries,  had  revenues  of  $306.6 
million  and  a  net  income  of  $14.9  million 
n 1989. 

A  restructured  and  refocused  Augat 
IS  positioned  to  meet  tomorrow's 
challenges  and  is  rapidly  reclaiming  its 
position  as  an  industry  innovator 


FCE 


Im^-C  du  OinrntrceEiiieri 


BFCE  is  a  reliable  banking  partner  to  a 
dynamic  corporate  and  institutional  cli- 
entele operating  in  the  international 
markets. 

BFCE  meets  all  types  of  financing 
needs,  offers  high  performing  sen/ices 
on  markets  worldwide,  solves  currency 
and  interest  rate  risk  management  prob- 
lems and  provides  a  full  array  of  invest- 
ment instruments.  It  assists  corporations' 
long-term  growth  by  arranging  equity 
financing. 


Bell  Atlantic  Corporation 


10 


CE 


Banque  Francaise 

du  Commerce  Exterieur 


Bell  Atlantic  is  a  leading  provider  of 
voice  and  data  applications,  mobile 
communications,  computer  mainte- 
nance services,  and  equipment  leasing 
and  financing.  It  is  one  of  the  50  largest 
corporations  in  the  U.S.  In  1989,  Bell 
Atlantic  generated  $11.45  billion  in  reve- 
nues and  $3.9  billion  in  cash  from 
operations.  Earnings  for  1989  were  $1.07 
billion  on  an  asset  base  of  $26.2  billion. 


ush  Wellman  Inc. 


11 


The  Company  is  a  leading  international 
supplier  of  high  performance  engi- 
neered materials.  It  is  a  fully  integrated 
source  of  beryllium,  beryllium  alloys 
and  ben/llia  ceramic,  and  also  supplies 
specialty  metal  systems  and  precious 
metal  products. 

Brush  Wellman  serves  a  wide  variety 
of  global  markets,  including  automotive, 
computers,  telecommunications,  aero- 
space, energy  consumer  and  other  ma- 
jor industries. 

The  Company's  product  lines  are  sup- 
ported by  a  strong  research  and  devel- 
opment capability  modern  processing 
facilities  and  a  worldwide  distnbution 
network. 


CSX  Corporation 


12 


CSX  Corporation,  headquartered  in 
Richmond,  Va.,  is  an  international  trans- 
portation company  that  offers  a  variety 
of  rail,  container-shipping,  intermodal, 
trucking  and  barge  sen/ices.  The  1990 
Annual  Report  of  the  company  traces  its 
10-year  history  and  looks  to  its  exciting 
future. 


161 


Canadian  National 


Canadian  National  provides  rail-based 
freisht  transportation  seivices  for  busi- 
ness and  industrial  customers  in  Canada 
and  the  U  S  Incorporated  in  1919  as  a 
commercial  Crown  corporation,  the  com- 
pany recorded  annual  revenues  of  $4.2 
billion  in  1989,  Through  its  subsidian>( 
Grand  Trunk  Corporation,  CN  supplies  rail 
services  in  the  northeast  and  midwest 
United  States-  CN  is  also  active  in  a 
number  of  related  businesses,  including 
developing  and  managing  urban  real 
estate,  petroleum  resource  development 
in  Western  Canada,  and  consulting  ser- 
vices. The  company  employs  41,000  peo- 
ple and  IS  headquartered  in  Montreal. 


Centel  Corporation 


15 


OEN'i 


-Where  people  co 


Centel  Corporation  provides  telecom- 
munications services  throughout  the 
country  The  company  has  expanded 
from  a  telephone  operating  base  to 
also  become  a  leader  in  the  rapidly  ex- 
panding cellular  communications  field 
Centel  Cellular  serves  44  U.S.  markets 
and  IS  a  limited  partner  in  New  York  City 
and  other  major  metropolitan  areas. 
Stock  trading  symbol  CNT 


Discovery  West  Corp. 


17 


Discover/  West  Corp.  is  a  Canadian 
independent  oil  and  gas  company  with 
offices  in  Toronto  and  Calgan/  Discov- 
ery's petroleum  exploration  and  devel- 
opment program  in  Alberta  concen- 
trates on  medium  to  large  reserve 
prospects  with  acceptable  risk  levels.  In 
addition,  the  Company  holds  a  65% 
interest  in  a  Cold  Lake  oil  sands  lease 
in  partnership  with  Norcen  Energy 
Resources  Ltd. 


Electrolux 


19 


ELECTROtUH 
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Electrolux  is  one  of  the  world's  leading 
manufacturers  of  white  goods.  The 
Group  has  a  leading  market  position  in 
Europe,  and  as  owner  of  White  Consoli- 
dated IS  the  third  largest  white-goods 
producer  in  the  U.S.  The  Group  is  one  of 
the  world's  largest  in  floor-care  prod- 
ucts,- absorption  refrigerators  for  car- 
avans and  hotel  rooms;  equipment  for 
food  service,  industrial  laundr/  and 
forestr/  and  gardening;  and  car  safety 
belts.  Total  sales  in  1989  were  US$13,259 
million,  of  which  North  America  ac- 
counted for  one-third.  The  Group  has 
550  companies  in  50  countries  and 
153,000  employees. 


Cap  Gemini  Sogeti 
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Cap  Gemini  Sogeti,  an  independent  and  public  group  with  mor^ 
than  13,000  employees,  is  one  of  the  leading  computer  professional 
services  companies  in  the  world  and  the  largest  in  Europe.  In  19891 
Cap  Gemini  Sogeti  realized  consolidated  revenues  of  FF  7.05  billiorl 
(-(-21.3%)  -  distributed  among  the  U.S.  (CGA)  and  Europe.  Nef 
profitability  after  taxes  reached  FF  525  million  (-1-30.3%),  whicf 
represents  7,4%  of  revenue.  The  company  is  registered  on  the 
Monthly  Settlement  Market  of  the  Pans  Stock  Exchange  and  itjf 
leadership  is  acknowledged  in  all  advanced  software  technologies! 


CAP  GEMINI  SOGETI 

EXPERTISE  IN  INFORM, MION  TECHNOLOGY 


Continental  Gold  Corp. 
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Continental  Gold  Corp.  (70%)  and  Bl  Mio 
Resources  Canada  Limited  (30%)  hav<  ViP!r« 
discovered  one  of  the  world's  larges  m: 
gold-copper  deposits  in  Bntish  Colum 
bia,  Canada.  The  deposit  is  bein; 
rapidly  transformed  into  Canada's  sec  1! 
ond  largest  metal  mine  with  projectec 
annual  production  of  400,000  ounces  c  sxei 
gold  and  83,000,000  pounds  of  coppe 
Measured  by  any  standard,  Continentc 
Gold  Corp.  IS  North  Amenca's  most  gok 
leveraged  company  Its  common  share 
trade  on  the  Vancouver  Stock  Exchangi 
(CNT  V)  and  on  the  NASDAQ  systen 
(CNTVF). 


Eastmaque  Gold  Mines  Ltd. 
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ton, 


Eastmaque  Gold  Mines  Ltd.  is  a  Cana  ^ 
dian-based  company  with  producinj 
operations  in  Kirkland  Lake,  Ontario,  an^ 
Imperial  County  California.  The  firm  pre 
duces  gold  from  tailings,  heap-leachinj 
and  conventional  milling  operation^ 
with  projected  gold  production 
55,000  ounces  for  1990.  Eastmaque  i| 
commencing  an  aggressive  exploratiol 
policy  With  prime  projects  located  i, 
Nevada,  California,  and  Papua,  Nev 
Guinea.  The  company  looks  forward  ti 
continued  grov^h  and  success  in  th 
1990s  Eastmaque  Gold  Mines  Ltc 
(EMG)  IS  listed  on  the  TSE,  VSE,  anc — ; 
NASDAQ.  ^ 


Ericsson 
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Encsson  is  an  international  leader 
telecommunications. 

Ericsson  is  recognized  for  its  ac  j 
vanced  systems  and  products  for  wire 
and  mobile  communications  in  publi  j 
and  private  networks.  Ericsson  is  also 
leading  supplier  of  electronic  defensji^r 
systems. 

Ericsson  has  70,000  employees  am 
operations  in  80  countries. 

Turnover  in  1989  was  SEK  40  billion. 

Research  and  development  costs  fc 
1989  corresponded  to  11%  of  turnover 
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Lincoln  National  Corporation 
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Euroc,  an  International  building  mate- 
rials group  based  in  Sweden,  noted  a 
successful  year  in  1989,  Sales  totaled 
SEK  11,279  million,  of  which  foreign 
markets  accounted  for  60%.  Earnings 
after  net  financial  items  increased  33% 
to  SEK  1,088  million.  Core  products 
nclude  cement,  concrete,  brick,  roof 
tile  and  gypsum  board. 


Lincoln  National  Corporation  is  one  of 
the  nation's  leading  insurance  and  in- 
vestment services  companies.  Its  opera- 
tions are  divided  into  five  business 
segments:  Property-Casualty  Employee 
Life-Health  Benefits,  Individual  Life,  Life- 
Health  Reinsurance  and  Investment 
Products.  The  company's  insurance  and 
investment  products  are  marketed 
through  its  affiliate  companies.  Lincoln 
National,  with  headquarters  in  Fort 
Wayne,  IN,  has  assets  of  $25  billion  and 
annual  revenues  exceeding  $8  billion. 
(Symbol  :LNC) 


Do 
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NYNEX 
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,oDo  Group  is  one  of  the  largest  groups  in  the  world  active 
in  the  forest  industry 

business  is  focused  on  the  production  and  sale  of  wood-free 
;apers,  wood-containing  printing  papers,  paperboard  and 

?89,  the  group's  turnover  was  Skr  18,769m.  Some  80%  of  total 

vent  to  countries  outside  Sweden. 

operating  profit  in  1989  amounted  to  Skr  2,679m. 


MoDo 
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NYNEX  IS  a  leading  provider  of  sophisti- 
cated information  systems,  software 
and  telecommunications  services  to  a 
diverse  base  of  customers  worldwide 
with  an  international  family  of  com- 
panies totaling  $26  billion  in  assets.  Our 
New  York  Telephone  and  New  England 
Telephone  subsidiaries  provide  ad- 
vanced network  services  to  most  of  the 
Northeast  and  our  11  other  companies 
have  become  pioneers  in  the  develop- 
ment of  innovative  business  and  infor- 
mation services,  office  systems,  soft- 
ware and  publishing  services.  For  the 
challenges  of  the  information  age,  the 
answer  is  NYNEX. 


tionalc-Nederlanden  NV 
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Norfolk  Southern  Corporation  26 


Nationale-Nederlanden  occupies  a 
leading  position  in  the  international  fi- 
nancial services  market,  with  over 
25,000  employees  in  21  countnes.  The 
activities  of  the  Group  compnse  insur- 
ance, investments  and  other  financial 
services. 

The  Group's  revenue  increased  by 
15%  to  US  $12.1  billion  and  net  profit 
increased  by  24%  to  US  $508  million. 
Total  assets  amounted  to  US  $48  billion. 
The  Executive  Board  expects  that  reve- 
nue will  continue  to  increase  and  profit 
will  equal  the  high  1989  level. 


Norfolk  Southern  Corporation,  "The 
Thoroughbred  of  Transportation,"  is  the 
Virginia-based  holding  company  that 
owns  all  the  common  stock  of  and 
controls  two  major  operating  railroads, 
Norfolk  and  Western  Railway  Company 
and  Southern  Railway  Company  and  a 
motor  carrier.  North  American  Van  Lines 
Inc.  The  corporation's  1989  net  income 
was  $606.2  million. 


rsk  Data  AS 
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OMI  Corp. 
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Data  IS  a  system  integrator  Mission  critical  applications, 
ner  service,  user  support,  training  and  consulting  services  are 
i  to  standard  and  proprietary  systems,  networking  and 
are. 

sk  Data's  major  advantage  is  its  demonstrated  ability  to 
Tient  information  technology  in  ways  that  support  their 
ners'  business  goals  Norsk  Data  operates  mainly  in  Scandinavia 
jrope.  The  company's  total  revenues  in  1989  were  NOK  2,472 


••• 
••• 


Norsk  Data 


OMI  Corp.  IS  a  major  U.S.  bulk  shipping 
company  engaged  in  the  ocean  trans- 
portation of  liquid  and  dn/  bulk  cargoes 
in  both  the  international  and  U.S.  do- 
mestic markets.  For  fiscal  1989,  earnings 
rose  to  $1.01  per  share  from  the  $.45 
reported  in  fiscal  1988.  The  1989  annual 
report  highlights  the  Company's  pro- 
gress and  strategy  as  it  continues  to 
prepare  for  future  expansion  by  refining 
ts  structure,  improving  operating  effi- 
ciency and  developing  and  initiating 
new  activities.  (AMEXOAAM) 
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Overseas  Shipholdins  Group,  Inc. 


29 


OSG,  one  of  the  world's  larsest  bulk 
shippins  companies,  Is  ensased  in  the 
ocean  transportation  of  liquid  and  dry 
bulk  commodities.  It  owns  and  operates 
a  fleet  of  67  vessels,  assregatins  6.3 
million  deadweight  tons,  and  is  sched- 
uled to  take  delivery  of  two  vessels 
totaling  240,800  deadweight  tons. 
OSG  s  strong  financial  condition  and  the 
prospects  for  the  bulk  shipping  markets 
are  detailed  in  the  Company's  Annual 
Report.  (NySE,PSE:OSG) 


SNET 
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Part  of  one  of  the  most  dynamic  growth 
industries,  SNET  is  a  leading,  indepen- 
dent telecommunications  company 
with  $1.7  billion  in  annual  revenues. 
SNET  investors  have  had  two  dividend 
ncreases  and  a  two-for-one  stock  split 
n  the  last  12  months.  The  company 
achieved  a  twelve -year  record  of  con- 
secutive dividend  increases  in  1989. 

SNET's  goal  is  to  continue  to  be  a 
financially  solid  company  that  provides 
excellent  customer  service  and  com- 
petitive returns  for  shareholders. 


Southwestern  Bell  Corporation 
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Southwestern  Bell  Corporation  is  a  fam- 
ily of  regional,  national  and  international 
companies  at  the  forefront  of  the  bur- 
geoning communications  industry  Its 
cellular  and  paging  operations  are 
among  the  largest  and  fastest  growing  in 
the  country  1989  assets:  $21  billion,- 
revenues:  $8.7  billion,-  earnings  per 
share:  $3.64;  and  dividends:  $2.76. 


Warner-Lambert  Company 


35 


Warner-Lambert  is  a  leading  worldwide 
producer  of  health  care  and  consumer 
products,  and  is  one  of  America's  125 
largest  industrial  companies.  Its  diversi- 
fied product  portfolio  includes  ethical 
and  non-prescription  pharmaceuticals, 
confectioneries,  shaving  and  pet  care 
products  and  gelatin  capsules.  In  1988, 
Warner-Lambert  set  new  sales  and  earn- 
ings records,  with  earnings  per  share 
increasing  22%  on  sales  of  $4.2  billion. 


Phillips  Petroleum  Company 
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Phillips'  1989  annual  report  celebrates  the  company's  commitment 
a  clean  environment.  During  the  year,  Phillips  formed  a  ne 
organization  charged  with  minimizing  the  environmental  impact 
company  operations  and  issued  a  new  policy  making  environment 
leadership  a  top  goal.  'Phillips  in  1989  also  reduced  debt  $869  millic 
and  replaced  hydrocarbon  reserves  for  a  third  straight  year, 
shareholders  realized  a  total  return  of  35%.  (NySE:P) 


PHIUIPSPHROLEUM  COMPANY 


Saab-Scania 
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SAAB-SCANIA 


Saab-Scania  develops,  manufactur  ISldfi. 
and  markets  products  in  the  "means 
transport"  sector:  cars,  trucks  and  bus< 
civil  and  military  aircraft,  missiles  at 
satellites,  as  well  as  industnal  autonr 
tion.  Consolidated  sales  of  the  Groi 
amounted  to  SEK  44.9  billion  in  19 
and  consolidated  income  to  SEK 
billion.  Pre-tax  return  on  capital  eiJtH' 
ployed  was  11%  and  the  equity/ass« 
ratio  45%.  Capital  expenditures 
property  plant  and  equipment  and  €  liltl 
penditures  for  research  and  develoials 
ment  was  SEK 6.9  billion,  equal  to  15.4  inji 
of  consolidated  sales.  There  w4ioi 
49,700  employees. 


United  Asset 

Management  Corporation 


United  Asset  Management  Corporatii 
provides  investment  management 
vices,  primarily  to  institutional  clier|'' 
through  22  operating  firms  which  me 
age  $38  billion  for  3,400  clients  locati  itUi, 
throughout  the  U.S.  and  abroad.  In  ^9^ 
United  Asset  Management  set  recor  i\'m 
for  revenues  at  $147.8  million,  net  iji... 
come  at  $15.4  million.  Operating  Ccv. 
Flow  (Cash  flow  provided  by  operatic 
before  working  capital  changes)  ' 
$44.6  million  and  earnings  per  share 
$0  94  (NySE:UAM) 


To  obtain  your  copies 
of  the  annual  reports, 
consult  the 
Reader  Service  Card 
in  this  Directory. 
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""Jht  All  The  President's  Men 
of  the  savings  and  loan  crisisr 

—Jack  Anderson,  Syndicated  Columnist  and  Pulitzer  Prize-winner 


hind  the  grim  headlines  reporting  the 
lapse  of  S&Ls  across  the  coun- 

. .  beneath  the  tedious 
luments  about  "bail-outs" 
between  the  lines  of  Presi- 
it  Bush's  multi-billion  dol- 
proposal. .  .lies  one  of  the 
)st  shocking  and  absorbing 
es  of  human  greed  and  cor- 
ption  ever  recorded.  And 
•Jde  Job  brings  together— for 
)  first  time  ever— the  entire, 
expurgated  story.  Discover: 

Why  deregulation 
^otthe  "thrifts'' 
ided  up  as  a  multi- 
llion-dollar  bust,  inside 

b  traces  the  seven  years  of  looting 
It  started  after  deregulation  — loot- 
I  that  went  unheeded  by  politicians  in 
ishington  who  received  fat  campaign 
nations  from  the  culprits  back  in  their 
me  districts. 

How  the  Matia, 
corrupt  officials, 
ipraisers,  auditors— even 
rug  dealers— walked  away 
ith  America's  hard-earned 

ivings.  inside  Job  introduces  you 
a  financial  hit-and-run  fraternity  (see 
ogues'  Gallery")  that  capitalized  on 
julatory  weaknesses  and  thoroughly 
Bced  the  industry  Yet  few  of  these  men 
been  forced  to  repay  what  they  stole 
spend  even  a  day  in  jail! 

=^^3  Which  prominent 
^^^^  political  figures 
irned  their  backs  on 
;gulators,  trying  to  clean 

p  the  industry,  inside  Job 
mes  names  and,  hold  onto  your  hats, 
3  long  list  includes:  Former  Speaker  of 
3  House  Jim  Wright.  Senators  Cran- 
m,  DeConcini,  and  Glenn,  Former  White 
use  Chief  of  Staff  Donald  Regan,  and 
my  more. 


_      What  you're 

being  asked  to  pay  for 

other  people's  greed 

—and  why  the  fiasco 

might  happen 

again.  No  matter  how 
good  one's  accountant,  it's 
going  to  cost  every  American 
taxpayer  at  least  $2,000  to 
balance  the  checkbook,  and 
Congress  is  considering 
right  now  radical  bank 
^     deregulation  that  can 
cause  an  even  larger 
catastrophe.  How  can 
we  stop  the  madness? 
Get  Inside  Job  for  the 
answers  and  the 
inside  story  today 


A  ROGUES' GALLERY 

Here's  the  lineup  ot  some  of  the  con  artists: 


MIKE  RAPP  (A  K.A.  Michael 
Hellerman)  was  booted  out  of 
New  York's  securities  busi- 
ness, brokered  for  the  mob, 
then  turned  and  sent  90  racke- 
teers and  mobsters  to  jail.  By 
the  mid-80's,  he  himself  had 
conned  millions  from  thrifts 
across  the  country,  using  his 
new  federally-provided  identity 


UPt  /  Bellmann  Newsprwtos 


HERMAN  BEEBE  was  linked  to 
almostevery  dying  S&L  in  Lou- 
isiana and  Texas  and  was  a 
buddy  of  the  most  powerful 
politicians  in  those  states.  He 
was  charged  with  $30  million 
in  fraud  involving  16  thrifts. 


Lea  Shiveiy  /  The  Stifevepor  t  Times 

MARIO  RENDA:  The  S&L's 
own  "Typhoid  Mary,"  this 
former  dance-teacher-turned- 
deposit-broker,  passed  $6  bil- 
lion through  160  banks  and 
thrifts,  104  of  which  have  since 
collapsed. 


OUTSTANDING 
PRAISE  FOR 
INSIDE  lOB: 

"A  chilling  ac- 
count. ,  .some  of  the  more 
outrageous  cases,  spun  out  in  rich 
detail,  are  so  lurid  that  a  novelist  would 
blush  to  invent  them." 

—New  York  Times  Book  Review 

"This  is  a  very  good  book— must  reading," 
—San  Diego  Union 

"The  disturbing  tale  of  the  biggest  bank 
heist  in  history— one  that  goes  beyond 
the  vaults  of  financial  institutions  and 
picks  the  pocket  of  every  American." 

—  Congressman  Jim  Leach, 
House  Committee  on  Banking, 
Finance,  and  Urban  Affairs 

"Richly  textured  and  suspenseful, 
studded  with  enough  murder,  arson, 
bribery  and  sex  that  you  won't  want  to 
wait  for  the  movie."    —Business  Week 


Available  at  your  bookstore,  or  by  calling 
with  credit  card  orders: 
1-800-2-IVICGRAW 


ersonal  Business 
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Finances 


MONEY  MANAGEMENT 

FIT  FOR  A  KING— AT  A  PRICE 
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A few  months  ago,  Dean 
Witter  Reynolds  cli- 
ents began  receiving  a 
brochure  in  the  mail.  Full  of 
glossy  pages  and  photomon- 
tages, it  introduced  Access,  a 
program  so  named  because  it 
offered  "access  to  .  .  .  finan- 


programs  are  spreading  fast. 
But  the  fees  are  steep,  so 
weigh  their  pros  and  cons 
carefully. 

The  programs  bring  a  more 
standardized  approach  to  the 
traditional  matchmaking  role 
that  brokers  have  played  be- 
tween investors  and  indepen- 
dent money  managers.  They 
evaluate  clients'  invest- 
ment goals,  locate 


typical:  S7^  for  accounts  up  to 
$500,000;  2.75%  for  those  up 
to  $1  million;  and  2.5%  for 
portfolios  up  to  $2.5  million. 

The  drill  usually  goes  like 
this.  The  investor  fills  out  a 
questionnaire  to  assess  finan- 
cial goals  and  risk  tolerance. 
Prudential-Bache's  Managed 
Assets  Consulting  Services 
form  asks  about  a  client's  ex- 
pectations for  the  U.  S.  econo- 
my and  queries  what 
course  the  appli- 
cant would  take 
"if  your  invest- 
ment should  de- 
i\  cline  by  20%  of 
its  value  in  one 
month." 

Based  on 
these  an- 
swers, 


appropriate  index — say, 


i\\  til 


use 
iiive; 


Standard  &  Poor's  500  for  s.  ae 
all-equity  account.  ffitsi 

This  monitoring  of  mai  e 
ers,  which  can  include  on-|lvan 
visits  from  the  broker, 
favorite  selling  point, 
that  firms  encourage  mlEivf 
tors   to   switch   manag  sera 
should  a  quarter's  resi  art; 
seem  disappointing:  Most 
gram  directors  feel  inves 
should  stick  with  a  man? 
for  at  least  three  years. 
RED  FLAGS.  What  they 
like  is  a  manager  changing 
vestment  strategy  or  d: 
garding  an  investor's  g( 
"We'd  be  all  over  them  if 
wanted   to  preserve  ca]  r. 
and  they  played  around  ^  it 
options,"  says  John  Max^  ■ — 
first  vice-president  at  Pru 
tial-Bache.  Another  red  J 
discord  in  the  man 
ment  firrri.  Sheai 
Lehman  Hutton  de^ 
to  fire  one  manage) 


cial  expertise  previously  avai 
ab.le  only  to  large  and  institu- 
tional investors." 

Access  is  the  latest  example 
of  a  It-end  among  national — 
and  .<()me  regional — broker- 
ages: personal  portfolio  man- 
agemei.*  for  accounts  of 
$100,000  I.  id  up.  (Trend  within 
the  trend:  !he  name  Access. 
Paine  Webber's  program  also 
bears  that  title.)  Launched 
within  the  past  two  years,  the 


like-minded  managers,  and 
monitor  portfolio  performance 
according  to  a  formula. 

Clients  pay  a  flat  "wrap 
fee"  that  covers  both  the 
manager's  annual  fee — a  per- 
centage of  the  assets — and 
the  brokerage's  commissions 
and  custodial  fees.  Most  of 
the  programs  scale  down  the 
bite  as  the  portfolio  size 
mounts.  The  schedule  for 
Merrill  Lynch's  Consults  is 


the  broker  offers  the  client  a 
choice  of  candidates  from  its 
stable  of  affiliated  managers. 
The  manager  invests  the  cli- 
ent's portfolio  on  a  discretion- 
ary basis.  The  brokerage  then 
reports  on  the  portfolio's  per- 
formance via  quarterly  state- 
ments. Filled  with  charts  and 
graphs,  these  statements  de- 
scribe the  changes  in  the  port- 
folio and  chart  its  perfor- 
mance    relative     to  an 


'IS  11] 

year 

ter  his  firm  was  bought^  4^^., 
twice.  "You  could  just 
them  starting  to  deterior^uj 
says  Shearson  Senior 
President  Leonard  Reinh 
But  all  this  surveill 
comes  at  a  price — that 
wrap.  The  fee  is  consideiiit 
higher  than  the  L5%'  U 
generally  charged  by 
managers  on  accounts  ifc 
$500,000.  "Even  with  the  ite,j 
ager  charging  2%  annual 
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PERSONAL  BL  tt 


take  lots  of  commis- 
to  generate  the  extra 
says  Jack  Blankinship, 
gnt  of  the  Institute  of 
ed  Financial  Planners. 
:ample,  1%  of  a  $250,000 
lio  would  be  $2,500— 
would  easily  cover  two- 
"round-lot"  (100-share) 
at  a  full-service  bro- 
rates — or  even  more 
,  since  managers,  when 
ing  outside  wrap  pro- 
,  negotiate  commission 
nts  for  clients.  Obvious- 
amount  of  commissions 
vary  depending  on  how 
y  the  manager  trades, 
ip  fees  can  be  especially 
iive  if  the  manager  has 
ervative  "buy-and-hold" 
)phy. 

PERSONAL?  01  course, 
rokerages  note  that 
investors  wouldn't  have 
)tion  of  using  an  inde- 
it  manager:  $250,000  is 
linimum  account  that 
will  accept.  But  inves- 
iining  a  wrap-fee  pro- 
won't  get  full  service, 
"The  manager  agrees 
e  accounts  much  small- 


SIZING  UP  THE  'WRAP-FEE'  PROGRAMS 


Program 

Assets  managed 

Millions 

Number  of 
accounts 

Number  of 
managers 

MERRILL  LYNCH  CONSULTS 

$2,000 

10,000 

25 

PRUDENTIAL-BACHE  MACS 

160 

851 

22 

SHEARSON  LEHMAN 
SELECT  MAHACERS 

2,300 

9,700 

23 

SMITH  BARNEY  ACE 

600 

750 

200 

er  than  normal  because  he 
doesn't  have  to  deal  with  new 
relationships,"  says  John  Kel- 
sey,  vice-president  of  the  In- 
vestment Management  Con- 
sultants Assn.  In  most  cases, 
there  is  little — if  any — contact 
between  the  manager  and  the 
client;  the  investor's  liaison  is 
the  broker. 

And  for  all  the  promotional 
literature's  talk  of  "personal 
investment  advice,"  there's 
often  little  individual  manage- 
ment. Instead,  the  manager 
simply  invests  all  the  ac- 
counts from  a  certain  pro- 
gram along  the  lines  of  a 
model  portfolio.  There  are  ex- 
ceptions: Smith  Barney  Harris 


Upham's  Asset  Consulting 
Evaluator  offers  more  individ- 
ually managed  accounts,  says 
Managing  Director  Ruth  Har- 
ris. But  in  most  cases,  the 
lack  of  direct  contact  and  cus- 
tomized management  means 
you're  only  "getting  a  mutual 
fund  for  3%  a  year,"  argues 
Michael  Stolper,  an  invest- 
ment management  consultant 
based  in  San  Diego. 
GOOD  OLD  FUNDS.  Alternatives 
to  wrap-fee  accounts  might  in- 
clude using  a  financial  plan- 
ner to  seek  out  and  monitor  a 
money  manager;  many  will  do 
so  for  a  percentage  of  the 
manager's  fee.  Some  brokers, 
operating  separately  from 


their  firm's  programs,  will 
find  managers  for  clients, 
who  then  have  the  choice  of 
paying  commissions  separate- 
ly or  as  part  of  an  overall  fee. 
Finally,  there  are  good  old 
mutual  funds — some  of  which 
are  run  by  the  very  same 
managers  who  participate  in  a 
wrap-fee  program.  Roger  En- 
gemann,  a  Pasadena  (Calif.) 
manager  affiliated  with  sever- 
al programs,  manages  the 
Pasadena  Growth  Fund  with 
a  strategy  similar  to  that 
used  in  his  wrap-fee  accounts. 

Using  a  wrap-fee  program 
to  locate  a  manager  has  its 
points.  It  offers  investors  an 
easy  way  to  find  a  reputable 
manager,  for  whom  the  bro- 
kerage assumes  fiduciary  re- 
sponsibility. "The  chance  of 
getting  burned  is  considerably 
less  than  if  you  went  out  on 
your  own,"  notes  Daniel  Bott 
of  the  Institute  for  Invest- 
ment Management  Consul- 
tants. And  there  is  that  access 
to  managers  whose  accounts 
normally  begin  at  $1  million. 
But  the  perks  come  expen- 
sively wrapped.       Troy  Segal 


Leisure 

AUNA 

HOME? 

SWEAT 


ould  be  the  answer  to  a 
ach  potato's  dream: 
thout  dieting,  gulping 
3r  exercising,  you  lose 
t  and  grow  healthier 
J  by  staying  home  and 

still.  How?  By  relax- 
.nd  sweating — in  your 
;auna  where  the  tem- 
re  is  upwards  of  165F. 
t^e  years  ago,  people 
what  a  sauna  is,"  says 
3  director  at  Nasscor,  a 
'ue  (Wash.)  company 
;upplies  kits  of  boards 
inels  that  fit  together  to 
a  home  sauna.  "Now,  so 
people  enjoy  them  at 
clubs  the  first  question 
'W  much  does  it  cost?'  " 

typical  answer:  Less 
dding  a  pool  or  hot  tub. 
na  is  basically  a  well- 
ted  room  with  bare 
n  walls,  a  bench  or  two. 


MOST  PRECUT  SAUNA  KITS  CAN  BE  INSTALLED  IN  A  DAY  OR  TWO 


and  a  powerful  electric  heat- 
er. A  kit  to  construct  a  closet- 
size  model  in  a  bathroom  cor- 
ner costs  about  $2,000.  Larger 
ones  to  accommodate  up  to 
four  people  run  to  $4,000. 
NAIL  IT  DOWN.  Depending  on 
the  room  size,  a  heater  that 
gets  the  air  up  to  a  proper 
perspiration  level  in  an  hour 
is  $400  to  $800.  It  comes  with 
porous  rocks  that  retain  the 
heat  long  after  an  automatic 
timer  clicks  the  unit  off. 

You  can  call  800  numbers 
for  sauna  brochures  from  any 


of  several  suppliers.  Among 
them:  Nasscor  (331-0349), 
Helo  (243-6764),  and  Finnleo 
(346-6536).  Once  a  local  dis- 
tributor has  taken  measure- 
ments in  your  home  and  or- 
dered the  interlocking  planks 
cut  to  size,  a  do-it-yourselfer 
or  carpenter  can  nail  them  to- 
gether in  a  few  days.  Tradi- 
tionally, a  dense,  dark  wood — 
redwood  or  aromatic  cedar — 
offers  the  best  heat  retention, 
but  Finnleo  also  offers  a 
light-colored  alternative: 
white  spruce  from  Finland. 


The  Finns  and  the  Swedes 
both  claim  credit  for  devising 
the  sauna,  a  simple  substitute 
for  the  famed  Roman  baths 
fed  by  natural  hot  springs. 
There's  debate,  too,  on  how 
high  the  temperature  should 
go:  The  sweltering  212F  en- 
joyed by  a  few  hardy  Scandi- 
navians may  cause  an  irregu- 
lar heartbeat  in  some  people. 
In  any  event,  avoid  long 
stays.  The  preferred  half-hour 
bathing  regimen  calls  for  two 
or  three  10-minute  exposures, 
each  followed  by  a  brief  luke- 
warm shower  to  lower  the 
body  temperature  to  normal. 

Along  with  a  relaxed  men- 
tal state,  there  are  real — if 
temporary — physical  benefits 
from  a  sauna  bath,  say  re- 
searchers. The  heart  and  met- 
abolic rates  speed  up,  blood 
pressure  decreases,  and  mus- 
cles and  joint  tissue  relax. 
And  some  studies  show  in- 
creased hormone  production, 
causing  an  effect  one  report 
likens  to  "direct  electrical 
stimulation  of  the  reward  sys- 
tem of  the  central  nervous 
system."  In  other  words,  it 
feels  good.  Don  Dunn 


L  BUSINESS 


BUSINESS  WEEK/MAY21,  1990167 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mmeusiNESsnwEEK 

MARmrLAa 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Computers 


mEmerson= 

286  AT  COMPUTER  WITH 
VGA  MONITOR  AND 
SOFTWARE 


•  100°'o  IBM  compatible 
•80286  microprocessor  12  MHz 

•  One  3-1/2"  1  44  MB  floppy  drive 

•  One  5-1/4"  1  22  MB  floppy  drive 

•  40  MB  hard  drive  (IDE  fiard  drive) 

•  1  MB  RAM  on  motfierboard 
expandable  to  4  MB 

•  14"  VGA  41  dot  pitcti  fiigh 
resolution  color  monitor 
256  colors 

•  VGA  color  card 

•  Four  16-bit  expansion  slots  open 

•  Two  RS232  serial  ports 

•  AT  compatible 

■  One  parallel  port 

•  One  mouse  port 

•  One  half  height  drive  cavity 
enclosed 

•  80287  math  co-processor  socket 

•  180  watt  switchable  power  supply 

■  1  Year  Paris  Warranty! 

•  120  Day  Servicing  Warranty! 

•  Factory  New!  Factory  Perfect! 
Software  includes: 

•MS-DOS  3  31    •  Turbo  Pascal  5  0 

•  GW  BASIC 


A  special  arrangement  brings  you 
these  Emerson  computers  and  VGA 
monitors  at  HUGE  SAVINGS! 


Mfr  Sugg  Retail 
$3,350.00 


$149999 

Item  No  B-2046- 139964 
Insured  Ship/Hand.:  $40  00 


FOR  FASTEST 
SERVICE  CALL 
TOLL  FREE 

1-800-729-9000 

DAMARK  INTERNATIONAL,  INC 

6707  Shingle  Creek  Parkway 
Minneapolis,  t^rj  55430 
Customer  Service  •  612-566-4940 

Please  rush  me:  Emerson 

Computer(s)  @  $1499,99  each, 
plus  $40  00  s/h  each. 
Item  No  B-2046- 139964 
MN  res.  add  6%  sales  tax. 

Name  

AM:-iSS  

Cily.Sls'e.ZiD  


□  CneckylulO  □  VISA 
D  Master  Card  D  Discover 


Card  No  - 


e>p  Dale. 
Ph     !  )- 
I  Signature   


DELIVERYfTO  48  U.S.  STATES  ONLY 


 Executive  Gifts  

Recorded 

Books 


Listen  to  unabridged 

bestsellers,  histories, 
mysteries  &  more  as 
you  drive  to  work. 
Call  now  for  a  free 
catalog  of  450  titles: 
1(800)638-1304 
Ask  about  quick 
easy  3()-day 
rentals  by  mail 
Recorded  Books 
8(1x40'-) 
Charlotte  Hal 
MD  20622 


Health/Fitness 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 
office  chair 
reclines! 


S3  Mbey  Ave.  Dept.  BW-2«,  HolUtton.  MA  0174« 
lnMA50M29-S940 


~Tutc         The  Leading  Edge  In  Treadmil 

Technology 


770 


PROGRAMMABLE 
TRAINER 


Working  out  on  aJRUE 
PROGRAMMABLE  TRAINER  in  the 
cumforl  of  your  own  home  or  office  means 
you'll  work  out  more  consistently  and  be 
more  likely  to  adhere  to  your  aerobic 
program  despite  weather  conditions 


CALL  NOW  FOR  A 
DEALER  NEAR  YOU' 
(XOO)  426-6570 
TRUE  FITNESS 
TECHNOLOGY,  INC. 
865  HOFFRD 
O  FALLON.  MO 
63366 
ANDSTART 
BURNING  MORE 
CALORIES' 


Executive  Gifts 


FOR  YOUR  DESK  AND  YOUR  HEALTH 


Ml 


Fes. 


In., 


Two  brilliant  golden  color  metal  balls  resting  on  a  laquer  finished  solid  woe 
stand  IS  perfect  for  your  desk.  Yet.  the  Chinese  say  that  rotating  these  met 
balls  in  the  palm  of  your  hand  will  reduce  stress  and  bring  on  a  sense 
relaxation.  A  blank  brass  plaque  is  included  for  engraving  names  or  mei 
sages  GREAT  FOR  GIFTS!  To  order,  use  Visa  or  Mastercard  and  call  t< 
free  1  -800-432-1 989.  or  send  check  or  money  order  for  $29  99  plus  $1 .50 
postage  and  handling  to:  VPT.  Inc.,  3422  W  Hammer  Lane,  Suite  J-11 
Stockton,  California  95209 


m 


l!n;i 
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Business  Services 


IMPORTANT  TIME  SAVED  purchasing 
by  phone  is  lost  again  trying  to  autho- 
rize payment  on  forgotten  charges 
Elinninate  hassles  &  save  time  with 
ChargeSafe— remembers  all  charge 
details  for  you  Easy.  Quick  Guaran- 
teed $10  ChargeSafe,  PO  Box  3792, 
Dept  #BWA.  Mililani.  Hawaii  96789 


Financial  Services 


UNLIMITED  CORPORATE 
FINANCING  AVAILABLE 


Compelilive   Rales   and  Terms 

Debt   re-structuring.     Merger,  Expansion, 
Acquisition,    Retire   Debt,   Cut  Debt  Ser- 
vice, Leasing,  Chapter  7  or  11,  Wespec- 
lalize  In  mid-market  co.porations 
Professional    Referrals  Invited 


Coraorate  Financial  Resources, 

400  S.  Beverly  Dr.,  Suite  214 

Beverly  Hills.  OA  90212 
Ph.  l-eOO-USA-IDAY    FX  1-617-337-1640 


INCORPORATING?^^ 

It's  easy  in  Delaware  or  any 
state  w:th  our  last,  reliable, 
inexpensive  service.  For  free 
information  call  toll  tree 
(800)441-4303.  or  write 

mmm%  CORPORATE  AGENTS, 
l^iV-i  Departmer^t  WS,  Box  1281 
— ^  '  Wilmington,  DE  19899 
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Business  Services 


FOR  THE  BEST  IN  CORPORATE 

C,4NDIDS  lOllTf 
C  ALL  TOLL  FREE:  i-800-666-405(  bifr 


►  Corporate  Galfierings 

•  P/R  Events 

•  Trade  .A.^sociations 

•  CrjnventiGns 
Robert  Knowles/ 

knowles  Photographic  Services 
525  Ellendale  Avenue/ 
Rye  Brook/NY  10573 


ptm,*,: 
tele 


IT  PAYS  TO  ADVERTISE  IN  THE  BUSINESS  WEEI" 

MARKET-PLACE 

The  Business  Week  Market-Place  Section  is  a 
special  advertising  feature  appearing  in  the  first 
issue  of  each  month.  The  fVlarket-Place 
provides  an  ideal  Showcase'  for  advertisers 
who  have  products  or  services  that  appeal  to 
Business  Week's  more  than  6.2  million  respon- 
sive readers. 

For  rates  and  information  mail  the  coupon 
below,  or  call  (312)  337-3090  or  FAX  (312)  337- 
5633. 


inkC 


WSPoiti 


MAIL  COUPON  TODAY 


BUSINESS  WEEK  MARKET-PLACE 
100  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 

Name  


Company . 
Address  — 
City  


State. 


Zip- 


Phone. 


FOR  AD  RATES 
\ND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mMBUSINESSnWEEm 

mmnrm 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 


siness  Opportunities 


ORPORATEIN  DELAWARE 

15  tor  Complete 
Drporation 

liniNGTON&AULGUR.Law 

ces.  For  free  information 
teP.O.  Box  5550, 
m.,  DE 19808  or  Call 
00-441-9459 


1990  FRANCHISE 
Directory. 

;cribes  over  5,600  Franchisors  969 
ings  Includes  Handbook  section 
ng  what  you  should  know  before 
Franchise  agreement  (Our  21st 
4  pages  $34  95  +  $5  00  postage  & 
Ivloney  back  guarantee  INFO 
tISE  NEWS  728  B  Center  Street, 
i,NY  14092 


Business  Services 

Proof  Cars"  Offered  to  corpo 
jcutives,  government  officials  by 
le  Armoring  Corporation.  4836 
id,  San  Antonio,  Texas  7821 7  or  call 
4-3905 


Financial  Services 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  i 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-including  some  very  | 
famous  names- 
wfiicfi  I  believe  could 
"take  a  batfi."  I'll  rusti 
you  tfie  Performance 
Ratings  ($39  value)  as  a  bonus  with: 
your  subscription  to  The  Zweig  Fore- 
cast Time  IS  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext  9024. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY.  11710 

Computers/Office  Equipment 


MARTIN  ZWEIG 


iiaTmflRYmflC 


INDUSTRIESINC 


Our  1 4th  year  of  DISCOUNTS 
Tandy*  Computers 
Radio  Shack"  Products 
Toll  Free  800-231-3680 
22511  KatyFwy  Katy  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Business  Opportunities 


THE  ULTIMATE  BUSINESS 

300  TEL-AD  hotel  display  will  return  you  $50,000  -I-  by  offering  advertisers  full  color 
or  $1  37/day  complete  with  a  "FREE  TELEPHONE  LINE"  to  advertisers  A  single 
ihone  line  gives  you  100  additional  lines  '  at  no  extra  charges  $35  OO/mo  operating 
;  No  franchise  fees,  No  Employees,  No  Overheads,  No  Competition  250/875% 
Protected  Territories  ACT  NOWi  Free  Color  brochure  or  $25  00  for  VHS  VIDEO 
AD.  #205-b,  8475  Ontario  St  ,  Vancouver,  B  C  ,  Canada  V5X  3E8  (604)  327-9300 


Financial  Services 


nk  Cappiello's  Closed-End  Fund  Digest 


idel  Portlollo 
s 


irformance  is  no 
lee  of  future  results. 


Your  best  source  on  Closed-End  Funds 

•  Management  interviews  •  Complete  charts 

•  Model  portfolios    -Trader's  hotline 

3-month  trial,  $60,  includes  encyclopedic 
Complete  Guide  to  Closed-End  Funds 
1  -year,  $200,  also  includes  institutional 
report  on  global  investing 


(00  Garden  St.,  Suite  G-1,  Santa  Barbara,  OA  93101  •  (805)  962-0943 


isiness  Opportunities 


JOIN  THE  FITNESS 
CRAZE... 


There's  no  doubt  about  it,  Amencs  has 
gone  heallh  cr3zy.  and  you  can  be  a  " 
pan  ol  il  by  selling  adveflisemenis  tfiat  1 
appear  on  the  hottest  heallh  and  f 
fitness  product  on  the  market  Our  / 
SteHn-Tlme,  interaclive,  lolally  f 
automatic,  computeri;ed  Fitness 
Evaluation  Machine  is  in  greal  demand  by 
•Rlness  Centers*  Malls-Stores- 
•Hospilals-SchoolS'DocIors-Hoiels- 
Give  il  lo  these  tacllities  FREE  by  simply  filling  A 
in  8  illuminated  panels  with  ads  from  local  v 
businesses  We  have  over  1,000  locations^ 
waiting  for  their  fitness  machine  along  withS 
a  tist  of  local  advertisers  " 
Cash  In  on  Ihe  tastest  growing  mt 


■  Be  youi  own  boss       ■  Set  your  own  ho 

■  No  sian  up  lees         ■  No  llnancial  risk 

■  Huge  Income  [wleriTlal  -  Sales 

■  Also  earn  BIG  money  selling  Ih 
form  of  wallel-sized,  color  busi 


ipplled 


;$ 
$ 
$ 
$ 
$ 
$ 
$ 

$$$$$$$$$$$$$$$$$$$$$$ 


Join  our  team  of  successful 
dealers  today! 


BODYLOG,  INC., 

34  Mapte  Avenue, 
Armonk,  NY  10504 
800-233-2911  (outside  NY) 
914-273-6480  (instae  NY) 


Wine  Cellars 


WiNECELLARS- USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Vour  Cost 


Visa/MC/AmEx/Discovei 


296  Bottle  Credenza 

Ret;  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

Not  Hiiiidniadc 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

FurVault  holds  about  8  Furs  $3495       $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Ca&log 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Corporate  Gifts 


Ambassador  Lapel  Flags'^ 

24K  gold-plated,  lull  colors 
Elegant  and  Exclusive 
For  worldwide  business,  marketing,  fashion 
Any  single  flag.  2-tlag,  and  customized  logo 
lapel  flags  (shown)  Many  standard  logo  panels 
are  in  slock,  or  send  your  own  preferred  design 
Delivery;  14  working  days  *  2-3  days  shipping 

TME  Co  .  1 17  Park  Lane  Road 
Suite  101.  New  Ivlilford,  CT  06776.  USA 
(203)  354-0686»Tx  271478«Fax  (203)  354-2786 


FLOWERS 
THE  PERFECT  GIFT 


•  LOVED  ONE 

•  IVIOTHER 

•  BIRTHDAY 

•  THAI^K  YOU 

•  NEW  ARRIVAL 

•  ANNIVERSARY 

•  CONGRATULATIONS 

•  GOOD  LUCK 

•  GET  WELL 
GUARANTEED  FRESH,  BEAUTIFUL. 
PERSONALIZED  ENCLOSORE  CARD, 

OVERNIGHT  DELIVERY,  24  HOUR  SERVICE 


1-800-458-AVIS-Oper.  B 


BO  EE 

CD  ca 

AVIS  FLOWERS  WORLDWIDE,  INC 


Computers/Office  Equipment 


RENTALS 


Also  Available: 

•  Macintosh  •  IBM  PS/2 

•  Compaq    •  Laser  Printers 

•  Laptops    •  Portables 

And  a  host  of  other  peripherals 


Next  Day  Delivery 
Anywhere  in  the  U.  S.  A. 


Call  Toll-Free 


800-765-4727 


Corporate  Gifts 


Corporate 

T^ES 

(150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 

k 

Barnard  Maine  ltd. 

33  Mead  Ave,  •  Cos  Cob 
CT  06807  •  U.S.A. 


Dept.  BW 


(203) 


EMBROIDERED 
CAPS  FROM 
$395 

IMPRINTED 
CAPS  FROM 
$250 


IMAGE 
BUILDERS 


/ 


EMBROIDERED  POLO 
SHIRTS  FROM 
$1495 


MIN  OTY  144 

FREE  PROMOTIONAL  GIFT  CATALOG 

800-792-2277 
IN  CA  800-826-8585 

FAX  (415)  786-1111 
The  Corporate  Choice- 

V)S2  Poml  F.dcn  Way  •  Haynard,  CA  y4S4S 


ersonal  Business 


Getting  Ahead 

FIHDIHG  YOUR 
NICHE  IN 
NONPROFITS 


If  the  Decade  of  Greed  is 
really  over,  will  the  non- 
profit world  emerge  as  the 
place  to  make  a  mark  in  the 
1990s?  Don't  count  on  it.  But 
corporate  types,  fed  up  with 
the  typical  grind  and  wanting 
more  out  of  life,  might  well 
find  nonprofit  jobs  a  refresh- 
ing change  of  pace. 

Once  a  managerial  waste- 
land, nonprofit  organizations 
have  caught  on  to  the  need 
for  good  management  (BW — 
Mar.  26).  And  this  change  has 
created  opportunities  for  ex- 
ecutives seeking  new  chal- 
lenges in  nonprofit  associa- 
tions, charities,  and  colleges. 

How  to  start?  "The  first 
thing  you  should  do  is  to  get 
involved  in  a  nonprofit  as  a 
volunteer  and  get  yourself  on 
the  board,"  advises  Lilly  Co- 
hen, co-author  of  Careers  for 
Dreamers  and  Doers  (The 
Foundation  Center,  $24.95). 


Her  book  is  an  excellent  road 
map  to  careers  in  nonprofits. 

If  your  volunteer  experi- 
ence makes  you  game  for  a 


change,  you'll  need  to 
keep  in  mind  some  draw- 
backs. The  single  biggest 
one,  of  course,, is  money. 
Nonprofit  professionals 
are  paid  roughly  20%  less 
than  their  for-profit  coun- 
terparts. The  gap  widens 
dramatically  in  the  senior 
jobs  because  there  is  no 
stock-option  equivalent  in 
nonprofits. 

What  may  compensate 
for  the  shortfall  is  what 
•John  Raynolds  HI,  presi- 
dent of  Outward  Bound 
USA,  believes  is  the  psy- 
chic income  gained  by 
working  for  a  good 
cause.  "I  make  a  fraction 
^  of  what  I  used  to  make 
in  business,"  he  says, 
"but  I  wouldn't  trade  it 
for  the  world,  because 
I've  been  able  to  make  a 
difference."  Raynolds'  Be- 
yond Success  (Master  Me- 
dia Ltd.,  $19.95),  written 
with  his  wife,  Eleanor,  is  an- 
other worthwhile  primer. 
NO  CINCH.  Don't  expect  a  non- 
profit career  switch  to  be  a 
Cakewalk,  though.  Many  for- 
profit  managers  think  they 
can  work  miracles  overnight, 
only  to  find  that  change  can 
be  harder  to  achieve  at  a  non- 


profit than  in  a  corporate 
ting.  The  reason:  You  o 
can't  order  low-paid  staff 
volunteers  to  do  their  j 
you  have  to  persuade  t 
through  consensus. 

Listen  to  Richard  Schub 
who  left  Bethlehem  Steel 
vice-chairman  to  head  j 
American  Red  Cross:  "Fi 
you  do  everything  in  a  f 
bowl;  second,  you  are  wd 
ing  for  the  most  part  with  ] 
unteers;  and  third,  the  nau 
of  the  organization  dema 
full-time  leadership." 
adds:  "You  can't  ever  1 
manage;  you  have  to  leadj 

If  you  decide  you  don't 
working  in  nonprofits, 
member  that  a  stint  on  1 
side  of  the  fence  may  mail 
return  to  corporate  life  dl 
cult.  "It's  becoming  more[ 
ceptable,'"  says  headhuit 
Rafael  A.  Sierra  of  LanI 
Associates,  "but  you'll  1; 
some  stigma.  Some  will  \j; 
der  if  you  were  squeezed  i 
of  business  and  this  was  >f 
only  alternative  outside  k 
corporate  world."  I 

Even  so,  for  those  wanr 
more  than  a  paycheck  tli 
days,  the  nonprofit  altern:^ 
is  holding  greater  appeal  i 


ever. 


John  B 


Autos 


WHERE  THE  ONLY  LIMIT 
IS  WHAT'S  UNDER  THE  HOOD 


any  Americans  har- 
,bor  a  Mittyesque 
Idream  of  pressing 
the  pedal  to  the  metal  and 
feeling  the  thrill  of  all-out 
speed.  That's  not  legally  pos- 
sible on  U.  S.  roads.  But  on 
West  Germany's  autobahns, 
motorists  can  travel  as  fast  as 
their  vehicles  can  carry  them. 
In  the  land  of  Porsche,  Mer- 
cedes, and  BMW,  that's  fast. 

Those  who  haven't  plied  the 
autobahns  might  expect  that 
being  run  off  the  road  by 
speed  demons  would  be  par 
for  the  5..30<j-mile  course.  Re- 
cently, I  spent  many  hours  on 
this  beautifully  engineered, 
immaculately  maintained  free- 
way system.  Not  once  did  a 
car  try  to  command  me  out  of 
its  way  with  its  headlamps. 


If  you're  going  to  keep  up 
with  the  Schmidts,  it  helps  to 
be  driving,  as  I  was,  a  BMW 
750il  at  speeds  of  up  to  130 
mph.  The  12-cylinder  engine 
handled  grades  and  wide-open 
stretches  in  stride.  It  took  me 
a  while  to  get  used  to  the 
smoothness  of  the  ride.  With 
the  windows  closed,  I  would 
easily  find  myself  cruising  at 
100  mph  with  no  sensation  of 
going  fast. 

SLOWPOKES.  At  such  speeds, 
you  must  be  able  to  reliably 
gauge  the  flow  of  traffic  in 
front  of  you.  It  can  be  con- 
gested near  big  cities  and  in 
truck-infested  international 
thoroughfares,  such  as  the 
stretch  along  the  Rhine  to- 
ward Basel.  And  you  must  al- 
low plenty  of  time  to  brake 


ON  THE  AUTOBAHN:  12  CYLINDERS  HELP 


for  an  exit  or  slow-moving  ve- 
hicles, such  as  the  two-cylin- 
der Trabants  chugging  out  of 
East  Germany. 

The  rules-don't-apply-to-me 
approach  could  never  work  on 
the  autobahns.  The  Germans 


scrupulously  obey 
clearly  marked  s 
slowing  them  dow 
120  kph  (72  mph),  s( 
times  even  90  kp 
mph),  in  densely  ] 
lated  areas.  At  the 
of  a  speed  zone,  d 
nal  lines  across 
blue  roadway 
cancel  the  limit. 

Statistics  show 
the  West  German 
way  system  is  rela 
ly  safe.  In  1988, 
country  had  2.4  dt 
per  10,000  vehi 
slightly  lower  thar 
2.5  rate  in  the  U. ; 
two  weeks  off  aii 
the  autobahns,  I  r 
even  saw  a  fe 
bender.  My  borr 
BMW  survived  the  road  e 
tionally  well.  Unfortunat< 
can't  say  the  same  about 
it  fared  off  the  roa 
swinging  garage  door  d( 
the  side  while  I  was  pai 
it.  Jack  Pluei 


170  BUSINESS  WEEK/^/IAY  21,  1990 


PERSONAL  BL 


ifth  Annual 


Ihe  readers  of  Business  WeekMve  designated  twelvM 
corporate  advertising  campaign^^tkui^/f^nd  best 
remembered  of  1989. 


Ihe  votes  of  our  readers  were  compiled  by  the  independent 
research  firm,  Starch  INRA  Hooper,  v/hich  measures 
advertising  readership  in  the  magazine. 

Representative  ads  of  the  winning  campaigns  are  shown  on  the 
following  pages.  In  an  advertising  category  with  the  highest 
creative  standards.  Business  Week  is  proud  to  recognize  these 
companies  for  Excellence  in  Corporate  Advertising. 
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AMOCO  CHEMICAL 
COMPANY 

MtKT  Cadieux 
President 

Bender,  Browning,  Dolby  & 
Sanderson/Chicago 


ANDERSEN  CONSULTING 

George  I  Shaheeh 

Managing  Partner 

Young  &  Rubicam/Hew  York 


mam 


BULL  WORLDWIDE 
INFORMATION  SYSTEMS,  INC. 

Roland  D.  Pampel 
President  &  CEO 

Ingalls,  Quinn  &  Johnson/Boston 


LovaBu 

SheS  the  voice  of  a  computer  networi< 

that  can  pinpoint  your  shipment 

arxi  win  your  heart  in  just  10  secgn^g# 


CHEMICAL  BANKING 
CORPORATION 

Waltek  ]/.  Shipley 
Chairman  &  CEO 

LG.F.E./New  York 


DIGITAL  EQUIPMENT 
CORPORATION 

Kehhhh  H.  Olseh 
President  &  Director 

Delia  Femina,  McHamee  WCRS/Boston 
Ketchum  Advertising/Pittsburgh 


U  FolcraJ  tjiprcsi,  i. 


■  than  ;?o.i:"jo 

To  handir  [host  c«Us  a  cfltKiitly 

iwark  buili  on 

cq>abili[ie  and  durd  parrv  q>pli- 

"Ouf  gOiJ  IS  to  jervarr  every 
cijjiiJtncT  [nquiry  wiihm  10  seconds 
If  that'i  a  problon  ai  i  paruculac 


mm 


Digitals  network 
management 

capabilities  help 

Federal  Express 

provide  the 
type  of  service 
our  customers 

expea-the  best." 


rs^ailit 


knowu^  What's  mere,  we  have  a 
mulii  irendorcotnpuicri.-pCTaion. 
and  Digjul's  flexibilitv  m  conncrt- 
hclpsuspro- 
ide  the  best  possible  iervici: 

levdofcv 

■c  capabdim 

imr  ioiiml  poini-Mcraphis  " 
The  mfmrdi  of  woti^ng  logMho. 

Dt^iiil's  pirmcn  networking 

:hat  ijperautm 
;i((nhct  and  irak  mort  rffiaemlv 
fodav,  vith  flexible,  reliable 
iworicing  cqjibilitKs  thai  enhance 

pmvide,  DigiuJ  gfva 
vovj  an  cleginity  simple  way  for 
WJi  pctjplc  to  wcrk  rogcthet  mote 
prodiynr^.  more  trcativcly,  ran 
cfficicnilv,  more  compeliiiveJy 

To  learn  mote,  wnie  lo  D^t«l 
tquipment  Corporatxjn,  129  Parka 
Kyi.  Mavnaid.  MA  01714  2198. 
U  mu  ioai  D^ai  soles  c^. 

wxy  to  wort  togrthti  Ulu: 
bcti»e  ~ 


Digital  gives  ui 


Digital 
has 
it 
now. 


EASTMAN  KODAK 

Colby  H.  Chahdler 
Chairman  of  the  Board  &  CEO 

J.  Walter  Thompson,  U.S.A.,  Inc./ 
Hew  York 


The  new  vision  of  Kodak 

i 

tnfomvtton  a  onh  ^gooda  yow  ability  lo 
s/wTf  H.  Kodiik  fun  wty^  to  make  imajpes  muttiply, 
•ftry  qurcMf,  iwherew  Ihry'rv  ttjnmg  from 
jndgotngto. 

tVhet/iff  th-'  inhxmMHjn  li  d-giViifd  to  the  rrtcfnory 
ol  d  mjinliame  of  PC.  itntvd  on  jn  opIKjl  d>i.k 
(lojwJ'i*  <i'0'""'C'T.>''''n.  fediA  his  d  vk-jy  ropot 
publiih  It  elecTfDfiifd/fy, 

s  the  country  Wah^ 
(he  imdjje  qualiry  W  ev*^  'n*^  wwWi 
prpowef  rmagmg  company  In  Ixt  1x1' 
JiJvancedccfuen  and  noo-impartpnnlifs  will 
put  imjge*  on  borfi  sides,  then  collaieand 
vup'p  (he  pagei  In  tokir  when  you  neeiJ  il 

and  -.ervKe  in  (he  businesi 

in  pho((J^{^J(V'^  VVt-  .in^ 
im^nmg  fof  moir  dHiA  on  imign  thsl  mrw 
huarmvs.  eft  1 900  44S-6325,  bl  9MO 


FUJITSU  LTD. 

Takuma  Yamamoto 
President 

Asian  Advertisers,  Inc.Aokyo 


HOW  FUJITSU  HELPS 
A  LEGENDARY  RAILROAD 
MAKE  HISTORY. 


lo  upgrade  Itie  nelwoV. 

TOP  COMPUTER  AND 
COMMUNICAnONS  MAKER 


SETTLED  THE 
AMERICAN  WEST 


MesL  cafiymg  hundrecls  ol  thousands 


■Mlh  100000  emplovees,  arvual  sates  of 
S18  bdiori.  and  piotecb  complelsd  m  a 
hundred  courtnes  A  lugTi-lBch  giar*  that's 
a  rnajo"  lorce  m  the  ^obal  u*)rnatCTi 
reMAitnn.  fuplsi  ^ave  Uruon  PacAc 
a  muA-rioaai  irtegrated  voce  and  data 
corvnuriicatiorK  syaom  thai  e  the  nod 


r*Vf«e&  and  a  repuaDon  >a  lar  s 
thmMng  in  mery  a^^rt 
tnduckng  *s  remaf1>able 


NAnONWlDE 
NETWORK 

n  Pacific  owns  a  pnvEie  ■ 


twns  The  system  wR  I 
upgrade  CLi3ame>  servce  and  h«ip  the 
rsiroad  teep  fnafcmg  hslory—  helping 


1  the  world  Cownng  te 
I  mrfes  nafionwide  and 
a  ralroadS  cernral  nerv 


FUjITSU 


LOCKHEED  CORPORATION 

Daniel  M.  Tellep 
Chairman  of  the  Board  &  CEO 

McCann-Ericlfson,  Inc./Los  Angeles 


Innovation 


1HE  ZULUS  AND 

Utihzinq  5uch  deceptive  tactics,  ttie  Zulus  misled 
ChelmstOfd  mto  spJilting  hs  army  and  tatung  had  ol 

ventina  him  Irom  tindir>g  them  Modern  battle  now 
more  than  ewr.  tavors  tlie  s«Je  with  tlie  most  ettecDw 

HJCTROMC  WARNUHE  Br.^ 

unOe'  LotO  CheimstorO  invaded  Zululand  ir>  soulhem 
AtriCd  10  claim  il  as  Crown  property  The  campaign 

It  on  a  wild  goose  chase  Id  the  southeast 

Meanwhile,  from  the  riorlh,  tfie  main  Zulu  impi 
ol  20,000  attacked  the  remainder  Ot  the  Engfeh  lorce 
relaxed  ai  tlie  base  camp  at  Isandhlwana  The  sur 

etectronic  techr>otogy 

While  the  Zulus  used  deception  lo  help  Itiem  win 
a  batHe,  that  tectrc  is  now  inlsrwDven  inlo  «er>  asuect 
ot  detense  From  the  mwement  and  inientions  ot  vast 

was  eiDecied  to  be  owr  belore  the  month  was  oul 
Bui  the  Zulus  proved  lo  be  no  walkmeis 
Among  their  marry  military  latenE  was  their  use 
Ol  deception  One  tnck  was  lor  an  imp  (the  eQuivaleni 
ol  a  drvjSKXi)  ID  contJeiise  its  lormalKxis  so  the  enem^ 

onse  wascompleC  Tt»e  British  wre  massacred  ArxJ 
ChetmslDrd.  heanng  ot  tt>e  disaster,  retreatd  to  Natal 
The  Zulus  were  apoly>r>g  a  timeless  pnrx;iple  ol 
warfare  Deception  A  sin  in  everyday  Irte.  m  time  ot 
wrar  a  virtue  In  the  late  20lh  century  it  tias  become 

forces  dcwn  to  indnndual  encounters  befMeen  aircraft 
or  tanks,  electronc  deception  is  decisfve 

But  beyond  this,  electronc  technology  becomes 
decisive  on  the  grand  Strategc  lewl  For  a  is  pari  ot 
the  deterrence  tl^t  compels  potential  enemes  lo  find 

could  fwi  couni  Its  regiments  Anolhei  was  lo  haw 
small,  diwrswnary  groups  ol  SokJiers  dnw  herds  o' 
calBe  around  the  counlrys«Je,  rasng  dusl  arxl  decetv 
iPQ  the  enemy  as  lo  the  locatton  ol  the  main  Zulu  torce 

Nowadays,  the  pnmary  medium  ol  this  realm  ol 
warfare  IS  etectronic  Planes  tanks,  ships,  helicopters 
all  have  electronc  means  ol  finding  the  erterrry  or  pre- 
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SCHOnGUSWERKE 

WOLFGAHG  AdOLPHS 
Chairman  of  the  Board 
of  Management 

Media  Intensiv/Frankfurt 


TEXAS  INSTRUMENTS 
INCORPORATED 

Jerry  R.JuNKiMS 
Chairman,  President  &  CEO 

McCann-Erickson,  Inc./Dallas 


MegaChip  Technologies: 

Pawerful  Texas  Instruments  pnxessors  can  help  you  steer  a  smooth  and 
profitaUe  course  from  industry  dream  to  industry  standard- 


 ,  .  Texas 

5?  z.  Instruments 


THE  TIMKEN  COMPANY 

J.F.  JooT,  Jr. 
President 

Blair  Advertising,  Inc. 
Rachester 


(tuifj  the  bullei  IS  newi  easy 

But  stvwal  y^ai%  ago.  when  The 
Tunkt-n  Company  brt  Ihe  bullet  and 
I  uinniilied  owr  it  hall  tMlLon  dtJlars 
n  I  build  AmOTca  s  first  aJloy  sleel  mill 
ti\  d  ifuarta  of  a  tentury,  ir  turned  out 
thai  w  Hot  TTBre  than  our  money's 


iefla  bearings  vw  re  now  malong 

XJlOllI 

Whwrh  IS  why.  after  much  ti)ns«dCT 


then- 

inwstments  in  steel,  as  wtrll 

Hum  will  w  spend  tt"* 

On  the  new  pmducls,  manulactur 
ing  laalfties  and  anything  else  it  will 
lake  to  bnng  >^>u  wnply  the  best 
tapOTd  rcdkr  beanngs  and  quality 
alk^  steel  air^-wt^eni*  in  the  wrld 

But  perhaps  ewn  more  imporlant 
than  /lou' we're  spaxfing  It.  is  why 
w  re  speiMSng  it 

The  future 

Youn.and<w^ 

It's  why  The  Timken  Company  has 
and  will  contijiue  li '  spend  ewry 
penny  oettssafy  lo  supply  yuu  with 
the  supswir  prwhuts  and  prm.«ses 

And  rt  s  why.  e%Wi  though 
fully  oqKCl  this  latest  bdbon  In  take 
both  bl  us  a  k>ng  way.  if  vk  n^v^  lo, 
wH  do  ouctty  what  you  d  ocpeti 
usiodo 

We'll  doit  agaui 

The  Timken  (!i>mpaiiv,  C-anLim, 

A  NEW  BREED  OF  SUPPLIER 


TIMKEN 


Bank  America.  Ch»M.  Amtrlca^  top 
banki  have  mora  In  common  than  an 
uncommon  ability  to  tuccted. 

Twonty-thrae  ol  the  25  most  powerful 
U.S.  banks  also  share  an  ability  to 
put  their  best  and  brightest  ideas  into 
action— with  Unisys  bankinc  solutions. 

With  branch  automation  that 
improves  customer  service  and  lower 
costs.  With  modular  host  systems 
and  networks  that  inteerate  customer 
and  market  data  to  create  new,  or 
modify  existing,  products.  With  industry 
leading  processing  systems. 

Banks  of  ail  sizes  depend  on  Uniiyi 


Fortune  500 
manufacture 


cts  to  mi 
it  plant  0 
irtdi  Ian 
the  trad 


scheduling  am 
manulacturini 
Today  our  C 
Manufacturing 


success  on  ^ 
our  computers. 


reduce  costs  and  control  proceues. 

By  focusing  on  manufacturing,  and 
better  understanding  how  to  contribuM, 
we  help  more  than  15.000  customers 
worldwide  manage  people,  material, 
machines,  money  and  time-your  most 
critical  resources- 

And  in  leading  the  drive  to  open 
architecture  using  industry  standartta. 
we  make  products  that  work  with  other 
information  systems.  That  protects  your 
existing  investment  while  allowing  you 
to  exploit  new  opportunities. 

If  you're  looking  to  manufacture 
profiu  as  well  as  products,  call 
1-800-547-B362  today. 

UNISYS  AND  YOU 
The  power  of' 


UNISYS 


UNISYS  CORPORATION 

James  A.  Unruh 
CEO  &  President 

Young  &  Rubicam/New  York 


19  8  8 
Amoco  Chemical 
BP  America 
CSX 

Digital  Equipment 

Fujitsu 

Honeywell 

Lockheed 

NEC 

Texas  Instruments 

Timken 

Unisys 

Xerox  Financial  Services 


19  8  7 

Amoco  Chemical 

Chemical  Bank 

Digitol  Equipment 

Honeywell 

IBM 

NEC 

Norfolk  Southern 
Southwestern  Bell 
Texas  Instruments 
Xerox  Finoncial  Services 


19  8  6 
AT&T 

Allen-Bradley 
Amoco  Chemical 
BellSouth 
CSX 

Digital  Equipment 

Eaton 

Fujitsu 

Honeywell 

NEC 

Texas  Instruments 
Timken 


19  8  5 
AT&T 

Allen-Bradley 
Amoco  Chemical 
CSX 

Greyhound 

Honeywell 

Koppers 

Lockheed 

Raytheon 

Timken 
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to  Companies 

gives  the  starting  page  for  a  story  or  fea- 
3  significant  reference  to  a  company.  Most 
;s  ore  incJexecJ  under  their  own  names, 
s  listed  only  in  tables  are  not  included. 


CyCore  Systems  148 
D 


Dean  Witter  Reynolds  166 
Delta  Air  Lines  43 
Digital  Equipment  44 
Dimensional  Foods  95 
Donaldson,  Lufkin  & 

Jenrette  144 
Dr  Pepper/Seven-Up  144 
Du  Pont  48 

Duty  Free  International  108 


Eastern  Air  Lines  43 
Echelon  Development  154 
Electronic  Data  Systems  22 
Erzon  42 
Eurocom  74 


Falcon  Microsystems  150 

Fiat  65 

Finnleo  167 

First  Notional  Bonk  of 

Chicago  78 
Fleetwood  Enterprises  104 
Foote,  Cone  &  Belding 

Communications  74 
Ford  65,  104 
Forstmann  Little  134 


Gillette  98 
Gish  Biomedical  102 
GM  10,22,52,65,98 
Greyhound  Lines  45 
Grumman  57 
Gruntal  146 

Guardian  Technologies  95 
Gulfstream  Aerospace  134 

H 


H&R  Block  48 
Harcourt  Brace 

Jovonovich  141 
HDM  74 
Heiwo  143 
Helo  167 

Memo  Innovations  42 
Hemosol  42 
Herlitz  Group  124 
Hertel  124 

Hewlett-Packard  44,  151 
Hicks,  Muse  140 
Hitachi  92 

Home  Team  Sports  68 
Honeywell  57 
Hughes  Aircraft  57 


IBM  48,74,78,  150 
ICH  140 

Independent  Life  &  Accident 

Insurance  78 
Infocost  10 


International  Television 

Films  143 
InterVoice  112 


Japan  Associated 
Finance  143 

Japan  OTC  Equity 
Fund  143 

Joy  Jacobs  105 

K 


Kompa  124 
Kasler  90 
Kelly  Group  46 
Kiewit  Pacific  90 
Kimberly  Quality  Care  105 
Kraft  52 


L'Oreol  74 

L.A.  Gear  105 

L.L.  Bean  56 

Land's  End  56 

Levi  Strauss  143 

Liberty  78 

Lomas  Financial  48 

Lotus  Development  44,  150 

M 


Maccabees  Mutual  Life 

Insurance  140 
Marriott  43 
MasterCard  52 
Matsushita  Electric  92 
Mattel  56 
Memorex  Telex  143 
Merrill  Lynch  68,  166 
Messner  Vetere  Berger 

Carey  Schmetterer  74 
Metallgesellschaft  124, 

132 

Metropolitan  Life  46 
Microsoft  150,  151,  154 

Minomi  Kuyshi-Coca 

Colo  52 
Mitsubishi  92 
Morris  (Philip)  74 


Nosscor  167 
Navistar  52 
Nestle  74 
Nippondenso  95 
Nissan  92 

Nomura  Securities  143 
North  Face  56 
Northfield  Laboratories  42 
Northwest  Airlines  43 

o 


Oak  Tree  Savings  52 
Odyssey  International  56 

P 


PaineWebber  Group  134 
Pan  Am  52 
Perot  Systems  22 
Pierre  Matisse  134 
Pittler  124 

Portland  Trail  Blazers  154 
Presidential  Life  141 


Procter  &  Gamble  52 
Prudentiol-Boche  166 
Publicis  74 


Republic  Airlines  43 
Rexhall  Industries  104 
Rolex  68 

Rosewood  Financial  140 
Roux,  Seguelo,  Coyzac  & 

Goudord  74 
Royal  Insurance  140 

s 


Sootchi  &  Sootchi  74 
Sanyo  92 
Shearson  Lehman 

Hutton  48,  166 
Sierra  On-Line  112 
Silicon  Graphics  44 
Silk  Greenhouse  102 
Smith  Barney  Harris 

Uphom  166 
Software  Publishing  150 
Software  Toolworks  102 
Somotogen  42 
Sony  92 
Sotheby's  134 
Southern  California 

Edison  46 
Southland  142 
Southhfe  140 
Southwestern  Bell  48 
Spinnaker  Software  154 
Sports  Channel  68 
Sun  Microsystems  44 

T 


TCBY  Enterprises  102 
Teledyne  78 
Texas  Air  43 
Thor  Industries  104 
Time  Warner  48,  144 
Togai  InfraLogic  92 
Torchmork  78,  140,  141 
Toshiba  92 
TWA  52 


U-Houl  46 
UAL  45 
Unitrin  78 
Univision  142 
USLife  141 
US  West  10,48 
USX  52 


Visa  52 

Volkswagen  65,  124 

w 


Waldboum  146 
Wehco  Medio  158 
Wells,  Rich,  Greene  74 
Weyerhaeuser  56 
Whitman  42,  148 
Winnebago  104 
WordPerfect  44 
WPP  Group  74 

X 


Xerox  48,98 
Y 


Yes  Clothing  105 
Young  &  Rubicom  74 


Zenith  Data  Systems  150 


Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 
Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  ne//  opportunities 

•  new  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National/ Regional/Custom 

FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street.  Suite  200 
Woburn,  Massachusetts  01801 
(617)  932-3939  •  FAX  (617)  932-6335 
TLX;  497-2961  CRPTECH 


nCHT 
HEART 
DISEASE. 
KIDNEY 
DISEASE 


Support 
the  American 
.Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  die  American  Diabetes 
Association,  you  fight  some  < 
of  the  worst  cfeeases  of 
our  time. 


)meA 
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XEROX  J 


Some  of  the  best  features 
don't  come  in  the  box. 


Mm 
u 


When  you  buy  a  copier,  don't  forget 
you're  also  buying  a  company. 

And  when  the  name  on  the  box  is 
Xerox,  you  gel  a  lot  more  than  a  copier. 
You  get  a  company  dedicated  to  your 
complete  satisfaction. 

For  example,  only  Xerox  offers  a  three- 
year  warranty  on  all  desktop  copiers 
that  it  makes-  that's  12  times  longer 
than  any  other  manufacturer. 

Xerox  also  gu;irantces  copy  quality. 
So  you  can  be  ure  your  20,000th  copy 
will  be  just  as  good  as  your  first. 

Equally  unique  is  our  guarantee  to 
provide  parts  and  service  for  all  our 


copiers  for  up  to  seven  years. 

Add  to  that  the  fact  that  every  Xerox 
copier  is  backed  by  the  best  supplies 
and  the  best  service  organization  in  the 
business. 

And  that  — when  it  comes  to  documents 
—  no  company  has  more  experience  than 
Xerox. 

All  of  which  are  just  a  few  of  the 
reasons  that  Xerox  was  recently  honored 
with  the  Malcolm  Baldrige  National 
Quality  Award. 

So  make  your  next  copier  a  Xerox. 
And  get  the  best  features  in  a  copier- 
plus  the  best  features  in  a  company. 


For  information  about  any 
Xerox  copier,  call  1-800 
TEAM-XRX.  Ext.  250A. 


Xerox 


't  I9')()  Xt.kOX  IS  J  irademark  of  XtROX  CORPORATION 
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52-week  change 
12.1% 


BONDS 

May  3-9  May      Nov.  May 


■  350  1500 


■  345  1350 
342  86 


1  -week  change 
+  2.5% 


•  340  1200 


■  335  1050 


Shearson  Lehman 
Treasury  Index 


52-week  change 
+  1.5% 


Moy  3-9 


1  -week  change 
+  1.5% 


fHE  DOLLAR 

May      Nov.      May     May  3-9 


■  1260  100 


1200  80 


1 1 70  70 


52week  change 
-2.1% 


(ET  ANALYSIS 


%  change 


CKS 

latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

;S  INDUSTRIALS 

2732.9 

1.6 

15.1 

90-DAY  TREASURY  BILL  YIELD 

8.0% 

8.2% 

8.8% 

ANIES  (Russell  1000) 

178.1 

2.3 

12.5 

30-YEAR  TREASURY  BOND  YIELD 

8.9% 

9.0%, 

9.1% 

MPANIES  (Russell  2000) 

161.1 

1.2 

-2.8 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.4% 

3.3% 

ANIES  (Russell  3000) 

189.8 

2.2 

8.9 

S&P  500  PRICE/EARNINGS  RATIO 

15.7 

15.1 

12.0 

STOCKS 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

Latest 

Week 

52-week 

S&P  500  26-week  moving  overage 

339.6 

339.5 

Positive 

FINANCIAL  TIMES  100) 

2170.0 

1.5 

2.5 

Stocks  above  26-week  moving  overage 

34.3% 

28.4%, 

Neutral 

KKEI  INDEX) 

30,945.6 

2.6 

-9.0 

Speculative  sentiment:  Put/call  ratio 

0.29 

0.39 

Neutral 

(TSE  COMPOSITE) 

3464.0 

3.7 

-3.1 

Insider  sentiment:  Vickers  sell/buy  ratio 

0.89 

0.88 

Positive 

BRIDGE  INFORMATION  SYSTEMS  INC, 


EK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  S2-week 

Price 

11.1 

20.3 

GOLDEN  NUGGET 

26.8 

58.5 

34% 

AND  LOANS 

10.9 

1.1 

GOLDEN  WEST  FINANCIAL 

17.3 

28.0 

28 

DUaORS 

6.8 

33.8 

MOTOROLA 

12.5 

53.7 

721/4 

ER  SOFTWARE  AND  SERVICES 

4.9 

12.6 

COMPUTER  ASSOCIATES  INTL. 

15.5 

-22.2 

14% 

ER  SYSTEMS 

4.5 

-0.9 

TANDEM  COMPUTERS 

11.8 

56.4 

26 

EK  LAGGARDS 

%  change 
4-week  52-week 

Weokest  stcKk  in  group 

%  change 
4-week  52-week 

Price 

FATE  INVESTMENT  TRUSTS 

-11.2 

-29.3 

MONY  REAL  ESTATE  INVESTORS 

-39.3 

-47.7 

41/4 

CE  BROKERS 

-10.5 

7.1 

ALEXANDER  &  ALEXANDER 

-13.2 

-2.1 

233/4 

TIME 

-10.3 

-35.7 

HANDLEMAN 

-25.3 

-39.8 

135/8 

INING 

-10.1 

20.1 

ECHO  BAY  MINES 

-25.0 

-11.9 

12 

a  LOANS 

-8.7 

-1 1.2 

HOUSEHOLD  INTERNATIONAL 

-13.9 

-18.0 

42% 

lAL  FUNDS 


MORNINGSTAR  INC 


lotal  return 

% 

LAGGARDS 
Four-week  total  return 

% 

PANESE  SMALL  COMPANY 

9.4 

USAA  INVESTMENT  GOLD 

-13.9 

PAN  GROWTH 

6.2 

UNITED  SERVICES  NEW  PROSPECTOR 

-13.8 

E  PRICE  SCIENCE  &  TECHNOLOGY 

5.5 

BENHAM  GOLD  EQUITIES  INDEX 

-13.4 

otol  return 

% 

52-week  total  return 

% 

f  SELECT  ENERGY  SERVICE 
NTINENTAL  SMALL  COMPANY 
STRATEGIES 

42.2 
41.3 
36.2 

PRUDENT  SPECULATOR  LEVERAGED 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

ROCHESTER  GROWTH 

-23.0 
-19.3 
-14.9 

S&P  500 
4-week  total  return 


;rage  fund 
52-week  total  return 


riVE  PORTFOLIOS 


ounts 

the  present 
(10,000 
Bne  year 
ch  portfolio 

!S  indicate 
>tal  returns 


U.  S.  stocks 
$11,375 

-1-2.94% 


Treasury  bonds 
$10,973 

-1-2.41  % 


nil 


Money  market  fund 
$10,724 


+  0.15% 


Gold 
$9,931 

+  1.45% 


DATA  RESOURCES  INC. 


0 

Foreign  stocks 
$9,926 

+  4.49% 


this  page  ore  as  of  morket  close  Wednesday,  Moy  9,  1990,  unless  otherwise  indicated, 
ips  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


May  8.  Mutual  fund  returns  are  as  of  May  4,  Relative  portfolic 
explanation  of  this  page  is  available  on  request. 


.  are  valued  as  of  Moy  8.  A  more  detailed 
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SAYING  NO  TO  ANOTHER 
'SLIDE  BY'  BUDGET . 


It  happens  every  spring.  Just  about  the  time  that 
the  National  Basketball  Assn.  playoffs  start  turning  seri- 
ous, Congress  "and  the  White  House  decide  that  the 
federal  budget  deficit  is  once  again  a  problem  worthy  of 
their  attention. 

This  year,  we've  reached  that  point.  President  Bush  has 
invited  Democratic  and  Republican  congressional  leaders  to 
begin  talks  on  deficit-reduction  measures.  And  once  again, 
the  President  is  dropping  tantalizing  hints  that  if  the  stars, 
the  moon,  and  the  Democrats  line  up  just  right,  he  might 
consider  yielding  a  bit  on  tax  increases. 

Unfortunately,  without  a  major  change  in  position  by  all 
parties  to  the  debate,  the  deficit  is  likely  to  go  beyond  the 
$150  billion  of  recent  years.  The  ballooning  cost  of  the  s&L 
bailout — which  could  cost  taxpayers  as  much  as  $500  bil- 
lion— has  already  devoured  the  "peace  dividend"  and  will 
more  than  offset  the  effects  of  the  minor  spending  cuts  that 
Bush  and  the  Democrats  are  likely  to  agree  on. 

It's  time  to  get  serious.  Major  deficit  reduction  demands  a 
substantial  tax  increase  and  major  changes  in  Social  Securi- 
ty and  medicare  benefits.  This  doesn't  mean  that  income-tax 
rates  should  be  raised;  Ronald  Reagan's  income-tax  cuts  are 
having  too  beneficial  an  effect  on  the  economy.  But  the  time 
has  come  to  harmonize  our  tax  structure  with  those  of  the 
other  leading  industrial  countries.  That  demands  higher  con- 
sumption taxes,  which  would  include  a  national  gasoline  tax, 
luxury  taxes,  and  "sin  taxes"  on  cigarettes  and  alcohol.  The 
U.  S.  taxes  gasoline  a  paltry  24$  per  gallon  while  West 
Germany  taxes  $1.46  and  Japan  $1.62.  And  a  national  sales 
tax  or  a  value-added  tax  should  be  put  high  on  the  agenda. 

Government  spending  apart  from  defense  is  up  7.5% 
this  year.  Entitlements  accounted  for  40%  of  spending  in 
1989,  up  from  31%  in  1970  and  25%  in  1960.  We  can't  cut 
federal-spending  growth  without  Congress  capping  the  in- 
dexation that  is  built  into  Social  Security  and  other  benefits. 
It's  perfectly  possible  to  cut  the  deficit  by  $100  billion  with- 
out raising  marginal  income-tax  rates.  The  odds  are  that 
Congress  and  the  Administration  will  again  avoid  the  hard 
choices.  They'll  bargain  for  months,  then  come  up  with 
another  "slide  by"  budget  agreement  that  allows  them  to 
meet  deficit  targets  on  paper  only.  The  American  public 
deserves  better.  It's  not  that  hard  to  give  it  to  them. 


. .  AND  MAKING  DEFENSE 
IT  SMALLER  NEEDS 


It  t  here's  one  place  to  cut  costs,  it  is  in  military  spending. 
Ij. '■■'■rstandably,  Americans  who  are  old  enough  to  re- 
mem;  )er  our  pell-mell  rush  to  demobilize  and  disarm 
after  World  War  II  are  anxious  not  to  repeat  that  mistake. 
It  invited  aggressive  policies  by  Communist-bloc  countries, 
and  it  probably  led  to  the  Korean  War. 


There's  no  valid  comparison,  however,  between  the  p| 
tical  and  military  conditions  then  and  now.  World  War 
left  Western  Europe  debilitated,  facing  massive  Russ 
occupying  forces  in  Eastern  Europe  and  a  Soviet  regim^ 
Moscow  with  an  expansionary  doctrine.  Now,  Western  ||i  j 
rope  is  strong.  Eastern  Europe's  upheavals  have  shatte|l^ 
the  Moscow-led  Warsaw  Pact,  the  Soviet  economy  is  i^ 
steep  decline,  and  the  Soviet  Union,  itself,  faces  the  threaf 
dissolution. 

Of  course,  Moscow  is  still  a  nuclear  power,  and  the 
must  keep  an  adequate  nuclear  deterrent.  But  60%  of 
entire  U.  S.  military  budget  goes  for  the  defense  of  West] 
Europe,  mainly  against  the  threat  of  a  Soviet  attack  vl 
tanks  and  other  conventional  forces.  But  that  threat  is  raf 
ly  disappearing. 

Americans  who  have  lived  most  of  their  lives  during  I 
cold  war  ought  to  urge  Congress  and  the  Bush  AdminisI 
tion  to  waste  no  time  in  scaling  down  U.  S.  defense  spenq 
to  more  appropriate  dimensions.  A  number  of  exper 
defense  believe  that  the  245,000  American  troops  curre| 
in  West  Germany  can  be  negotiated  back  to  50,000. 
bigger  threat  now  is  not  from  the  Soviet  Union  but  fror 
continuing  economic  and  social  drain  of  military  expd 
tures  that  are  disproportionate  to  the  country's  reaf 
defense  needs. 


CUT  HEALTH  COSTS, 
NOT  HEALTH  CARE 


Oregon's  health  care  system  is  embarking  on  a 
ful  experiment  that  may  be  an  augur  of  what 
store  for  the  rest  of  the  nation.  On  May  2,1 
state's  Health  Services  Commission  released  a  list  of  1^1 
medical  procedures  that  it  ranked  by  effectiveness  accon 
to  their  cost,  the  number  of  persons  the  treatment  ok 
help,  and  a  patient's  condition  after  treatment.  Then, 
state's  lawmakers  will  match  their  health  care  bu(  f^SO 
against  the  costs  and  eliminate  the  least  cost-effec  ^iSlvti 
treatments. 

By  imposing  limits  on  high-priced,  high-technology  ( 
Oregon  will  be  able  to  expand  basic  coverage  to  every  ]  'sole 
person  in  the  state.  These  efforts,  while  laudable,  ha^  i003 
troubling  downside:  The  policy  is  likely  to  lead  to  avoid 
deaths.  That  burden  will  doubtless  fall  disproportionate! 
the  poor,  who  no  longer  will  have  access  to  certain  me*' 
procedures.  And  the  policy  puts  the  cart  before  the  hors 
cuts  back  on  care  without  making  any  attempt  to  cuti 
actual  costs  of  treatment,  especially  those  for  unnecesi 
surgery. 

Yet  rationing,  troubling  as  it  is,  will  surely  gain  curr " 
among  health  care  payers  across  the  country.  The  unlin* 
costs  of  U.  S.  medical  miracles  are  bumping  up  againsii' 
limits  of  available  funds.  We  are  heading  inexorably  to^  ■ 
allocation  of  health  care  on  the  basis  of  cost  analysis.  I,;l) 
tech  medicine  is  driving  us  toward  this  kind  of  system. '1 
we  must  make  strenuous  efforts  to  cut  costs  befort'"' 
leap  into  the  arms  of  institutionalized  triage  imposed  > 
computer. 
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So  youVe  the  guys  opening  that  temporary  office  out  West? 


a're  going  to  need  office  furniture . 
at's  when  we  ride  to  the  rescue, 
're  America's  furniture  rental 
den 

^e  offer  a  whole  range  of  styles, 
ditional  to  contemporary.  You 
)ose  brand  new  office  furniture- 
n  rent  it  by  the  month.  Or  you 
1  take  advantage  of  an  extraordi- 


nary new  program  that  we're  pioneer-   comparison.  Nobody  can  out-gun 


ing,  Rent-To-Own.  It's  like  buying 
your  office  furniture-without  a 
major  capital  outlay 

You  can  also  buy  furniture  out- 
right from  our  showrooms.  We  offer 
famous  brands,  and  we  also  man 
ufacture  our  own.  Nobody  can  match 
our  quality  on  a  dollar  to  dollar 


us  on  delivery  either  Try  24  hours! 

By  the  way  Aaron  Rents  &  Sells  is 
your  best  bet  for  residential  furniture, 
too.  So,  don't  make  a  move  without  us. 


Call  1-800-545-8014 
For  Our  Free  Brochure 
And  For  The  Location 
Of  The  Nearest  Showroom. 


ecause  Everybody  Shouldn't  Buy  Aaron  Rents  &  Sells 

Office  &  Residential  Furniture 


All-new  Cutlass 
reme  Convertible 


ifl^oducing  a  car  you  just 
can't  top.  The  all  new  1990 
Cutlass  Supreme™  convertible. 


It's  got  a  3.1-liter  V6  engine 
with  multiport  fuel  injection. 
Four-wheel  disc  brakes  and 
four-wheel  independent  sus- 
pension. A  rear  window  made 
of.glass,  not  plastic,  for  better 


visibility  The  full  back  seali^ 
room  for  three.  More  than  rrst 
convertibles,  for  more  fun.,'M[p 
the  support  bar  adds  structiil '  ■ 
stability  wliile  minimizing  \n( 
on  passengers.  i 


^    .  MrntMwin  Ml  rHILIPS  ►  J&J'S  NEW  STRATEC 
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Electron  gun  technology  may  not 
be  a  household  word . . . 


Scientists  explore  the  atomic  world  with  our  electron  microsco 


Hitachi's  electron  gun  technology  (EGT)  affects 
your  life  in  ways  you  may  not  have  even  imagined. 
It  is  involved  in  the  advancement  of  medicine. 
Chemistry.  Aerospace.  Electronics.  Biotechnology. 
Computers.  New  materials. 

And  that's  a  short  list. 

In  fact,  this  technology  can  be  found  in  products 
ranging  from  electron  microscopes  to  super  pro- 
jection televisions. 

Hitachi  is  a  world  leader  in  electron  microscopy. 
As  the  greatest  secrets  of  the  universe  lie  within 


the  realm  of  the  atomic  world,  our  efforts  herei 
made  a  profound  impact  upon  science.  EGT  i 
the  reason. 

It  allows  unprecedented  levels  of  resolutici 
extremely  powerful  magnifications  —  an  elusi  - 
combination  until  now. 

We  built  the  world's  most  advanced  elect  n 
microscope.  To  give  you  an  idea  of  its  power, 
imagine  discerning  a  grain  of  sand  on  the  mc  ; 
From  your  back  porch. 

Closer  to  home,  our  dual  focus  EGT  sysan 


i' 1990  Hit.Khi  Lid  All  nulus  reserved       1  he  inset  .ib.ivc  left  shuw.  a  highly  mdgnilied  i 


;  oi  Liliaeeae  (lily)  pollen    TV  pieture  simulated 


. .  3ut  it's  showing  up  in  more  and 
more  households. 


Our  bright  and  vivid  Ultravision  TVs  are  out  of  ttiis  world. 


;ible  for  the  exceptionally  sharp  and  bright 
found  on  Ultravision,  our  super  projection 
the  first  television  to  deliver  800  lines  of 
on.  An  incredible  feat. 
I'll  agree  that  picture  quality  is  simply  stun- 
:ihaps  the  best  you've  ever  seen, 
don't  think  of  us  solely  for  electron  gun 
ogy.  We  re  a  US$48  billion  international 
ition.*  With  160,000  employees.  And  over 
'  products  —  everything  from  optoelectronic 
:ed  circuits  to  electric  shavers. 


Perhaps  more  importandy,  Hitachi  is  synony- 
mous with  outstanding  quality  and  reliability 
Which  is  even  more  reason  to  keep  our  name  on  the 
tip  of  your  tongue. 

*USS48,496  million,  net  sales  for  the  year  ending  March  31,  1989.  US$1  =  ¥132 


0  HITACHI 

Hitachi,  Ltd,  Tokyo,  Japan 


Lhtil  no\\5  this  is 

and  word  process 


Use  Microsoft 
Excel  and  Microsoft 
Word  for  Windows 
and  you'll  no  longer 
be  saddled  with  the 
problem  of  combining 
words,  numbers  and 


graphics.  You  see,  they  were  designed  t) 
work  together  Which  means  they  shai- 
a  good  deal  more  than  a  name. 

Like  data  for  instance.  Now  yo 
can  cut  and  paste  words,  tables,  chart 
and  numbers  to  your  heart  s  content. 
From  any  document,  in  either  prograii. 


Far  nuirc  inlinnuilion.  mil  (SOD)  541 12(^1.  Dept.  L'i.  Outside  the  U.S.  and  Canada,  eall  (206)  8H2-8661.  In  Canada,  eall  (416)  673-76.38.  (011990  Microsoft  '-.rf 


w  spreadsheets 
;  worted  together. 


what  you  see  is  what  you  get.Trmishted 
that  means  the  image  on-screen  looks 
precisely  like  the  final  document. 

Something  that  will  save  you 
more  than  a  few  trips  to  the  printer 

Beyond 
sharing  the 

same  overall      ™      ^hoes,  ud. 


ic  Euiopcan  Operauoni  S 


With  Microstjft  Excel  atul  Word,  yon  can  make  a 
(iuniee  in  a  spreadsheet  and  autmnatically  update 
(im  Ward  diinon  nl\  vnu'rc  linked  ( h  rfre  n7^r; 


What's  more,  these  products  are 
[sed  on  the  Microsofi;  Windows  envi- 
nment,  an  approach  that's  not  only 
herently  easy  to  use,  but  rapidly  be- 
ming  the  industry  standard. 

It  is  this  environment  that  allows 
r  com.plete  and  total  WYSIWYG.  Or, 


physical  ap- 
pearance, these 
applications 
also  share  sim- 
ilar commands. 
So  when  you've 
mastered  one, 
you'll  have  a 
solid  under- 
standing of  the 
other  as  well. 

And  sui'- 
prisingly  using 
Microsoft  Excel 
and  Word  together  requires  very  little 
brain  power  All  you  need  is  a  286/386 
computer  with  2  megabytes  of  random 
access  memory.  Also  known  as  RAM. 

For  more  information  on  how 
smoothly  these  products  work  together, 
call  (800)  541-1261  Dept.  L3. 

Before  you  get  roped  into  buying 
the  wrong  product. 

Mkmsoft 

Making  it  all  make  sense" 


wrved.  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Making  it  all  make  sense  and  Windows  are  trademarks  of  Microsoft  Corporation. 


i:iiMUt4.-^sv/^irsT;r; 


1989 

The  production  index  was  up  sharply  for  the  week  ended  May  5.  On  a 
seasonally  adjusted  basis,  output  of  trucks,  electric  power,  crude-oil  refining,  and 
steel  increased.  Auto,  coal,  and  paperboord  production  declined,  as  did  rail-freight 
traffic.  Paper  and  lumber  output  were  unchanged  from  the  previous  week.  Prior  to 
the  calculation  of  the  four-week  moving  average,  the  index  rose  slightly,  to  179.9, 
from  179.6  a  week  earlier. 

BW  production  index  copyright  1990  by  McGraw-Hill  Inc. 


The  leading  index  continued  to  slide  for  the  week  ended  May  5.  Higher  boncl 
yields,  a  large  decline  in  materials  prices,  and  slower  growth  in  real  estote  loanJ 
offset  the  positive  signals  from  higher  stock  prices  and  o  sharp  drop  in  the  number  ol 
business  failures.  The  growth  rate  for  M2  was  unchanged  from  the  previous  weekl 
Before  calculation  of  the  four-week  moving  overage,  the  index  rebounded  slightly,  tq 
212.6,  from  212.4  in  the  prior  week. 

Leading  index  copyright  1990  by  Center  for  Internotional  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ° 
ago 

%  Change 
year  ago 

STEEL  (5/12)  thous.  of  net  tons 

1,960 

1,941  # 

0.1 

AUTOS  (5/12)  units 

138,863 

133,262rc 

-13.1 

TRUCKS  (5/12)  units 

90,442 

90,294r  # 

2.7 

ELEaRIC  POWER  (5/12)  millions  ot  kilowatt-hours 

51,158 

52,403  4± 

3.2 

CRUDE-OIL  REFINING  (5/12)  thous.  of  bbl./day 

13,029 

13,017:t|: 

-0.8 

COAL  (5/5)  thous.  of  net  tons 

19,851  # 

19,771 

5.1 

PAPERBOARD  (5/5)  thous.  of  tons 

723.6# 

744.3r 

0.5 

PAPER  (5/5)  thous.  of  tons 

778.0  # 

771. Or 

3.6 

LUMBER  (5/5)  millions  ot  ft. 

518. 0?r 

524.5 

13.0 

RAIL  FREIGHT  (5/5)  billions  of  ton-miles 

20.3 

20.3 

3.0 

Sources:  American  Iron  &  Steel  Inst,,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA-',  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/16) 

152 

157 

139 

GERMAN  MARK  (5/16) 

1.64 

1.64 

1.97 

BRITISH  POUND  (5/16) 

1.68 

1.68 

1.62 

FRENCH  FRANC  (5/16) 

5.54 

5.23 

6.66 

CANADIAN  D0LUR(5/16) 

1.18 

1.17 

1.19 

SWISS  FRANC  (5/16) 

1.40 

1.41 

1.76 

MEXICAN  PESO  (5/16)^ 

2,819 

2,815 

2,438 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  m  dollars. 

in  units  per  L 

.  S.  dollar,  except  for 

PRICES 

latest 
week 

Week 
ago 

7^  Change 
year  ago 

GOLD  (5/16)  $/troy  oz. 

369.850 

370.300 

-0.6 

STEEL  SCRAP  (5/15)  #  l  heavy,  $/ton 

1 1 1.50 

1 1 1.50 

-5.5 

FOODSTUFFS  (5/14)  index,  1967=  100 

230.4 

228.8 

1.2 

COPPER  (5/12)c./|b. 

125.1 

125.0 

-5.3 

ALUMINUM(5/i2)c'/lb. 

72.3 

71.3 

-28.4 

WHEAT  (5/ 12)  #2  hard,  $/bu. 

3.98 

4.17 

-13.9 

COTTON  (5/12)  strict  low  middling  1-1/16  in.,  ^/Ib. 

72.63 

72.34 

15.1 

LEADING  INDICATORS 


I 


latest 
week 

Week       %  Ckmi 
ago        year  t\ 

STOCK  PRICES  (5/1  DS&P  500 

344.24 

334.30            1  i 

CORPORATE  BOND  YIELD,  Aoa  (5/11) 

9.54% 

9.62%  -j 

INDUSTRIAL  MATERIALS  PRICES  (5/n) 

103.8 

103.3 

BUSINESS  FAILURES  (5/4) 

271 

308  2< 

REAL  ESTATE  LOANS  (5/2)  billions 

$366.6 

$366.1  1 

MONEY  SUPPLY,  M2  (4/30)  billions 

$3,275.5 

$3,271.6r  < 

INITIAL  CUIMS,  UNEMPLOYMENT  (4/28)  thous. 


350 


372 


2(i 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Durj 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seosj 
ally  adjusts  data  on  business  failures  and  real  estate  loans.  j 


MONTHLY  ECONOMIC  INDICATORS 


latest 
month 

Month 
ago 

%Chtiii 
year  | 

HOUSING  STARTS  (Apr.)  annual  rote,  thous. 

1,245 

1,321 

CONSUMER  PRICE  INDEX  (Apr ) 

128.9 

128.7 

— 

REAL  GROSS  WEEKLY  PAY  (Apr.) 

$164.57 

$164.22r 

— 

INDUSTRIAL  PRODUQION  (Apr.)  total  index 

108.7 

109.1r 

 f 

Sources:  Commerce  Dept.,  BLS,  Federal  Reserve 

Board 

 [ 

MONETARY  INDICATORS 


latest 
week 


Week 
ago 


%  Chor^ 
year  .i 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Reseorch  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


MONEY  SUPPLY,  Ml  (4/30) 

$805.4 

$805.7r 

BANKS'  BUSINESS  LOANS  (5/2) 

327.0 

325.3 

FREE  RESERVES  (5/2) 

823r 

451  r  t 

NONFINANCIAL  COMMERCIAL  PAPER  (5/2) 

149.0 

148.4  2: 

Sources:  Federal  Reserve  Board  (in  billions,  exce 
a  two-week  period  in  millions). 

pt  for  free  reserves. 

which  are  expressed 

1  MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Yeai 
ag< 

FEDERAL  FUNDS  (5/i5) 

8.34% 

8.20% 

9.7; 

PRIME  (5/16) 

10.00 

10.00 

1 1.5C 

COMMERCIAL  PAPER  3-MONTH  (5/15) 

8.21 

8.28 

9.4^ 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/16) 

8.30 

8.39 

9.4? 

EURODOLWR  3-MONTH  (5/9) 

8.39 

8.58 

9.8; 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  date  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimoted  and  not  listed)  include  machinery  and  defense  equipmi 
)  =  Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA=  Not  available         r  =  revised         NM  =  Not  meaningful 


6  BUSINESS  WEEK/MAY  28.  1990 


In  the  universe 


OF  FINANCIAL  SERVICES, 


-S:^'APOWERRJLFOR^ 

.  lion  of  capital,  the  SunAmerica  ¥C  pMpPpllVFP 
'  companies  offer  some  of  the    K\J  fjlVIljlVvJil  iVl* 

•  ■  ,    most  sought-after  financial  services  in  America. 

Tax-deferred  savings  plans.  14  mutual  funds.  Financial 
planning.  Investment  counseling.  And  trust  services. 

Together,  our  three  life  insurance  companies,  Sun  Life, 
Anchor  National  and  First  SunAmerica,  rank  among  the 
top  1%  of  all  U.S.  life  insurers  in  assets. 

Our  three  NASD  broker-dealers,  Royal  Alliance, 
SunAmerica  Securities  and  Anchor  Financial,  form  ,    ;  • 

the  largest  independent  financial  planning  network 
in  America. 

.■•  ■ ,       SunAmerica  Asset  Management  is  one  of  the  nation's 

top  performing  money  managers.  And  Resources  Trust  is 

one  of  the  largest  trust  companies  in  the  United  States. 
When  looking  for  secure  investments,  strong  perform- 
:  ..    ance  and  sound  financial,  advice,  look  to  SunAmerica. 

The  safe  place.  And  make  your  future  a  brighter  one. 


vr  ^  SunAmerica  ' 

^  •        Making  The  FuTORE  Brighter 

•     .             1-800-445-SUN^        •            ^  v 
•  •  •   

11601  Wilshire  Boulevard,  Los  Angeles.  California  90025-I748  ' 
^      The  ^unAmerica  Companies  are  wholly-owned  subsidiaries  of  Broad  Inc.  (NYSE:BR0).  ■ ,  ' 

■  •      -  ■ '  •      .  ■  .  *    ,  ■. 

Life  Insurance  Company  of  America  ~  Los  Angeles  •  Anchor  National  Life  Insurance  Company  ~  Los  Angeles 
■  i  .,  '         •    , First  SunAmerica  Life  Insurance  Company -New  York  • 
SunAmerica  Asset  Management  Corp.  -  New  York  •  Anchor  National  Financial  Services  ~  Phoenix  , 
yal  Alliance  A.ssociates  ~  New  York  •  SunAmerica  Securities  ~  Dallas  •  Re.sourtes  Trust  Company  -  Denver. 


:'s  a  perfect  partnership, 
i/ie  benefit  from  GM's  manufacturing  experience 
nd  they  benefit  from  our  experience 
1  high  technology.' 


.99 

Malcolm  R.  Currie 
Chairman  of  the  Board  &  CEO 
Hughes  Aircraft  Company 


We've  got  the  manufacturing 
jertise  of  the  largest  company 
the  world  behind  us.  And  we're 
ing  full  advantage  of  it. 

General  Motors  executives  are 
>rking  hand  in  hand  with  us  at 
ghes  Aircraft  Company,  offer- 
;  valuable  insights  into  ways  of 
itinually  improving  our  manu- 
turing  processes. 

In  turn,  they're  benefiting 
m  our  technological  knowhow 
J  from  our  industry's  advanced 
^ineering  techniques. 

HUGHES  HELPING  GM 

In  factory  automation,  we're 
Iping  GM  link  all  their  systems 
ctronically.  So  they  can  improve 
;  interface  between  people,  peo- 
:  and  machines,  and  machines 
;mselves. 

With  OUT  systems  engineering 
perience,  we're  showing  GM  the 
of  simultaneously  designing 
i  engineering  automotive  prod- 
ts.  So  they  can  make  sure  those 
)ducts  are  designed  precisely 
:ording  to  how  they'  U  be  manu- 


factured, and  any  potential  mod- 
ifications can  be  made  before  they 
ever  become  a  problem. 

GM  automobiles  are  even 
beginning  to  incorporate  Hughes 
technologies  once  reserved  for 
high-speed  aircraft.  An  example 
is  the  Head-Up  Display  (HUD), 
which  projects  information  into 
the  driver's  field-of-view  Seemingly 
"floating "  above  the  front  bumper 
of  the  car  is  a  continuous  speed- 
ometer reading,  as  well  as  turn  sig- 
nals and  high  beams,  as  required. 
With  HUD,  drivers  can  always 
keep  their  eyes  on  the  road. 

GM  HELPING  HUGHES 

In  turn,  GM  is  showing  us 
how  to  improve  process  flow.  One 
example  is  reducing  the  distance 
parts  have  to  travel  for  assembly, 
cutting  production  time  and  costs. 

GM  is  also  helping  us  cut  costs 
through  penny-wise  cost  con- 
sciousness. And  now  we're  begin- 
ning to  calculate  production  costs 
down  to  the  very  last  penny,  and 
become  more  cost-efficient. 


Most  importantly,  we're  bene- 
fiting from  GM's  expertise  in  pre- 
cision high-volume  electronics 
manufacturing,  to  meet  the  grow- 
ing demand  for  our  product. 
One  example  is  the  application 
of  just-in-time  inventory  tech- 
niques in  manufacturing  missiles. 
They've  helped  us  improve  our 
product  quality  and  response 
time  to  customers,  while  reducing 
costs  by  eliminating  non-value 
added  tasks. 

SYNERGY 

General  Motors  and  Hughes. 
Two  companies  combining  their 
knowledge.  And  each  becoming 
stronger. 

And  I'm  proud  to  say  these 
two  companies  will  continue  to 
help  one  another  Sharing  a  com- 
mitment to  our  customers  to 
develop  innovative  technology 
and  produce  our  products  effi- 
ciently and  affordably. 

Hughes.  Exploring  mw 
worlds  through  technology. 


ghes'  Currie  with  Head-Up  Display 
lutomotive  simulator. 

W  Hughes  Aircraft  Company 


Subsidiary  of 
GM  Hughes  Electronics 


IN  THE  TRADITION  OF 

THE  MANDARIN  SINGAPORE 


The  Mandarin  Singapore  has  a 
proud  tradition  of  extending 
gracious  service  and  superior 
comforts  to  all  who  pass 
through  its  doors.  From  far  and 
near,  all  who  seek  The  Man- 
darins abundant  luxuries  have 
never  been  disappointed  From 
the  splendour  of  the  Lobby  to 
the  extravagance  in  every 
room,  no  expense  has  been 
spared  in  making  our  deluxe 
hotel  an  enclave  of  opulence. 
Live  the  life  of  luxury. 


Inlhttridilionofempenn. 


n3  Orchard  Road,  Singapore  0923 
Tel  737  441  I  Fax  732  236!  Tlx  RS  2IS28  MANOTEL 

!..![.rp,eniej  by  'Th^^^adin^arJs of IhrWtHd.  and      ui.ll  ln,tr,mi>.n«l 


:iAniMKin  siwiafore 

iriTERMATIOrlAL 


I.  orporate  OHice  333  Orchard  Road   Singapore  U/J  i  Tel  ;!7.14ll  Fav  ?f2  2«il  lele\  RS  2  I  S2»  MANOTEL 

Regional  Sales  Offices  -  Tel  Australia/New  Zealand  1021  247  6677/247  9668  •  Hong  Kong  S-241  71  7  •  japan/Korea  (03|  797  3661 

•  Malaysia  I03|  261  3306  •  Thailand  1021  234  2844/234  3422  •  The  Americas-Eastern  Region  (2I2|  838  7874/Western  Region  (21  3|  627  0185 

•  UK/Europe  107  II  583  5212 
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SOME  TIPS  ON  PLAYING 
CATCH-UP  WITH  THE  JAPANESE 

Your  article  "A  smarter  way  to  man- 
ufacture" (Special  Report,  Apr.  30) 
was  an  excellent  review  of  what  it  will 
take  for  U.  S.  companies  to  begin  to 
catch  up  with  the  Japanese. 

It's  a  mistake  to  think  that  Japan's 
current  economic  woes  will  make  it  easi- 
er for  U.  S.  companies  to  compete  with 
the  Japanese.  Because  Japan's  compa- 
nies have  so  many  new  products  in  the 
pipeline,  a  slowdown  in  capital  improve- 
ment and  R&D  spending  will  hardly  make 
any  difference. 

Some  companies  in  the  Midwest  are 
beginning  to  understand  that  their  only 
hope  is  to  learn  techniques  for  coupling 
fast  product  development  with  fast  man- 
ufacturing startup.  Let's  hope  the  lesson 
is  learned  fast  enough. 

Philip  A.  Himmelfarb 
Milwaukee 

As  one  who  spent  many  years  in  vari- 
ous aspects  of  product  develop- 
ment, both  commercial  and  military,  I 
suggest  that  the  concurrent  engineering 
team  described  in  the  article  failed  to 
include  what  should  have  been  one  of  its 
key  members:  someone  to  speak  for 
maintainability. 

The  military  is  well  aware  of  the  im- 
portance of  such  items  as  "maintenance 
man-hours  per  flight  hour."  The  one  mil- 
itary person  your  article  cites,  Lieuten- 
ant General  John  M.  Loh,  usaf,  is 
quoted  as  saying:  "We've  got  to  raise 
the  stature  of  the  manufacturing  and 
field-support  community  to  the  level  of 
design  engineer."  No  one  in  the  commer- 
cial field  seems  to  have  this  opinion. 

Byron  R.  Winborn 
Irving,  Tex. 

BEING  YOUR  OWN  BOSS 

MEAHS  PLEHTY  OF  PERKS  

■ was  somewhat  surprised  by  "Maybe 
being  your  own  boss  isn't  so  hot  after 
all"  (The  Corporation,  Apr.  16).  The  arti- 
cle claims  that  owners  of  private  compa- 
nies don't  earn  as  much  as  the  heads  of 
public  companies. 
Never  mind  the  salary.  What  is  the 


CORRECTIOHS  &  CLARIFICATIONS 

The  Business  Week  Global  Auto  Score- 
board (May  7)  listed  General  Motors 
Corp.'s  1989  net  earnings  as  $3,831  mil- 
lion. That  is  actually  the  amount  attrib- 
utable to  GM's  common  stock  and  ex- 
cludes earnings  attributable  to  Class  E 
and  Class  H  shares.  Including  those 
amounts,  GM's  net  earnings  were 
$4,224  million. 


total  package  worth?  What  is  the  value 
of  the  owner's  shares,  what  kind  of 
perks  does  he  enjoy,  what  about  salaries 
paid  to  members  of  his  family,  etc.? 
Also,  I  think  that  a  private-business 
owner  can  more  easily  claim  as  business 
expenses  expenditures  that  may  in  fact 
be  personal  expenses. 

I'm  not  yet  ready  to  cry  for  the  pri- 
vate business  owner. 

Sidney  S.  Rosen 
Cote  St.  Luc,  Canada 

THE  MBAs  OF  1970 

WERE  ONCE  IDEALISTIC,  TOO  

You  make  a  major  mistake  in  "A 
kinder,  gentler  generation  of  execu- 
tives?" (The  Corporation,  Apr.  23). 
You're  not  comparing  one  generation 
with  another,  but  rather  theory  with  re- 
ality (or  naivete  with  pragmatism).  A 
valid  comparison  would  have  been  mbas 
in  1970  with  1990"s  MBAs.  I  believe  you'd 
find  today's  managers  had  much  the 
same  idealism  20  years  ago.  One  hopes 
that  today's  new  MBAs  will  find  it  some- 
what easier  to  maintain  their  idealism 
with  the  progress  my  generation  has 
made  in  the  last  two  decades. 

Bruce  Bristow 
Vice-President 
DC  Comics  Inc. 
New  York 

COLLOR  DE  MELLO  IS  BRAZIL'S 
BRIGHTEST  HOPE  RIGHT  NOW 

Your  article  "Brazil's  one-way  ticket 
to  disasterville"  (Economic  View- 
point, May  7)  neglected  to  recognize 
where  Brazil  has  already  been  for  the 
past  several  years:  "Disasterville."  With 
hyperinflation,  unemployment,  and  gen- 
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He  helped  capture  and  convict 
70  car  thieves  and  save  over  200 
cars  from  "chop  shops!'  It  was  one 
of  many  sting  actions  Continental 
has  co-sponsored  to  fight  a  crime 
that  costs  consumers  and  insurers 
billions  of  dollars  a  year 

Chris  Scaturo, 
our  director  of 
security  and 
a  former  FBI 
special  agent, 
conceived  the 
operation. 
Undercover 
local  New 
Jersey  police  baited  the  thieves 
into  selling  their  "hot"  cars— and 
identifying  themselves.  Later  the 
police  hired  them  ostensibly  to 
drive  the  stolen  cars  to  a  nearby 
[X)rt.The  thieves  boarded 
trucks,  thinking  they  were  being 
taken  to  a  car-storage  facility 
Surprise!  They  went  to  a  jail 
instead,  and  were  convicted  on 
videotaped  evidence. 

Continental  has  a  lot  of  dedi- 
cated people  like  Chris  they've 
helped  make  us  a  leading 
property/casualty  insurer  They 
are  a  major  reason  why  we're  a 
strong,  solid  company... why, 
for  over  135  years,  we've  met  our 
ol)ligations.To  our  customers, 
employees,  distributors  and 
shareholders. 


)UR  CHRIS  SCATURO  MAY  BE  THE  REASON  YOUR  CAR 
>OESN'T  GET  STOLEN  TONIGHT. 


It.  Insi 


^K^r  Continental 
Insurance. 


There  when  it  counts. 


L 


era.]  distrust  of  the  government  long 
since  in  place,  President  Collor  de  Mel- 
lo's  actions  represent  the  first  decisive 
steps.  Ask  most  Brazilians,  and  after 
grumbling,  they'll  agree  that  this  bold 
plan  must  be  given  a  chance  to  succeed. 

Barry  M.  Schwartz 
New  York 

NEEDED:  A  COURT  SYSTEM 

fOR  DRUG  CASES  OMIY  

The  federal  courts  have  a  drug  prob- 
lem, and  the  nation,  a  catastrophe 
("The  federal  courts  have  a  drug  prob- 
lem," Legal  Affairs,  Mar.  26).  As  the 
general  counsel  of  a  BUSINESS  WEEK  Top 
1000  company  and  resident  of  a  large 
metropolitan  area,  I  can  testify  that  the 
drug  problem  is  destroying  both  the  le- 
gal and  social  systems  of  this  nation. 

Senator  Joseph  Biden's  proposed  legis- 
lation to  help  ease  the  extraordinary 
backlog  in  the  federal  court  system  is  a 
step  in  the  right  direction,  but  much  too 
little.  I  propose  that  a  separate  judicial 
system  be  established  for  drug-related 
cases  (similar  to  the  bankruptcy  court 
system)  to  concentrate  on  effectively 
dealing  with  these  cases.  Beyond  the 
chaos  caused  to  the  civil  calendar  by 
drug  cases,  the  greater  cost  is  the  inabil- 
ity to  have  effective  justice  for  criminal 
behavior,  which  makes  an  arrest  for  a 
drug  violation  almost  a  joke. 

I  strongly  believe  that  the  vast  major- 
ity of  Americans  and  businesses  would 
rally  behind  an  annual  income-tax  sur- 
charge of  1%  or  2%  to  fund  such  a  sepa- 
rate judicial  system  and  perhaps  also  to 
expand  the  seriously  overcrowded  penal 
system.  More  education,  law  enforce- 
ment, and  rehabilitation  resources  are 
also  needed,  but  if  we  continue  to  permit 
our  federal  and  state  judicial  systems  to 
grind  toward  a  halt,  the  implications  are 
frightening. 

John  B.  Bartlett 
Senior  Vice-President 
Rorer  Group  Inc. 
Fort  Washington,  Pa. 

GLOBAL  MARKETING  DOESN'T 
WORK  SO  WELL  IN  THE  REAl  WORLD 

So,  it  looks  as  if  Professor  Ijcvitt  is 
intending  a  restaging  of  his  "Global 
Marketing"  thesis  ("Ted  I^vitt  is  back  in 
the  trenches,"  The  Corporation,  Apr.  9). 

For  many  of  us  who  are  active  profes- 
sionals in  the  field,  his  concept  has  al- 
ways been  rather  simplistic.  So  when  he 
complains,  "I'm  not  responsible  for  how 
they  use  my  idea,"  I,  for  one,  hope  that 
maybe  this  time  around  he'll  take  ac- 
count of  the  real  world,  the  one  in  which 
sloganizing  is  not  a  sufficient  basis  for 
s^ood  multinational  decision-making. 


where  complex  cultural  (and  other)  fac- 
tors make  life  richly  stimulating  rather 
than  prescribed. 

Roger  Neill 
Chief  Executive  Officer' 
Bozell  Europe 
London 

WHY  YOU  NEVER  SEE  ECONOMISTS 
DOWN  AT  THE  SUPERMARKET 

Economists  must  be  amazing  people 
("Inflation's  split  personality,"  Top 
of  the  News,  Apr.  30).  They  continue  to 
say  that  if  you  disregard  prices  for  food 
and  energy,  inflation  is  not  a  problem. 
They  must  neither  eat  nor  feed  their 
families,  nor  heat  their  homes,  nor  com- 
mute to  work. 

Arvid  R.  Bloom 
Fort  Collins,  Colo. 


THE  FUZZY  THINKERS 

INf  ESTING  THE  DEMOCRATIC  PARTY 

Regarding  "The  Democrats'  search 
for  a  road  out  of  the  wilderness" 
(Government,  Apr.  30):  Jesse  Jackson's 
and  Dick  Gephardt's  greatest  contribu- 
tions to  the  Republican  Party  lie  in  their 
being  Democrats.  It  appears  that  social- 
ism is  mortally  wounded  (if  not  dead)  all 
around  the  globe  except  in  the  hearts 
and  minds  of  these  fuzzy-thinking 
Democrats. 

William  F.  Staats 
Professor  of  Banking  &  Finance 
Louisiana  State  LIniversity 
Baton  Rouge,  La. 


PUT  THE  BITE  ON  THE 

FEDERAL  BUDGET  MANIPULATORS 

The  article  "Taxes:  I  hate  to  bring  up 
the  subject,  but  .  .  .  ,"  Economic 
Viewpoint,  Apr.  23)  by  Alan  Blinder  real- 
ly does  appear  to  improve  on  Dan  Ro.s- 
tenkowski's  tax  plan.  However,  he  does 
not  touch  on  the  most  important  point. 
Can  we  justify  an  increase  in  taxes  of 
any  form?  I  say  no. 

I  suggest  we  offer  another  way  to 
improve  Rostenkowski's  tax  plan.  Each 
time  one  of  the  budget  manipulators 
mismanages  the  taxpayers'  money,  we 
should  tax  their  income  an  additional 
0.57'^'.  We  might  see  a  balanced  budget 
after  all. 

Kevin  Macomber 
Charleston,  S.  C. 

ARE  THE  ARMIES  OF  NATO  AND  THE 
EAST  BLOC  JUST  'RELICS'?  

Your  editorial  in  favor  of  strengthen- 
ing NATO  ("A  smaller  NATO,  and  a 
stronger  one,"  Editorials,  Apr.  30)  is  ob- 
solete. The  French  have  stated  that  they 


would  respond  to  a  serious  invasionaf 
Germany  with  a  strategic  nuclear  att;k 
on  the  Soviet  Union.  Soviet  leaders  krv 
that  even  though  their  rockets  can  cv 
astate  Western  Europe,  they  cannot 
tack  French  and  British  rocket  foi 
without  incurring  a  very  serious  risk 
national  suicide. 

The  strategic  nuclear  standoff  ~ 
tween  England,  France,  and  the  Sov|t 
has  turned  the  large  armies  of  NATO,  'p 
Warsaw  Pact,  and  the  U.  S.  "umbreV 
into  costly  relics  which  can  have  nojj 
feet  on  the  outcome  of  a  European 
We  could  make  everybody  on  Ea| 
more  secure  and  balance  the  budget 
bringing  our  troops  home  and  cutt| 
our  nuclear  forces  to  a  size  sufficient  !i(r 
deterrence,  but  not  big  enough  fo  g 
credible  first  strike. 

Richard  C.  Raymijidj 
Santa  Barbara,  C;tf  I 

WHY  MADISON  AND  JEFFERSON  I 
ARE  'ROTATING  IN  THEIR  GRAVES'  I 

You  misstate  my  position  on  ■ 
problem  of  congressional  incumi  i 
cy  ("Congress,"  Cover  Story,  Apr.  It 
am  not  against  individual  members 
Congress  getting  reelected  more  ti 
once  or  twice.  I  am  against  a  sysn 
that  permits  even  bad  congressmen; 
be  reelected  virtually  in  perpetuity, 
need  to  reform  the  election-funding  y 
cess,  not  deny  the  people  their  riglii: 
reelect  a  good  man  or  woman. 

Our  Founding  Fathers  intended 
members  of  the  House  to  be  dire  ! 
responsive  to  their  local  electorate.  . 
today,  Washington-based  political-act 
committee  and  soft-money  funding  oi.' 
cumbents,  when  added  to  grotes ; 
franking  and  staffing  advantages  for  i 
cumbents,  has  converted  the  "peop  ; 
chamber"  into  a  challenger's  chambeol 
horrors.  We  have  outrageous  examjK 
of  incumbents  who  get  reelected  to  St 
House  despite  extraordinary  unetha 
behavior.  Taxpayers  are  forced  to  susi 
dize  the  reelection  of  members  m 
could  never  win  on  a  fair  playing  fid. 

The  incumbent-reelection  rate  of  i( 
House  is  now  higher  than  in  any  legia 
five  body  in  Eastern  Europe  except  iBt 
of  Albania.  Madison  and  Jefferson  n$' 
be  wearing  out  their  coffins  as  theyt) 
tate  in  their  graves. 

Newt  Gingrich  (R-t.. 
Republican  \^i^ 
House  of  Representat?^ 
Washing)! 

Letters  to  the  Editor  should  be  sent  to  Ree?n 
Report,  Business  Week,  1221  Avenue  of  the  A(sri 
cas.  New  York,  N  Y.  10020.  Fax:  (212)  512-454 
Telex:  12-7960,  Intl.  4998204.  All  letters  musin 
elude  an  address  and  daytime  and  evening  le 
phone  numbers.  We  reserve  the  nght  to  edit  lejrs 
for  clanty  and  space. 


10  BUSINESS  WEEK/MAY  28,  1990 


I 


There's  a  long  list  of  reasons 

to  think  of  us  first  for  flights  to  Europe. 


American 

Delta 

United 

Lufthansa 

Brussels 

Dublin 

Frankfurt 

Adana 

Friedrichshafen 

Naples 

Dusseldorf 

Frankfurt 

Algiers 

Geneva 

Nice 

Frankfurt 

Hamburg 

Amsterdam 

Glasgow 

Nuremburg 

Glasgow 

London 

Ankara 

Gothenburg 

Olbia 

London 

Munich 

Antalya 

Graz 

Oslo 

Madrid 

Paris 

Athens 

Hamburg 

Palma 

Manchester 

Shannon 

Barcelona 

Hannover 

Paris 

Munich 

Stuttgart 

Bari 

Helsinki 

Pisa 

Paris 

Basel 

Heraklion 

Porto 

Stockholm 

Belgrade 

Ibiza 

Prague 

Zurich 

Bergen 

Innsbruck 

Rome 

Bilbao 

Istanbul 

Saarbrucken 

Birmingham 

Izmir 

Salzburg 

Bologna 

Kiel 

Sofia 

Bremen 

Las  Pal  mas 

Stockholm 

T~(.  ■  ■ 

Bristol 

Leipzig 

Stuttgart 

Brussels 

Leningrad 

Tangier 

Bucharest 

Linz 

Thessaloniki 

Budapest 

Lisbon 

Toulouse 

Casablanca 

London 

Trieste 

Catania 

Lyon 

Tunis 

Cologne/Bonn 

Madrid 

Turin 

Copenhagen 

Malaga 

Valencia 

Dresden 

Manchester 

Venice 

Dublin 

Marseille 

Vienna 

Dusseldorf 

Milan 

Warsaw 

Faro 

Monastir 

Zagreb 

Forii 

Moscow 

Zurich 

Florence 

Munich 

Frankfurt 

Munster/Osnabruck 

With  88  European  destinations,  Lufthansa  has 
Europe  covered  from  A  to  Z.  In  fact,  we  fly  to 
four  times  as  many  cities  in  Europe  as 
American,  Delta  and  United  combined. 
And  in  all  of  these  cities,  and  in  many  more  to 
which  we  don't  even  fly  you'll  find  a  Lufthansa 
office  whose  staff  has  the  experience  to  help 
with  travel  arrangements,  hotels,  rental  cars  and 
much  more.  So  next  time  you're  planning  a  tnp  to 
Europe,  think  of  Lufthansa  first  and  you  won't 
have  a  reason  to  think  of  anyone  else. 


People  expect  the  world  of  us. 


Lufthansa 


Lufthansa  is  a  parlicipant  in  the  mileage  programs  of  United.  Delta, 
USAir  and  Continental/Eastern  See  your  Travel  Agent  for  details 


THE  COMPETITIVE  ADVANTAGE  OF  NATIONS 

5>  M.c^ae  E,  Pcrer 

Free  Press  •  855pp  •  S35 


WHY  WE  WEAR  ITALIAN 
SHOES— AND  THEY  DIG  MTV 


If  hefl  is  a  measure  of  value,  then 
Michael  E.  Porter's  new  book  Die 
Competitive  Advantage  of  Xatio)is 
is  worth  eveiT  penny  of  its  S35  price. 
Weighing  in  at  more  than  three  pounds, 
chockablock  with  tables,  maps,  and  foot- 
notes, the  work  is  the  product  of  four 
yeai*s  of  research  in  10  countries.  More 
than  30  people  assisted  Porter,  perhaps 
Han'ard  business  school's  most  famous 
professor,  in  documenting  the  attributes 
of  industries  and  nations  that  have  suc- 
ceeded in  the  international  arena.  It  was 
a  massive  undertaking  for  Porter  and 
those  who  helped  him — and  it's  a  huge 
undertaking  for  anyone  who  sets  out  to 
read  it. 


study  pro\ides  a  welcome  alternative. 
By  showing  how  different  industries  and 
different  nations  have  grown,  it  outlines 
ways  in  which  U.  S.  business  might  help 
itself.  Above  all.  Porter's  work  cele- 
brates the  d\iiamic  power  of  \igorous 
competition.  His  implicit  message  to 
Americans:  Stop  whiningi 

Porter,  who  sened  on  President  Rea- 
gan's Commission  on  Industrial  Competi- 
tiveness, launched  his  study  when  he 
gi*ew  frustrated  with  the  continuing 
U.  S.  debate  on  the  subject.  Drawing  on 
a  microanalysis  of  dozens  of  companies 
and  industi-ies.  he  identifies  four  critical 
elements  that  determine  success  in  de- 
veloping international  industries:  "fac- 


Intimidated?  Don't  be.  Even  Porter 
concedes,  in  his  mtroduction.  tliat  the 
book  can  be  read  selectively.  Want  to 
know  why  t\vo  small  regions  in  Italy — 
Valenza  and  Arezzo — account  for  a  S2 
billion  ti~ade  sui"plus  in  precious-metal 
jewelry  and  nearly  half  of  total  world 
jewelry  exports?  Want  to  know  why 
Germany  developed  an  expertise  in 
printing  presses  and  related  industries'? 
Want  10  know  how  Korea  managed  to 
develop  a  piano  industry"?  By  skipping 
around,  you  can  find  the  answers. 

But  the  book  is  far  more  than  a  trove 
of  infoi-mation  about  industries  around 
the  globe.  At  a  time  when  macroeconom- 
ic  policies  seem  inadequate  to  improve 
America's  competitive  stance.  Porter's 


tor"  or  supply  conditions,  demand  condi- 
tions, the  existence  of  supplier  and 
related  industries,  and  the  intensity"  of 
company  rivaln".  Government  policy  and 
chance  or  luck  play  lesser  roles. 

The  four  keys  to  success — which  Por- 
ter refers  to  in  gimmicky  but  easily  re 
membered  fashion  as  the  "diamond"— 
seem  unremarkable.  Yet  the  e\idence 
confu-ms  his  theory-,  and  he  comes  to 
some  noteworthy  conclusions.  First,  hav- 
ing a  deficit  in  certain  factors — say.  un- 
skilled labor  or  energy — may  spur  inno- 
vation. A  counay  blessed  with  ample 
natural  resources  isn't  guaranteed  suc- 
cess— witness  Australia.  The  U.  S..  of 
course,  has  a  wealth  of  resources  with 
which  it  has  managed  to  iiinovate  and 


become  the  world  leader.  But  Porn- 
speculates  that  the  U.  S.  may  have  ha<tt 
"too  easy." 

As  for  demand.  Porter  concludes  tv 
ha\ing  a  sizable  home  base  with  pir 
buyers  and  stringent  needs  is  a  necr 
saiy  precondition  for  selling  well  o\r 
seas.  Germany  and  Japan,  for  instar 
have  much  fussier  consumers  than  t 
U.  S.,  and  that  has  given  them  an  ec 
in  the  worldwide  marketing  of  high-qi 
\ty  goods.  The  U.  S.  market,  on  the  ot 
hand,  demands  convenience,  and  i . 
has  given  America  the  lead  in  the  m; 
marketing  of  such  items  and  services 
fast  food. 

The  third  point  of  the  diamond — 
development  of  suppher  and  related 
dustries — is  \ital  to  creating  Indus 
"clusters."  In  northern  Italy,  such  cL 
ters  are  beehives  of  acti\it}"  in  wi; 
ideas  flow  back  and  forth  between  m 
ufacturers  and  innovation  is  enhani; 
The  U.  S.  has  a  far  less-developed  ti-; 
tion  of  interaction  between  priman."  ni 
ufacturers  and  supphers. 

The  final  point  of  the  diamond  is  j 
haps  the  most  impoitant:  Companies  ; 
their  manager  fare  best  when  comp 
tion  is  intense.  The  more  the  merriei 
That  may  be  stating  the  ob\ious,  i 
Porter  senses  resistance  to  that  \i.> 
point  among  U.  S.  executives.  Amei 
has  reached  the  stage  of  developmc 
he  believes,  where  the  presen-atioiv 
wealth,  rather  than  the  creation  of  r 
indusuy  and  more  wealth,  has  beci;  . 
the  oveniding  concern.  Business  inert- 
ingly  seeks  to  shelter  itself,  thro, 
mergers  with  competitors,  protect 
from  foreign  inroads,  or  government  ^ 
sistance  in  research  and  developmer.' 

But  don't  assume  that  Porter  is  in  it 
laissez-faire  camp.  Here's  what  he 
ommends:  Antitrust  regulation  sho 
be  tightened.  Health-and-safet\"  regi 
tions  and  environmental  standa 
should  be  maintained,  even  toughe: 
where  necessar>".  Wages  should  be  r 
tively  high.  Such  consu-aints,  says  I 
ter.  ensure  that  businesses  innovate  ; 
evolve.  Macroeconomic  solutions,  s 
as  trjing  to  spur  sa\ings,  are  wor 
objectives.  But  only  if  managers 
forced  to  operate  under  pressure 
I  producti\it\".  the  key  to  prosperity-,  c 
tinue  to  grow. 

Porter's  wiiting  is  a  bit  flat,  and  i 
book  is  at  times  repetitive,  perhaps  > 
i  cause  he  is  mindful  that  some  rea( 
may  not  read  all  of  it.  But  these 
minor  flaws.  Tlie  Competitii-e  Adv 
tage  of  Nations  is  rich  in  lessons  a 
why  and  how  industries,  regions, 
nations  succeed  or  fail. 

BY  KAREN  PEN"  " 
Pennar  is  Bl'SISESS  WEEK'S  Eco>io>c- 
editor. 
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conomic  Viewpoint 


tools  out  of  the  Soviet  Union;  it  is  sim|p 
harming  U.  S.  producers.  In  the  rec( ' 
negotiations,  Bonn  insisted  that  unl.- 
the  entire  system  were  overhauled, 
would  go  its  own  way.  In  the  propo^ 
new  standards,  the  State  and  Commeii 
Depts.   persuaded  President  Bush 
overrule  Pentagon  objections,  and  i 
chine-tool  export  controls  will  be  libeii 
ized  substantially  for  both  the  Sovit 
Union  and  its  former  satellites.  Only  f 
most  highly  sophisticated  products  \ 
continue  to  be  restricted. 

In  the  case  of  computers,  howe\' 
the  Administration  takes  the  posit 
that  only  relatively  low-level  computi: 
can  be  decontrolled.  For  nearly  a  deca 
China,  with  a  brutal  regime,  has  bt 
allowed  to  purchase  more  sophistica 
Western  computers  than  those  that  m 
be  permitted  to  the  new  democracies 
Eastern  Europe.  This  policy  was  in  I 
with  the  West's  strategy  of  splitting  (  : 
na  from  the  Soviet  Union.  But  it  is  n.' 
preposterous  to  deny  to  democrat 
Czechoslovakia  and  Poland  comput' 
that  can  be  sold  freely  to  the  r.epress' 
Beijing  regime. 

CLEAN  HANDS.  In  telecommunicati( 
the  code-breaking  National  Secur 
Agency  and  the  Cl.^  persuaded  the  Wl  ■ 
House  to  hew  to  a  very  hard  line.  Alli 
ing  Eastern  Europe  to  buy  modm 
Western  telephone  technology,  tijy 
warned,  would  make  their  phones  hart 
to  tap.  The  current  Administration  pi 
tion  sets  one  level  of  decontrol  for  E; 
ern  Europe,  another  for  Russia, 
bans  the  export  of  modern  dig 
switches  to  both.  "You  can  teleph( 
Paris  from  Peking  using  modern  Alct 
technology,"  says  a  French  official,  " 
not  from  Budapest."  If  the  Adminis 
tion  doesn't  back  off,  Budapest,  Prag 
and  Warsaw  will  get  modern  phone  s 
tems  all  the  same — only  they  will  h; 
names  like  Alcatel  and  Siemens  inst 
of  AT&T  and  Northern  Telecom. 

The  Bush  Administration  positionj 
only  the  first  step  in  coming  to  teti^ 
with  the  new  global  reality.  We  do  n'l 
to  retain  a  system  of  streamlined  ex]!; 
controls  to  keep  genuinely  militii; 
goods  out  of  the  hands  of  terrori; 
criminals,  and  outlaw  nations.  But  if 
U.  S.  pushes  for  too  hard  a  line  on  El- 
West  trade,  our  NATO  allies  will  (|l 
CoCom,  and  the  whole  system  coj 
crumble. 

The  tragedy  in  all  this  is  that  the  L  I. 
is  the  one  great  power  that  comes  D 
Eastern  Europe  with  clean  hands.  '  E 
Czechs  and  the  Poles  don't  want  fi 
dom  from  the  Soviet  political  orbit  cj 
to  become  satellites  of  a  united  Gerfe- 
ny.  They  are  eager  to  buy  U.  S.  hpi 
technology — and  heaven  knows,  .VnH- 
can  companies  need  the  business.  A 


BUSH'S  SOFTER 
TRADE  STANCE: 
A  DAY  LATE  AND  A 
DOLLAR  SHORT 


BY  ROBERT KUTTNER 


The  Administration's  easing 
of  controls  on  liigh-tech 
exports  to  Eastern  Europe 
and  Russia  doesn't  go  nearly 
far  enough — and  puts  our 
European  and  Japanese  rivals 
squarely  in  the  catbird  seat 


ROBERT  KUHNER  IS  ECONOMICS 
CORRESPONDEMT  FOR  THF  NEW  REPUBLIC 
M  iD  AUTHOR  OF  THE  LIFE  OF  THE  PARTY 


The  Bush  Administration's  new  posi- 
tion on  East-West  export  controls, 
announced  early  this  month,  has 
been  hailed  as  a  breakthrough.  In  fact,  it 
is  just  the  beginning  of  a  dawning  recog- 
nition that  the  economic  cold  war  is  over. 
Ever  since  1949,  the  U.  S.  and  its  NATO 
allies  have  sponsored  an  export-control 
system  to  keep  sophisticated  technol- 
ogies, both  military  and  civilian,  out  of 
the  East  bloc.  During  the  Reagan  Ad- 
ministration, the  line  hardened  under  the 
influence  of  assistant  Defense  Secretary 
Richard  Perle.  Washington's  botched  at- 
tempt to  deny  Western  technology  to  a 
pipeline  project  to  carry  Siberian  natural 
gas  to  Western  Europe  nearly  ruptured 
NATO  in  1982.  Afterward,  a  ranking 
French  official  facetiously  declared  that 
he  wanted  to  erect  a  statue  of  Perle  on 
the  Atlantic  coast  of  France;  thanks  to 
Perle,  he  said,  Europe  now  knows  that  it 
cannot  rely  on  the  U.  S.  and  must  devel- 
op its  own  technology. 

As  the  cold  war  has  faded  and  as  the 
U.  S.  has  ceased  to  monopolize  key  tech- 
nologies, our  NATO  allies  have  pressed 
hard  for  a  more  realistic  system.  A 
showdown  meeting  of  the  allied  Coordi- 
nating Committee  on  Multilateral  Export 
Controls,  known  as  CoCom,  is  scheduled 
for  June  7-8  in  Paris.  There,  according  to 
well-placed  sources  in  West  Germany, 
France,  Britain,  and  the  Bush  Adminis- 
tration, the  U.  S.  will  either  substantially 
soften  its  position,  or  the  whole  system 
could  be  dismantled.  Under  CoCom  pro- 
cedures, all  changes  must  be  unanimous, 
and  the  holdout  for  the  hardest  line  is 
invariably  the  U.  S. 

OBSOLETE  CONTROLS.  The  policy  shift 
announced  on  May  2  did  take  some  gen- 
uine steps  toward  liberalization,  much  to 
the  dismay  of  hardliners  at  the  Penta- 
gon. It  promised  a  broad  streamlining  of 
export  licensing  procedures,  which  the 
National  Academy  of  Sciences  estimates 
has  cost  U.  S.  business  upwards  of  $9 
billion  a  year.  Specifically,  the  Adminis- 
tration agreed  to  more  liberal  standards 
for  computers,  machine  tools,  and  tele- 
communications. And  in  the  case  of  ma- 
chine tools  and  computers,  the  Ameri- 
cans agreed  to  NATO  allies'  demands  to 
use  the  same  standards  for  both  Eastern 
Europe  and  the  Soviet  Union. 

Controls  on  machine  tools  have  not 
been  revised  since  1974.  They  limit  East 
bloc  exports  to  machine  tools  that  are  so 
crude  they  are  no  longer  made.  Allied 
nations  such  as  West  Germany  and  Ja- 
pan interpret  CoCom  rules  more  liberal- 
ly than  the  U.  S.  As  a  result.  West  Ger- 
many last  year  sold  the  Soviets  some 
$568  million  worth  of  machine  tools,  and 
Japan  sold  $122  million  worth.  U.  S.  pro- 
ducers sold  just  $1.3  million  worth.  The 
current  system  is  not  keeping  machine 
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;  not  that  we're  cramped  for  space 
ROLM.  Very  simply,  we  be  - 
!ve  that  every  moment  our  field 
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new  applications  like  CallPath." 

You  see,  at  ROLM  we  make  it 
our  business  to  know  yours.  And 

that's  something 
we  can't  do  sit- 
ting behind  a 
desk.  Or  stand- 
ing around  the 
coffee  machine. 
Which  means  as 
a  ROLM  cus- 
tomer, you'll  be 
seeing  a  lot  more 
of  our  people 
than  we  do.  And 
that's  fine  with 
us.  Because  we'll 
always  know  just 
where  to  find 
them.  And  so 
will  you.  For 
more  information,  please  call  us  at 


to  one  integrated  system  and 
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)w  to  use  it.To  improving  your 
ill  center  productivity  through 


WE  ASK  BETTER  QUESTIONS. 
YOU  GET  BETTER  ANSWERS. 

An  IBM  and  Siemens  Company 


mraii^l 


BY  GENE  KORETZ 


HOUSING  IN 

THE  '90s:  BUILT  ON 

SOLID  GROUND? 


The  housing  industry's  current  tra- 
vails and  the  specter  of  soft  home 
prices  in  parts  of  the  Northeast  and  Cali- 
fornia are  reviving  fears  of  a  housing 
market  bust.  According  to  the  Cassan- 
dras,  inflated  home  prices,  combined 
with  demographic  shifts  and  the  over- 
leveraged  state  of  many  homeowners, 
threaten  to  touch  off  a  price  collapse  in 
the  years  ahead.  Economist  Susan  Laka- 
tos  and  housing  analyst  Barbara  Allen 
of  Kidder,  Peabody  &  Co.  think  such 


REAL  HOME  PRICES  WENT 
NOWHERE  IN  THE  1980s 
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fears  are  vastly  exaggerated,  however. 

For  one  thing,  notes  Lakatos,  "home 
prices  are  far  less  inflated  than  they 
seem."  That's  because  median  prices 
simply  reflect  the  current  mix  of  houses 
being  sold,  and  in  recent  years  this  mix 
of  houses  has  been  skewed  toward  high- 
er-priced, larger  homes  with  lots  of  ame- 
nities. Since  1981,  the  nominal  median 
price  of  a  new  home  has  jumped  by 
nearly  807's  but  a  government  index  that 
factors  in  the  changing  cjuality  of 
houses  indicates  that  the  increase  is  clos- 
er to  24'^ — less  than  the  rise  in  inflation. 

In  other  words,  real  home  prices  actu- 
ally declined  a  bit  during  the  1980s 
(chart).  And  as  Allen  puts  it,  "that  un- 
dercuts the  argument  that  home  prices 
have  been  enjoying  an  unsustainable 
speculative  boom."  Although  prices  in 
the  past  decade  did  shoot  u{)  in  parts  of 
the  Northeast  and  California  (and  have 
recently  moderated  in  some  of  these  ar- 
eas), the  real  nationwide  boom  occurred 
in  the  1970s.  "Given  their  sluggish  per- 


formance during  the  1980s,  most  U.  S. 
homes  no  longer  appear  overpriced," 
says  Allen,  "and  they  are  unlikely  to 
weaken  unless  we  experience  a  very  se- 
vere recession."  Nominal  home  prices,  in 
fact,  continued  to  surge  higher  during 
the  1981-82  downturn. 

Similarly,  Lakatos'  and  Allen's  analy- 
sis indicates  that  fewer  than  57'  of  U.  S. 
homeowners  are  highly  leveraged  in  the 
sense  that  their  equity  in  their  homes  is 
IQ7<'  or  less.  And  most  people  don't  walk 
away  from  homes  even  if  a  price  drop 
temporarily  wipes  out  the  value  of  their 
equity  positions.  "It's  only  when  basic 
employment  declines  substantially  and 
stays  down,  as  occurred  in  Houston  and 
Denver  after  the  energy-price  collapse, 
that  we  see  home  prices  fall  significant- 
ly," says  Allen. 

Finally,  Allen  disputes  the  popular  no- 
tion that  housing  demand  in  the  1990s 
will  be  badly  damaged  by  a  sharp  de- 
cline in  the  number  of  25-to-34-year-olds, 
the  traditional  first-time  home  buyers. 
Home  ownership  rates  fell  to  a  new  low 
in  the  1980s,  she  says,  mainly  because 
many  baby  boomers  experienced  slug- 
gish income  gains. 

But  this  same  group  is  now  moving 
into  its  most  affluent  years,  and  Allen 
believes  that  many  who  deferred  home 
buying  will  finally  take  the  plunge  in 
their  late  30s  and  early  40s.  All  of  which 
suggests  that  "housing  demand  and 
home  prices  could  prove  far  stronger  in 
the  1990s  than  many  observers  expect." 


WHAT'S  BEHIND 
THE  CURRENT  CRAZE 
FOR  PAPER  MONEY 


Several  weeks  ago,  this  column  noted 
that  the  recent  rapid  rise  in  the  mon- 
etary base  is  almost  entirely  the  result 
of  a  surge  in  its  currency  component, 
which  has  exploded  at  a  double-digit 
pace  since  last  November.  Since  the  pub- 
lic's demand  for  cash  usually  declines  in 
periods  of  rising  interest  rates,  the  sud- 
den growth  in  currency  in  circulation  is 
highly  puzzling. 

Economist  David  L.  Littmann  of  De- 
troit's Manufacturers  National  Bank 
thinks  two  developments  explain  the 
surge.  First,  the  lifting  of  the  Iron  Cur- 
tain means  that  the  U.  S.  dollar,  always 
a  black-market  currency  in  Eastern  Eu- 
rope, is  much  more  easily  obtainable  in 
countries  like  Poland,  Hungary,  and 
Czechoslovakia,  where  economic  reforms 
are  subjecting  domestic  currencies  to 
rapid  devaluation.  "In  these  countries," 
says  Littmann,  "holding  dollars  is  like 
holding  gold." 
Second,  "tighter  antidrug  policies  are 


excluding  drug  dealers  from  convert  i 
cash  into  the  banking  system."  Both  f 
eral  agencies  and  banks  are  intensifyi^ 
efforts  to  detect  money-launderia 
schemes  and  suspicious  cash  transi; 
tions.  "The  result,"  says  Littmann, 
the  piling  up  of  huge  inventories  of  i 
deposited  dollars,  like  the  recent  ho; 
uncovered  in  Puerto  Rico,  where  $43  rv 
lion  was  reportedly  buried  on  a  farm 


WITHOUT  DETROIT'S 
FILLIP,  OUTPUT 
RUNS  OUT  OF  GAS 


Economy  watchers  who  spy  a  rec  [ecia 
ery  in  manufacturing  had  better  k 


twice  at  the  Federal  Reserve  Board's 
cently  revised  index  of  industrial  prod 
tion,  advises  Leonard  Lempert,  editor 
Statistical  Indicator  Reports.  The 
vised  index  shows  considerably  m( 
weakness  in  1989  than  the  old  index 
a  sharper  decline  last  January.  ButF 
also  shows  a  stronger  comeback  in  F: 
ruary,  and  the  March  estimate  puts  p 
dustrial  production  at  a  new  high. 

The  problem  is  that  the  improveme 
seems  largely  due  to  the  auto  sector. 
Fed  index  excluding  autos  and  tru( 
shows  some  improvement  throu; 
March.  But  the  March  reading,  wh: 
partly  reflects  the  indirect  effects  of  •  > 
auto  upturn,  is  no  higher  than  Decc 
ber's.  "Since  auto  output  plummeted; 
April  and  second-quarter  auto  prod 
tion  plans  are  below  actual  output  pd 
ed  in  any  quarter  of  last  year,"  s;,- 
Lempert,  "it's  hard  to  believe  we 
seeing  a  sustained  revival  in  indust 
production."  Btn 
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THE  LATEST  DEFICIT 
NUMBERS  ARE 
TRULY  NUMBING 


aver 


Simple  arithmetic,  says  econon" 
William  V.  Sullivan  Jr.  of  Dean  V 
ter  Reynolds  Inc.,  "indicates  that 
budget  deficit  for  fiscal  1990  is  now  li 
ly  to  exceed  $180  billion."  The  deficit 
the  first  half  has  already  come  in 
$150.9  billion,  the  highest  red-ink  t(llOl|| 
for  this  period  on  record.  And  the  b  1(55 
second-half  peformance  during  the  ( 
rent  recovery  was  last  year's  $23.7 
lion  shortfall. 

"Factor  in  the  continuing  weakness 
individual  and  corporate  income  tax 
ceipts  plus  the  budgetary  impact  of 
interest  rate  rise,"  says  Sullivan,  " 
we  may  be  looking  at  a  $180  billion  d 
cit  this  fiscal  year — excluding  spend 
on  the  thrift  crisis." 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


EMEMBER  THE  INFLATION  SCARE? 
MAT'S  ALL  IT  WAS 


rhe  data  have  finally  caught  up  with  reality.  Strong- 
seeming  numbers  earlier  this  year  suggested  that 
the  economy  had  more  pizzazz  than  it  actually  did. 
latest  reports  on  the  state  of  business  at  the  start  of 
current  quarter  set  the  story  straight.  The  economy 
lired  in  a  slowdown,  and  inflation  is  looking  a  lot  less 

y- 

pecial  factors — mainly  weird  weather — exaggerated 
first-quarter  data.  Record  cold  in  December  pushed 
the  price  indexes.  Record  warmth  in  January  and 
ruary  fueled  untimely  surges  in  buying  and  building, 
in  April,  retail  sales,  industrial  production,  housing 
ts,  and  payrolls  all  began  the  second  quarter  looking 
dedly  weak.  And  the  price  indexes  at  both  the  pro- 
ir  and  consumer  levels  cooled  off  considerably. 

The  latest  numbers  made  the 
financial  markets  positively  gid- 
dy. The  data  don't  suggest  re- 
cession, but  they  are  soft 
enough  to  allay  all  those  first- 
quarter  fears  that  inflation  was 
exploding.  The  bond  market  ral- 
lied sharply,  pushing  down 
rates  on  30-year  Treasury  bonds 
to  below  8.6%  on  May  14,  from 
as  high  as  9%  only  two  weeks 
earlier.  And  the  Dow  Jones  in- 
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trial  average  hit  a  record  high  on  the  same  day. 
he  markets  are  pleased  because  they  know  the  Fed- 
Reserve  Board  will  not  tighten  monetary  policy  in 
face  of  such  soft  economic  data.  The  economy  contin- 
to  perform  about  the  way  the  Fed  wants  it  to — at  a 
lest  pace  that  will  keep  price  pressures  in  check, 
inancial  players  are  also  cautiously  optimistic  about 
new  seriousness  in  the  budget  talks  between  the 
h  Administration  and  Congress.  Action  on  the  deficit 
lid  help  unclog  the  credit  markets,  vent  upward  pres- 
i  on  interest  rates,  and  give  the  Fed  more  room  to 
leuver  the  economy  through  difficult  times. 

lODAND  Wall  Street  is  especially  happy  to  see 
lEL  COSTS  some  better-looking  numbers  on  inflation. 
ILL  BACK  Last  quarter's  iump  in  the  consumer 
fiARTH  price  index  was  pretty  ugly.  It  showed 
ation  running  at  an  annual  rate  of  8.5%.  In  April,  the 
rose  a  modest  0.2%,  continuing  the  pattern  of  slower 
ithly  increases  (chart). 

'he  same  items  that  drove  the  first-quarter  surge — 
1,  energy,  and  apparel — were  mostly  responsible  for 
•il's  small  gain.  Food  and  energy  costs  declined  for 


the  month.  But  even  excluding  those  two  categories, 
prices  still  rose  only  0.2%.  Clothing  prices  edged  up  just 
0.1%  after  a  1.6%  leap  in  March. 

The  good  news  from  the  April  CPI  is  that  inflation  is  at 
least  stable.  Modest  monthly  increases  for  the  rest  of  the 
year  will  put  1990  inflation  in  the  4.5%-to-5%'  range,  but 
that's  no  improvement  from  last  year's  pace.  So,  while 
the  Fed  is  unlikely  to  tighten  monetary  policy  in  the  face 
of  slower  growth,  it's  also  unlikely  to  lower  short-term 
interest  rates  anytime  soon. 

CONSUMERS   The  slowdown  in  manufacturing  will  help 

DON'T  GIVE    keep  the  lid  on  inflation  in  coming 

FACTORIES     months.  Although  service  inflation  re- 

MUCH  HELP  mains  stubborn,  slack  demand  by  con- 
sumers is  holding  down  price  gains  for  goods.  In  April, 
prices  of  goods,  excluding  food  and  energy,  were  un- 
changed; they're  up  only  3.4%  during  the  past  year. 

Goods  inflation  will  remain  low  in  the  second  half 
because  shoppers  aren't  likely  to  give  manufacturers 
much  help,  as  slower  job  growth  retards  gains  in  income. 
Retail  sales  are  already  weak.  They  fell  0.6%  in  April,  to 
$148.6  billion,  after  declining  0.2%  in  March. 

Lower  car  sales  accounted  for  most  of  the  April  drop 
in  retail  buying.  But  even  excluding  autos,  sales  posted 
no  gain  last  month  after  falling  0.2%  in  March.  Overall 
retail  sales  began  the  second  quarter  below  the  first- 
quarter  level.  After  adjusting  for  prices,  sales  started 
the  quarter  on  an  even  weaker  note  (chart). 

The  slump  in  homebuilding 
will  hurt  spending  for  house- 
hold goods.  Housing  starts  fell 
5.8%  in  April,  to  an  annual  rate 
of  1.24  million — the  lowest  since 
the  1981-82  recession. 

Sluggish  spending  is  causing 
production  cuts  and  layoffs  as 
well  as  hampering  manufactur- 
ers' efforts  to  raise  prices.  In 
April,  producer  prices  of  fin- 
ished goods  actually  fell  by 
0.3%-  after  slipping  0.2%'  in  March.  Those  two  declines 
were  concentrated  in  falling  prices  of  food  and  energy. 

But  even  excluding  those  items,  producer  prices  rose 
just  0.3%  in  March  and  0.2%  in  April.  Wholesale  costs  of 
consumer  goods  other  than  food  and  energy  edged  up  a 
mere  0.2%-  in  March  and  0.1%-  in  April. 

Prices  are  also  under  control  further  up  the  production 
line.  In  April,  prices  of  intermediate  supplies  used  by 
manufacturers  increased  by  only  0.1%'  and  are  virtually 
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unchanged  from  a  year  ago.  Prices  for  crude  materials 
fell  S.l/o  in  April — their  biggest  drop  in  four  years — 
thanks  to  a  12%  plunge  in  crude-oil  prices. 

Elsewhere,  commodity  prices  are  firming.  Prices  for 
scrap  metals  shot  up  in  March  and  April,  reflecting 
temporary  cutbacks  in  production  and  an  increase  in 
export  demand,  especially  from  Pacific  Rim  countries. 

Those  price  increases  continued  into  May,  according  to 
the  upward  trend  in  the  Commodity  Research  Bureau's 
price  index  of  industrial  materials.  But  prices  of  scrap 
metals  and  other  commodities  remain  far  below  their 
year-ago  levels  and  thus  shouldn't  exert  much  upward 
pressure  on  finished-goods  prices  in  coming  months. 

The  modest  pace  of  inflation  in  input  materials  gives 
goods  producers  some  heartening  news  as  they  grapple 
with  sluggish  demand.  Companies  need  all  the  help  they 
can  get,  because  the  latest  data  clearly  show  that  the 
production  slump  continued  into  the  second  quarter. 

I OPERATING  Production  at  the  nation's  factories, 
RATES  mines,  and  utilities  fell  0.4%-  in  April  and 

CONTINUE  stands  no  higher  than  it  was  a  year  earli- 
TO  SLIDE  gj.  Factory  output  alone  slid  0.6%  in 
April,  mostly  because  of  a  13.7%  decline  in  auto  output. 
But  even  excluding  cars,  factory  output  dropped  0.1%  in 
March  and  0.2%  in  April.  Output  of  business  equipment 
has  gone  nowhere  so  far  this  year.  Consumer-goods 
production  was  down  in  April,  and  materials  output  is 
0.8%  below  a  year  earlier. 

Growth  in  industrial  output  has  slowed  sharply  over 
the  past  year  (chart).  To  minimize  the  effects  of  the 
slump  in  demand  for  goods,  manufacturers,  wholesalers, 
and  retailers  have  kept  inventories  closely  in  line  with 
sales.  Business  inventories  were  unchanged  in  March 
after  falling  0.4%  in  February.  Careful  control  of  stock 
levels  has  helped  contain  the  factory  sector's  troubles. 

Not  surprisingly,  April's  drop  in  output  meant  another 
decline  in  operating  rates.  Capacity  utilization  in  all  in- 


dustry fell  to  83%  in  April,  down  from  83.5%  in  Mail 
and  85%  in  April,  1989.  In  manufacturing,  the  rate  felli 
82.2%  from  March's  82.9%.  Operating  rates  are  now  b;  > 
at  the  same  loose  levels  recorded  in  mid-1987,  when 
factory  sector  was  recovering  from  its  last  slump. 

Operating  rates  and  industrial  production  will  proL- 
bly  look  a  little  firmer  in  coming  months  because  Detifit 
has  scheduled  a  rebound  in  auto  output.  After  falling 
recession  levels  of  well  below  6  million  units  early  t 
year,  production  is  expected  to  climb  to  an  annual  rate: 
6.4  million  this  quarter  and  7.7  million  in  the  third. 

Higher  production  schedules 
partly  reflect  an  expected 
healthier  pace  in  car  sales  this 
summer.  Detroit  is  also  plan- 
ning to  raise  third-quarter  in- 
ventories in  anticipation  of  a 
possible  strike  when  union  con- 
tracts expire  in  September.  A 
lengthy  strike  would  shut  down 
assembly  lines  this  fall.  But 
even  without  a  work  stoppage, 
Detroit  may  have  to  cut  produc- 
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tion  if  third-quarter  output  turns  out  to  be  too  ambitio. 
That's  a  real  possibility.  Domestically  made  cars  si 
at  an  annual  rate  of  only  6.4  million  in  early  May,  do' 
from  6.7  million  in  April  and  an  average  of  7  millionj 
the  first  quarter.  If  higher  sales  don't  materialize  t« 
summer,  dealers  could  be  stuck  with  another  load 
unsold  cars  at  yearend. 

Elsewhere,  little  on  the  horizon  indicates  that  ma'; 
facturing's  pulse  will  quicken  anytime  soon.  Robust  'i 
mand  for  aircraft  has  kept  unfilled  orders  grow!' 
strongly.  But  excluding  aircraft,  the  backlog  has  fal 
2.8%  from  last  year.  Without  a  broad  pickup  in  ordti- 
which  seems  increasingly  unlikely,  companies  will  h;' 
little  incentive  to  pump  up  production.  And  the  econo> 
will  continue  to  sputter  along.  ; 
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FEDERAL  BUDGET 


Monday,  May  21,  2  p.m. 
The  U.  S.  government  will  probably  re- 
port a  budget  surplus  of  about  $35  bil- 
lion for  April.  Personal  income  taxes — 
which  are  almost  all  paid  in  April — were 
probably  above  their  year-ago  levels. 
But  corporate  tax  payments  remain 
weak,  reflecting  the  drop  in  corporate 
profits.  In  April,  1989,  the  Treasury 
posted  a  $40.6  billion  surplus. 

DURABLE  GOODS  ORDERS  

Wednesday,  May  23,  8:30  a.  m. 
The  consensus  is  that  new  durable  goods 
orders  decreased  by  about  2.5%  in  April. 
Orders  had  surged  6.6%  in  March,  most- 
ly because  of  strong  demand  for  trans- 


portation equipment.  Those  orders  are 
expected  to  have  fallen  back  to  more 
sustainable  levels  in  April. 

GROSS  NATIONAL  PRODUCT  (REVISION) 

Thursday,  May  24,  8:30  a.m. 
The  Commerce  Dept.  originally  estimat- 
ed that  the  first-quarter  economy  grew 
at  a  2.1%  annual  rate,  and  most  econo- 
mists expect  little  change  in  that  growth 
rate  when  Commerce  releases  revisions 
to  the  GNP  data.  Improvement  in  the  for- 
eign trade  sector  will  likely  be  offset  by 
slower  growth  in  consumer  spending, 
originally  estimated  to  have  increased  at 
a  2..5%  annual  pace.  In  the  same  report, 
corporate  profits  for  the  first  quarter 
will  also  be  released.  Aftertax  profits 
probably  grew  to  about  $160  billion,  at 


an  annual  rate,  last  period.  That's  a  gii 
from  the  $156.7  billion  reported  in  ' 
fourth  quarter  but  about  8%  below  i 
level  of  a  year  earlier.  Clearly,  the  t 
nomic  soft  landing  continues  to  tak  > 
toll  on  corporate  earnings. 

PERSONAL  INCOME  

Friday,  May  25,  10  a.m. 
Personal  income  probably  rose  by  abil 
0.4%  in  April  after  posting  strong  Of< 
gains  in  each  of  the  previous  thi€ 
months.  The  smaller  increase  is  sugg't- 
ed  by  a  weak  gain  in  jobs  and  a  mocst 
rise  in  hourly  wages.  Consumer  sped- 
ing  likely  rose  by  about  0.3%  in  Ail 
after  a  0.4%  advance  in  March.  Servijs 
should  account  for  all  of  the  increje. 
Retail  sales  dropped  0.6%  in  April.  > 
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*$  GET  10  WORK 


You  know  more  about  your 
business  than  we  do. 

You  know  your  needs  better 
than  we  do. 

You  care  a  lot  more  about  the 
work  on  your  desk  than  about 
the  technology  on  your  desk. 

And,  your  needs  should  drive 
that  technology,  not  vice  versa. 

Make  sense? 


Good,  because  that's  the 
revolution  that's  going  on  at  the 
new  Wang. 

We're  radically  rebuilding  our 
entire  company,  top  to  bottom. 

We're  fundamentally  revolu- 
tionizing the  way  every  one  of  our 
20,000  people  works  with  you. 

Our  job  is  to  listen.  To  watch. 
To  ask  questions.  To  learn. 


And  then,  and  only  then,  to 
respond  to  your  needs  with  the 
best  solution  possible,  as  soon 
as  possible. 

The  new  Wang.  The  first 
technology  company  ever  orga- 
nized entirely  around  your 
needs.  Not  our  technology. 

Got  a  job  to  do?  Then  let's 
roll  up  our  sleeves. 


LET'S  GET  TO  WORK. 


WANG 


e 

THE  ADMINISTRATION! 


MAY  28,  1990 


WHITE  HOUSE 
PIT  BULL 

SUNUNU'S  BITE  IS  AS  BAD  AS  HIS  BARK 


John  H.  Sununu  sits  in  his  White 
House  office,  his  fleshy  face  curled 
into  a  satisfied  smile.  When  he  is 
angry  with  political  foes  or,  more  often, 
with  ill-informed  bumblers,  his  eyes  nar- 
row to  slits,  and  his  legendary  temper 
erupts  in  an  acid-bath  of  scorn.  But  to- 
day, Sununu's  eyes  twinkle,  his  mood  is 
expansive.  And  why  is  John  Sununu  so 
pleased  with  himself?  Because  nearly  all 
of  Washington's  political  Establishment, 
it  seems,  is  spitting  mad  at  the  White 
House  Chief  of  Staff. 

Who's  angry?  Well,  L.  William  Seid- 
man,  for  one.  The  chairman  of  the  Fed- 
eral Deposit  Insurance  Corp.  was 
bounced  after  Sununu  and  Treasury  Sec- 
retary Nicholas  F.  Brady  tired  of  his 
nagging  about  the  exploding  cost  of  the 
savings-and-loan  bailout.  Sununu  deliv- 
ered the  coup  de  grace  personally,  tell- 
ing Seidman  that  the  President  wanted  a 
kinder,  gentler — and  above  all  quieter — 
banking  czar.  Then  Sununu  cheerfully 
weathered  a  storm  of  criticism  for  si- 
lencing one  of  the  few  officials  willing  to 
tell  the  truth  about  the  S&L  mess. 
SLOW  BURN.  Environmentalists  are  also 
riled — again.  Egged  on  by  Budget  Direc- 
tor Richard  G.  Darman,  Sununu  recently 
instructed  U.  S.  delegates  to  an  interna- 
tional conference  on  ozone-depleting 
chemicals  to  fight  a  plan  that  would  give 
modest  pollution-control  aid  to  de- 
veloping   nations.    Bush,  who 


signed  off  on  the  decision  largely  be- 
cause of  the  proposal's  cost,  emerged 
unscathed. 

Women's  groups  are  doing  a  slow 
burn,  too.  Sununu's  offense:  telling 
Democratic  lawmakers  that  a  bill  guar- 
anteeing working  parents  unpaid  leave 
will  be  vetoed  unless  it's  modified  to 
meet  business  objections.  "Those  veto 
messages  aren't  coming  from  George 
Bush,"  fumes  Representative  Patricia 
Schroeder  (D-Colo.).  "They're  coming 
from  John  Sununu,  who  thinks  he's  the 
pit  bull  of  the  White  House." 

Sununu's  list  of  nonfans  just  keeps 
growing.  The  raspberries  got  loudest  on 
May  9  when  he  threw  a  pall  over  White 
House-Capitol  Hill  budget  talks  by  in- 
sisting that  Bush  wasn't  about  to  aban- 
don his  no-tax  pledge.  Hill  leaders  cried 
foul.  Representative  Robert  G.  Torricelli 
(D-N.J.)  charged  that  "Sununu  almost 
single-handedly  wrecked  the  process  be- 
fore it  began." 

President  Bush  quickly  repudiated  the 
offending  remarks.  But  the  Sununu 
gambit  succeeded  on  its  own  terms:  It 
doused  expectations  of  a  Bush  tax  flip- 
flop  and  staved  off  a  rebellion  by  the 
GOP  Right.  Sununu  is  now  sitting  in  on 
the  budget  talks,  keeping  an  eye  on  Dar- 
man and  ensuring  that  any  deal  meets 
Bush's  political  objectives. 


JOHN  SUNUNU'S  LONG  REACH 


Several  things  stand  out  in  all  of  S 
unu's  commando  operations.  The  firs 
a  certain  characteristic  lack  of  fines 
Seidman's  demise,  for  instance,  was 
companied  by  a  deliberate  White  Ho 
leak  of  the  details  of  the  Sununu  m( 
ing.  The  account,  which  appeared  in 
Washhigton  Post  the  same  day  t 
Seidman  was  back  home  in  Michigan 
cepting  a  public-service  award,  str 
many  GOP  veterans  as  needlessly  cru 
Similarly,  Sununu's  inflammatory 
marks  on  taxes  seemed  a  tad 
delicate  for  an  official  Washing 


SCIENCE  AMD  TECHNOIOGY 

The  chief  of  staff  takes  a 
big  interest  in  science  and 
technology  issues.  He 
backs  greater  federal  sup- 
port for  basic  research 
and  is  partly  responsible 
for  the  Administration's 
emphasis  on  science  and  math  education.  Sun- 
unu w'ls  the  architect  of  last  summer's  educa- 
tion summit.  A  veieran  of  battles  over  the 
Seabrook  nuclear  power  plant,  Sununu  is  an 
avid  booster  of  nuclear  energy 


INDUSTRIAL  POLICY 


SOCIAL  ISSUES 


Sununu  considers  indus- 
trial-policy advocates 
apostates  in  the  temple  of 
free  enterprise.  He 
equates  calls  for  a  govern- 
ment competitiveness 
policy  with  protection- 
ism. He  helped  quash  Commerce  Dept.  plans 
for  high-definition  TV  research.  But  he  sided 
with  trade  hawks  and  pushed  to  reopen  the 
FSX  fighter  deal  with  Japan 


When  some  advis 
counseled  caution] 
unu  counseled  a  hj 
bility  role  for  Bus! 
fight  against  drugi| 
unu  drafted  Bush'i 
paign  plan  for  chilC 
assistance.  He's  a  key  player  in  Admiij 
don-Hill  compromises  on  the  minim 
and  on  aid  to  the  disabled.  But  Sununuj 
veto  of  a  pending  parental  leave  bill,  ai| 
a  longtime  foe  of  abortion 
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;  enamored  of  the  silken  intrigues  of 
ler  Reagan  Chief  of  Staff  James  A. 
;r  III.  A  suave  Texan,  Baker  seldom 
telltale  clues.  Sununu  tends  to  leave 
iy  footprints  everywhere  (table), 
le  other  hallmark  of  Sununu's 
ig-arm  work  is  his  extraordinary 
ngness  to  absorb  political  blows  that 
i  damage  his  boss.  Sununu  routinely 

the  blame  for  unpleasant  decisions, 
ing  George  Bush  free  to  schmooze 

lawmakers  and  keep  his  popularity 
le  stratosphere.  The  ability  to  act  as 
nd  of  heat-shield  for  Bush  has  kept 


Sununu  secure  in  the 
staff  chief's  job.  "The 
Washington  cognoscen- 
ti thought  he  would  get 
his  head  handed  to 
him,"  says  drug  czar 
William  J.  Bennett. 
"But  this  is  no  rube. 
He's  an  extremely  adap- 
tive and  intelligent  guy 
who  asks  the  right 
questions  and  strikes 
terror  into  the  hearts 
of  Congress  and  the 
Cabinet." 

A  former  engineering 
professor,  Sununu  has 
a  brilliant,  inquisitive 
mind  and  a  prodigious 
memory  for  details. 
"You  have  to  have  your 
facts  straight,  or 
wham! — he's  got  you," 
sighs  an  aide.  Sununu's 
brainpower  is  coupled 
with  a  streetfighter's 
aggressiveness.  He  rev- 
els in  the  tough-guy 
reputation  that  he 
earned  in  1988  as 
Bush's  designated  tor- 
mentor of  Democratic 
challenger  Michael  S. 
Dukakis.  Criticism  of 
his  combative  style 
doesn't  bother  Sununu. 
"It  comes  with  the  terri- 
tory," he  says,  grinning. 

If  Sununu's  methods  often  come  off 
as  crude,  his  employer  doesn't  seem  to 
mind.  For  most  of  his  public  career, 
George  Bush  has  shown  a  fondness  for 
rough-and-ready  political  brawlers  such 
as  Sununu  and  Republican  National 
Committee  Chairman  Lee  Atwater.  The 
association  enables  Bush  to  hew  to  the 
high  road  while  leaving  the  grimier  as- 
pects of  politics  to  the  hired  help. 

Sununu  is  no  ordinary  Hollywood 
heavy,  though.  Perhaps  more  than  any 
staff  chief,  he  is  deeply  enmeshed  in 


domestic  policy.  An  avid  free-market  ad- 
vocate, he  sees  a  limited  role  for  govern- 
ment in  the  economy  and  sides  with 
business  complaints  that  regulations  are 
choking  industry's  ability  to  compete. 

In  addition,  he's  a  voracious  reader, 
absorbing  briefing  papers  at  a  rapid 
clip.  He  shapes  the  information  into 
sharp  little  factoids  that  he  hurls  at 
his  less  informed  adversaries  in  spirited 
debates.  "Sununu  was  trained  as  an  aca- 
demic," says  Deborah  Steelman,  Bush's 
campaign-issues  adviser.  "He  likes  to 
argue  with  colleagues.  This  intense,  in- 
tellectual grilling  is  how  he  hashes 
things  out." 

On  foreign  policy,  Sununu  defers  to 
Baker  and  National  Security  Adviser 
Brent  Scowcroft.  Sununu's  interests  lie 
closer  to  home.  Teaming  up  with  Dar- 
man,  his  brainy  soulmate,  Sununu  domi- 
nates domestic  policy,  bullying  wayward 
bureaucrats  and  tromping  onto  Cabinet 
chiefs'  sacred  turf.  "Sununu  has  his 
hands  on  all  the  levers,"  says  former 
Reagan  White  House  aide  Thomas  Gris- 
com.  "He  can  take  an  issue  and  say: 
'This  is  our  domestic  policy.'  " 

That's  fine  with  Bush.  Domestic  is- 
sues, especially  economics,  often  make 
the  President's  eyes  glaze  over.  Su- 
nunu's iron  grip  on  the  domestic  agenda 
frees  Bush  to  indulge  his  passion  for 
plotting  moves  on  the  global  chessboard. 
So  just  how  extensive  is  Sununu's  policy 
role?  Consider  the  following: 
■  Keeper  of  the  pledge.  When  talk  turns 
to  flexibility  on  taxes,  Sununu  is  there  to 
stomp  on  any  hint  of  compromise.  In 
taxophobic  New  Hampshire,  he  pledged 
to  resist  tax  hikes,  and  he  made  his  vow 
stick  through  three  terms  as  governor. 
"In  New  Hampshire,  the  defining  issue 
is  your  position  on  taxes,"  says  GOP  con- 
sultant David  Keene.  "Sununu  has  resis- 
tance to  taxes  bred  in  his  bones." 

One  politician  who  learned  that  first- 
hand is  Senate  Minority  Leader  Bob 
Dole  (R-Kan.).  In  1988,  coming  off  a  poor 
showing  in  Iowa,  Bush  faced  political 
extinction  in  the  New  Hampshire  prima- 


THE  ENVIRONMENT 

Environmental  groups 
consider  the  fiercely  pro- 
growth  and  pro-develop- 
ment Sununu  their  arch- 
enemy. The  feeling  is 
mutual;  he  calls  them  "ex- 
tremists." Sununu  con- 
ivironmental  Protection  Administra- 
William  Reilly  a  captive  of  the  EPA 
acy.  He  has  cast  doubt  on  the  scien- 
.  of  global  warming  and  refuses  to  get 
3ver  depletion  of  the  ozone  layer 


TAXES 


PERSONNEL 


New  Hampshirite  Sununu 
has  a  visceral  hatred  of 
taxes  and  almost  scuttled 
SB  the  Hill- White  House 

"|g  budget  summit  when  he 

let  his  feelings  get  into 
the  press.  He  launched  an 
all-out  fight  for  a  cut  in  capital-gains  taxes  last 
year,  even  though  Hill  Republicans  warned  it 
would  strain  relations  with  congressional 
Democrats.  Bush  is  still  paying  the  price 


Sununu  is  the  designated 
executioner  for  those 
hapless  folks  who  are 
deemed  political  liabil- 
ities. He  recently  pushed 
Federal  Deposit  Insur- 
ance Corp.  Chairman  L. 
William  Seidman  into  an  early  announcement 
of  retirement.  Job-seekers  blocked  by  Sununu 
include  M.  Caldwell  Butler  for  Legal  Services 
Corp.  chairman  and  Robert  B.  Fiske  for  depu- 
ty attorney  general 
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r}-.  Dole  was  riding  high  in  the  polls.  A 
few  days  before  the  contest,  then-Gover- 
nor Sununu  ambushed  him.  He  con- 
vinced Bush  to  air  searing  negative  ads 
that  portrayed  Dole  as  a  vacillating 
"Senator  Straddle"  who  was  itching  to 
raise  taxes.  Bush  heightened  the  con- 
trast by  vowing  to  never  raise  taxes — 
period. 

Bush  went  on  to  win  big,  and  Dole's 
campaign  collapsed  in  the  next  round  of 
Southern  primaries.  To  this  day,  the 
Kansan  considers  the  attack  a  low  blow. 
"I  got  some  of  the  Sununu  treatment  up 
in  New  Hampshire  with  those  last-min- 
ute spots,"  says  Dole.  "That's  his  way." 

Sununu's  intransigence  on  taxes  could 
come  back  to  haunt  Bush.  Although 
higher  rates  are  unlikely,  Darman  may 
be  willing  to  accept  significant  new  tax- 
es in  exchange  for  a  sweeping  agree- 
ment to  cut  the  capital-gains  rate,  curb 
social  spending,  and  reform  the  budget 
process.  While  such  a  megadeal  seems 
unlikely  now  (page  26),  Sununu  could 
wind  up  odd  man  out. 
■  Free-marketeer.  Sununu.  Darman,  and 
Council  of  Economic  Advisers  Chairman 
Michael  J.  Boskin  often  join  forces  to 
quash  calls  for  reregulation,  trade  sanc- 
tions, or  industrial  policy.  The  trio  con- 
siders U.  S.  industries'  pleas  for  help  in 
the  technological  race  with  Japan  tanta- 
mount to  requests  for  a  free  lunch. 

When  Transportation  Secretary  Samu- 
el K.  Skinner  pressed  inten'entionist 
measures  to  increase  competition  in  the 
airline  industn,',  Sununu  and  his  free- 
market  allies  gutted  the  plan.  Similarly, 
when  Commerce  Secretary'  Robert  A. 
Mosbacher  seemed  to  be  venturing  into 
the  industrial-policy  thicket  by  advocat- 
ing government  funding  for  high-defini- 
tion television,  he  got  a  dressing-down 
from  the  Chief  of  Staff.  "We  told  him  it 
is  not  our  policy  to  talk  up  a  single  slice 
of  industn,-,"  Sununu  says. 

Lately,  some  officials  have  detected 
signs  of  an  industrial-policy  jihad  from 
the  Sununu-ites.  Fears  arise  from  the 
demotion  of  Craig  I.  Fields,  the  respect- 
ed director  of  the  Defense  Advanced  Re- 
search Projects  Agency,  to  a  minor  Pen- 
tagon post.  Fields  upset  the  Pentagon 
by  letting  agency  seed  money  be  invest- 
ed in  a  civilian  chipmaking  concern. 

Sununu  aides  deny  that  the  White 
House  was  behind  Fields's  downfall.  But 
other  Administration  sources  counter 
that  Sununu  and  Darman  have  created  a 
climate  where  out-of-step  officials  such 
as  Fields  become  targets  for  retribution. 

Sununu's  forays  into  trade  issues  are 
less  predictable.  He  leaves  the  brokering 
of  many  trade  disputes  to  Roger  B.  Por- 
ter, his  able,  pragmatic  policy  assistant. 
One  flap  where  Sununu  did  weigh  in 
involved  plans  for  the  U.  S.  and  Japan  to 


develop  the  FSX  fighter.  Trade  hawks  in- 
sisted that  the  U.  S.  was  giving  away 
sensitive  technology.'.  Doves  feared  that 
renegotiating  the  pact  would  damage  re- 
lations with  Tokyo.  Sununu  decided  to 
learn  the  technological  issues  at  stake. 
He  eventually  came  away  convinced  that 
the  joint-production  deal  had  to  be  re- 
opened and  new  safeguards  included. 

While  Sununu  and  Darman  are  allied 
on  most  issues,  Sununu  is  less  of  a  re- 
flexive free-trader.  For  instance,  he  did 
not  share  Darman's  vocal  opposition  to 
last  year's  decision  to  cite  Japan  as  an 
unfair  trader  under  "Super  301"  rules. 
And  though  Japan  got  a  reprieve  this 
year  by  promising  structural  reforms, 
Sununu  is  watching  closely  for  signs  of 


respiration  rates  to  help  design  new  r 
ulations  that  called  for  nets  to 
equipped  with  turtle  trap  doors. 
■  Scourge  of  the  Greens.  Sununu's  p 
ans  to  unfettered  economic  growth 
him  at  odds  with  environmental  grou 
Many  view  him,  perhaps  hysterically, 
the  heir  to  the  slash-and-bum  policies 
former  Interior  Secretary  James 
Watt.  Sununu  makes  matters  worse 
goading  environmental  lobbyists.  "Wl 
it  comes  to  fulfilling  Bush's  desire  to 
the  'Environmental  President,' "  s; 
Jay  D.  Hair,  president  of  the  Xatio 
Wildlife  Federation,  "John  Sununu  i^© 
sinister  force  within  the  White  Hous 
Sununu  challenges  some  of  the  ei 
ronmentalists'  most  cherished  notio  ^ 


duplicity — and  could  join  the  hawks 
next  year.  "Our  purpose  is  to  get  free 
markets,"  he  warns.  "We  are  willing 
to  be  tough  to  get  them." 
■  Meet  Mr.  Wizard.  Although  a  low-key 
physicist  named  D.  Allan  Bromley  is  the 
President's  official  science  adviser,  the 
title  rightly  belongs  to  Sununu.  He's  an 
enthusiastic  booster  of  increased  federal 
support  for  basic  research  and  the  space 
program  and  of  more  rigorous  standards 
for  math  and  science  education. 

Sununu  led  the  search  for  a  new  ad- 
ministrator for  the  National  Aeronautics 
&  Space  Administration,  tapping  ex-as- 
tronaut Richard  H.  Truly  for  the  job. 
And  his  interests  can  be  almost  micro- 
scopic. When  federal  courts  forced  the 
government  to  protect  endangered  sea 
turtles,  Sununu  did  everything  but  don  a 
white  smock.  He  immersed  himself  in 
the  minutiae  of  shrimp  nets  and  turtle 


He  is  skeptica 
of  claims  of  global  warm 
ing,  insisting  that  the  computer  moc 
supporting  the  thesis  are  too  primit 
And  he  has  intervened  to  water  down 
Environmental  Protection  Agency-Ar 
Corps  of  Engineers  policy  aimed  at  { 
tecting  dwindling  wetlands. 

Sununu's  distrust  of  the  environniB;r,j| 
tal  bureaucracy  is  such  that  he  assun» 
the  lead  role  in  shaping  the  clean-air 
now  moving  through  Congress.  Work 
with  Senate  Majority  Leader  GeorgtJ. 
Mitchell  (D-Me.),  he  brokered  a  deal 
imposes  new  restrictions  on  acid 
smokestack  gases,  and  auto  emissior' 
Except  for  the  acid-rain  controls,  en- 
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nentalists  consider  the  bill  a  disap- 
tment.  Sununu  did  nothing  to  dis- 
le  them  from  the  view  that  he  is  a 
;h  Vader  who  cuts  the  heart  out  of 
I's  promises.  Some  don't  think  this 
ccidental.  "Bush  is  cleverly  letting 
lie  focus  on  Sununu,"  says  Richard 
A.yres,  chairman  of  the  National 
n  Air  Coalition.  "Sununu  wouldn't 
loing  any  of  this  for  five  minutes" 
out  Bush's  approval, 
tcial  engineer.  Sununu's  obsessive 
jring  extends  to  the  design  of  social 
;lation.  He's  a  fierce  abortion  foe. 
he  has  been  flexible  enough  to  work 
Hill  Democrats  toward  legislative 
promises  on  issues  such  as  boosting 
minimum  wage  and  protecting  the 
licapped  from  discrimination, 
lild-care  plans  are  of  special  interest 


says  a  GOP  insider.  "Michel  thinks  Su- 
nunu doesn't  understand  that."  Sununu 
must  also  tread  carefully  around  Senate 
GOP  leader  Dole.  "After  New  Hamp- 
shire, the  relationship  is  never  going  to 
be  that  good,"  says  the  source. 

A  major  GOP  beef  is  that  Sununu  is 
excessively — and  naively — fond  of  the 
veto  threat.  "John  has  the  view  that  as 
long  as  he  has  34  senators  plus  one,  he's 
got  a  majority,"  Dole  says.  "There  are  a 
lot  of  free  spirits  up  here.  You  can  over- 
use the  veto  club."  But,  he  notes,  "Su- 
nunu is  getting  better.  He  understands 
more  and  more  how  this  place  works." 

Sununu  can  be  forgiven  for  not  ab- 
sorbing all  of  Washington's  nuances  in  a 
year-and-a-half  on  the  job.  That's  be- 
cause his  path  to  power  is  one  of  the 
Bush  Administration's  more  improbable 


BOY-SOLDIER 
IITE  HOUSE 
lANDO 

i-guy  Sununu  first 
ed  his  stripes  at  La 
litary  Academy  (far 
nt  on  to  MIT,  and  be- 
engineering  dean  at 
1968  (above,  left), 
needed  four  tries  to 
N  Hampshire's  gover- 
but  soon  proved  him- 
pular  leader.  His 
:  Bush's  Presidential 
n  landed  him  the  job 
:hief,  despite  Jim  Bak- 
nings  that  Sununu 
troperiy  seasoned 


ununu,  the  father  of  eight.  In  craft- 
the  White  House  position,  he  insisted 
;he  use  of  vouchers,  a  favorite  con- 
ative  device,  and  demanded  that 
•ch-based  day-care  centers  be  eligible 
federal  aid.  "With  Sununu,  you  have 
lance  to  make  your  case  and  affect 
ly,"  says  Gary  L.  Bauer,  president  of 
Family  Research  Council  of  Ameri- 
"That  gets  the  President  a  lot  of 

3. 

[inunu  has  had  his  run-ins  with  Con- 
)S.  His  brusque  style  and  arrogance 
r  poorly  in  the  clubby  world  of  Capi- 
Hill.  Democrats  find  him  "a  tough, 
:isan  Chief  of  Staff,"  says  Dole,  who 
s:  "They  may  not  take  him  to  dinner, 
they  respect  his  knowledge." 
ununu  has  grated  on  Republicans, 
House  Minority  Leader  Robert  H. 
hel  (R-Ill.)  resents  his  periodic  loyalty 
ures.  "You  can't  bully  Congress," 


tales.  Sununu,  50,  was  born  in  Cuba  to 
Lebanese-Salvadoran  parents.  He  grew 
up  in  New  York  City,  and  there's  a  lot 
more  of  the  ethnic  flavor  of  Queens  to 
Sununu  than  the  taciturn  style  of  New 
Hampshire.  He  yells,  gets  emotional, 
and  has  a  sense  of  humor  built  upon  the 
creative  insult.  In  shirtsleeves  and  a 
rumpled  suit,  he's  a  stark  contrast  to  the 
buttoned-down  Bushies. 

That  may  help  explain  his  friendship 
with  New  York  Governor  Mario  M. 
Cuomo,  a  fellow  Queens  boy  who  is  Su- 
nunu's ideological  opposite.  For  years, 
the  pair  have  conducted  a  long-distance 
dialectic  about  politics,  baseball,  and  life. 
"Sununu  is  bright  and  intellectually  re- 
lentless," says  Cuomo.  "He  confided  in 
me  when  he  had  been  offered  the  [Chief 
of  Staff]  position,  and  I  told  him  it  would 
be  very  difficult  as  a  [former  governor] 
to  listen  to  others'  judgments  when  he 


was  smarter  than  most  of  them.  He  cer- 
tainly has  adapted,  though." 

Sununu  excelled  at  the  La  Salle  Mili- 
tary Academy  and  attended  Massachu- 
setts Institute  of  Technology,  where  he 
earned  three  engineering  degrees.  He 
became  associate  dean  of  engineering  at 
Tufts  University  in  1968.  At  the  same 
time,  he  had  a  lucrative  consulting  busi- 
ness in  Salem,  N.  H. 

In  college,  Sununu  met  and  married 
Nancy  Hayes,  a  Boston  University  stu- 
dent who  shared  his  interest  in  politics. 
Nancy  Sununu  became  an  organizer  for 
the  New  Hampshire  GOP  and  eventually 
became  state  party  chair.  Sununu  him- 
self served  a  stint  in  the  legislature  be- 
fore deciding  to  run  for  governor.  It 
wasn't  easy.  Party  leaders  wrote  off  the 
eager  professor  as  a  techno-nerd.  It  took 
Sununu  four  tries  to  capture 
the  statehouse.  But  once  he 
did,  he  became  a  popular  gov- 
ernor, erasing  a  state  deficit 
and  reforming  New  Hamp- 
shire's antiquated  health 
system. 

Sununu  was  a  Reaganite, 
but  in  1988,  he  became  an  ear- 
ly Bush  supporter.  In  the 
New  Hampshire  primary. 
Bush  developed  an  admiration 
for  Sununu's  forceful  style. 
After  the  general  election,  he 
named  him  his  chief  aide, 
brushing  aside  Jim  Baker's 
warnings  that  Sununu  needed 
to  be  surrounded  by  more 
seasoned  Washington  hands. 

ARMADILLO'S  HIDE.  After  a 

bumpy  start,  Sununu  sur- 
prised the  skeptics.  "With  all 
these  terrible  stories  about 
me,"  he  says,  "isn't  it  amaz- 
ing how  well  this  place 
works?  This  is  a  happy  White 
House,  a  loyal  White  House." 
For  the  time  being,  that's  cer- 


tainly true.  But  Sununu's  predilection 
for  playing  the  heavy  has  won  him  more 
respect  than  affection.  "Sununu  rather 
likes  the  tough-guy  bit,"  says  one  Wash- 
ington sage.  "But  this  town  can  turn  on 
you  mighty  quick  when  things  go 
wrong.  That's  when  Sununu  may  pay  a 
price  for  his  partisanship." 

Will  Sununu,  the  man  with  an  armadil- 
lo's hide,  come  to  regret  his  rough  tromp 
over  a  thousand  manicured  toes? 

The  very  idea  makes  him  chuckle.  "Is 
that  the  conventional  wisdom?"  he  asks. 
"I'm  here  to  do  a  job  for  the  President. 
What's  the  personal  risk?"  However 
high  that  risk,  it  doesn't  keep  him  from 
bidding  a  listener  adieu  in  his  inimitable 
way:  "Do  a  nice  story,"  John  Sununu 
smiles  sweetly,  "or  we'll  break  your 
kneecaps." 

By  Douglas  Harbrecht  and  Lee  Walczak 
in  Washington,  with  bureau  reports 
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Commentary/by  Howard  Gleckman 


JUST  SAY  'ABRAGIDABRA,'  AND  POOF,  THE  DEFICIT  SHRIVELS 


White  House  and  congressio- 
nal negotiators  have  set 
their  jaws.  On  May  15,  fol- 
lowing the  opening  session  of  their  bal- 
lyhooed  budget  negotiations,  they  duti- 
fully intoned  that  the  deficit  threatens 
to  spin  out  of  control  without  a  major, 
multiyear  budget  deal. 

No  question,  the  deficit  is  growing. 
And  it  will  take  some  tough  decisions 
to  stanch  the  flow  of  red  ink.  But  most 
budget  summiteers  are  aiming  a  lot 
lower  than  that.  They  would  be  happy 
with  enough  paper  reductions  in  the 
deficit  to  avoid  the  huge  across-the- 
board  spending  cuts  mandated  by  the 
Gramm-Rudman  Act. 

At  first  glance,  even  that  seems  out 
of  reach.  The  fiscal  1990  deficit  threat- 
ens to  top  $175  billion.  The  1991 
Gramm-Rudman  target  is  $64  billion, 
requiring  the  biggest  one-year  deficit 
reduction  in  history.  Or  does  it?  It 
turns  out  that  with  a  little  book-cook- 
ing, a  dash  of  spending  cuts,  a  pinch  of 
tax  hikes,  and  one  big  wink,  the  budge- 
teers  can  meet  the  target — on  paper — 
without  breaking  a  sweat  (table). 

Here's  the  plan.  First,  remember 
that  Gramm-Rudman's  focus  is  always 
on  next  year's  budget.  What  actually 
happens  once  a  fiscal  year  begins 
doesn't  count.  So  let's 
be  pessimistic  and  say 
the  1991  deficit  would 
be  $185  billion  without 
changing  the  law. 
SICK  BAY.  The  negotia- 
tors can  lop  off  $50  bil- 
lion or  so  by  agreeing 
not  to  count  the  cost  of 
the  savings  and  loan 
bailout.  They  have  al- 
ready done  that  with 
$30  billion  in  long-term 
S&L  debt.  They  would 
just  do  the  same  with 
future  borrowing.  That 
won't  reduce  the  cost 
of  the  bailout  by  a  pen- 
ny, but  it  sure  makes 
the  target  easier  to  hit. 

Then  there's  the 
peace  dividend.  Some 
Democrats  vant  to  re- 
duce military  spending. 
Most  Repu'  iicans  want 
to  let  it  rist-  a  bit.  The 
budgetmeisters  could 
simply  keep  it  at  about 


$300  billion,  where  it  is  today.  Because 
all  the  proposed  cuts  in  defense  spend- 
ing are  measured  from  the  Pentagon's 
inflated  projections,  merely  holding  the 
line  will  allow  budgeteers  to  claim  $10 
billion  in  savings. 

A  few  billion  more  can  be  picked  up 
by  further  cuts  in  medicare.  The  White 
House  says  it  will  insist  on  major  "enti- 
tlement reform."  This  is  budgetspeak 
for  big  cuts  in  Social  Security  and 
medicare  benefits.  And  it  won't  hap- 
pen. But  the  budget  summiteers  can 
get  an  additional  $3  billion  or  so  from 
payments  to  doctors  and  hospitals. 
FIDDLER'S  DELIGHT.  The  government 
spends  about  $200  billion  for  all  other 
domestic  programs,  including  educa- 
tion, science,  law  enforcement,  and 
transportation.  A  handful  of  small  cuts 
in  actual  spending  and  a  large  dose  of 
wishful  thinking  can  produce  up  to  $7 
billion  in  savings  here. 

Then  there  are  revenues.  Bush  has 
already  proposed  about  $20  billion  in 
narrowly  focused  tax  hikes,  user  fees, 
and  improved  collections  by  the  Inter- 
nal Revenue  Service.  The  budgeteers 
may  fiddle  with  the  mix  a  bit,  but  they 
could  easily  agree  to  the  same  $20  bil- 
lion in  new  revenues.  That  way,  they 
get  the  money,  and  nobody  gets 
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HOW  TO  REDUCE  THE  DEFICIT 
WITHOUT  REALLY  TRYING 


ALL  FIGURES  IN  BILLIONS  OF  DOLLARS 

Miscellaneous  cuts  in 
planned  domestic 
spending  $7 


Remove  the  cost  of  the 
S&L  bailout  from  the 
Gramm-Rudman 
calculation  %S0 


Raise  user  fees  and  sin 
taxes  and  assume  bet- 
ter IRS  collections  $20 


Maintain  actual 
Defense  spending  at 
current  levels  $10 

Reduce  medicare  pay- 
ments to  doctors  and 
hospitals  $3 


blamed  for  new  taxes.  Bush  migl 
even  get  his  capital-gains  tax  cu 
which  he  claims  raises  about  $5  billioi 
But  we're  not  quite  at  the  $64  billio 
goal.  That  takes  three  more  steps 

The  first  involves  making  $15  billio 
worth  of  food  stamps  disappear.  Th 
program  is  due  to  expire  this  year.  B 
cause  of  a  quirk  in  Gramm-Rudmai 
the  spending  can  be  excluded  from  th 
deficit  until  Congress  formally  extern 
the  food-stamp  law.  There's  no  quefliiive 
tion  that  the  program  will  go  on,  bi 
for  now — poof— the  cost  disappears. 

All  of  these  hypothetical  spendin 
cuts  and  revenue  increases  mean  th 
government  would,  in  theory,  borrow 
lot  less.  So  the  negotiators  can  claii 
savings  from  lower  interest  payments 
BEG  TO  DEFER.  That  gets  the  defic 
down  to  $74  billion.  The  last  $10  bi 
lion?  Piece  of  cake — er,  make  th£ 
fudge.  Get  the  deficit  within  $10  billio 
of  the  target  and  the  automatic  cut 
are  waived. 

If  for  some  reason  the  negotiatoAut  s( 
can't  juggle  the  books  sufficienth  b's 
they  can  still  beat  the  system.  For  ej 
ample,  they  could  assumje  that  a  bu(  kse 
get  deal  would  drive  down  interes 
rates  by  one  percentage  point,  Thailii 
"saves"  about  $2  billion. 

Or  they  can  drop  th 
Social  Security  surplu 
from  the  budget  calci 
lation.  That  would  ii 
crease  the  deficit  b 
$75  billion.  But  it  woul 
also  give  the  lawmal 
ers  an  excuse  to  rais 
the  Gramm-Rudma 
targets  and  defer  th 
goal  of  a  balanced  bu(  liS 
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Claim  savings  on 
food  stamps  v/ithout 
reducing  the  cost  $15 


Shift  costs  from  fiscal 
1991  to  fiscal  1990 
and  claim  interest 
savings  $6 


Gramm-Rudman 
fudge  factor 


$10 


TOTAL  LOPPED  OFF  THE  DEFICIT 

DATA;  BW 


$121 
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get  until  1999  or  so. 

Of  course,  none 
this  will  actually  reduc 
federal  borrowing.  Bu 
it  lets  the  negotiator 
claim  they  cut  the  def 
cit  without  offendin, 
any  constituents.  Pres 
dent  Bush  can  keep  hi  kj^g 
"no  new  taxes"  pledg( 
Democrats  can  prote< 
domestic  spending.  An 
everybody   can   tak  fejj 
credit  for  the  bigges 
deficit-reduction  plan  i  tr 
history — even  if 
doesn't  add  up. 
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)W  MILLIKEN'S  TIGHTLY  KNIT 
HPIRE  COULD  UNRAVEL 


sident  family  members  have  teamed  with  outsiders  to  force  changes 


lew  outsiders  know  it,  but  Roger 
iMilliken  runs  what  may  be  the 

largest,  most  profitable  textile  com- 

in  the  U.  S.  With  an  estimated  $2.5 
)n  in  sales,  some  of  the  best- 
aped  mills  in  the  country,  and  1,200 
[its,  Milliken  &  Co.  is  an  exception  to 
typical  debt-laden,  import-squeezed 
le  maker.  But  you  won't  find  Roger 
ken  bragging.  The  74-year-old  chief 
utive  declines  to  disclose  even  the 
,  basic  financial  details. 
)w,  two  upstarts  may  be 
•oying  Milliken's  plan  to  re- 
the  best-kept  secret  in 
les.  Two  rivals,  E.  Erwin 
irey  and  Bettis  C.  Rains- 
have  purchased  a  tiny  per- 
ige  of  Milliken  stock  from 
roup  of  unhappy  family 
ibers.  Maddrey,  49,  and 
sford,  38,  who  run  textile 
5r  Delta  Woodside  Indus- 
Inc,  bought  the  stock 
out  so  much  as  a  peek  at 
ken's  books.  They  since 

fought  to  force  Milliken  to 
ose  its  financial  position, 

on  May  4,  a  Delaware 
t  sided  with  them.  What's 
other  lawsuits  eventually 
i  disrupt  Roger  Milliken's 
laid  succession  plans. 

BLOOD.  The  disgruntled 
eholders  are  the  seven  chil- 

of  Joan  Milliken  Stroud, 
jr  Milliken's  sister,  who 

in  1985.  The  bad  blood 

back  even  further,  back  30 
s  to  when  Roger  Milliken 
i  Joan's  husband,  Dick 
ud.  Shortly  afterward,  Mil- 
I  instituted  an  antinepotism 
y  that  shut  out  all  family 
ibers  except  his  brother 
ish  and  cousin  Minot.  The 
5  control  50%  of  the  company's 
c,  according  to  court  documents, 
id  up  with  their  tiny  role  and  what 

saw  as  a  puny  dividend,  the  Stroud 
ly  decided  to  sell  their  17%  stake.  So 
year  they  hired  Interstate/Johnson 
i,  a  Charlotte,  N.  C,  investment 
to  shop  the  shares.  Interstate 
ted  Maddrey  and  Rainsford. 
le  pair  are  misfits  in  the  tight-knit, 
lar  business.  They  don't  belong  to 
stry  associations  and  are  conspicu- 
y  quiet  on  the  issue  of  trade  legisla- 

to  ease  foreign  competition.  Mad- 


drey, a  24-year  textile  veteran,  teamed 
six  years  ago  with  Rainsford,  a  private 
investor,  to  start  Delta  Woodside.  The 
company  gobbled  up  cast-off  plants 
from  such  giants  as  J.  P.  Stevens  &  Co. 
and  Cannon  Mills  Co.,  cut  operating 
costs,  and  kept  corporate  overhead  low. 
Delta  Woodside  last  year  earned  $30.2 
million  on  $569  million  in  sales. 

Independently  of  Delta  Woodside, 
Maddrey  and  Rainsford  so  far  have 
spent  only  $73,000  for  less  than  one- 


tenth  of  17'  of  Milliken  stock.  They  paid 
Stroud  family  members  $132  a  share,  the 
same  price  Milliken  once  offered  to  buy 
out  the  dissidents.  Interstate  reckons 
each  share  is  worth  $400.  So  once  they 
get  a  look  at  the  books,  the  pair  promise 
to  pay  more  if  they  determine  the  shares 
should  have  a  higher  value. 
LOST  SUIT.  But  Milliken  didn't  want  to 
open  the  books — unless  the  buyers 
signed  an  18-page  confidentiality  agree- 
ment that,  among  other  things,  prohibit- 
ed them  from  showing  the  numbers  to 
investment  advisers,  competitors,  cus- 


tomers, or  suppliers.  Instead  of  signing, 
Maddrey  and  Rainsford  sued.  And  now 
the  court  has  ruled  that  the  agreement 
was  unreasonable  and  that  Milliken 
must  disclose  the  company's  financial 
figures.  The  ruling  also  orders  both  par- 
ties to  negotiate  a  less  prohibitive  confi- 
dentiality agreement.  If  they  can't  com- 
promise, they  must  submit  their 
objections  to  the  court  for  a  ruling.  Nei- 
ther the  company  nor  Milliken's  lawyers 
will  comment  on  the  case. 

Lawyers  for  Maddrey  and  Rainsford 
say  there's  another  reason  for  Milliken's 
sealed  lips.  "We  believe  Milliken  resisted 
disclosure  partly  because  of  the  conse- 
quences it  would  have  on  his  estate  plan- 
ning," says  Gregory  A.  Inskip,  an  attor- 
ney with  Potter  Anderson  &  Corroon, 
the  Wilmington  (Del.)  law  firm  that  rep- 
resents the  two  men.  If  shares  are  sold 
at  a  higher  price,  the  IRS  would  no  doubt 
notice.  As  the  elder  Millikens 
die  and  their  children  inherit 
stakes,  the  estate  taxes  could 
be  computed  at  the  loftier 
price.  In  court  documents,  Milli- 
ken expresses  his  worries  over 
his  heirs'  future  tax  liabilities. 
"Estate  taxes  aren't  a  small 
matter  for  a  company  like 
this,"  says  Ed  Rosenson,  a  tax 
partner  at  Ernst  &  Young. 
MAN  OBSESSED.  Roger  Milliken 
has  been  obsessively  intent  on 
insuring  that  the  company 
stays  intact  well  after  he  dies. 
Three  times  in  the  last  three 
years,  he's  tried  to  amend  Milli- 
ken's certificate  of  incorpora- 
tion. Under  his  plan,  the  compa- 

Jny  couldn't  change  ownership 
without  80'/'  stockholder  ap- 
proval, and  shareholders  would 
get  just  3  of  10  board  seats. 
But  each  time  he  has  proposed 
the  changes,  the  Strouds  have 
sued  in  Delaware  court.  Their 
lawyers  last  month  asked  the 
court  for  summary  judgment. 

Milliken  has  reason  to  be 
worried.  Maddrey  and  Rains- 
ford make  no  secret  of  their 
long-term  plans.  "We  think 
down  the  road  this  company 
could  be  an  acquisition  target," 
says  Maddrey.  "If  we  can  purchase  the 
Strouds's  stake  at  a  reasonable  price — 
which  for  the  Strouds  would  be  well 
above  what  the  company  is  offering — 
and  hold  on  to  it  for  a  while,  we  think 
we  can  get  investors  and  other  partners 
interested."  Worse,  from  Milliken's  point 
of  view,  the  flap  may  lure  other  bidders. 

Yet  it  was  Milliken  himself  who  may 
have  jeopardized  the  company's  indepen- 
dence. In  trying  to  lock  out  new  inves- 
tors, he  may  have  opened  the  door  to 
uninvited  bids. 

By  Walecia  Konrad  in  Atlanta 
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Commentary/by  Howard  Gleckman 

JUST  SAY  'ABRACADABRA/  AND  POOF,  THE  DEFICIT  SHRIVEIS 


White  House  and  congressio- 
nal negotiators  have  set 
their  jaws.  On  May  15,  fol- 
lowing the  opening  session  of  their  bal- 
lyhooed  budget  negotiations,  they  duti- 
fully intoned  that  the  deficit  threatens 
to  spin  out  of  control  without  a  major, 
multiyear  budget  deal. 

No  question,  the  deficit  is  growing. 
And  it  will  take  some  tough  decisions 
to  stanch  the  flow  of  red  ink.  But  most 
budget  summiteers  are  aiming  a  lot 
lower  than  that.  They  would  be  happy 
with  enough  paper  reductions  in  the 
deficit  to  avoid  the  huge  across-the- 
board  spending  cuts  mandated  by  the 
Gramm-Rudman  Act. 

At  first  glance,  even  that  seems  out 
of  reach.  The  fiscal  1990  deficit  threat- 
ens to  top  $175  billion.  The  1991 
Gramm-Rudman  target  is  $64  billion, 
requiring  the  biggest  one-year  deficit 
reduction  in  history.  Or  does  it?  It 
turns  out  that  with  a  little  book-cook- 
ing, a  dash  of  spending  cuts,  a  pinch  of 
tax  hikes,  and  one  big  wink,  the  budge- 
teers  can  meet  the  target — on  paper — 
without  breaking  a  sweat  (table). 

Here's  the  plan.  First,  remember 
that  Gramm-Rudman's  focus  is  always 
on  next  year's  budget.  What  actually 
happens  once  a  fiscal  year  begins 
doesn't  count.  So  let's 
be  pessimistic  and  say 
the  1991  deficit  would 
be  $185  billion  without 
changing  the  law. 
SICK  BAY.  The  negotia- 
tors can  lop  off  $50  bil- 
lion or  so  by  agreeing 
not  to  count  the  cost  of 
the  savings  and  loan 
bailout.  They  have  al- 
ready done  that  with 
$30  billion  in  long-term 
S&L  debt.  They  would 
just  do  the  same  with 
future  borrowing.  That 
won't  reduce  the  cost 
of  the  bailout  by  a  pen- 
ny, but  it  sure  makes 
the  target  easier  to  hit. 

Then  there's  the 
peace  dividend.  Some 
Democrats  want  to  re- 
duce military  spending. 
Most  Republicans  want 
to  let  it  rise  a  bit.  The 
budgetmeisters  could 
simply  keep  it  at  about 


$300  billion,  where  it  is  today.  Because 
all  the  proposed  cuts  in  defense  spend- 
ing are  measured  from  the  Pentagon's 
inflated  projections,  merely  holding  the 
line  will  allow  budgeteers  to  claim  $10 
billion  in  savings. 

A  few  billion  more  can  be  picked  up 
by  further  cuts  in  medicare.  The  White 
House  says  it  will  insist  on  major  "enti- 
tlement reform."  This  is  budge tspeak 
for  big  cuts  in  Social  Security  and 
medicare  benefits.  And  it  won't  hap- 
pen. But  the  budget  summiteers  can 
get  an  additional  $3  billion  or  so  from 
payments  to  doctors  and  hospitals. 
FIDDLER'S  DELIGHT.  The  government 
spends  about  $200  billion  for  all  other 
domestic  programs,  including  educa- 
tion, science,  law  enforcement,  and 
transportation.  A  handful  of  small  cuts 
in  actual  spending  and  a  large  dose  of 
wishful  thinking  can  produce  up  to  $7 
billion  in  savings  here. 

Then  there  are  revenues.  Bush  has 
already  proposed  about  $20  billion  in 
narrowly  focused  tax  hikes,  user  fees, 
and  improved  collections  by  the  Inter- 
nal Revenue  Service.  The  budgeteers 
may  fiddle  with  the  mix  a  bit,  but  they 
could  easily  agree  to  the  same  $20  bil- 
lion in  new  revenues.  That  way,  they 
get  the  money,  and  nobody  gets 
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HOW  TO  REDUCE  THE  DEFICIT 
WITHOUT  REALIY  TRYIHG 


ALL  FIGURES  IN  BILLIONS  OF  DOLLARS 


Remove  the  cost  of  the 
S&L  bailout  from  the 
Gramm-Rudman 
calculation  $50 

Raise  user  fees  and  sin 
taxes  and  assume  bet- 
ter IRS  collections  $20 


Maintain  actual 
Defense  spending  at 
current  levels  $10 


Reduce  medicare  pay- 
ments to  doctors  and 
hospitals  $3 


Miscellaneous  cuts  in 
planned  domestic 
spending  $7 


Claim  savings  on 
food  stamps  without 
reducing  the  cost  $15 


Shift  costs  from  fiscal 
1991  to  fiscal  1990 
and  claim  interest 
savings 


Gramm-Rudman 
fudge  factor 


TOTAL  LOPPED  OFF  THE  DEFICIT 

DATA;  BW 


$121 


blamed  for  new  taxes.  Bush  migh' 
even  get  his  capital-gains  tax  cut 
which  he  claims  raises  about  $5  billion 
But  we're  not  quite  at  the  $64  billioi 
goal.  That  takes  three  more  steps. 

The  first  involves  making  $15  billioi 
worth  of  food  stamps  disappear.  Th<  ippe 
program  is  due  to  expire  this  year.  Be 
cause  of  a  quirk  in  Gramm-Rudman 
the  spending  can  be  excluded  from  th< 
deficit  until  Congress  formally  extendi 
the  food-stamp  law.  There's  no  ques 
tion  that  the  program  will  go  on,  bu 
for  now — poof— the  cost  disappears. 

All  of  these  hypothetical  spending 
cuts  and  revenue  increases  mean  th( 
government  would,  in  theory,  borrow  j 
lot  less.  So  the  negotiators  can  clain 
savings  from  lower  interest  payments 
BEG  TO  DEFER.  That  gets  the  deficifla^f 
down  to  $74  billion.  The  last  $10  bil 
lion?  Piece  of  cake — er,  make  tha' 
fudge.  Get  the  deficit  within  $10  billioi  irisfo 
of  the  target  and  the  automatic  cuts  b 
are  waived. 

If  for  some  reason  the  negotiatorSioiit 
can't  juggle  the  books  sufficiently 
they  can  still  beat  the  system.  For  ex 
ample,  they  could  assume  that  a  bud  :lose 
get  deal  would  drive  down  interesi 
rates  by  one  percentage  point.  Thai 
"saves"  about  $2  billion. 

Or  they  can  drop  th( 
Social  Security  surplus 
from  the  budget  calcu- 
lation. That  would  in 
crease  the  deficit  bj 
$75  billion.  But  it  woulc  jer 
also  give  the  lawmak 
ers  an  excuse  to  raise  is 
the    Gramm-Rudmar  ITS  ti 
targets  and  defer  the  id 
goal  of  a  balanced  bud 
get  until  1999  or  so 

Of  course,  none  oi 
this  will  actually  reduce 
federal  borrowing.  Bui 
it  lets  the  negotiators 
claim  they  cut  the  defi 
cit  without  offending 
any  constituents.  Presi 
dent  Bush  can  keep  his 
"no  new  taxes"  pledge 
Democrats  can  protecl 
domestic  spending.  Anc  il 
everybody  can  take 
credit  for  the  biggesi 
deficit-reduction  plan  ir 
history — even  if  i1|ii< 
doesn't  add  up. 
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)W  MILLIKEN'S  TIGHTLY  KNIT 
NPIRE  COULD  UNRAVEL 


Ment  family  members  have  teamed  with  outsiders  to  force  changes 


lew  outsiders  know  it,  but  Roger 
iMilliken  runs  what  may  be  the 

largest,  most  profitable  textile  com- 

in  the  U.  S.  With  an  estimated  $2.5 
)n  in  sales,  some  of  the  best- 
aped  mills  in  the  country,  and  1,200 
its,  Milliken  &  Co.  is  an  exception  to 
typical  debt-laden,  import-squeezed 
le  maker.  But  you  won't  find  Roger 
ken  bragging.  The  74-year-old  chief 
utive  declines  to  disclose  even  the 
,  basic  financial  details. 
)w,  two  upstarts  may  be 
•oying  Milliken's  plan  to  re- 
the  best-kept  secret  in 
les.  Two  rivals,  E.  Erwin 
drey  and  Bettis  C.  Rains- 
have  purchased  a  tiny  per- 
ige  of  Milliken  stock  from 
roup  of  unhappy  family 
ibers.  Maddrey,  49,  and 
sford,  38,  who  run  textile 
3r  Delta  Woodside  Indus- 
Inc,  bought  the  stock 
out  so  much  as  a  peek  at 
ken's  books.  They  since 

fought  to  force  Milliken  to 
ose  its  financial  position, 

on  May  4,  a  Delaware 
t  sided  with  them.  What's 
other  lawsuits  eventually 
1  disrupt  Roger  Milliken's 
laid  succession  plans. 

BLOOD.  The  disgruntled 
eholders  are  the  seven  chil- 

of  Joan  Milliken  Stroud, 
ir  Milliken's  sister,  who 

in  1985.  The  bad  blood 

back  even  further,  back  30 
s  to  when  Roger  Milliken 
1  Joan's  husband,  Dick 
ad.  Shortly  afterward,  Mil- 
I  instituted  an  antinepotism 
y  that  shut  out  all  family 
ibers  except  his  brother 
ish  and  cousin  Minot.  The 
3  control  50%  of  the  company's 
i,  according  to  court  documents. 
'd  up  with  their  tiny  role  and  what 

saw  as  a  puny  dividend,  the  Stroud 
ly  decided  to  sell  their  17%  stake.  So 
year  they  hired  Interstate/ Johnson 
J,  a  Charlotte,  N.  C,  investment 
to  shop  the  shares.  Interstate 
ted  Maddrey  and  Rainsford. 
le  pair  are  misfits  in  the  tight-knit, 
lar  business.  They  don't  belong  to 
stry  associations  and  are  conspicu- 
y  quiet  on  the  issue  of  trade  legisla- 

to  ease  foreign  competition.  Mad- 


drey, a  24-year  textile  veteran,  teamed 
six  years  ago  with  Rainsford,  a  private 
investor,  to  start  Delta  Woodside.  The 
company  gobbled  up  cast-off  plants 
from  such  giants  as  J.  P.  Stevens  &  Co. 
and  Cannon  Mills  Co.,  cut  operating 
costs,  and  kept  corporate  overhead  low. 
Delta  Woodside  last  year  earned  $30.2 
million  on  $569  million  in  sales. 

Independently  of  Delta  Woodside, 
Maddrey  and  Rainsford  so  far  have 
spent  only  $73,000  for  less  than  one- 


tenth  of  1%  of  Milliken  stock.  They  paid 
Stroud  family  members  $132  a  share,  the 
same  price  Milliken  once  offered  to  buy 
out  the  dissidents.  Interstate  reckons 
each  share  is  worth  $400.  So  once  they 
get  a  look  at  the  books,  the  pair  promise 
to  pay  more  if  they  determine  the  shares 
should  have  a  higher  value. 
LOST  SUIT.  But  Milliken  didn't  want  to 
open  the  books — unless  the  buyers 
signed  an  18-page  confidentiality  agree- 
ment that,  among  other  things,  prohibit- 
ed them  from  showing  the  numbers  to 
investment  advisers,  competitors,  cus- 


tomers, or  suppliers.  Instead  of  signing, 
Maddrey  and  Rainsford  sued.  And  now 
the  court  has  ruled  that  the  agreement 
was  unreasonable  and  that  Milliken 
must  disclose  the  company's  financial 
figures.  The  ruling  also  orders  both  par- 
ties to  negotiate  a  less  prohibitive  confi- 
dentiality agreement.  If  they  can't  com- 
promise, they  must  submit  their 
objections  to  the  court  for  a  ruling.  Nei- 
ther the  company  nor  Milliken's  lawyers 
will  comment  on  the  case. 

Lawyers  for  Maddrey  and  Rainsford 
say  there's  another  reason  for  Milliken's 
sealed  lips.  "We  believe  Milliken  resisted 
disclosure  partly  because  of  the  conse- 
quences it  would  have  on  his  estate  plan- 
ning," says  Gregory  A.  Inskip,  an  attor- 
ney with  Potter  Anderson  &  Corroon, 
the  Wilmington  (Del.)  law  firm  that  rep- 
resents the  two  men.  If  shares  are  sold 
at  a  higher  price,  the  IRS  would  no  doubt 
notice.  As  the  elder  Millikens 
die  and  their  children  inherit 
stakes,  the  estate  taxes  could 
be  computed  at  the  loftier 
price.  In  court  documents,  Milli- 
ken expresses  his  worries  over 
his  heirs'  future  tax  liabilities. 
"Estate  taxes  aren't  a  small 
matter  for  a  company  like 
this,"  says  Ed  Rosenson,  a  tax 
partner  at  Ernst  &  Young. 
MAN  OBSESSED.  Roger  Milliken 
has  been  obsessively  intent  on 
insuring  that  the  company 
stays  intact  well  after  he  dies. 
Three  times  in  the  last  three 
years,  he's  tried  to  amend  Milli- 
ken's certificate  of  incorpora- 
tion. Under  his  plan,  the  compa- 
ny couldn't  change  ownership 
without  807'  stockholder  ap- 
proval, and  shareholders  would 
get  just  3  of  10  board  seats. 
But  each  time  he  has  proposed 
the  changes,  the  Strouds  have 
sued  in  Delaware  court.  Their 
lawyers  last  month  asked  the 
court  for  summary  judgment. 

Milliken  has  reason  to  be 
worried.  Maddrey  and  Rains- 
ford make  no  secret  of  their 
long-term  plans.  "We  think 
down  the  road  this  company 
could  be  an  acquisition  target," 
says  Maddrey.  "If  we  can  purchase  the 
Strouds's  stake  at  a  reasonable  price — 
which  for  the  Strouds  would  be  well 
above  what  the  company  is  offering — 
and  hold  on  to  it  for  a  while,  we  think 
we  can  get  investors  and  other  partners 
interested."  Worse,  from  Milliken's  point 
of  view,  the  flap  may  lure  other  bidders. 

Yet  it  was  Milliken  himself  who  may 
have  jeopardized  the  company's  indepen- 
dence. In  trying  to  lock  out  new  inves- 
tors, he  may  have  opened  the  door  to 
uninvited  bids. 

By  Walecia  Konrad  in  Atlanta 
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EXECUTIVE  SUITE  I 


THE  UNHAPPY  CAMPERS 
AT  WINNEBAGO 


Its  woes:  Poor  sales,  turmoil  at  the  top,  and  a  risky  satellite-TV  venture 


Winnebago  mobile  homes  help 
people  escape  the  rat  race 
without  giving  up  civilization. 
The  Winnebagoer  can  enjoy  the  com- 
forts of  home— air  conditioning,  a  hot 
stove,  even  a  shower — in  the  middle  of 
nowhere.  But  just  because  a  company 
makes  escape  vehicles  doesn't  mean  it 
can  isolate  itself  from  financial  troubles. 

Winnebago  Industries  Inc.  is  learning 
that  the  hard  way.  The  company  in  Janu- 
ary stopped  borrowing  from  commercial 
banks  and  instead  raised  cash  by  furi- 
ously selling  stock  hold- 
ings and  dealer  receiv- 
ables. Already,  that 
plan  is  in  trouble:  Win- 
nebago on  May  10  can- 
celed its  regular  divi- 
dend, eliminating  the 
$2.4  million  semi-annual 
outlay.  That  bad  news 
came  just  two  weeks  af- 
ter 76-year-old  Chair- 
man John  K.  Hanson, 
who  controls  47%  of  the 
stock,  abruptly  dis- 
missed Richard  D.  Con- 
ner as  chief  executive. 

That's  the  fourth 
switch  at  the  top  in  the 
last  two  years,  but  it's 
just  part  of  the  pall 
over  Winnebago.  For  on 
top  of  the  executive- 
suite  turmoil  and  a  can- 
celled dividend,  Hanson 
is  sticking  with  a 
chancy,  money-losing 
venture  into  satellite 
communications  called 
Cycle-Sat  Inc. 
COLO  FEET.  Winnebago, 
based  m  Forest  City, 
Iowa,  insists  the  dividend  move  results 
from  business  woes  (charts),  not  trou- 
bles wit! I  the  banks.  Hanson  is  staying 
mum,  but  Winnebago  Chief  Financial 
Officer  Ed',vi:i  F.  Barker  blamed  the 
move  on  a  million  second-quarter 
loss.  "Returns  ■  shareholders  are  usual- 
ly paid  out  oj  [jrofits,"  Barker  says. 
"When  there  at  no  profits,  there  are  no 
dividends.  It's  s^nple." 

It's  also  a  simple  truth  that  Winneba- 
go's financial  flexibility  is  limited  after 
its  collision  with  bankers  last  January, 
when  Norwest  Bank  canceled  a  $50  mil- 


lion revolving-credit  line.  Then,  on  Feb. 
1,  Mitsui  Bank  Ltd.,  guarantor  for  $64.39 
million  of  Winnebago  Acceptance  Corp. 
commercial  paper,  required  Winnebago 
to  swiftly  pay  off  that  debt.  And  Ameri- 
can Acceptance  Corp.  canceled  a  $30  mil- 
lion line  of  wholesale-financing  credit. 
Winnebago's  only  new  credit  is  $15  mil- 
lion from  ITT  Commercial  Finance 
Corp. — and  that  expires  on  May  30. 

What  happened?  The  banks  aren't 
talking,  but  Barker  says  Winnebago  re- 
buffed Norwest's  insistence  that  Winne- 
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WINNEBACOES  TO  GO:  BACKED-UP  INVENTORT  LED  TO  A  COLLISION  WITH  BANKERS 

WINNEBAGO'S  UNHAPPY  TRAILS 

REVENUES  NET  EARNINGS  OR  LOSS 


'88      '89  '90 

FISCAL  YEARS  ENDING  IN  AUGUST 

MILLIONS  OF  DOLURS 


'85       '86      '87       '88      '89  '90 
FISUL  YEARS  ENDING  IN  AUGUST 
>.  MILLIONS  OF  DOLLARS  DATA  COMPANY  REPORTS 


bago  put  up  company  assets  to  secure 
its  $50  million  credit  line.  Norwest  was 
worried  about  unsold  inventory  of  Win- 
nebago motor  homes  that  would  reach 
$94.6  million  on  Jan.  22,  up  from  $73.8 
million  in  late  August.  Mitsui,  hearing  of 
Norwest's  misgivings,  got  cold  feet,  too. 
Barker  says.  So  Winnebago  decided  to 
go  it  alone,  dumping  $22  million  in 
stocks,  netting  a  loss  of  $3.2  million,  and 
selling  nearly  all  of  its  $53  million  in 
dealer-financing  receivables.  By  April's 
end,  inventory  was  pared  to  $62  million, 
and  Winnebago  had  $9  million  in  cash. 


Yet  there's  no  new  bank  credit  in  sigt. 

Institutional  investors,  who  have  stfljip 
the  stock  dive  to  around  $4  from  a  Ifl^ 
week  high  of  nearly  $9,  seem  inclinedMi|  | 

give  Winnebago  time.  "This  obviouslj 
one  that  hasn't  worked  out,"  said  St( 
Norwitz,  spokesman  for  T.  Rowe  Pr 
Associates,  the  Baltimore-based  f 
manager  and  Winnebago's  largest  in; 
tutional  holder.  "But  we  have  no  int 
tion  of  dumping  the  stock  now."  Cha: 
W.  Brooks  of  Robert  E.  Torray  & 
even  views  the  dividend  cancellation 
good  news.  "For  the  first  time  in  a  Ic 
while,  the  company  is  facing  up  to  so: 
of  its  problems." 

STRANGE  BET.  Winnebago  surely  is 
the  only  mobile-home  maker  whose  bi 
ness  is  skidding.  The  industry  nei 
fully  recovered  from  the  oil  shocks 
the  1970s.  But  last  year's  showing 
especially  bad,  with  revenues  down  1( 
to  $2.98  billion,  while  unit  sales  ss 
16%,  to  61,200  mol 
homes.  Winnebag 
share  of  the  action  n  tees.  I 
rowed  to  18%  from  2(  toit 

With  those  problei 
Cycle-Sat  seems 
strange  bet.  Last  ye 
the  unsuccessful  adv 
ture  in  distributing 
vertising  spots  to 
stations  via  satellite  I 
$7.6  million — up  fn 
$1.9  million  in  1987 
spite  the  cash  sque* 
at  Winnebago,  the  cc 
pany  early  this  yt 
converted  a  $12  mill 
Cycle-Sat  note  into  cc 
mon  stock  in  the  ui  nee  si 
Hanson  also  conven 
a  $3  million  perso: 
loan    into  Cycle-^ 
stock.  Cycle-Sat  s 
needed  cash,  so  Win 
bago  turned  to  McD^ 
nell  Douglas  Finar 
Corp.  to  raise  $4.3 
lion  by  selling  Cycle- 
equipment  and  leasi 
it  back  for  $4.9  mill 
over  six  years. 
Rivals  say  that  Hanson's  commitnK  irrang 
to  Cycle-Sat  may  have  encouraged     ' ' 
banks  to  cut  off  Winnebago's  crejmpa 
Even  Barker  concedes  that  Cycle-^ 
"may  have  been  one  of  the  factors 
best,  critics  say,  Cycle-Sat  is  a  distr 
tion  the  company  can  ill  afford.  "Peo 
who  go  into  those  kinds  of  business 
get  distracted  from  their  goals,"  s{ 
David  R.  Marriner,  treasurer  of  comp' 
tor  Fleetwood  Enterprises  Inc.  W 
Winnebago  in  a  rut,  Hanson  may  hi 
to  bring  his  ambitions  back  to  earth. 
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HE  RETIRING  KIND  ARE  GETTING 
IILITANT  ABOUT  BENEFITS 


niors  are  taking  former  employers  to  court  over  health  care  rollbacks 


tobert  D.  Sprague  was  never  one 
to  talk  back  to  the  boss.  For  39 
years,  he  toiled  obediently  for 
;vrolet  in  Flint,  Mich.,  rising  to  main- 
ance  foreman  before  his  retirement 
1982.  But  Sprague  shifted  gears  on 
;.  11,  1987,  when  General  Motors 
■p.  told  him  that  retired  salaried  em- 
i^ees  would  have  to  pay  part  of  their 
1th  care  tab.  Sprague  says  the  auto 
<er  lured  him  into  retiring  at  age  55 
promising  low-cost  medical  care  for 
.  "They  had  no  right  to  break  their 
mise,"  he  says.  "The  more  I  thought 
ut  it,  the  mad&er  I  got." 
prague  vented  his  anger  last  August 
filing  suit  on  behalf  of  84,000  GM 
rees.  The  two  sides  will  square  off  in 
;roit  federal  court  on  July  2.  The 
; — which  GM  wants  dismissed — puts 
auto  giant  among  the  growing  ranks 
companies  facing  suits  by  outraged 
rees.  The  seniors'  militancy  is  also 
ing  pause  to  other  companies  that 
it  to  unload  some  of  the  cost  of  cur- 
t  and  future  retirees'  health  care, 
t's  quite  a  load.  Based  on  the  cur 
t  population,  the  bill 
/  wind  up  totaling 

2  billion,  says  the 
leral  Accounting  Of- 
'.  And  that  obligation 
Id  darken  a  lot  of 
ance  sheets  if  the  Fi- 
icial  Accounting 
ndards  Board  ap- 
ves  a  pending  rule 
nge.  The  new  stan- 
ds would  force  com- 
lies  to  post  dramati- 
ly  increased  long- 
m  liabilities  by 
;losing  projected  re- 
e  health  care  costs 
their  financials. 
it  the  heart  of  the  le- 
wrangling  is  the  na- 
e  of  the  promise  that 
Dmpany  makes  to  its 
irees.  Unlike  pen- 
is, medical  benefits 
n't  vested — or  guar- 
eed  at  a  set  level, 
it  distinction  didn't 
tter  when  health 
e  costs  were  low. 
w,  though,  compa- 

3  argue  that  their 
ployees  can't  count 

lifetime  coverage. 


"Companies  always  took  the  position 
that  they  could  change  a  health  plan  at 
any  time,"  says  Edward  J.  Davey,  a 
principal  of  A.  Foster  Higgins  &  Co.,  a 
benefits  consulting  firm. 

But  the  courts  disagree.  Judges  are 
ruling  that  companies  may  have  unwit- 
tingly made  binding  promises  of  lifetime 
health  care  through  plan  documents, 
handbooks,  and  conversations.  The 
courts  have  decided  that  employers  can 
alter  benefits  only  if  they  have  explicitly 
reserved  the  right  to  do  so  (table). 

Many  companies  find  themselves  in 
the  uncomfortable  position  of  Primerica 
Holdings  Inc.,  which  is  fighting  a  retiree 
suit  filed  last  December.  In  February, 
1989,  the  company  began  charging  its 
2,500  retirees  $50  a  month  for  their 
health  plan,  up  from  $5.  The  retir- 
ees maintain  that  Primer- 
ica didn't  reserve  the 
right  to  alter 


CUTTING  RETIREE  BENEFITS: 
HOW  COMPANIES  CAN  AVOID  TROUBLE 

►  Clearly  reserve  the  right  to  terminate  or  change  benefits 

►  Never  assure  retiring  employees  that  their  benefits  are  for  life 

►  Make  consistent  statements  about  benefits  in  all  communications 

►  If  union  employees  strike  after  their  contract  has  expired,  compa- 
nies should  consider  cutting  off  retiree  benefits.  Otherwise,  courts 
could  assume  that  retirees'  benefits  are  guaranteed 


its  health  plan  and  promised  lifetime 
benefits  at  nominal  costs.  Replies  Pri- 
merica: "We  believe  their  suit  is  without 
merit  and  that  our  plan  documents  clear- 
ly have  reservation  language." 

Older  companies,  such  as  GM,  could 
suffer  the  most  from  their  past  prom- 
ises. At  GM,  the  productivity  of  400,000 
employees  must  support  a  retiree  popu- 
lation of  about  equal  size — and  a  retiree 
health  tab  of  $1  billion  in  1989.  The  com- 
pany would  not  comment  on  Sprague's 
suit,  but  it  says  that  it  has  improved  its 
retiree  benefits  overall. 
SIDE  EFFECTS.  Some  employers  can  take 
solace  from  the  rulings.  In  1988,  a  feder- 
al appeals  court  in  Cincinnati  held  that 
American  General  Corp.  could  make  re- 
tirees pay  part  of  their  medical  cover- 
age. The  court  found  that  plan  docu- 
ments explicitly  stated  that  the 
insurance  company  could  change  bene- 
fits and  that  the  documents  preempted 
oral  promises. 

Congress  is  trying  to  help  companies 
pay  retiree  health  benefit  costs  by  allow- 
ing them  to  set  aside  money  in  tax-fa- 
vored funds — much  as  pensions  are  fi- 
nanced. But  industry  and 
benefits  experts  worry  that 
bills  introduced  by  Senator 
Howard  M.  Metzenbaum  (D- 
Ohio)  and  Representative  Rod 
Chandler  (R-Wash.)  could  have 
troubling  side  effects.  "If  Con- 
gress allowed  prefunding  and 
an  employer  set  aside  money, 
I  think  courts  would 
look  at  this  as  evidence 
that  an  employer  in- 
tended to  pay  benefits 
for  life,"  says  Washing- 
ton benefits  expert 
Lawrence  G.  Atkins. 

That  could  reduce 
companies'  ability  to 
pare  back  retirement 
promises  made  to  cur- 
rent workers.  Many  em- 
[iloyers  already  have  re- 
designed their  health 
plans  to  inject  more  cer- 
tainty into  future  costs. 
Some  are  limiting  the 
amount  they  will  pay 
for  each  retiree.  Others 
are  granting  employees 
cash  to  buy  their  own 
insurance. 

At  the  least,  compa- 
nies are  phrasing  their 
promises  more  careful- 
ly. Even  so,  employers 
with  large  older  work 
forces  could  be  forced 
to  learn  a  costly  lesson 
at  the  hands  of  angry 
retirees. 

By  Susan  B.  Garland 
in  Washington 
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Stop  and  take  a  good  look  at 
your  athletic  shoes.  What  do  you 
see?  Everything  except  Akzo, 
we'll  bet.  There's  a  good  chance 
that  Ak7.o  created  the  synthetic 
yarns  thai  vjcnt  into  making  the 
light,  supple,  ir  y  upper  part  of 
the  shoes. 

Not  to  mention  the  rugged, 


waterproof  synthetics  used  for 
the  soles.  Actually,  your  entire 
shoe  probably  had  its  beginnings 
with  Akzo. 

Stop  and  take  a  good  look  at 
your  car.  What  do  you  see?  Every- 
thing except  Akzo,  we'll  bet. 
But  chances  are  that  the  weight- 
saving  materials  used  in  the 


chassis  were  developed  by  Akzo. 

And  that  the  rich  feel  of  the 
upholstery  is  a  result  of  Akzo 
ingenuity.  And  that  the  tires  have 
been  reinforced  with  Akzo  fibers 
for  a  firm  grip  and  durability.  And 
that  the  glossy  metallic  finish  is 
the  product  of  Akzo  innovation. 

And  that  the  gas  your  car  runs 


on  is  made  with  the  help 
catalysts.  And  the  chanc 
to  10  that  the  seat  belts  hi 
been  made  from  Akzo  pi 
yarn. 

Stop  and  take  a  good 
an  airplane.  What  do  yo 
Everything  except  Akzo.in'li 

Yet  it  is  quite  possib  t 


\ 
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that  makes  your  long- 
:  flight  a  pleasant  one  was 
ted  with  Akzo  materials, 
t  the  plane's  frame 
solidity  to  sophisticated 
lustrial  fibers.  And  that 
emicals  and  fibers  were 
manufacturing  the  tires, 
there's  a  good  chance 


that  the  coating  chosen  by  the 
airline  to  keep  down  its  mainte- 
nance costs  was  made  by  Akzo. 

Coatings  that  can  withstand 
175°  F  changes  in  temperature 
before  you've  even  finished  your 
complimentary  drink,  in  fact, 
wherever  speed  is  a  factor  and 
any  excess  weight  can  be  a  handi- 


cap, Akzo  isn't  very  far  away. 

The  70,000  people  who  work 
for  Akzo  in  some  50  countries 
around  the  world  are  continually 
creating  new  materials  for  the 
health  care,  automobile,  space 
and  aircraft  industries.  And  for 
skis  and  athletic  shoes  as  well. 

Chances  are  that  everywhere 


you  look,  you'll  see  Akzo.  And 
chances  are  you'll  never  actually 
see  our  name.  Something  we've 
been  willing  to  accept  all  these 
years.  Except  for  today. 
For  further  information  please 
write  to: 

Akzo  America  Inc.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 
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Commentary /by  James  B.  Treece 


GM:  WRONG  MOVE.  WRONG  TIME.  WRONG  REASON 


S 


hould  General  Motors  Corp. 
sweeten  its  pension  plan  for  top 
managers?  gm's  shareholders 
will  answer  that  question  in  a  proxy 
vote  at  the  industrial  giant's  annual 
meeting  on  May  25.  Already,  investors 
and  outside  parties  alike  see  the  vote 
as  a  referendum  on  the  performance, 
style,  and  political  saw\^  of  GM's  man- 
agement. Certainly,  it  is  that.  But  the 
question  deserves  closer  scrutiny  on  its 
own  merits.  For  what  GM  proposes  is  to 
bring  its  pension  plan  into  line  with  a 
compensation  policy  that  is  as  wide- 
spread as  it  is  ill-advised.  At  best,  the 
vote  will  encourage  a  harder  look  at 
how  Corporate  America  structures  its 
priciest  pensions. 

The  auto  maker's 
case  for  changing  its 
pension  plan  is  straight- 
forward. A  GM-commis- 
sioned  study  comparing 
GM  with  other  major 
U.  S.  industrial  corpora- 
tions found  that,  as  a 
percentage  of  former 
top  executives'  peak 
earnings,  GM  pensions 
were  near  the  bottom — 
in  the  21st  percentile,  to 
be  precise.  GM  argues 
that  such  a  poor  rank- 
ing could  hurt  its  ef- 
forts to  attract  and 
keep  talented  manag- 
ers. The  remedy:  alter 
the  basis  of  pension 
computations.  Current- 
ly, pensions  are  figured 
on  the  basis  of  a  retir- 
ing top  executive's 
straight  salary,  using  the  five  highest- 
paid  years  out  of  the  executive's  final 
10  years  at  GM.  The  proposed  changes 
would  base  the  computations  on  the 
retiring  executive's  total  compensation, 
including  both  straight  salary  and  vari- 
ous performance  bonuses. 
PENSION  DOUBLED.  The  proposal  drew 
criticisms  the  way  a  red  Corvette 
draws  radar  guns.  Much  of  the  attack 
focused  on  GM  Chairman  Roger  B. 
Smith,  who  will  retire  on  Aug.  1.  Al- 
though 3,3.50  top  GM  managers  would 
benei'it  from  the  proposed  changes, 
Smith's  bank  account  would  swell  the 
most:  His  annual  pension  would  nearly 
double,  to  $1.25  million  from  $700,000. 
Smith's  critics  say  he  doesn't  deserve 


the  extra  money.  Although  GM  enjoyed 
its  six  most  profitable  years  during 
Smith's  decade-long  tenure  as  CEO,  the 
company  also  saw  its  share  of  the  U.  S. 
passenger-car  market  slide  11.2  per- 
centage points,  to  34.77c  last  year.  Its 
share  price  languished  during  a  bull 
market.  And  most  of  the  earnings 
gains  came  from  nonautomotive  opera- 
tions and  a  turnaround  in  overseas 
auto  earnings.  Domestic  auto  profits 
dwindled  as  GM's  productivity  trailed 
the  industry's  as  a  whole. 

Whether  or  not  the  pension-increase 
proposal  is  justified  in  Smith's  case,  it 
certainly  was  politically  inept.  GM's 
contract  with  the  United  Auto  Workers 


expires  on  Sept.  14.  The  proposed 
changes  will  make  it  harder  during  this 
summer's  negotiations  for  GM  to  push 
for  cost-sharing  on  medical  care — and 
more  to  the  point,  to  resist  UAW  re- 
quests to  boost  retiree  pensions.  Says 
LAW  President  Owen  F.  Bieber:  "In 
view  of  G.m's  largesse  to  its  executives, 
there  will  be  no  excuse  for  the  corpora- 
tion to  be  less  than  fully  responsive  to 
the  needs  of  our  older  members  and 
retirees." 

Moreover,  the  proposal  sends  the 
wrong  message  about  the  importance 
of  cost-cutting  to  GM's  work  force,  both 
union  and  management.  Over  the  past 
three  years,  GM's  profits  have  been 
driven  by  its  aggressive  Action  Plan, 


which  so  far  has  cut  $12.3  billion  out  o 
the  company's  fixed  and  variable  costs 
In  addition,  merit  raises  for  middl 
managers  have  been  frozen  since  th 
start  of  the  year  because  of  weak  aut 
sales.  To  increase  current  senior  ma: 
agers'  pensions  is  to  elect,  quite  sin 
ply,  to  increase  fixed  costs. 
'EXPONENTIAL.'  In  theory,  until  now 
performance  bonuses  have  been  earnei 
and  paid  when  the  company  did  wel 
By  packing  those  bonuses  into  per 
sions,  however,  GM  would  be  committer 
to  paying  more  even  when  the  highl 
cyclical  auto  industry  hits  the  skid: 
Without  a  cap  on  top  managers'  per 
sions,  which  the  current  proposal  lacks 
says  Brent  M.  Long 
necker,  regional  pra( 
tice  director  for  perfoi 
mance  and  compensE 
tion  management 
KPMG  Peat  Marwicl 
"this  could  literally 
exponential." 

That  hasn't  stoppe 
other  companies  froi 
basing  pensions  on  bot 
base  pay  and  bonuse: 
The  practice  is  wid( 
spread,  although  Lon| 
necker  notes  that  th 
definition  of  compens< 
tion  for  pension  formi 
las  is  constantly  unde 
review,  and  companie 
trying  to  become  mor 
lean  often  trim  the  del 
nition  back  to  base  sal 
ry.  Alan  M.  Johnsoi 
who  heads  up  the  exe 
utive-pay  practice 


Handy  Associates,  is  more  blunt:  GM 
■'just  copying  a  practice  that's  dumb 
GM  was  not  legally  required  to  ask  i1 
shareholders  to  approve  the  new  pei 
sion  plan.  Nor  is  it  bound  by  the  n 
suits  of  the  vote.  But  GM  had  promise 
shareholders  that  it  would  submit  n 
tirement-pay  matters  to  a  vote.  Th 
next  time  may  be  different,  though.  I 
its  proxy,  GM  warns  that,  "in  the  fi 
ture,  the  Corporation  does  not  conten 
plate  seeking  stockholder  ratificatio 
of  any  further  Board  actions"  that  r 
late  to  retirement  plans  for  salarie 
workers.  This,  then,  may  be  the  la; 
chance  for  GM's  shareholders  to  vol 
on  a  pension  plan  that  can  onl 


no 


weaken  GM's  cost  competitiveness. 
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Commentary /by  James  B.  Treece 


6M:  WRONG  MOVE.  WRONG  TIME.  WRONG  REASON 


S 


hould  General  Motors  Corp. 
sweeten  its  pension  plan  for  top 
managers?  gm's  shareholders 
will  answer  that  question  in  a  proxy 
vote  at  the  industrial  giant's  annual 
meeting  on  May  25.  Already,  investors 
and  outside  parties  alike  see  the  vote 
as  a  referendum  on  the  performance, 
style,  and  political  savvy  of  GM's  man- 
agement. Certainly,  it  is  that.  But  the 
question  deserves  closer  scrutiny  on  its 
own  merits.  For  what  GM  proposes  is  to 
bring  its  pension  plan  into  line  with  a 
compensation  policy  that  is  as  wide- 
spread as  it  is  ill-advised.  At  best,  the 
vote  will  encourage  a  harder  look  at 
how  Corporate  America  structures  its 
priciest  pensions. 

The  auto  maker's 
case  for  changing  its 
pension  plan  is  straight- 
forward. A  GM-commis- 
sioned  study  comparing 
GM  with  other  major 
U.  S.  industrial  corpora- 
tions found  that,  as  a 
percentage  of  former 
top  executives'  peak 
earnings,  GM  pensions 
were  near  the  bottom — 
in  the  21st  percentile,  to 
be  precise.  GM  argues 
that  such  a  poor  rank- 
ing could  hurt  its  ef- 
forts to  attract  and 
keep  talented  manag- 
ers. The  remedy:  alter 
the  basis  of  pension 
computations.  Current- 
ly, pensions  are  figured 
on  the  basis  of  a  retir- 
ing top  executive's 
straight  salary,  using  the  five  highest- 
paid  years  out  of  the  executive's  final 
10  years  at  GM.  The  proposed  changes 
would  base  the  computations  on  the 
retiring  executive's  total  compensation, 
including  both  straight  salary  and  vari- 
ous performance  bonuses. 
PENSION  DOUBLED.  The  proposal  drew 
criticisms  the  way  a  red  Corvette 
draws  radar  guns.  Much  of  the  attack 
focused  on  GM  Chairman  Roger  B. 
Smith,  who  will  retire  on  Aug.  1.  Al- 
though 3,350  top  GM  managers  would 
benefit  from  the  proposed  changes, 
Smith  s  bank  account  would  swell  the 
most:  His  annual  pension  would  nearly 
double,  to  $1.25  million  from  $700,000. 
Smith's  critics  say  he  doesn't  deserve 


the  extra  money.  Although  GM  enjoyed 
its  six  most  profitable  years  during 
Smith's  decade-long  tenure  as  CEO,  the 
company  also  saw  its  share  of  the  U.  S. 
passenger-car  market  slide  11.2  per- 
centage points,  to  34.7%'  last  year.  Its 
share  price  languished  during  a  bull 
market.  And  most  of  the  earnings 
gains  came  from  nonautomotive  opera- 
tions and  a  turnaround  in  overseas 
auto  earnings.  Domestic  auto  profits 
dwindled  as  GM's  productivity  trailed 
the  industry's  as  a  whole. 

Whether  or  not  the  pension-increase 
proposal  is  justified  in  Smith's  case,  it 
certainly  was  politically  inept.  GM's 
contract  with  the  United  Auto  Workers 


expires  on  Sept.  14.  The  proposed 
changes  will  make  it  harder  during  this 
summer's  negotiations  for  GM  to  push 
for  cost-sharing  on  medical  care — and 
more  to  the  point,  to  resist  UAW  re- 
quests to  boost  retiree  pensions.  Says 
UAW  President  Owen  F.  Bieber:  "In 
view  of  GM's  largesse  to  its  executives, 
there  will  be  no  excuse  for  the  corpora- 
tion to  be  less  than  fully  responsive  to 
the  needs  of  our  older  members  and 
retirees." 

Moreover,  the  proposal  sends  the 
wrong  message  about  the  importance 
of  cost-cutting  to  GM's  work  force,  both 
union  and  management.  Over  the  past 
three  years,  GM's  profits  have  been 
driven  by  its  aggressive  Action  Plan, 


which  so  far  has  cut  $12.3  billion  out  o(' 
the  company's  fixed  and  variable  cost?' 
In  addition,  merit  raises  for  middlij  | 
managers  have  been  frozen  since  th(  | 
start  of  the  year  because  of  weak  aut«;  i 
sales.  To  increase  current  senior  man  i 
agers'  pensions  is  to  elect,  quite  sim  i 
ply,  to  increase  fixed  costs. 
'EXPONENTIAL.'  In  theory,  until  now 
performance  bonuses  have  been  earner 
and  paid  when  the  company  did  wel 
By  packing  those  bonuses  into  per 
sions,  however,  GM  would  be  committe 
to  paying  more  even  when  the  highl 
cyclical  auto  industry  hits  the  skids 
Without  a  cap  on  top  managers'  per 
sions,  which  the  current  proposal  lacks 
says  Brent  M.  Long 
necker,  regional  pra( 
tice  director  for  perfoi 
mance  and  compensj 
tion  management  a 
KPMG  Peat  Marwicl< 
"this  could  literally  b 
exponential." 

That  hasn't  stoppe 
other  companies  froi 
basing  pensions  on  bot 
base  pay  and  bonuses 
The  practice  is  wid( 
spread,  although  Lon^ 
necker  notes  that  th 
definition  of  compens; 
tion  for  pension  formi 
las  is  constantly  unde 
review,  and  companie 
trying  to  become  mor 
lean  often  trim  the  def 
nition  back  to  base  sal; 
ry.  Alan  M.  Johnsoi 
who  heads  up  the  exei 
utive-pay  practice  a 
Handy  Associates,  is  more  blunt:  GM  ' 
"just  copying  a  practice  that's  dumb. 

GM  was  not  legally  required  to  ask  it 
shareholders  to  approve  the  new  pei 
sion  plan.  Nor  is  it  bound  by  the  n 
suits  of  the  vote.  But  GM  had  promise 
shareholders  that  it  would  submit  n 
tirement-pay  matters  to  a  vote.  Th 
next  time  may  be  different,  though.  I 
its  proxy,  GM  warns  that,  "in  the  ft 
ture,  the  Corporation  does  not  conten 
plate  seeking  stockholder  ratificatio 
of  any  further  Board  actions"  that  r 
late  to  retirement  plans  for  salarie 
workers.  This,  then,  may  be  the  la; 
chance  for  GM's  shareholders  to  vol 
"no"  on  a  pension  plan  that  can  onl 
weaken  GM's  cost  competitiveness. 


32  BUSINESS  WEEK/MAY  28.  1990 


I 


diangedthe 
to  of  (he 
credit  card. 
Forevec 


lAT&T  Universal 


mm  was  ^}5bi  mi:i 

VISA 


One  WorldOne  Card: 


)  1990  AT&T  ,  Universal  Bank.  Columbus.  GA 


inii=] 

IHIiTi?:Wll 

EDITED  BY  HARRIS  COLLINGWOOD 

VAN  GOGH,  GOGH, 
GOGHING,  GONE 


►  Tokyo's  Kobayashi  Gallery 
stunned  the  art  world  on  May 
15,  buying  van  Gogh's  Por- 
trait of  Dr.  Cachet  for  $82.5 
million.  That  shattered  the 
record  set  for  a  work  sold  at 
auction  in  1987,  when  van 
Gogh's  Irises  sold  for  $53.9 
million.  The  bid  by  Hideto  Ko- 
bayashi on  behalf  of  an  anon- 
ymous Japanese  businessman 
helped  reassure  an  art  world 
fearful  that  Japanese  econom- 
ic turmoil  would  cool  the 
Western  art  market.  The  Jap- 
anese bought  43a  of  the 
works  sold  that  night. 

Kobayashi's  gallery  deals 
mainly  in  works  by  contempo- 
rary Japanese  artists.  But  in 
the  past  year  he  has  made 
significant  purchases  at 
Christie's.  Still,  the  price  he 
paid  for  the  van  Gogh 
shocked  even  his  gallery:  "We 
couldn't  imagine  it  would  be 
so  high,"  said  one  employee 
hours  after  the  auction. 


THE  UAW  TALKS  SHOP 
AT  HUDSON'S 


►  The  United  Auto  Workers 
expanded  its  push  into  service 
industries  when  employees  at 
a  Hudson's  department  store 
in  suburban  Detroit  chose  the 
UAW  as  its  bargaining  agent. 
The  store  is  the  first  in  the 
growing  Dayton  Hudson  re- 
tail empire  to  unionize.  The 
vote  in  part  reflects  dissatis- 
faction with  incentive-based 
pay  programs  for  sales  per- 
sonnel, a  compensation  plan 
that's  on  the  rise  at  many  de- 
partment stores. 


MORE  ASBESTOS  WOES 
ATMANV3LLE 


►  Why  has  a  trust  fund  set  up 
by  Manville  in  1988  to  handle 
claims  from  asbestos  victims 
run  ]  to  a  cash  crunch?  On 
May  15,  a  federal  and  a  New 
York  state  judge  ordered  tht_^ 
trust  to  answer  that  question 
with  a  full  accounting.  And 


the  judges  may  force  Manville 
to  pay  more  money  into  the 
trust,  which  has  assets  of  $2.8 
billion  but  faces  potential  li- 
abilities of  $5  billion. 

In  another  development, 
the  U.  S.  Supreme  Court  on 
May  14  declined  to  hear  a 
joint  action  filed  by  30  attor- 
neys general  against  26  as- 
bestos companies.  The  states 
want  the  companies  to  pay  for 
removing  asbestos  from 
schools  and  other  public  build- 
ings— a  tab  that  could  climb 
as  high  as  $16  billion. 


50UTHP0INT 

SHALL  NOT  RISE  AGAIN 


►  Southern  Progress,  a  unit 
of  Time  Warner,  said  on  May 
15  that  Southpoint  magazine 
would  fold  after  the  June  is- 
sue. Southern  Progress  Chief 
Executive  Don  Logan  says 
that  advertising  sales  have 
fallen  below  expectations 
since  Southpoint  first  ap- 
peared last  September.  He 
adds  that  Southpoint  wasn't 
able  to  sustain  the  250,000  cir- 
culation rate  base  inherited 
from  its  predecessor.  South- 
ern magazine. 

Southpoint  Editor  John 
Huey  says  he  is  deeply  disap- 
pointed by  Southern  Prog- 
ress' "fleeting"  commitment 
to  the  magazine,  whose  cover- 
age focused  on  large  South- 
ern cities.  Logan  says  senior 
executives  at  Time  Warner  in 
New  York  didn't  force  him  to 
pull  the  plug,  but  he  acknowl- 


BYE,  AMERICAN 


It's  a  fashion  statement  for  the 
fed  up.  Upset  by  repeated  urg- 
ings  that  he  use  Japanese  parts 
in  a  car  accessory  he  was  devel- 
oping, Thomas  Sundberg  of  Lin- 
coln Park,  Mich.,  printed  up  T- 
shirts  proclaiming:  "Buy  Ameri- 
can Made"  in  English — and 
Japanese.  Sundberg  says  a  "cou- 
ple hundred"  people  have 
bought  the  U.  S.-made  shirts  so 
far,  and  he  plans  to  send  their 
names  to  Congress  to  show  grass-roots  support  for  action  ) 
bring  down  the  U.  S.  trade  deficit. 

Sundberg's  T-shirts  seem  straightforward  enough.  But  th 
carry  a  mixed  message  about  American  quality  and  attenti- 
to  detail.  Rather  than  being  tailored  to  customers'  needs,  th 
are  available  only  in  size  extralarge.  And  the  Japanese  phra; 
written  by  Sundberg  and  his  wife  with  the  aid  of  a  fe 
language  texts  from  a  local  bookstore,  could  be  translated  ; 
"American  maid  to  buy." 


edged  that  Time's  debt-laden 
acquisition  of  Warner  in  1989 
had  a  role  in  his  decision.  "We 
obviously  have  cash  targets," 
he  says,  "and  perhaps  we  are 
more  aware  of  those  cash  tar- 
gets" after  the  buyout. 


THENLRB  GETS  TOUGH 
WITH  GREYHOUND 


►  Yet  more  problems  for 
Greyhound:  On  May  14,  the 
National  Labor  Relations 
Board  alleged  that  the  bus 
line  implemented  contract  pro- 
posals before  concluding  ne- 
gotiations with  the  Amalgam- 
ated Transit  Union.  The  board 
also  asserts  that  the  strike  by 


9,400   Greyhound  employee 
resulted  from  unfair  lab 
practices  and  not  an  econon: 
dispute. 

The  10-week  strike  coil 
force  Greyhound  into  bar- 
ruptcy.  If  the  NLRB  complait 
is  upheld.  Greyhound  could  i 
forced  to  reinstate  striki  r 
workers  with  back  pay 
which  the  company  could  , 
afford.  The  NLRB  also  filed, 
complaint  against  the  atu  ir 
engaging  in  strike  violence. 


LINDNER  LOSES  BIG 
AT  CIRCLE  K 


►  Creditors  finally  pulled  t-: 
plug  on  Circle  K,  which  fild 
for  Chapter  11  bankruptcy! 
Phoenix  on  May  15.  Th^ 
balked  at  plans  to  restructis 
the  convenience  store  chaiis 
$1.1  billion  in  debt. 

The  biggest  loser  is  Cincr 
nati  financier  Carl  Lindn*. 
His  38/'r  equity  stake  has  bea 
wiped  out,  and  he  must  joiia 
long  line  of  creditors:  Circlei 
owes  Lindner's  American  f- 
nancial  $10  million.  W 

American  Financial  is  lik<P 
to  suffer  further  if  leases  D 
Circle  K  are  renegotiated  Q 
bankruptcy.  The  bankrupty 
judge  also  may  frown  on  (•- 
cle  K's  plan  to  buy  back  '9 
stores  from  Lindner  ntt 
April  for  $85  million.  i 


I 


34  BUSINESS  WEEK/MAY  28,  1990 


It'sfiiee. 

The  best  things  in  life  are  free.  So  is  the  nt"^  ATSiT  Universal  Card.  As  a  1990  Charter  Member, 
use  the  card  for  a  purchcise— even  once  a  year— and  you'll  never  have  to  pay  an  annual  member- 
ship fee.  The  ATcS^T  Universal  Card.  tMI  the  benefits  of  AT&T  worldwide  connections  and  service, 
plus  the  purchasing  power  of  Visa®  or  MasterCard®  To  apply  call  toll-free:  1 800  662-7759. 


4000 


iATSiT  Universal 


^000  i®)H3  ^Bbl  Sff 


mi 


OneWorldOneCard 


©  1990  AT&T 


Universal  Bank.  Columbus,  GA 


tV/nailliMMit*TTnBTa!i 


I 


EDITED  BY  STEPHEN  H.  WILDSTRC1 


CAN  DICK  THORNBURGH 

GET  OUT  OF  THE  BRIAR  PATCH? 


For  nearly  two  years,  Attorney  General  Richard  L.  Thorn- 
burgh  has  had  Washington  insiders  scratching  their 
heads.  How  could  the  former  governor  of  Pennsylvania, 
who  was  known  as  such  a  savxy  politician,  seem  so  out  of 
place  in  the  Bush  Administration?  With  a  mid-May  shuffle  of 
the  top  management  at  Justice,  Thornburgh  finally  acknowl- 
edged that  he  had  serious  problems.  But  it's  far  from  clear 
whether  he  acted  in  time  to  restore  his  fading  image. 

Democrats  are  deeply  suspicious  of  Thornburgh.  Reports 
that  a  1989  leak  against  House  Majority  Whip 
William  H.  Gray  HI  (D-Pa.)  may  have  come 
from  within  Justice's  executive  suite  have  re- 
vived grumbling  that  the  department  is  willing 
to  play  politics  with  law  enforcement.  And 
Thornburgh's  strained  relations  with  civil- 
rights  groups  have  hurt  Republican  efforts  to 
reach  out  to  black  voters. 

The  departure  of  Deputy  Attorney  General 
Donald  B.  Ayer  after  only  six  months  on  the 
job  gave  Thornburgh  a  chance  to  bring  in  some 
old  Washington  hands.  He  elevated  legal  advis- 
er William  P.  Barr  to  the  No.  2  job  and  promot- 
ed Barr's  deputy,  J.  Michael  Luttig. 
SPARRING  MATCHES.  Perhaps  more  important  is 
the  reassignment  of  two  close  aides  from  the 
Pennsylvania  days.  Political  gatekeeper  Robert 
S.  Ross  Jr.  and  spokesman  David  R.  Runkel, 
whose  press  briefings  had  become  tense  spar- 
ring matches,  have  been  moved  to  lower-profile  jobs.  In  the 
new  organization,  division  chiefs  will  be  given  more  direct 
access  to  their  boss.  "If  you  look  at  the  picture  after  the  dust 
settles,  it  will  be  strongly  representative  of  the  Washington 
Establishment,"  says  one  senior  Justice  official. 

The  Thornburgh  Justice  Dept.  has  always  had  talent.  Line 
officials  such  as  Solicitor  General  Kenneth  W.  Starr  and  anti- 
trust chief  James  F.  Rill  are  widely  respected.  The  problem 
was  Thornburgh's  personal  staff,  which  was  run  by  insular 
members  of  his  Harrisburg  mafia. 


Legal  adviser  Barr's  assignment  will  be  to  become  the  ch  t 
operating  officer  of  a  department  that  hasn't  had  a  strojj 
No.  2  since  Thornburgh  took  over  in  the  last  months  of  tj* 
Reagan  Administration.  The  Justice  chief's  original  choice  fr 
the  job,  former  New  York  U.  S.  Attorney  Robert  B.  Fiske  J 
was  shot  down  by  conservatives.  Ayer,  a  California  U.  S.  att' 
ney  turned  corporate  lawyer,  never  found  a  way  to  work  w  i 
the  Pennsylvania  gang. 
The  new  hands  have  close  ties  to  the  White  House,  whi 
seems  to  signal  that  Thornburgh's  problei- 
have  begun  to  worry  top  Bush  aides.  Btr 
worked  at  the  Central  Intelligence  Agency  i- 
der  George  Bush  and  did  a  stint  in  the  Reag 
White  House.  Luttig  also  is  a  Reagan  Admin 
tration  veteran.  And  a  new  press  secretary  v 
be  hired,  possibly  from  the  White  House. 

Observers  on  Capitol  Hill  regard  the  movs 
as  long  overdue.  Congressional  staffers  gru 
ble  that  Justice  often  weighs  in  late  with  obj^ 
tions  to  pending  bills  and  tries  to  frustne 
committees'  efforts  to  gather  information  fra 
the  department. 

The  White  House  is  also  taking  a  strongr 
interest  in  policy  issues.  On  May  14,  after  me:- 
ing  with  representatives  of  black  groups,  te 
President  announced  that  he  would  try  to  wc< 
out  a  compromise  bill  overturnmg  a  string  f 
Supreme  Court  decisions  on  affirmative  actid. 
Earlier,  Thornburgh  drew  the  ire  of  the  civil-rights  communv 
by  trying  to  derail  the  legislation  with  veto  threats. 

Officially,  White  House  aides  insist  they  are  happy  with  te 
job  Thornburgh  is  doing  despite  the  turmoil  at  Justice.  I:t 
Thornburgh  has  already  damaged  his  political  reputation  ad 
dimmed  his  chances  for  seeking  another  elected  office.  Miil- 
ful  of  Bush's  fondness  for  a  tidy,  smooth-running  Administi- 
tion,  Thornburgh's  new  objective  may  be  to  lower  his  profile- 
and  simply  survive. 

By  Tim  Smi't 


CAPITAL  WRAPUP I 


THRIFTS 


lost  of  the  zillions  of  dollars  frit- 
Itered  away  by  the  nation's  im- 
provident savings  and  loans  are  gone 
forever.  But  the  Federal  Deposit  Insur- 
ance Corp.  has  launched  an  all-out  ef- 
fort to  recover  what  it  can  of  failed 
thrifts'  junk-bond  losses.  The  first  tar- 
get: Former  Drexel  Burnham  Lambert 
Inc.  junk  wizard  Michael  Milken's  $400 
million  settlement  with  the  Securities 
&  Exchange  Commission.  The  FDIC  is 
seeking  a  piece  of  the  pie  on  the 
jj; rounds  that  Milken  enticed  S&Ls  into 
un.',  H-nd  investments.  The  FDIC  plans 
to  >  i:k  further  restitution  directly 
from  .Milken  when  he  faces  criminal 


sentencing  this  fall.  The  agency,  a 
member  of  the  Drexel  bankruptcy 
creditors'  committee,  also  hopes  to 
squeeze  what  it  can  from  the  wreckage 
of  the  investment  banking  firm. 

CIVH  SERVANTS  

The  White  House  will  warn  that  par- 
tisan politics  will  infiltrate  the  FBI 
and  the  CIA  if  federal  employees  are 
freed  to  work  in  political  campaigns. 
That's  the  ostensible  reason  for  an  Ad- 
ministration threat  to  veto  an  overhaul 
of  the  Hatch  Act  already  passed  by  the 
Senate.  The  law  currently  bars  all  fed- 
eral civil  servants,  who  overwhelming- 
ly are  Democrats,  from  partisan  politi- 
cal activity. 


DEFENSE 


A quiet  rivalry  is  growing  be 
tween  two  top  Democratic  di 
fense  mavens.  Senate  Armed  Service 
Committee  Chairman  Sam  Nunn  (I 
Ga.)  grabbed  the  spotlight  this  sprin 
with  a  series  of  speeches  castigatin 
the  Bush  Administration  for  not  ha 
ing  a  military  strategy  for  a  post-cok 
war  world.  Now,  House  Armed  Se 
vices  Committee  Chairman  Les  Asp; 
(D-Wis.)  plans  to  take  the  stage  with 
presentation  on  military  threats  o' 
and  new.  Says  a  House  aide:  "Instea 
of  taking  Nunn's  conclusions  furthe 
Les  wants  to  define  some  ideologic: 
space  between  the  two  of  them." 


-J 
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A  PARIS  SHOP:  TIMMER  TURNED  THE  CONSUMER  ELEORONICS  DIVISION  AROUND  BY  CLOSING  PLANTS  AND  LAYING  OFF  THOUSANDS 


WHAT'S  BEHIND 
THE  BOMBSHELL  AT  PHILIPS 


The  company  shocks  Europe  by  ousting  its  president  in  favor  of  his 


hard-nosed  heir  apparent 


Jan  D.  Timmer's  colleagues  at  Philips 
headquarters  in  Eindhoven,  the 
Netherlands,  call  him  Hurricane  Gil- 
bert— after  the  brutal  storm  that  ripped 
through  the  Caribbean  islands  in  the  fall 
of  1988.  That  was  while  Timmer  was  in 
the  midst  of  shuttering  plants  and  slash- 
ing 7,000  jobs  in  the  course  of  turning 
around  the  company's  biggest  unit,  the 
consumer  electronics  division. 

Now,  Timmer  is  expect- 
ed to  cut  an  even  wider 
swath  at  the  high-tech  gi- 
ant. On  May  14,  Philips  an- 
nounced that  Timmer 
would  succeed  President 
Cornells  J.  van  der  Klugt 
on  July  1,  a  year  ahead  of 
schedule.  The  abrupt 
"ir  h,  shocking  in  Eu- 
1  >:■.  .''here  ousting  chief 
ext>-  lives  is  taboo,  was  a 
clear  signal  that  van  der 
Klugi':-  i::ru(  '.ing  three- 
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year  effort  to  restructure  the  S31  billion 
behemoth  is  faltering  badly. 

Philips"  troubles  are  an  ominous  sign 
for  Europe.  The  company  is  a  mainstay 
of  Europe's  hopes  of  withstanding  Japa- 
nese competition  in  high-tech  businesses 
from  computer  chips  to  high-definition 
T\'.  Under  van  der  Klugt,  Philips  became 
the  focus  of  Europe's  efforts  to  stay  in 
the  race.  Arguing  that  protection  from 
Asian  manufacturers  plus 
a  healthy  dose  of  Europe- 
an R&D  money  would  pro- 
duce big  profits  and  jobs, 
he  helped  persuade  the  Eu- 
ropean Community  to  im- 
pose dumping  duties  and 
quotas  on  such  Japanese 
products  as  VCRS  and  com- 
pact-disk players.  He  also 
got  his  fair  share  of  Euro- 
pean consortia  funds  for 
semiconductor  and  HDTV 
research.  Now,  with  Phil- 


ips floundering,  Europe's  defen 
against  Asian  competition  look  shab 

Philips'  directors  decided  to  dump 
der  Klugt  to  placate  institutional  im 
tors,  who  are  beginning  to  make  tip 
influence  felt  in  Europe.  Investors  wn- 
horrified  when  Philips  announced  tat 
its  operating  earnings  for  the  first  qit 
ter  had  plummeted  to  S3.25  million  fiir 
S121  million  a  year  ago.  Three  wets 
earlier,  they  had  heard  one  of  van  to 
Klugt's  perennially  optimistic  foreca.*!. 

The  Timmer  appointment  shored 
the  stock,  which  had  dropped  14%, t 
S17.12,  after  the  profit  report.  But  j'l 
ting  Philips  in  shape  for  the  increasirl^ 
competitive  1990s  will  be  much  touglff 
With  more  than  400  plants  spread  aci? 
the  globe.  Philips  still  resembles  a  IQ 
multinational  and  is  less  efficient  tp- 
its  tightly  organized  Japanese  and  iS 
rivals.  Its  sales  per  employee  in  1* 
were  8100,000,  roughly  half  Matsushi.'^ 
and  Sony's  and  25'c  below  General  Etc- 
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's.  Timmer  is  likely  to  be  as  ruthless 
h  Philips'  other  three  big  divisions — 
iting,  electronic  components,  and 
iputers  and  telecommunications — as 
was  in  consumer  electronics, 
an  der  Klugt  made  a  good  start  by 
asing  on  those  four  core  groups  and 
dding  almost  everything  else,  from 
;hbrushes  to  defense  electronics.  But 
ill  be  hard  for  Timmer  to  make  a  big 
act  quickly  because  of  union  resis- 
;e  and  public  attitudes  in  the  Nether- 
is,  where  employees  have  come  to 
'  on  Philips  for  everything  from  hous- 
to  orchestras.  "People  expect  Philips 
turn  around  like  a  sailboat,  but 
fre  working  with  a  supertanker," 
3  C.  K.  Prahalad,  a  University  of 
higan  professor  who  advised  Philips 
its  restructuring. 

inimer,  a  rugged-looking  57-year-old 
1  38  years  at  Philips,  won  the  top  job 
!r  a  long  string  of  turnarounds,  start- 
with  Philips'  South  African  subsid- 
',  which  he  took  over  in  1977.  In  the 
;y  1980s,  he  made  his  reputation  at 
lips'  then-troubled  music  subsidiary, 
idon-based  PolyGram  International 
.  He  closed  13  of  18  record-pressing 
x)ries  and  slashed  staff.  He  was  in- 
imental  in  buying  Island  Records  and 
1  Records  last  year  for  $732  million, 
.fter  becoming  head  of  consumer 
;tronics  in  1987,  he  transformed  Phil- 
flagship  division  into  a  global  com- 
tor  that  now  is  No.  2,  behind  Matsu- 
a  Electric  Industrial  Co.  Analysts 
mate  division  operating  profits  this 
r  at  $865  million,  nearly  double  those 
l988,  thanks  in  part  to  strong  TV  and 
ipact-disk-player  sales  in  the  U.  S. 
)DER  STORY.  But  Philips'  other  busi- 
ses  don't  come  close  to  that  perfor- 
ice.  Margins  in  the  world-leading,  $4 
on  lighting  division  have  softened  re- 
tly,  analysts  say,  and  competition  is 
,nd  to  get  stiffer  as  GE  attempts  to 
ide  Philips'  home  turf  through  its  re- 
t  purchase  of  a  controlling  interest  in 
ngary's  Tungsram.  But  the  big  trou- 
spots  are  in  computers  and  semicon- 
tors.  Unlike  Siemens,  its  partner  in  a 
'ernment-backed  effort  to  build 
ingth  in  computer  memories.  Philips 
failed  to  catch  up  with  Japanese 
inology.  If  Timmer  can't  make  a  big 
t  in  costs.  Philips  could  lose  its  posi- 
i  as  the  leading  European  chipmaker. 
)omputers  are  an  even  sadder  ston'. 
ilysts  figure  Philips  lost  $160  million 
;  year  on  the  machines,  and  its  global 
rket  share  of  less  than  1%  means  it 
't  hope  for  much  of  an  upturn  with- 
teaming  up  with  another  major  play- 
Philips  is  talking  about  just  that  with 
/etti.  But  Timmer  is  likely  to  resist  an 
right  sale  of  the  chips  and  computer 
isions,  since  Philips  needs  both  to  cap- 
ize  on  promising  future  money-mak- 
such  as  high-definition  TV. 
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Timmer  needs  to  bear  down  hard.  To 
share  heavy  HDTV  costs,  he  recently 
agreed  to  a  $3.6  billion  deal  with  archri- 
val Thomson  of  France  to  develop  the 
technology.  That  may  be  the  easy  part. 
Some  outsiders  think  he'll  have  to  chop 
at  least  20%  of  Philips'  300,000  workers, 
especially  among  swollen  ranks  of  mid- 
dle managers  in  high-cost  Europe.  But 
job  cuts  will  be  politically  dicey,  given 


hefty  funding  of  the  company's  develop- 
ment projects  from  both  the  Dutch  gov- 
ernment and  the  EC.  Yet  with  trade  bar- 
riers falling  by  1993  and  Asian  rivals 
invading  Philips'  backyard,  Hurricane 
Gilbert  will  have  little  choice  but  to  blow 
with  all  his  might. 

By  Jonathan  B.  Levine  in  Paris,  with 
Jonathan  Kapstein  in  Brussels  and  Stan- 
ley Reed  in  New  York 


HONG KONG I 


WILL  HOHGKONG  BAHK 
FIND  ITSELF  MAROONED? 


It  could  wind  up  being  *a  capitalist  bank  in  a  Communist  country' 


For  the  past  three  years,  Hongkong 
&  Shanghai  Banking  Corp.'s  Scot- 
tish-born chairman,  William 
Purves,  has  tirelessly  promoted  a  strate- 
gy that  would  give  the  British  colony's 
biggest  bank  group  a  "three-legged 
stool."  With  China's  1997  takeover  of 
Hong  Kong  threatening  profits  at  home, 
Purves  is  diversifying  heavily  in  North 
America  and  Europe  in  search  of  more 
reliable  earnings  and  growth. 

But  suddenly,  Hongkong  Bank's  three 
legs  are  looking  shaky.  At  home,  the 
bank  may  be  in  for  much  tougher  times 
than  Purves  once  envisioned.  In  North 


America,  Purves  over  the  past  month 
has  had  to  pump  $300  million  in  capital 
into  Hongkong's  Buffalo-based  Marine 
Midland  Banks  Inc.  unit,  which  is  stuck 
in  a  morass  of  bad  loans  to  developing 
countries  and  New  York  real  estate  de- 
velopers. And  it  looks  increasingly  un- 
likely that  Purves  will  pull  off  his  main 
European  bet,  a  proposed  friendly  merg- 
er with  Britain's  Midland  Bank  PLC  (no 
relation  to  Marine  Midland)  by  his  infor- 
mal target  date  of  December. 

A  Hongkong-Midland  combination 
would  create  a  $237  billion  global  giant 
that  would  rival  many  of  Japan's  God- 
zilla-size banks.  But  the  Lon- 
don-based Midland,  14.9% 
owned  by  Hongkong  since 
1987,  is  also  stumbling 
through  lending  woes.  On  top 
of  that,  Hongkong's  London- 
based  securities  house,  James 
Capel  &  Co.,  has  lost  $80  mil- 
lion over  the  past  three  years, 
including  $11  million  so  far 
in  1990. 

SHARP     SLOWDOWN.  Still, 

Purves,  who  declined  to  be  in- 
terviewed for  this  story,  has 
no  choice  but  to  pursue  diver- 
sity. Hong  Kong's  economy  is 
in  a  sharp  slowdown.  And  the 
bank  also  needs  a  broader 
base  to  retain  its  global  repu- 
tation after  the  Chinese  take 
over  its  hometown.  "If  Hong- 
kong doesn't  merge  [with 
Midland],  it's  going  to  become 
a  capitalist  bank  in  Commu- 
nist China,"  says  one  London 
banking  source.  As  long  as 
Beijing  was  pushing  free-mar- 
ket economics,  that  might  not 
have  been  the  worst  outcome. 
But  ever  since  last  year's 
Tiananmen  Square  massacre 
reversed  China's  Western- 
style  reforms,  the  prospect  of 
being  China's  leading  West- 


PURVES:  CHINA'S  1997  TAKEOVER  HAS  HIM  SCRAMBLING 
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ern  bank  has  become  infinitely  less 
desirable. 

Pur\"es'  approach  to  Midland  reflects 
his  urgent  expansion  desire.  Midland 
turned  in  an  uneven  performance 
through  the  19S0s.  losing  S4oO  million 
before  taxes  last  year  after  writing 
do\m  Sl.4  billion  in  bad  loans.  It  remains 
encumbered  by  Britain's  weak  economy 
and  by  S6.9  billion  in  shaky  loans  to  de 
veloping  countries. 

'MO  EARNINGS.'  Despite  that.  Hongkong 
is  steadily  strengthening  its  Midland 
links.  It  now  runs  Midland's  Asian  oper- 
ations and  has  given  Midland  responsi- 
bility for  Hongkong's  assets  in  Europe. 
The  uvo  institutions  are  also  wins  to- 


gether their  electronic  banking  net- 
works. Midland  is  still  studying  whether 
it  should  remain  independent,  but  insid- 
ers say  a  merger  with  Hongkong  re- 
mains the  preferred  route. 

With  Pun"es'  blessing,  Mai-ine  Mid- 
land President  Geoffrey  A.  Thompson  is 
trying  to  tum  Marine,  once  a  high-risk 
inteiTiational  bank,  back  into  a  New 
York-area  regional  lender.  But  Marine, 
with  S2T  billion  in  assets,  now  has  "no 
earnings."  Thompson  says,  adding  that  a 
return  to  profitability"  is  at  least  "a  cou- 
ple of  yeai-s"  away.  Still.  Thompson  and 
Ptirves  want  to  double  Mai*ine's  size, 
probably  thi-ough  acquisitions  later  in 
the  decade. 


Right  now.  Hongkong  Bank  enjcs 
solid  profits  and  low  tax  rates  at  hor;. 
But  even  if  Beijing's  future  sovereigiy 
over  Hong  Kong  proves  benign,  the  cc»- 
ny's  prospects  ai"e  ah-eady  slipping,  le 
economy  grew  by  only  2.5'"^  last  yer. 
and  professionals  are  fleeing  to 
West  at  the  rate  of  1.000  a  week.  With 
thii'd  of  its  S133  billion  in  assets  stuck 
the  colony.  Hongkong  Bank  can't  flee  ^ 
easily.  But  it,  too.  must  bet  on  the  W^ 
The  bank's  n*oubles  abroad  could  paleit 
compainson  witli  what  it  might  find  hig 
in  wait  at  home  after  1997. 

By  Dinah  Lee  i?!  Hong  Kong,  with  Ri- 
ard  A.  Melcker  in  London  and  Willi.^ 
GlasaaV.  in  Sew  York 


SOUTH  KOREA  I 


ROH  CRACKS  HIS  WHIP 
AT  THE  CHAEBOL 


raising  theii-  international  competitive 
ness  and  not  on  making  a  fast  buck  by 
speculating  on  real  estate."  says  Paik 
In-Ho.  editor  of  the  influential  weekly 
Mae  Kyung. 

The  chaebol  dominate  Korea.  By  one 
estimate,  the  50  largest  indusmal  con- 


t:lo:r.eraie?  liec'iiur. 


To  win  public  favor,  he's  forcing  big  business  to  stop  hoai^ding  property 

For  years.  South  Korea's  divei-sified 
industinal  giants,  the  chaebol,  were 
credited  with  the  nation's  economic 
miracle.  But  public  attitudes  are  now 
taking  a  di*amatic  tum  against  them.  On 
May  13.  an  angiy  crowd  gathered  before 
the  gleaming  headquan;ei*s  of  the  Sam- 
sung group  in  Seoul  as  a  young  man 
bitterly  denounced  the  government  and 
the  chaebol  for  allegedly  pumping 
land  prices.  In  the  past  month,  moiv 
than  a  dozen  Koreans,  despairing  of 
ever  finding  affordable  housing,  have 
burned  themselves  to  death,  and  chaebol 
real  estate  purchases  were  blamed. 

The  building  pressure  on  the  chaebol 
has  created  a  new  political  crisis  for  be- 
leaguered President  Roh  Tae  Woo.  Al- 
ready, he  is  gi-appling  with  Korea  - 
worst  economic  crisis  since  19S0.  To  i  - 
fend  himself  from  chai-ges  that  he's 
bed  with  big  business.  Roh  is  taking 
tough  line  with  the  tycoons  who  run 
such  companies  as  Hyundai.  Lucky-Gold- 
star. Samsung,  and  Daewoo. 

Critics  say  the  chaebol  have  been  at 
the  heart  of  the  latest  real  estate  price 
runup.  With  profits  squeezed  by  soft  ex- 
ports and  rising  labor  costs,  the  big  con- 
glomerates have  sought  quick  profits 
from  real  estate.  Their  purchases  of  ev- 
enthing  from  golf  courses  to  vacant 
iand  has  helped  push  up  land  prices  al- 

itt  lOu'  '  since  the  stait  of  the  year. 
HAPD  SELL.  The  spike  in  land  prices 
thr.  '  r.s  to  upset  Korea's  already  frag- 
ile la  jr  relat'ons.  As  workei*s  see  hous- 
ing co.^u-  skyrocket,  they  ai-e  less  likely 
to  accept  single-digit  wage  hikes.  "It's 
time  for  the  chaebol  to  concentrate  on 


Now,  the  government  is  striking  ba. 
Roh  has  pi-essed  tlie  president  of  I»- 
rea's  largest  commercial  bank.  Hanil,» 
resign  for  his  bank's  role  in  financig 
large  land  purchases  by  Samsung  in 
19S7  despite  resmctions  on  such  lendiy. 
And  an  ultimatum  has  been  issued: 
the  chaebol  don't  dispose  of  proper* 
not  used  for  business  pm-poses.  the  g 
ernment  will  auction  them  off.  "Witlii. 
rooting  all  speculative  investments  oL 
our  social,  political,  and  economic  stal- 
it>-  will  be  threatened,"  says  Depi^ 
Prime  Minister  Lee  Seung-Yeun. 

In  response,  the  top  10  chaebol,  i- 
cluding  Samsung  and  Hyundai,  a- 
nounced  that  they  will  immediately  dl 
?0!r.e  -'H  :r;i]]ion  squai'e  metei"s  of  la  I 


DOWNTOWN  SEOUL:  THE  CHAEBOL  HAVE  BEEN  CHARGED  WITH  DRIVING  UP  REAL  ESTATE  PRKIt 


fourth  of  Korea's  total  output.  They  ex- 
ert control  over  all  export  sectors,  from 
teakettles  to  tankei-s.  They  pro\ide  tens 
of  thousands  of  subconti-actoi*s  with 
management  expertise,  finance,  and 
technology.  But  critics  say  the  chaebol 
also  use  their  power  to  force  struggling 
smaller  businesses  to  accept  low  prices 
for  the  services  they  pro\ide. 


valued  at  roughly  S2  billion  to  So  billii. 
or  an  estimated  \6  'r  of  their  holdini 
But  many  doubt  that  Roh  has  the  ne* 
for  a  prolonged  battle.  Although  se 
wants  to  please  voters,  he  does  not  w.h 
to  destroy  Korea's  most  competite 
companies.  That  means  Roh's  tightnte 
act  is  getting  trickier  than  ever. 

By  Laxmi  Xakanni  in  Seti 
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CRASH  COURSES  IN  CAPITALISM 
FOR  IVAN  THE  GIOBE-TROTTER 
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vSome  5,000  Soviets  are  studying  business  abroad — and  they  mean  to  shake  things  up  back  home 


ursing  an  after-class  pilsner  at  a 
stockbrokers'  hangout  in  Frank- 
furt, Viktor  Manutcharov  almost 
cries  in  his  beer  out  of  sheer  frustration. 
The  43-year-old  production  manager 
from  a  Soviet  space  research  center  is 
spending  a  year  in  West  Germany  to 
study  management,  finance,  and  market- 
ing. But  when  he  thinks  about  trying  to 
put  his  new  knowledge  of  Western-style 
economics  into  practice  back  home,  he 
gets  depressed.  "How  can  I  run  my  own 
company  if  I  can't  hire  as  many  people 
as  I  need  and  pay  them  as  much  as  I 
think  they've  earned?"  he  says. 

He  has  reason  to  be  worried.  Manut- 
charov is  one  of  a  new  breed  of  Soviet 
(Tianagers  taking  crash  courses,  attend- 
ing trade  fairs,  and  visiting  companies  in 
Europe  and  the  U.  S.  to  learn  the  basic 
rules  of  doing  business  the  capitalist 
w:n'.  Many  started  off  in  a  hurry,  think- 
ing tiiat  economic  reform  in  the  Soviet 
Union  was  gathering  momentum  by  the 
hour.  Now,  President  Mikhail  Gorba- 


chev's perestroika  program  has  stalled, 
and  the  globe-trotting  students  worry 
that  it  could  be  years  before  they  can 
use  their  new  skills  to  help  the  flounder- 
ing enterprises  they  left  behind. 
'HELPLESS'  MANAGERS.  But  despite  Gor- 
bachev's go-slow  policy,  the  4,000  to 
5,000  young  managers  studying  business 
abroad  still  hope  to  shake  things  up  in  a 
big  way.  As  many  as  14  million  Soviet 
administrators  need  to  be  reeducated  if 
perestroika  is  to  bear  fruit.  Most  still 
measure  success  in  terms  of  meeting 
state-set  production  quotas  without  a 
thought  for  profit,  efficiency,  or  quality. 
"Seventy  years  of  distorted  attitudes 
about  economics  have  produced  genera- 
tions of  managers  who  are  helpless  be- 
cause no  one  has  trained  them  to  think," 
says  Vitaly  N.  Sayevskiy,  deputy  head 
of  Moscow's  Higher  Commercial  Man- 
agement School,  which  began  teaching 
crash  courses  in  free-market  manage- 
ment 20  months  ago. 
Sayevskiy's  school,  and  at  least  a  doz- 


en others,  are  trying  to  satisfy  the  huj 
demand  both  for  world-wise  traders  aij 
modern  managers.  Most  students  coii 
plete  two-  to  three-month  courses  at  Sj 
viet  institutes.  Then,  they  spend  three 
four  weeks  studying  marketing,  fina 
cial  accounting,  supply  logistics,  ban 
ing,  and  business  administration  in  oth 
countries.  Next,  they  often  do  bri 
stints  at  companies,  which  sponsor  ac 
demic  work.  Soviet  sponsors  pay  on 
the  students'  travel  costs.  The  balan 
can  range  from  about  $5,000  for  a  thre 
week  program  run  by  the  London  Bu: 
ness  School  to  $15,000  for  a  one-ye: 
work-study  program  in  Hessen,  a  We 
German  state. 

So  far.  Western  governments  ha' 
been  picking  up  most  of  the  tab,  ai 
many  officials  believe  it's  money  w( 
spent.  "A  lot  of  our  trainees  [will]  b 
come  high-level  officials  with  whom 
later  might  find  ourselves  negotiating] 
says  Luigi  Vercellini,  director  of  the  fc 
eign  department  at  Banca  Commercia 
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Would  you  like  to  be  able  to  manage  documents 
the  way  you  manage  data?  You  can,  if  you 
capture  the  document  and  convert  it  to  an  image, 
so  it  can  be  managed  electronically. 

Kodak  has  tools  that  make  it  easy.  You  simply 
replace  the  paper  document  with  a  picture  taken 
on  microfilm  or  electronically  scanned  onto  an 
optical  disk  or  a  magnetic  medium.  A  few 
keystrokes,  and  you  have  the  image  on-screen, 
complete  with  marginal  notes,  endorsements, 
diagrams  and  signatures.  You've  built  an 
image  base. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960A. 
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Italiana.  Bonn  has  allotted  $10  million  to 
retrain  Soviet  managers  at  the  Carl 
Duisburg  Foundation  in  several  German 
cities — a  donation  that  suits  So\iet  stu- 
dents just  fine.  "I  want  to  be  like  a  big 
sponge  and  learn  as  much  as  possible," 
gushes  Slava  Larchev,  a  41-year-old 
physicist  from  the  High-Pressure  Phys- 
ics Research  Center  in  Troizk. 

Mastering  market  concepts  and  ter- 
minology isn't  easy  for  the  new  stu- 
dents. Although  many  speak  languages 
other  than  Russian,  business  talk  is  new 
to  most.  In  a  large  classroom  at  the 
Frankfurt  Trade  Academy,  12  student- 
managers  from  across  the  Soviet  Union 
seem  bemused  after  a  lecture  on  macro- 
economics, 'it  seems  like  all  the  words 
are  right,  but  their  meaning  is  entirely 
different,"  says  42-year-old  Vladimir 
Ushakov,  deputy  director  of  the  Energy- 
Research  Institute  in  Moscow. 

Only  a  handful  of  Soviet  managers 
can  hope  to  go  to  the  West.  For  those  at 
home,  Moscow's  Academy  of  National 
Economy  is  scrambling  to  set  up  crash 
courses  in  40  centers  across  the  countn,-. 
That  school,  along  with  the  Academy  of 
Foreign  Trade  in  Moscow,  insists  on 
two-  or  three-week  courses  for  manag- 
ers of  foreign-trade  departments  at  Sovi- 
et enterprises.  Officials  want  executives 
to  be  exposed  to  free-market  ideas  fast 
because  of  the  weakening  economy. 
BUSINESS  CARDS.  Others  believe  that  the 
short  trips  abroad  serve  less  to  educate 
students  than  to  give  Western  compa- 
nies a  chance  to  sell  their  products.  Inev- 
itably, the  new  converts  to  capitalism 
bring  home  business  cards  along  with 
their  new  skills.  A  lot  of  those  cards  are 
in  German,  and  German  industry-  is 
spending  generously  to  reprogram  the 
Soviet  business  elite. 

"We  see  this  as  one  way  to  bring  our 
Soviet  partners  into  a  position  where 
they  can  structure  their  economic  rela- 
tions in  our  favor,"  says  Friedrich 
Stamm,  who  runs  the  Soviet  managers' 
program  in  Hessen.  Soviet  graduates  of 
some  German-run  programs  already 
have  signed  contracts  to  buy  German 
goods  for  about  $6  million,  says  Oleg  D. 
Protsenko,  a  professor  at  the  Academy 
of  National  Economiy. 

Critics  charge  that  education  is  only  a 
Band- .A  id  for  Soviet  economic  ills.  Valer>' 
Kazikaev.  president  of  Moscow-based 
MIRW.<.  a  business  school  run  jointly 
with  luiiian  business  school  Nomisma, 
doesi:  ';  see  how  short  internships  in  Ita- 
ly ari(:  a  few  courses  can  teach  Soviet 
managers  to  make  their  companies  com- 
pcritive  with  other  Soviet  enter}:)rises — 
mu'-l  'ess  foreign  rivals.  "They  have  no 
idea  v'n.at  borrov/ing  costs  are  or  how 
you  i.T  <ince  your  business,  why  sales- 
people lieed  pep  talks,  and  why  you  actu- 


FROM  RED  SQUARE  TO  HARVARD  SQUARE: 
THE  MAKING  OF  A  SOVIET  MBA 


When  .Joseph  Bakalyenek  trad- 
ed his  apartment  in  the  an- 
cient Russian  city  of  Madi- 
mir  for  one  in  student-saturated 
Cambridge,  Mass.,  he  was  swapping 
more  than  a  lifestvie.  For  the  next  two- 
and-a-half  years,  he'll  trade  Marxist- 
Lyeninist  economics  for  case  studies, 
LBO  strategies,  and  quarterly  earnings 
reports. 

In  September,  Bakalyenek  and  three 
others  will  be  the  first  Soviets  to  begin 


f 


BAKALYENEK:  HARVARD  IS  "A  FANTASTIC  OPPORTUNITY" 


the  standard  two-year  mba  program  at 
Harvard  business  school.  "It's  a  fan- 
tastic opportunitv',"'  says  Bakalyenek, 
38,  who  holds  a  doctorate  in  economics 
from  Moscow  State  University'  and 
helped  oversee  14,000  workers  at  a 
tractor  factorv'.  After  Har\'ard,  the  stu- 
dents go  back  to  Moscow  to  apply 
what  they've  learned.  Bakalyenek  will 
return  to  the  Ministr}'  of  Automobile  & 
Farm  Equipment  Manufacturing. 

Although  the  U.  S.  lags  behind  Eu- 
rope in  training  Soviet  managers.  Har- 


vard is  one  of  a  dozen  or  so  America: 
business  schools  that  have  opened  the" 
doors  to  Soviet  administrators  in  th 
past  two  years.  The  other  B-schoo' 
offer  shorter  looks  at  the  modem  ma 
ket  economy.  These  briefer  progra" 
are  tailored  to  meet  what  Soviet  an 
American  executives  define  as  the  S 
viets'  greatest  needs.  U.  S.  executiv 
claim  Soviet  managers  are  weakest 
accounting,  while  Soviets  say  the 
need  to  know  more  about  world  tra 

 1  and  labor  now  that  So\i 

unions  are  more  militant. 
Internships  with  U. 
I  companies  are  key  to  som 
programs.  At  Oklahom 
I  City  University's  Meinder 
Business  School,  41  mana^ 
ers  from  the  Soviet  a\iatio 
industry  have  signed  o 
with  companies  such 
American    Airlines  In 
and  Gulfstream  Aerospa 
Corp.  The  internships  f 
low  16-week  courses  i 
Moscow  plus  14  weeks 
training  in  Tulsa.  At  Nort' 
eastern  University,  sti 
dents  intern  at  compani 
such   as  Grumman  Co" 
and  Sikorsky  Aircraft. 

The  four  Soviets  head 
for  Har\"ard  are  now  wor 
ing  at  U.  S.  companies 
help  pay  tuition.  But  whe 
they  return  home,  it  is  ui 
likely  they'll  pull  down  anything  lik 
the  S70,000  a  year  that  some  of  the 
classmates  will  earn.  And  Bakalyenel 
who  owes  his  trip  to  Cambridge  to  pe 
estroika,  worries  that  Gorbachev's  r 
forms  have  stalled.  "We  thought  that 
market  economy  would  be  ready  by 
time  we  got  back,"  he  says.  "But  no 
it  looks  like  we'll  have  a  lot  to  do 
create  one."  If  they  succeed,  Ameri 
B-schools  will  have  accomplished  a 
more  than  just  training  managers. 

By  Peter  Galuszka  in  New  Yo 


■  r 
at 

no 
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ally  need  salespeople,"  says  Kazikaev. 

Managers  trained  in  the  West  have 
two  choices:  They  can  try  to  start  new 
companies  and  compete  with  the  state 
for  the  most  basic  supplies,  or  they  can 
go  back  to  their  former  factories  and 
confront  an  old  guard  strongly  interest- 
ed in  preserving  the  status  quo.  "Both 
ways,  you're  going  to  end  up  in  trou- 
ble," muses  Ushakov. 


Nevertheless,  he  thinks  that  strikil 
out  on  his  own  is  the  better  b| 
"Doesn't  it  make  more  sense  to  give  i 
tn,-?"  he  asks.  The  only  alternative, 
says,  would  be  to  find  a  dark  comer  a 
hide  there.  "Basically,  it's  like  during  | 
revolution:  You  have  to  choose  sides. 

By  Igor  Reichlin  in  Bonn,  with  Ra 
marie  Boyle  in  Moscow,  Peter  Galuszkal 
Xew  York,  and  bureau  reports 
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What's  the  best  medium  to  file  an  image  or  data 
in  secure,  retrievable  form?  Kodak  is  expert 
in  all  of  them. 

Kodak  offers  a  complete  array  of  storage  media 
from  high  end  to  low  end.  As  you  would 
expect,  we  are  a  leader  in  microfilm  products.  We 
are  also  a  leader  in  optical  and  magnetic 
storage  technology 

The  14-inch  Kodak  optical  disk,  able  to  hold 
6.8  gigabytes  of  data,  is  the  highest-capacity, 
highest-performance  optical  disk  in  the  world. 
And  a  Kodak  automated  disk  library  for  5  'A-inch 
optical  disks  can  hold  as  much  information  as 
4,000  two-drawer  file  cabinets.  You  will  also  find 
us  at  the  forefront  of  erasable  optical  disk 
technology. 

Choose  the  medium  according  to  your 
application.  Choose  us  because  we  offer  them  all, 
with  the  best  support  and  serv/ce  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1800  445-6325,  Ext.  960C. 
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SOUTH  AFRICA:  BOTH  SIDES  SCRAMBLE 
FOR  BARGAINIHG  CHIPS 


Even  if  the  West  eventually  drops  the  sanctions,  SoiSi 
Africa's  stagnant  economy  will  be  hobbled  by  problems  t\t 
will  outlast  apartheid.  Gold  mining,  for  example,  earned  3fc 
of  the  country's  foreign  exchange  a  few  years  ago,  but  b 
share  has  since  dropped  to  35%.  Now,  as  a  result  of  risig 
costs  and  a  static  gold  price,  gold  mining  seems  headed  int(ja 
long-term  decline.  Like  much  of  the  economy,  the  mines  reld 
on  a  plentiful  supply  of  cheap,  unskilled  labor — a  situatp 
apartheid  helped  maintain.  The  country  also  faces  a  series 
shortage  of  technicians  and  managers.  And  in  the  rivalryje 
attract  badly  needed  Western  investments,  South  Africajs 
likely  to  lose  out  even  against  Eastern  European  economie 
with  their  "superior  infrastructure  sri 
vastly  more  skilled  manpower,"  wajis 
Alec  Erwin,  a  top  economist  at  the  Ci- 
gress  of  South  African  Trade  UniciB 
(COSATU),  the  black  labor  federation. 

South  African  businessmen  are  deef 
worried  not  only  about  that  prospect  Itt 
also  about  the  economic  policies  of  a  i- 
ture  ANC  government.  To  discuss  lie 
country's  economic  future,  400  of  its  ip 
businessmen  will  meet  with  ANC  lead* 
in  Johannesburg  on  May  23.  Althouh 
the  ANC  has  been  playing  down  its  »■ 
year-old  pledge  to  nationalize  bans, 
mines,  and  other  basic  industries,  it  has  not  formally  dropfd 
this  commitment.  And  the  ANC  insists  that  extensive  resounB 
must  be  poured  into  education,  housing,  health  care,  and  otlir 
services  for  blacks  to  make  up  for  apartheid's  deprivations; 

In  its  March  budget,  the  Pretoria  government  set  aside  $1B 
billion  for  such  purposes,  which  it  euphemistically  calls  "baj:- 
logs."  But  that  is  only  a  small  beginning.  Businessmen  sjll 
need  to  persuade  skeptics  in  the  ANC  and  COSATU  that  o:|? 
private  investment  and  free  markets,  not  nationalization,  (lb 
generate  the  vast  resources  to  finance  what  amounts  to  rej^ 
rations  for  decades  of  apartheid.  l 
Bij  Alan  Fine  in  Johannesburg,  with  bureau  repc 


E; 


conomic  sanctions  imposed  by  the  West  helped  prod 
South  Africa's  white  rulers  to  start  negotiating  with  the 
African  National  Congress  and  its  leader.  Nelson  Man- 
dela, to  dismantle  apartheid.  In  three  days  of  talks  in  Cape 
Town  May  2-4,  President  F.  W.  de  Klerk  and  Mandela  reached 
a  preliminary  agreement  on  removing  barriers  to  negotiations. 
But  even  before  full-scale  talks  begin,  possibly  in  July,  the 
sanctions  themselves  have  become  a  bargaining  chip.  Pretoria 
is  trying  to  persuade  European  governments  to  ease  them, 
while  the  ANC  is  rallying  support,  especially  in  the  U.  S.,  to 
keep  the  sanctions  in  place. 

De  Klerk  launched  his  campaign  on  May  8  with  a  nine- 
nation,  16-day  tour  of  once  hostile  Euro- 
pean capitals.  The  credibility  that  he  has 
already  gained  by  legalizing  the  ANC  ap- 
pears to  be  softening  European  resolve 
to  maintain  the  trade  and  investment 
curbs.  The  Netherlands,  until  now  a  hard- 
line proponent  of  sanctions,  plans  to  pre- 
sent a  six-stage  proposal  for  lifting  them 
at  a  meeting  of  European  Community 
ministers  on  May  19. 
MANAGERS  NEEDED.  Countering  de 
Klerk's  bid  for  international  support, 
Mandela  plans  to  arrive  in  the  U.  S.  on 
June  20  for  a  lO-day  tour  that  will  include 


DE  KLERK  AND  MANDELA:  GLOBETROTTING 


an  address  to  a  joint  session  of  Congress,  a  visit  with  Presi- 
dent Bush,  and  a  ticker-tape  parade  in  New  York.  Mandela  will 
urge  Americans  to  maintain  the  sanctions  as  leverage  on 
South  Africa  to  give  blacks  full  political  rights.  But  de  Klerk  is 
also  coming  to  the  U.  S.  next  month  at  Bush's  invitation,  and 
other  countries  are  already  undercutting  the  sanctions.  Newly 
liberated  Eastern  Europeans  are  eager  to  resume  trade  with 
South  Africa  after  decades  of  frigid  relations.  Poland  and 
Hungary  are  exchanging  trade  missions  with  Pretoria,  and  a 
few  weeks  ago  Poland  signed  agreements  to  buy  substantial 
amounts  of  South  African  wine  and  iron  ore — both  important 
targets  of  sanctions. 


GLOBAL  WRAPUP I 


GERMANY 


Elections  in  two  major  West  German 
states  on  May  13  have  trashed 
Chancellor  Helmut  Kohl's  strategy  for 
winning  both  glory  and  reelection  as 
the  political  father  of  a  reunited  Ger- 
many. In  Lower  Saxony,  voters  threw 
Kohl's  Christian  Democratic  Union 
(CDU)  out  of  the  local  statehouse  for  the 
first  time  in  14  years,  while  in  North 
Rhine-Westphalia  they  kept  the  Social 
Democratic  Party  in  power. 

T^ose  results  also  deny  Kohl's  party 
control  of  the  Bundesrat,  West  Germa- 
ny's Senate-style  upper  house,  which 
mu;-c  approve  any  major  budget  legis- 
lation needed  for  reunification.  So 


Kohl's  plan  for  a  quick  merger  of  the 
two  Germanys  is  now  hostage  to  the 
opposition  Socialists  and  the  Green 
Party.  Both  advocate  a  slower  pace  in 
rejoining  East  and  West  Germ.any.  Al- 
though the  Socialists  have  promised 
not  to  obstruct  German  unity,  they  can 
now  call  the  shots  on  how  much  to 
spend  on  it  and  who  will  foot  the  bill. 

Exit  polls  indicated  that  Kohl's  politi- 
cal calculations  were  sidetracked  by 
the  concern  of  voters  over  such  hard- 
to-fix  issues  as  unemployment,  the  en- 
vironment, and  local  budgets  rather 
than  reunification,  on  which  Kohl  has 
been  riding  high.  Now,  Kohl  hopes  to 
make  an  end  run  around  Bundesrat 
roadblocks  by  calling  for  joint  elections 


in  both  parts  of  the  country  for  tl 
Bundestag,  or  lower  house  of  parli 
ment,  as  early  as  next  December  ( 
January.  Such  elections  would  work 
his  favor.  Kohl  figures,  because  tl 
CDU  in  East  Germany  has  a  big  marg: 
of  voter  support  over  the  Socialists. 

By  contrast,  if  Bundestag  electior 
take  place  in  West  Germany  alone  c 
Dec.  2,  as  now  scheduled,  Kohl  cou' 
lose  them.  That  prospect  is  raised  t 
the  electoral  arithmetic  in  the  tw 
states  that  voted  on  May  13.  They  co: 
tain  40%  of  West  German  voters,  ar 
they  gave  the  Socialists  a  combint 
47%  plurality.  Together,  the  votes  f( 
Socialists  and  Greens  in  those  kt 
states  would  yield  a  53%-  majority 
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INTERNATIONAL  OUT 


There  are  Kodak  systems  to  let  you  create 
documents,  view,  merge,  change,  copy,  print 
and  transmit  them.  Control  them.  Safely 
stored,  they  can  be  found  and  retrieved  in 
seconds. 

Kodak  systems  can  find  a  cost-effective,  archival 
image  on  microfilm  in  seconds.  Or  a  time-  ; 
sensitive  document  on  an  optical  disk  even  faster. 
Then  you  can  view  it,  act  on  it.  Or,  with  systems 
like  our  electronic  publishing  system,  you  can  ' 
even  add  to  or  improve  on  a  document.  Equally 
important,  Kodak  software  systems  people  are 
dedicated  to  linking  any  of  these  devices  into  any  | 
of  yours,  from  mainframe  to  mini  to  PC. 

We  are  more  than  photographs.  We  are  | 
imaging.  For  more  details  on  images  that  mean 
wsiness,  call  1 800  445-6325,  Ext.  960B. 
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FROM  HERE  TO  INFINITY:  EVEN  WITH  ENDLESS  CASHIER  LINES,  CHECKING  OUT  CAN  TAKE  40  MINUTES 


WAL-MART  GETS  LOST 
IH  THE  VEGETABLE  AISLE 


It  won't  build  any  more  grocery-and-everything-else  Hypermarts 


You  aren't  likely  to  find  Harold 
Young  in  Wal-Mart's  Garland 
(Tex.)  Hypermart  U.S.A.  anytime 
soon.  Young  recently  roamed  through 
the  225,000  square-foot  store — as  big  as 
five  football  fields — looking  for  Canada 
Dry  Club  Soda.  He  couldn't  find  it.  And 
then  he  waited  40  minutes  to  pay  for 
other  groceries.  Says  Young:  "I  won't 
go  back  unless  it  shrinks." 

Other  shoppers  may  have  been  send- 
ing Wal-Mart  Stores  Inc.  similar  mes- 
sages about  its  Hypermarts,  which  sell 
everything  from  fresh  vegetables  to  vid- 
eo recorders  and  refrigerators.  "We 
don't  have  any  plans  for  any  more,"  said 
Chairman  Sam  M.  Walton  at  a  recent 
dinner  held  for  him  in  New  York.  After 
opening  its  fourth  Hypermart  in  Kansas 
City  just  this  February,  the  Bentonville 
(Ark.)  retailer  plans  to  press  on  instead 
with  its  "SuperCenters" — combinations 
of  its  discount  department  stores  and 
^P'ocery  stores  that  together  average 
about  150,000  square  feet. 
The  move  away  from  Hypermarts 


marks  a  rare  setback  for  Wal-Mart, 
whose  discount  stores  in  small  towns 
and  warehouse  outlets  earned  more  than 
$1  billion  last  year  on  sales  of  $26  billion. 
When  Wal-Mart  opened  its  first  Hyper- 
mart in  late  1987,  most  analysts  figured 
the  retailer  would  use  this  cavernous 
format  to  penetrate  suburban  markets. 

The  hypermarket  concept  was  suc- 
cessfully developed  in  France  by  retailer 
Carrefour.  But  Wal-Mart  has  had  trou- 
ble translating  the  idea.  For  one  thing,  it 
has  never  run  super- 
markets before,  and 
its  skimpy  selection  of 
grocery  items,  bought 
in  large  quantities  at 
low  prices,  leaves 
something  to  be  de- 
sired. A  recent  check 
of  the  Garland  store, 
for  example,  showed 
that  Kellogg's  Special 
K  cereal  came  only  in 
giant-size  boxes. 

The  stores  have  oth- 
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WHERE  HYPERMART 
TRAILS 

WAL-MART  HYPERMART- 
SUPERMARKET  INDUSTRY  AVERAGE 


DISCOUNT  DEPARTMENT  STORE  AVERAGE 

I  I 
FUU-SCALE  DEPARTMENT  STORE  AVERAGE 

I   I 
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►  GROSS  MARGIN  AS  A  PERCENTAGE  OE  SALES  -ESI 
DATA  SERVICE  INDUSTRY  RESEARCH  SYSTEMS  INC 


er  challenges.  Consumers  shc- 
ping  for  electronics  often  pref* 
such  outlets  as  Highland  Supc- 
stores  Inc.  and  Circuit  Ci' 
Stores  Inc.,  where  the  choice  cu 
be  greater  and  the  staff  mo; 
knowledgeable.  The  Arlingt(( 
(Tex.)  Hypermart  carries  thr; 
brands  of  video  cassette  recoii- 
ers,  while  Highland  has  sevenj 
NO  PARKING.  According  to  Wi- 
Mart  director  and  retailing  cc- 
sultant  Robert  Kahn,  costs  f- 
air  conditioning  and  heating  t; 
Hypermarts'  huge  spaces  ha; 
come  in  higher  than  expectc 
And  obstacles  that  sound  simj 
can  turn  into  big  headaches:  W 
Mart  scotched  plans  for  a  J 
Louis  Hypermart  partly  becau  ' 
it  could  not  find  a  piece  of  lai 
big  enough  for  a  parking  lot. 

The  Hypermarts  have  had  ) 
support  these  expenses  and  sil 
charge  low  prices.  Their  estim;r 
ed  1989  gross  margins — the 
ference  between  the  cost  f 
goods  and  their  retail  prices- 
was  a  low  15%  (chart).  Says  li- 
ter E.  Monash,  a  retail  consl- 
tant  who  has  worked  with  Wal-Ma:: 
"Making  money  on  those  margins  jit 
proved  tough."  Another  consultaii, 
Chris  Ohlinger  of  Service  Industry  h- 
search  Systems  Inc.,  estimates  that  te 
three  Hypermarts  just  broke  even  hit 
year,  although  they  met  sales  goals  i 
up  to  $100  million. 

Wal-Mart  hopes  the  new  SuperCentcB 
will  perform  better  by  concentrating  n 
better-stocked  grocery  sections  and  ;»- 
parel.  Gone  are  high-ticket  items  suchs 
refrigerators  and  services  such  as  rj- 
taurants.  Wal-Mart  director  Kahn  s£^ 
the  SuperCenter  in  Farmington,  M., 
one  of  the  first  opened,  "is  proving  que 
successful."  The  existing  Hyperma® 
are  abandoning  certain  categories  alfl 
improving  the  grocery  section.  , 
Meanwhile,  other  retailers  are  strTjf- 
gling  with  their  hypermarkets.  Cari- 
four  had  plans  to  build  five  Americn 
stores  but  so  far  has  built  only  one  n<.r 
Philadelphia.  And  i 
mart  Corp.'s  hypr- 1 
market  in  Atlanta  lis  I 
not  met  expectatio? 
Says  Ohlinger:  "[1 
hypermarkets]  h; 
done  as  well  as  ( 
Edsel."  It  seems  mjy 
retailers  are  learn  g 
the  lesson  that  sma  !i 
can  be  beautiful. 

By  Kevin  Keliytt 
Dallas,  with  Amy  Dflr 
kin  in  New  York 


MARK  INC 


Information  is  only  as  good  as  your  ability  to 
share  it.  Kodak  has  ways  to  make  images  multiply, 
very  quickly  wherever  they're  coming  from 
and  going  to. 

Whether  the  information  is  digitized  in  the  memory 
of  a  mainframe  or  PC,  stored  on  an  optical  disk, 
floppy  disk  or  on  microfilm,  Kodak  has  a  way  to  put 
it  on  paper  We  can  publish  it  electronically, 
or  copy  from  paper  to  paper  And  send  the  image 
across  the  room  or  across  the  country.  With 
the  image  quality  you  expect  from  the  world's 
premier  imaging  company.  In  fact,  our 
advanced  copiers  and  non-impact  printers  will 
put  images  on  both  sides,  then  collate  and 
staple  the  pages.  In  color  when  you  need  it. 
And  all  are  backed-up  with  the  best  support 
and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960D. 
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Well,  it's  not 
because  they've 
happened  upon  one 
of  the  new  versions 
of  Lotus  Corpora- 
tion's 1-2-3*  program. 

That  wouldn't 


change  a  person's  outlook  too  much. 

No,  they're  discovering  some- 
thing far  more  radical  than  a  new  ver- 
sion of  an  old  product  Something  called 
Microsoft  Excel  for  Windows: 

You  see,  Microsoft  Excel,  in  tan- 
dem with  the  Wmdows  environment, 
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ae  discovering 

le  secaxi  time. 


Cht'ck  it  <nit  imtluDid.  Lti  llu'  Microsoft 
Excel  Working  Model  tor  only  $9.95. 


nables  people  to  experience  a  new, 
lore  pleasurable,  way  of  computing. 

As  well  as  a  virtual  laundry  list 
F  benefits  that'll  surely  benefit  you. 

Like  the  ability  to  view  and  link 
ata  on  several  spreadsheets  with  a  sim- 
le  point  and  click,  create  customized 


macros,  annotate  cells,  even  access  in- 
formation from  the  corporate  database. 

You  can  also  share  data  with  doc- 
uments created  in  our  word  processor. 
Word  for  Wmdows. 
Which  means  when 
you  make  a  change 
in  a  spreadsheet,  any  j 
linked  Word  docu- 
ments are  automat- j 
ically  updated.  It's 
that  simple. 

And  it  doesn't  stop  there.  You 
can  easily  create  compelling  charts  and 
spreadsheets  that  will  impress  your 
clients.  Not  to  mention  yourselfi 

The  bottom  line  is  that  once 
you've  switched  you'll  be  able  to  do  rou- 
tine work  easier  and  faster  And  best 
of  all,  you'll  find  that  you  can  do  things 
you  were  never  able  to  do  before. 

All  you  need  to  run  Microsoft 
Excel  is  a  286/386"  computer  with  a 
mere  640K  of  memory  Which  is  prob- 
ably less  than  you  thought  possible. 

So  call  (800)  541-1261,  Depart- 
ment L36,  and  order  our  Working  Model 
for  $9.95r  It's  worth  it.  After  all,  this 
isn't  just  any  old  spreadsheet  program. 

Mkmsoft 

Making  it  all  make  sense" 


e^nse  atui  Wwdimrs  are  tradt'nuirks  of  Microsoft  Gjtporation  386  is  a  track-mark  of  InkiGirp.rratiirii  1-2-3  is  a  registered  trmknmrk  i  if  L.itm  Davlvpfiwnt  Orrp<m^ 
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RAY  ZIMMERMAN,  TIGHTWAD 
A  TIGHT  SPOT 


A  grand  jury  probe  could  cloud  the  revival  of  his  catalog  chain 


Calling  Raymond  Zimmerman  frugal 
is  putting  it  mildly.  The  president 
and  chief  executive  of  Service  Mer- 
chandise Co.,  the  big  catalog-showroom 
operator,  can  be  downright  penny-pinch- 
ing. Zimmerman  once  wrapped  up  a 
merger  over  $15  worth  of  Bojangle's 
fried  chicken,  and  employees  say  he  of- 
ten fishes  paper  clips  out  of  office  trash 
cans.  During  a  recent  meeting  with  the 
company's  chief  financial  officer,  Zim- 
merman spotted  an  invoice  that  rubbed 
him  the  wrong  way.  "What's  this?" 
he  bellowed.  "Seventy-nine  dollars 
for  a  midsize  rental  car?  That's  too 
much.  From  now  on,  everyone  drives 
a  subcompact." 

You  might  think  Zimmerman 
would  have  more  important  things 
on  his  mind.  Early  this  year,  just 
when  it  seemed  he  was  recovering 
from  a  humbling  acquisition  spree, 
he  was  socked  with  bad  news:  In 
January,  Service  Merchandise,  based 
in  Brentwood,  Tenn.,  announced  that 
two  top  executives  were  under  inves- 
tigation by  the  Internal  Revenue 
Service  for  alleged 
tax  fraud.  They  are 
Executive  Vice-Presi- 
dent Howard  I. 
Levy,  who  at  one 
time  was  Zimmer- 
man's brother-in-law, 
and  George  Foy, 
group  vice-president 
in  charge  of  securi- 
ty. Both  have  since 
stepped  aside. 
HANDS  ON.  Zimmer- 
man, 57,  is  definitely 
feeling  the  heat.  The 
IRS  case  has  now 
been  folded  into  a 
federal  grand  jury  investigation  of  Ser- 
vice Merchandi.se  for  improper  or  illegal 
use  of  funds.  The  hands-on  boss  has 
asked  four  of  the  company's  five  outside 
directors  to  conduct  an  internal  investi- 
gation. Zimmerman  declined  to  comment 
on  the  issue,  as  did  lawyers  for  Levy 
and  Foy.  But  people  involved  in  the  case 
say  federal  investigators  are  looking 
into  whether  company  funds  were  used 
for  improper  gifts  to  politicians  and 


judges.  Service  Merchandise  stock, 
which  peaked  at  around  13  before  a  re- 
capitalization last  summer,  has  fallen  by 
more  than  50'/  . 

Compared  with  many  other  retailers. 
Service  Merchandise's  outlook  is  rela- 
tively promising.  Although  earnings 
slipped  5.9'/f  last  year,  to  $72  million, 
that  was  mainly  because  of  debt  taken 
on  during  last  summer's  $500  million  re- 
capitalization, which  resulted  in  a  $10- 
per-share  dividend.  (As  owners  of  8.3% 


of  its  stock,  Zimmerman  and 
his  family  pocketed  more 
than  $40  million  in  the  deal.) 
In  the  first  quarter,  while 
other  retailers  suffered.  Ser- 
vice Merchandise's  same- 
store  sales  gained  1.27'.  To  keep  grow- 
ing, Zimmerman  is  directing  a  major 
expansion  of  the  334-store  chain:  14  to  16 
new  stores  this  year  and  about  as  many 
next  year. 

Zimmerman  believes  recent  changes  in 
the  company's  marketing  strategy  will 
help  make  the  expansion  work.  He  has 
dropped  many  low-end  goods  and  re- 
tooled advertising  and  promotions  to  tar- 
get more  big-ticket  buyers.  "Instead  of 


just  bringing  fannies  into  the  store,"  hi 
boasts,  "we're  now  bringing  in  qualiti 
customers."  But  expansion  is  still  a  djj 
cey  strategy  considering  today's  cloudSi 
retail  picture,  and  Zimmerman  seerrjj 
oblivious  to  the  risk.  His  response  t 
criticism  that  most  areas  are  saturate! 
with  retailers:  "There's  always  room  fcj 
another  store."  ' 

To  spend  time  with  Zimmerman  is 
see  a  man  in  constant  motion.  He  rare 
gives  anyone  his  undivided  attention,  of 
ten  juggling  two  or  three  phone  conveji 
sations  at  once.  "I  figured  if  he  was  onlv 
doing  one  other  thing  while  I  was  tall|! 
ing  to  him,  then  I  really  had  him,"  sajf 
a  former  senior  executive. 
DETAIL  MAN.  Although  he  had  triple-b 
pass  surgery  in  1982,  colleagues  say  hj 
still  signs  off  on  most  corporate  ded 
sions,  no  matter  how  small.  Friends  sai 
he  devotes  the  same  energy  to  his  tenn 
game  and  to  charities  and  the  Nashvil 
Chamber  of  Commerce.  "He  may  seei 
frenetic,  but  whe 
he   makes   up  h 
mind,  he  can  g( 
very  focused,"  saj 
Larry  Stephensoi 
the  Chamber's  dire 
tor  of  administr 
tion.   He  points 
Zimmerman's  effort 
to  combat  musculf 
dystrophy.  Ever 
year,  he  hosts  a  go 
tournanient  in  Nas^ 
ville  and  a  dinner 
the  Opryland  Hot 
to  raise  funds. 

Zimmerman  h£ 
been  a  retailer  all  h 
life.  His  parent 
owned  a  string  < 
five-and-dimes 
several  small  Te 
nessee  towns.  Ra; 
mond  went  to  woi 
for  one  of  the  ston 
after  brief  stints 
the  University  of  Miami  and  Memph 
State  University.  Eventually,  the  fami 
started  experimenting  with  catalc 
sales.  That  proved  so  lucrative  that  th( 
switched  entirely  to  the  catalog-shoA 
room  business  in  1960,  founding  Servi( 
Merchandise.  The  younger  Zimmermf 
became  president  in  1973.  The  fami' 
opened  dozens  of  new  stores  and  e 
panded  into  more  than  20  states.  Tht 
had  112  outlets  by  the  time  Raymoi 
took  the  reins  from  his  dad  in  1981. 

The  runaway  growth  had  just  starti 
to  slow.  Because  prices  in  Service  Mt 
chandise's  catalogs  were  fixed  for 
least  six  months,  the  chain  couldn't  rai: 
them  fast  enough  to  keep  up  with  rai 
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Welcome  to  the  world  of  NYK 


Welcome  to  our  total-transport  system  of  keels, 
wings  and  wheels— worldwide. 

Now  in  our  second  centuiy  of  shipping  operations, 
NYK  Line  is  going  and  growing  stronger  than  ever 
We've  greatly  expanded  and  upgraded  oui"  inter- 
modal  rail,  inland  logistics,  international  and 
domestic  warehousing,  consolidation  and  distribution 
capabilities. 

We  have  more  vessels  calling  more  ports  today 
than  ever,  more  frequently,  connecting  with  more 
double-stack  express  trains  at  the  West  Coast 
on  fixed-day  weekly  schedules.  We  serve  all  of 


North  America  to  and  from  everywhere  in  Northeast 
and  Southeast  Asia,  including  the  PRC. 

Tbgether  with  our  satellite  communications, 
electronic  documentation,  computerized  systems, 
high-tech  equipment  and  the  conscientious  attention 
of  our  responsive,  knowledgeable  people,  it  all  adds 
up  to  a  world  of  unbeatable  service  to  our  customers. 

Come  go  and  grow  with  us. 


BfllDDSD 


'At  Cornell,  were 
preparing  engineers 
for  tomorrow 
by  putting  them 
on  Digitals 
workstations  today" 


"Cornell's  College  of  Engineering 
is  recognized  as  one  of  the  best  in  the 
country.  Only  by  staying  at  the  fore- 
front of  technology  and  teaching  can 
we  maintain  that  reputation.  That's 
where  Digital  and  its  workstations 
come  in. 

"We  chose  Digital's  DECstatiori" 
3100  and  VAXstation™  3100  worksta- 
tions for  a  number  of  our  programs 
because  of  their  technical  excellence. 
For  speed,  price/performance  and 
robustness  of  the  ULTRIX"'  and  VMS'" 
operating  systems,  they're  outstanding. 
With  the  workstations,  we're  seeing 
our  students'  insights,  problem- 
solving  ability  and  teamwork  greatly 
enhanced.  In  fact,  they're  heralding 
the  second  renaissance  of  engineering. 

"Our  relationship  with  Digital  is 
exemplified  by  Project  SOCRATES, 
an  innovative  educational  program  we 
pioneered  and  make  available  to  other 
schools.  It  takes  graphics  software 
developed  in  graduate  research  pro- 
jects and  turns  it  into  workstation- 
based  instructional  programs  for 
undergraduate  engineers.  Digital's 
support  is  helping  make  Project 
SOCRATES  a  success  worldwide." 

The  rewards  of  working  together. 

Digital's  high-performance  work- 
stations offer  a  unicjue  combination 
of  power  and  networking  capability 
for  turning  information  into  a  shared 
resource.  And,  we  back  them  with 
worldwide  service  and  support. 

Today,  with  a  fuU  line  of  worksta- 
tions. Digital  gives  you  an  elegantly 
j  simple  way  for  your  people  to  work 
together  more  productively,  more 
creatively,  more  efficiently,  more 
competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
'Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 
A  way  to  work  together  like 
never  before. 


Digital 

has 
it 
now. 
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Suite  Deal  Manila 
A  taste  of  the  best 


Suite  living  could  not  be  anv 
sweeter  than  our  Suite  Deal  Manila 
package.  You  stay  in  a  suite  at 
Manila's  most  elegant  and  historic 
hotel  at  the  attractixe  rate  of 
L'SS190+  +  . 

And  there  is  no  holding  back 
on  amenities  and  excellent 
service;  One-bedroom  suite 
accommodations,  complimentarv 
Continental  breakfast  for  2 
persons,  airport  transfers 
(prov  ided  flight  details  ^  . 

are  advised),  late 
check-out  on  departure  ^ 
date  till  6  p.m.  at  no 
extra  charge, 
welcome  drink  and 


fruit  basket,  daily  international  and 
local  newspapers. 

When  planning  a  visit,  ask  for  our 
Suite  Deal  Manila.  It's  definilelv 
good  value  vou  should  not  miss. 

Valid  until  32  Dec.  90.  Bookings 
must  be  identified  and  some  restrictions 
apply.  Advance  reserz'ations  required. 
*+  +  Subject  tc  20%  service  charge  and 
23.7%  government  tax. 
*  Maximum  2  adults  and 
2  children  12  years  old 
J  and  below  sharing 

room. 


There  are  perhaps  a  dozen 
incredible  places  vou  must  see 
in  the  Onent 


Rizal  Rirk  (P  0  Box  307),  Manila,  Philippines   Tele\:  40537  MHOTEL  PM. 
Telephone:  (632)  47-0011.    Fa\;  (632)  47-1124  or  48-2430. 
Or  contact  R  F  Warner  tnc  Omaha.  \'E,  John  Tetley  Co.  Los  .Angeles,  Utell  International-Sahara, 
KLM  Golden  Tulip  Intl  B  V  ,  Philippine  .Airlines  Sales  &  Reser\'ations  Worldwide- 


CAU  mSL.  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

B[£1b  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg. 170(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 

^^^g   A  V  f„r  More  Detail 

^^■-^^  Call  708-690-0010 

SI-    Educational  Asslstane*  Ltd.» 

Executive  Director 

P  O  BOX  3021  •  GLEN  ELLYN  ILLINOIS  60138 


pant  inflation.  About  the  same  time,  S( 
vice  Merchandise  began  to  feel  pressu  I 
from  such  mass  merchandisers  as 
mart  Corp.  and  Wal-Mart  Stores  Inc. 


Zimmerman  responded  with  a  troub  i 
plagued  expansion  and  diversificati 
spree.  Inventory  problems  at  two  chai 
he  bought  cost  Service  Merchandise  $ 
million  in  losses  in  1985.  He  also  ma 
unsuccessful  acquisitions  in  linger 
computers,  do-it-yourself  home  repa 
and  toy  stores.  He  started  to  rever 
course  in  1986.  Since  then,  he  has  sc 
nearly  $60  million  worth  of  assets,  mt 
ing  Service  Merchandise  almost  exc 
sively  a  catalog-showroom  retailer. 
March,  thanks  to  healthy  cash  flow 
this  year's  first  quarter,  Zimmerm 
was  able  to  prepay  $35  million  of  t 
company's  recap  debt. 
THUMBS  DOWN.  His  knack  for  maki 
the  wrong  acquisition  goes  beyond  : 
tailing.  On  a  trip  to  New  York  a  f( 
years  ago,  Zimmerman  fell  in  love  wit! 
40-foot-tall  sculpture  fashioned  from  ( 
blenders,  irons,  and  other  junk-pile  fin( 
He  figured  it  would  look  perfect  outsi 
his  office.  But  when  he  brought  it  hon 
City  Council  ip.embers  in  the  tony  Nas 


Zimmeniian  has  sold  nearl) 
$60  million  worth  of  assets 
acquired  during  liis  ill-fated 
diversification  spree 


ville  suburb  of  Brentwood  gave  1  | 
sculpture  the  thumbs  down.  Then,  wh  j 
he  tried  to  return  the  piece  before  p;  ' 
ing  for  it,  the  artist  sued.  Zimmerm 
finally  settled  with  her  a  few  moni  i 
ago.  "What  a  disaster."  he  recalls.  I 
don't  think  I  have  ever  had  so  ma 
people  mad  at  me  at  the  same  time." 

Now.  he's  dealing  with  a  much  thor 
er  problem.  The  grand  jury  investigati 
could  take  months  to  resolve,  and 
mors  about  the  company  are  flying.  . 
investment  newsletter  recently  report 
that  Service  Merchandise  was  looki 
for  a  new  CEO.  Zimmerman  says  it's  i 
so.  Adds  business  consultant  R.  M; 
nard  Holt,  a  Service  Merchandise  bo£ 
member:  "There  may  be  a  place  for 
exceptional  person  to  come  in  as  pr( 
dent  of  operations,  but  Raymond  woi 
remain  CEO  and  focus  on  broader 
sues."  Training  his  eye  solely  on  the  1 
picture  would  be  quite  a  switch  for  1 
penny-watching  Zimmerman.  But  afte 
year  like  this  one,  he  may  be  happy 
let  somebody  else  sweat  the  details. 

By  Walecia  Konrad  in  Brentwo 
Tenyi..  icith  Dean  Foust  in  Washington 
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PE 


0/ 

/o 


Annual 

Percentage 

Rate 


PUTS  YOU  AH 
HHUITY 
HIHROUI 


HI  79%  79% 
A.RR.  MhUa.RR.  MhWa.I 


.PR. 


24  MONTHS 


36  MONTHS 


48  MONTHS 


AMOUNT 
FINANCED* 

MONTHLY 
PAYMENT 

$10,000 

$452 

$12,000 

$542 

$15,000 

$678 

AMOUNT 
FINANCED* 

MONTHLY 
PAYMENT 

$10,000 

$313 

$12,000 

$375 

$15,000 

$469 

AMOUNT 
FINANCED* 

MONTHLY 
PAYMENT 

$10,000 

$244 

$12,000 

$292 

$15,000 

$365 

'Amount  financed  assumes  a  20%  down  payment 

Now  you  can  drive  GM  quality  at  a  great  GMAC  rate— 79%  — on  payment  terms 
up  to  48  months.  It's  available  on  select  new  1990  GM  cars  and  trucks.  Choose 
the  term  that  fits  your  budget  and  get  on  the  road  with  a  great  GM  value. 

Qualified  retail  buyers  must  take  delivery  from  dealer  stock.  Oealer  financial 
participation  may  affect  consumer  cost.  Expiration  dates  vary  See  your  participating 
GM  Dealer  for  details. 

GMAC 

Quality  financial  services  for  quality  GM  products 

CHEVROLET  •  PONTIAC  •  OLDSMOBILE  •  BUICK  •  GMC  TRUCK 

c  1990  GMAC  All  Rigtits  Reserved. 


ONE 

GREAT  RATE 

ON  THESE 

GREAT 

1990 

GM  CARS 

ANO 

TROCKS 


Beretta 
Corsica 
Comarot 

1991  Caprice  (offer 

ends  6/11/90) 
Covoiier 
Celebriry 
Geo  Melro 

(excludes  convertibles) 
Geo  Prizm 
Geo  Storm 
Lumina 
Lumlna  APV 
Geo  Tracker 
S-10  Pickup 

2-  &  4-Wtieel  Drive 
S-IO  Blazer" 

2-  &  4  Wtieel  Drive 
Full-size  Blazer 

4-Wheel  Drive 
Suburban 

2-  &  4-Wtieel  Drive 
Full-size  R/V  Pickupstt 

2-  &  4-Wtieel  Drive 
Full-size  C/K  Pickups"" 

2-  &  4-Wtieel  Drive 
Sportvan/Ctievy  Vant 
Astro  Von'j 


Oldsmobile 


S-15  Pickup 

2-  &  4  Wheel  Drive 
S-15  Jimmy" 

2-  &  4-Wheel  Drive 
Full-Size  Jimmy 

4-wrieel  Drive 
Suburban 

2-  &  4  Wtieel  Drive 
Full-size  R/V  Pickupstt 

2-  &  4-Wheel  Drive 
Full-size  C/K  Pickups"" 

2-  &  4-Wheel  Drive 
Vandura/Rolly  Wagont 
Safari  Vani 

tlncludes  1991 
"Includes  1991  2-door 

models 
tt6.9%  A  PR.,  limited  term. 
"""Ejciudes  454  SS  models. 
^Excludes  cutawdy 
models. 

§Excludes  Qll-wjheel-drive 
models 


 -A  MACHINE  THAT  CAN  HELP 

YOUR  BUSINESS  FLOURISI 

The  beauty  of  growing  a  business.  help  you  harvest  ; 

A  tf  -.t.  ;„  Xnna  hr»iirc  tiiirtiirina    sinH  si        fr»r  thf»  UnH  r»f  hi 


a  healthy  retirement.  And 

,  ; 11  uus-cs  lit  luug  IIUU15,  LiuiLuiiiig,  miu  a     lui  iiic  niiiu  ui  uusmess  insurance  you  can 
firEfi  financial  foundation.  If  you've  got  the     count  on,  you  want  insurance  from  Cru 
touch ,  The  Xerox  Financial  Machine  can  help     and  Forster. 

vour  business  blossom.  It's  all  part  of  Xerox  Financial  Services 


your  business  blossom . 

You  can  lease  or  finance  anything  from 
enough  equipment  to  run  ajiursery  to  a  single 
Xerox  copier.  All  from  Xerox  Credit  Corpo- 
ration. You  can  grow  witl|  investment  banking 
and  institutional  brokerage  from  Furman 
Selz.  Van  Kampen  Merritt  offers  prudent 
fixed  income  asset  management  capabilities 
to  meet  your  long  term  goals.  The  annuities 
and  lifdWnsuraflice  of  Xerox  Life  are  geared  to 


It's  all  part  of  Xerox  Financial  Services 
k  diversified  group,  of  financial  compani^ 
with  over  $19  Million  in  assets.  So  you  can 
handle  many  financial  nee.ds  with  a  singular 
standard  of  excellence. 
No  matter  what  field  you're  in. 
To  find  out  how  The  Xerox  Financial 
Machine  can  help  your  business  flourish, 
write  Xerox  Financial  Services,  P.O.  Box 
5000,  Norwalk,  CT  06856^. 
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SAVINGS  &  LOANS  I 


THE  INCREDIBLE  EXPANDING 
THRIFT  BAILOUT 


Add  liigher  rates  and  a  credit  crunch  to  the  humongous  price  tag 


The  number  grows  larger  by  the 
day.  Now,  the  General  Accounting 
Office  (GAO)  says  the  thrift  bailout 
will  cost  at  least  $325  billion  and  could 
climb  to  $500  billion — a  figure  that  Reso- 
lution Trust  Corp.  head  L.  William  Seid- 
man  has  called  reasonable.  Numbers 
such  as  these  mean  real  money,  and  that 
means  that  there  will  be  real  economic 
effects. 

As  things  now  stand,  the  $500  billion 
won't  come  out  of  higher  taxes.  Instead 
of  confronting  the  S&L  mess  head-on, 
Washington  is  choosing  to  push  the 
costs  off  into  the  future  by  borrowing 
for  40  years.  That  means  the  country  is 
paying  in  ways  that  will  never  show  up 
on  the  General  Accounting  Office's 
books.  Interest  rates  are  already 
higher  across  the  entire  econo- 
my, hurting  homeowners  and  cor- 
porations alike.  Investment  will 
be  pared,  and  the  economy  will 
grow  more  slowly  than  it  other- 
wise might.  And  because  the  feder- 
al government  will  be  paying  at 
least  $188  billion  in  extra  interest  on 
its  borrowings,  fewer  dollars  will  be 
available  for  much-needed  spend- 
ing on  such  things  as  education  and 
infrastructure. 

There  are  other  costs.  From  Maine 
to  Hawaii,  bank  supervision  has  turned 
overly  cautious,  hurting  legitimate  bor- 
rowers. s&L-funded  overbuilding,  largely 
in  the  Southwest,  has  depressed  real  es- 
tate values.  This  is  hurting  other  regions 
by  causing  companies  to  pull  up  stakes 
and  move  to  the  cheaper  locations. 
EMPTY  BUILDINGS.  These  costs  could 
have  been  largely  avoided.  According  to 
the  government  itself,  $20  billion  would 
have  been  enough  to  solve  the  whole  S&L 
problem  in  1985.  That  amount  would 
have  been  enough  to  pay  off  depositors 
at  ins(;lvent  thrifts  and  close  them  down. 
Instead,  the  thrifts  were  left  alive  to 
risk  mort  and  more  government-insured 
money. 

Now,  it  will  take  $155  billion  to  do 
what  $20  billion  would  have  done  five 
years  earlier  (table).  The  $155  billion  in 
losses  IS  the  amoun^  by  which  deposits 
exceed  issets  at  ihe  troubled  thrifts. 
Since  tiiese  deposirs  are  insured,  the 
shortfall  must  be  v.^de  up  by  the  gov- 


ernment. Each  month  of  delay  in  paying 
off  the  depositors  will  cost  the  govern- 
ment close  to  $2  billion  extra,  says  Veri- 
banc  Inc.,  a  bank-rating  firm.  That's  be- 
cause the  insolvent  thrifts  aren't  earning 
enough  revenue  to  meet  the  interest 
payments  owed  to  their  depositors.  So 
depositors'  accounts  get  larger,  and  the 
government  has  to  pick  up  the  tab. 
Much  of  the  $155  billion  disappeared  into 
empty  office  buildings,  hotels,  and  the 
like.  "We  blew  the  equivalent  of  two 
years'  net  investment,"  reflects  econo- 
mist Robert  E.  Litan  of  the  Brookings 
Institution. 

Financing  the  bailout 
making  borrowing 


GAO'S  PROJECTIONS: 

ions  of  dollars 

Losses  incurred  by  insolvent  S&Ls     $  1 55 


b.VVout-^;^,dcovdd 
^325bdbon  .^^^^o,. 


con 


Total  interest  cost 

Long-term  bond  financing 
$105 

Short-term  working  capital  cost 
$28  ^ 

Administrative  and  other  costs 

MINIMUM  COST 

But  if... 

Interest  rates  climb,  add 
If  there's  a  recession,  add 

PESSIMISTIC  COST 


133 


37 
$325 


75 
100 

$500 


:i!tlie 


more  expensive 
across  the  board.  Interest 
rates  are  20  basis  points,  or  of  a 
percentage  point,  higher  than  they 
would  otherwise  be,  estimates  Chris  P. 
Varvares  of  economic-forecasting  firm 
Laurence  H.  Meyer  &  Associates.  And 
many  other  economists  think  this  figure 
is  in  the  ballpark. 

Everyone  who  borrows  money  is  pay- 
ing the  bill  for  the  S&L  mess.  While  20 
basis  points  doesn't  sound  like  much,  be- 
fore the  40  years  are  over,  it  will  affect 
all  $7.5  trillion  in  private-sector  debt. 
Over  the  40  years,  the  extra  interest 


real 

H 


costs  paid  by  the  pu 
come  to  some  $300  billion. 
By  themselves,  the  higher  intei 
rates  will  bruise  rather  than  break 
economy.  But  as  long  as  the  thrift  cr 
is  unresolved,  the  potential  damage 
enormous.  One  cost  is  fear  that  the  s 
ation  will  continue  to  get  worse,  whic 
leading  to  much  tighter  regulation  on 
bank  lending.  The  regulatory  squeez  Efeuji 
contributing  to  a  credit  crunch,  so  m 


so  that  the  three  principal  governm 
watchdogs  over  the  financial  systei 
outgoing  RTC  head  Seidman,  Federal 
serve  Board  Chairman  Alan  Greensf 
and  Comptroller  of  the  Currency  Rol 
L.  Clarke — had  to  announce  that 
didn't  want  banks  to  stop  lending. 
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[oreover,  no  one  really  knows  yet 
J  much  the  real  estate  and  other  as- 
;  held  by  insolvent  thrifts  are  worth, 
t  recently,  Seidman  adopted  a  new 
Ltegy  of  offering  deep  discounts  to 
ers  in  order  to  sell  off  real  estate 
;kly.  But  if  Seidman's  plan  doesn't 
'k,  the  government  will  still  be  at  risk 
unanticipated  losses  in  the  future  if 
perty  values  continue  to  decline. 
\LTH  TRANSFER.  A  recession  in  the 
t  few  years  would  raise  the  40-year 
t  of  the  bailout  by  $100  billion  (table), 
Comptroller  General  Charles  A. 
vsher  recently  testified.  Thrifts  that 
solvent  now  would  sink,  and  addi- 
lal  real  estate  loans  would  go  bad. 
!  gap  between  deposits  and  assets 
.lid  widen  to  much  more  than  the  $155 
ion  now  estimated,  greatly  increasing 
drag  on  the  economy.  Moreover,  the 
)  estimates  that  a  rise  in  interest 
3s  because  of  a  sudden  acceleration 
inflation  could  add  $75  billion  to  the 
"ue  cost. 

'o  be  sure,  some  economists  such  as 
m  and  Lawrence  J.  White,  former 
mber  of  the  Federal  Home  Loan 
ik  Board,  argue  that  the  bailout  is 
rely  a  transfer  of  wealth  from  tax- 
^ers  to  depositors  and  acquiring 
iks,  with  little  long-run  effect  on  the 


economy.  Because  the  $155  billion  in 
losses  has  already  washed  through  the 
economy,  says  Litan,  it  will  have  little 
direct  impact.  But  even  Litan  agrees 
that  at  least  some  private  borrowing  will 
be  crowded  out  by  the  added  Treasury 
borrowing  used  to  pay  interest  on  the 
S&L  debt.  And  their  argument  ignores 
the  $300  billion  in  added  interest  that 
Americans  will  have  to  pay  because  in- 
terest rates  are  higher  as  a  result  of  the 
bailout. 

Not  only  does  the  government  have  to 
reimburse  depositors,  but  the  rescue  op- 
eration itself  is  creating  new  expenses. 
The  administrative  costs  for  the  RTC — 
disposing  of  failed  thrifts  and  managing 
and  selling  their  assets — and  other  relat- 
ed costs  add  $37  billion  to  the  size  of  the 
bailout.  And  because  the  government  is 
spreading  out  the  pain,  it  will  be  paying 
$28  billion  in  interest  on  the  working 
capital  needed  to  finance  assets  before 
they  are  sold  off.  "The  peace  dividend 
will  be  absorbed  in  paying  for  the  S&L 
restructuring,"  observes  Mickey  D. 
Levy,  economist  for  First  Fidelity  Ban- 
corp. "Instead  of  government  being  able 
to  spend  money  on  education,  it  will  go 
to  service  decisions  made  in  the  1980s." 

Down  the  road,  taxpayers  may  be 
asked  to  pick  up  part  of  the  tab  directly. 


With  Congress  in  no  mood  to  raise  tax- 
es, that  hasn't  happened  so  far.  But  S&L 
losses  are  already  running  at  $1,500  per 
household  and  could  go  up  to  $5,000  if 
the  GAO's  fears  are  realized. 

If  taxes  go  up  to  pay  even  part  of  the 
bailout,  it  would  feel  like  receiving  a 
credit-card  bill  for  an  expensive  meal 
eaten  months  earlier — by  someone  else. 
The  economic  boost  came  years  ago, 
when  some  thrifts  in  Texas  and  other 
regions  were  digging  themselves  into  a 
deep  hole.  Each  time  an  S&L  made  a  loan 
to  help  finance  a  new  office  building, 
new  construction  jobs  were  created — 
even  if  the  project  made  no  economic 
sense.  Indeed,  bad  decisions  on  real  es- 
tate loans  and  investments  come  to  at 
least  $45  billion  of  the  $155  billion  in 
losses  that  S&Ls  are  now  carrying  on 
their  books. 

TAXES  AND  JOBS.  At  the  same  time,  the 
runaway  thrifts  were  attracting  new  de- 
posits by  paying  above-market  interest 
rates  on  certificates  of  deposit.  This  cost 
the  S&Ls  $10  billion  more.  And  fraud, 
although  not  as  important  as  many  peo- 
ple think,  could  be  responsible  for  an 
additional  $15  billion  in  losses,  much  of 
which  was  spent  locally.  All  these  activi- 
ties pumped  billions  of  dollars  into  the 
economy. 

"The  Texas  office  boom  was  driven  by 
S&L  lending,"  says  consultant  Bert  Ely. 
"And  it  was  a  boom  that  should  have 
never  taken  place."  Some  people  and 
companies  are  still  benefiting  from  that 
boom.  The  pool  of  cheap  office  space 
that  overbuilding  produced  in  Texas  is 
effectively  providing  a  subsidy  for  com- 
panies to  move  there  from  other  parts  of 
the  country,  observes  James  R.  Barth  of 
Auburn  University  and  former  chief 
economist  for  the  Office  of  Thrift  Super- 
vision. As  a  result,  says  Barth,  "some 
people  may  pay  taxes  [for  the  bailout] 
and  lose  their  jobs." 

Indeed,  there  is  little  doubt  that  the 
two  most  prominent  recent  transplants 
from  New  York  City  to  the  Dallas  area, 
J.  C.  Penney  Co.  and  Exxon  Corp.,  were 
attracted  by  lower  property  values  and 
rents.  In  fact,  Penney's  current  head- 
quarters building  was  financed  by  Sun- 
belt Savings  Association  of  Texas,  an 
S&L  that  failed  about  the  same  time  that 
the  company  moved  in. 

Whatever  the  final  tally,  it's  clear  that 
the  economy  is  beginning  to  feel  the 
damage.  Higher  interest  rates  and  slow- 
ing investment  will  not  only  reduce  long- 
run  productivity  gains  but  also  redistrib- 
ute wealth  away  from  future 
generations.  U.  S.  taxpayers  and  borrow- 
ers will  be  paying  for  that  Texas-size 
splurge  for  a  long  time  to  come. 

By  Michael  J.  Mandel  in  New  York,  with 
Jim  Bartimo  in  Dallas 
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AND  THE  WALLS  CAME  TUMBLIN'  DOW 


r 


These  days  the  walls  are  coming  down  all 
over.  We're  moving  toward  a  more  open 
world.  And  so  is  business. 

Today,  your  information  systems  have  to 
work  together  and  be  more  flexible  than  ever, 
so  you  can  protect  and  enhance  your 
investments. 

We're  dedicated  to  opening  the  computer 
environment  and  doing  what  it  takes  to  give 
you  the  freedom  you  need  to  compete  today. 

That's  why  we  have  systems  that  are  designed 
to  fit  almost  any  operating  environment.  We'll 
see  to  it  that  you  get  optimal  applications  that 
eliminate  old  computing  barriers. 

Our  PC  to  mainframe  product  line  adheres  to 
worldwide  industry  standards. This  allows  you 
to  use  your  existing  equipment  while  you  mix 
and  match  with  other  systems  to  fit  your 
business  needs. 

And  in  the  fastest  growing  segment  of  open 
computing,  our  UNIX  -based  systems  can  give 
you  even  greater  freedom.  From  micro  to 
mainframe,  no  one  can  match  our  product 
breadth,  software  depth  and  give  you  more 
flexibility. 

We'll  assist  you  in  determining  what  systems 
you  need,  help  you  design,  customize  and  in- 
stall them.  And  we'll  do  whatever  has  to  be 
done  to  keep  it  working  efficiently  and 
profitably. 

Just  call  us  at  1-800-448-1424,  ext.  31.  We'd 
like  to  knock  down  some  walls  for  you. 


(01990  Unisys  Corporation. 

UNIXts  a  registered  trademark  of  AT&T 
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oUU  reasons 
to  leave  AT&aT. 

Choose  MCI  800  Service'  for  reasons 
like  Itemized  Call  Detail.  Unlike  AT&T, 
we  offer  it  to  all  our  customers.  And 
MCFs  Call  Detail  provides  the  complete 
phone  number  of  virtually  every  call. 
Imagine  what  you  could  do  with  that 
information. 

Or  choose  MCI  800  Service  for  real- 
time calling  number  identification.  Only 
MCr  offers  it  to  your  business  today  using 
the  standard  signaling  technology  you 
already  have.  So  you'll  be  able  to  help  your 
customers  faster  than  ever  before. 

What's  more,  there's  Direct  Termina- 
tion Overflow^^'  (DTO),  one  of  MCFs 
advanced  routing  features.  If  your  dedicated 
MCI  800  lines  are  jammed  with  custom- 
ers, the  extra  calls  will  be  automatically 
switched  onto  your  regular  business  lines. 

But  some  of  the  best  reasons  to 
choose  MCI  800  Service  are  unsurpassed 
call  quality  and  MCI  specialists  who  will 
customize  our  800  Service  to  your  needs 
and  be  there  to  answer  questions,  24  hours 
a  day  7  days  a  week. 

If  you  sign  up  now  we'll  give  you  a 
special  credit*  just  for  switching,  plus  a  sat- 
isfaction guarantee.  If  you're  not  completely 
satisfied  we'll  pay  to  re-install  you  to  your 
old  carrier. 

For  even  more  reasons  to  switch, 
contact  your  MCI  Account  Representative 
or  call  1-800-888-0800. 


MCI 


Let  us  show  you. 

Credit  equal  to  25^0  of  fourth  month's  bill  Customers  must  spend  S2,500+  in  that 
month  per  800  number  and  remain  an  800  Service  customer  for  one  year 
'   MCI  Communications  Corporation,  1990. 
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evelopments  to  Watc 


:D  by  NAOMI  FREUNDLICH 

SINESS  INCUBATORS 
E  BRINGING  UP  BABY 


During  the  1980s, 
universities  and 
economic  development 
agencies  championed 
small-business  incuba- 
tors as  tonics  for  sag- 
ging local  economies.  By 
offering  cheap  space,  of- 
fice services,  and  busi- 
ness and  technical  con- 
sulting, they  w^ould 
enhance  the  prospects  of 
young  businesses — and 
bring  more  jobs  and  new 
technology.  Since  1984, 
mmber  of  incubators  has  increased  ninefold,  topping  400. 
)w,  the  first  study  of  120  of  these  entrepreneurial  rooker- 
;ommissioned  by  the  National  Business  Incubation  Assn., 
's  that  incubators  are  meeting  expectations.  Though  most 
ess  than  four  years  old,  63%  of  those  studied  had  "gradu- 
'  270  businesses  in  1989  after  a  stay  of  two  to  three  years 
le  sheltered  environment.  And  18%  of  the  companies  ap- 
for  a  total  of  185  patents.  It's  too  early  to  compare  the 
sss  of  graduates  with  the  l-in-5  survival  rate  of  small 
lesses  after  five  years.  But  their  chances  look  good. 


ilTAL  SOUND 

ES  TO  THE  MOVIES 


Ioviegoers  have  always  enjoyed  higher-quality  images 
than  they  can  get  on  TV,  but  those  with  compact-disk 
3rs  get  better  sound  at  home.  That  may  soon  change, 
cal  Radiation  Corp.  and  Eastman  Kodak  Co.  have  devel- 
Cinema  Digital  Sound,  a  technology  that  lets  digital 
;al  soundtracks  be  printed  directly  onto  celluloid.  The  re- 
is  six  channels  of  audio  that  matches  CD  quality. 
)dak,  which  will  help  with  worldwide  marketing,  developed 
film,  and  Optical  Radiation  designed  lasers  to  "write" 
ized  sound  onto  it.  The  companies  say  their  new  process 
no  costs  to  movie  production.  But  theaters  that  want  CDS 
t  spend  up  to  $20,000  for  new  equipment — also  developed 
•ptical — that  reads  the  information  and  turns  it  into  sound. 
I  some  24,000  theaters  in  the  U.  S.  and  more  than  twice 
worldwide,  potential  revenues  are  impressive.  By  this 
mer.  Cinema  Digital  Sound  will  be  available  on  six  70mm 
?s  of  the  Dick  Tracy  movie. 


NY'S  NEW  CHIP 

A  SUPERFAST  THINKER 


efore  1982,  when  Norio  Ohga  was  elected  president  of 
Sony  Corp.,  the  Tokyo  company  produced  chips  only  for 
•nal  use.  But  then,  Ohga  got  his  chipmaking  arm  to  com- 
on  the  open  market.  And  Sony's  chip  sales  have  increased 
a  year  since  then,  topping  $1  billion  last  year,  according  to 
iquest  Inc. 

ow,  the  company  says  it  has  designed  the  world's  most 
erful  microprocessor.  The  chip  will  blaze  through  150  mil- 
instructions  per  second.  That's  more  than  either  IBM's 
;est  mainframe  or  Intel  Corp.'s  fastest  comparable  chip. 


There  are  two  keys  to  the  Sony  chip's  torrid  speed:  First  is  the 
reduced  instruction-set  computing  (RISC)  technology  licensed 
from  Silicon  Valley's  MIPS  Computer  Systems  Inc.  Next  is  a 
hybrid  circuit  architecture  that  combines  conventional  transis- 
tors with  the  speedier  but  power-hungry  bipolar  transistors 
used  in  mainframes. 

Sony's  MPU  won't  be  ready  for  market  until  1992,  in  part 
because  engineers  believe  that  they  can  still  make  the  chip 
50%'  faster.  And  Sony  wants  to  introduce  the  MPU  first  as  the 
heart  of  a  new  generation  of  mainframe-beating  worksta- 
tions—before it  starts  selling  it  to  other  computer  makers. 


SPREADING  FERTILIZER 

WILL  SOON  BE  LESS  OF  A  WASTE 


onitoring  the  amount  of  fertilizer  in  newly  planted  fields 
is  a  big  problem  for  farmers.  The  nitrogen  that  is  the 
main  ingredient  in  most  fertilizers  is  volatile,  and  if  it  isn't 
injected  properly,  or  if  too  much  is  applied,  the  gas  will  seep 
out  of  the  soil.  In  some  cases,  farmers  unwittingly  lose  as 
much  as  70%'  of  the  fertilizer  they  put  down.  That's  a  waste  of 
energy  and  money. 

To  help  solve  this  problem,  researchers  at  Georgia  Institute 
of  Technology  have  developed  an  optical  sensor  that  can  tell 
farmers  how  much  fertilizer  is  being  lost.  When  soil  loses 
nitrogen,  it  emits  ammonia.  So  the  Georgia  Tech  researchers 
coat  a  small  piece  of  glass  with  a  chemical  film  that  reacts 
with  ammonia.  Laser  light  passing  through  the  reacted  film 
will  be  bent  in  direct  relation  to  how  much  fertilizer  has  been 
lost  from  the  soil.  Farmers  can  then  go  back  and  try  to  detect 
what  the  problem  is. 

According  to  Chuck  Ross,  a  Georgia  Tech  researcher,  the 
team  is  still  trying  to  improve  the  ammonia-sensitive  coating 
for  the  sensor.  A  workable  device,  which  would  cost  only  $100, 
is  still  several  years  away. 


THIS  CLIPPING  SERVICE  PUTS 

THE  WHOLE  WORLD  IN  YOUR  HANDS 


For  harried  manag- 
ers with  eyes  burn- 
ing from  an  overload 
of  information,  West- 
ern Union  Corp.  has  a 
balm:  the  Executive 
Briefing  Service.  Each 
week.  Western  Union 
computers  will  sift 
through  reams  of  in- 
formation, extract  arti- 
cles of  interest  to  the 
customer,  and  deliver 
them  electronically  by 
fax  or  computer  on  Monday  morning.  Most  clips  are  synopses 
or  short  articles,  but  the  Upper  Saddle  River  (N.  J.)  company 
also  can  provide  paper  copies  of  longer  documents. 

The  service  could  be  especially  valuable  for  keeping  tabs  on 
developments  overseas.  In  a  recent  test,  about  20%'  of  the 
4,000  journals  and  proceedings  combed  for  one  subject  were 
published  offshore.  Western  Union  gets  its  information  from 
all  of  the  materials  pouring  into  InfoMaster,  its  gateway  to  a 
large  and  diverse  assortment  of  on-line  data  bases.  InfoMaster 
has  18  major  categories  of  science  and  technology  data,  plus  a 
wide  range  of  news  relating  to  business.  While  searching 
these  data  bases  can  get  expensive,  the  clipping  service  is  a 
bargain:  $595  a  month. 
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Why  i&  important  t|l 
establish  a  National  Bi 


A  "SHORT-TERM''  PROBLEM  WILL 
TAKE  DECADES  AND  COST  BILLIONS. 

Alarmed  by  the  poisoning  of  our 
environment  at  Love  Canal  and  other  toxic 
waste  sites,  Congress  created  the  Super- 
fund  program  ten  years  ago.  Superfund 
was  intended  to  be  a  short-term  cleanup 
program  for  the  most  serious  hazardous 
waste  sites  across  the  country 

More  than  a  decade  later,  its  painfully 
clear  that  cleaning  up  hazardous  waste  is 
not  a  short-term  problem  for  America.  It 
will  take  many  decades  and  cost  hundreds 
of  billions  of  dollars. 

Currently  1,200  of  the  most  dangerous 
sites  have  been  selected  for  priority 
action.  Billions  of  dollars  have  been  spent, 
but  very  few  sites  have  been  cleaned  up. 
In  fact,  only  45. 

So  FAR,  ABOUT  ALL  WE'VE  DONE 
WITH  HAZARDOUS  WASTE  IS  WASTE 
TIME  AND  MONEY. 

One  problem  is  that  Superfund  requires 
establishing  liability-who  sent  what 
waste,  how  much  and  where.  And  this  has 
taken  priority  over  cleaning  up.  With  the 
cost  of  cleanup  at  just  one  site  estimated 
as  high  as  one  hundred  million  dollars, 
the  question  of  who  pays  has  serious 
consequences  for  everyone  involved. 

At  most  hazardous  waste  sites,  the 
operator  of  the  dump  caused  the  environ- 
mental harm.  But  under  Superfund, 


DANGER 

NOTRESPASSIHG 

j  MAZARDOUSS^CES  PRESENT 


everyone  who  used  the  site  is  liable  for  the 
cleanup  bill.  The  record  of  users  can  go 
back  25,  30  or  40  years  and  can  number 
in  the  hundreds.  Users  can  include  major 
corporations,  small  businesses,  local 
governments,  hospitals,  nursing  homes, 
schools,  even  individuals. 

For  example,  at  422  sites  almost  14,000 
entities  have  been  notified  by  the  govern- 
ment that  they  could  be  liable  for  the 
cleanup  cost.  And  many  of  these  entities 
have  themselves  identified  still  others. 

The  result?  A  bonanza  for  lav/yers  and 


mi 


jt  cleanup  first  and 
ronmental  Trust  Fund 


msultants.  And  a  tragedy  for  the 
ivironment.  At  some  sites,  as  much  as 
)%  of  the  money  spent  goes  toward  legal 
penses  in  costly  and  time-consuming 
:orts  to  assign  liability  instead  of  solving 
e  cleanup  problem.  An  avalanche  of  law- 
its  has  resulted,  all  aimed  at  getting 
meone  else  to  pay 

HERE'S  AN  IDEA  THAT  DESERVES 
EVERYONE'S  CONSIDERATION. 

At  AIG,  we  think  its  high  time  to  find  a 
Iter  approach  to  the  problem  of  cleanmg 
)  old  hazardous  waste  sites.  One  that 
icourages  prompt  cleanup  and  spreads 
e  cost  more  broadly  And  more  equitably 
We  propose  creating  a  National 
wironmental  Trust  Fund  similar  to  the 
jtional  Highway  Trust  Fund.  Its 
sources  would  be  used  exclusively  for 
waning  up  old  hazardous  waste  sites, 
le  Fund  could  be  financed  by  adding  a 
parate  fee  to  commercial  and  industrial 
surance  premiums  in  the  United  States. 
Even  a  modest  assessmicnt,  say  2%  of  pre- 
iums  and  an  equivalent  amount  for  self 
surers,  would  provide  about  $40  billion 
^er  the  next  decade,  more  than  enough  to 
;al  with  the  1,200  highest-priority  sites. 
A  national  advisory  board  of  private  cit- 
ens,  industry  and  public  officials  could 
I  charged  with  overseeing  the  program, 
^e  also  suggest  giving  consideration  to 
tablishing  local  technical  monitoring 
)mmittees  in  each  community  These 


groups  would  be  composed  of  local  cit- 
izens, industry  and  others  who  would 
work  with  the  Environmental  Protection 
Agency  and  the  state  on  the  particular 
cleanup  site,  from  the  very  beginning  of 
the  cleanup  effort. 

Just  think.  A  new  way  to  finance 
Superfund's  mission  without  the  need  for 
new  taxes,  a  new  government  agency  or 
expensive  and  unproductive  lawsuits. 

Why  is  AIG  RUNNING  ADS  LIKE  THIS? 

AIG  {American  International  Group)  is 
the  largest  underwriter  of  commercial  and 
industrial  insurance  in  America,  and  the 
leading  U.S. -based  inta'national  insurance 
organization.  The  nature  of  our  business 
means  we  deal  every  day  with  issues  affect- 
ing U.S.  competitiveness  and  the  future  of 
the  world  economy. 

We've  started  this  dialogue  to  encourage 
people  like  you  to  help  shape  the  future. 
Perhaps  you'll  want  to  heep  the  ball  rolling 
by  contacting  your  elected  officials,  or  an 
environmaital  or  trade  group.  We  hope  you 
will.  Shouldn't  we  stop  trying  to  fix  the 
blame  and  start  fixing  the  problem? 

ff  you  agree  with  this  idea  or  have 
thoughts  of  ymr  own  to  share,  write  to 
Mr.  M.R.  Greenherg,  Chairman,  AIG, 
70  Pme  Street,  New  Yor-k,  NY  10270. 


AIG 


World  leaders  in  insurance 
and  financial  services. 
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For  most  of  his  63  years,  Terry  W.  Connelly  has  lived 
under  a  genetic  curse.  His  father  and  brother  died  of 
Huntington's  chorea,  a  lethal,  degenerative  disease 
that  strikes  between  the  ages  of  15  and  80.  Connelly, 
a  physical  fitness  director  at  a  YMCA  in  Vancouver, 
B.  C,  lived  in  fear  of  the  day  when  his  own  body  and  mind 
would  lurch  out  of  control  with  the  telltale  symptoms.  Then  he 
heard  that  scientists  had  developed  a  simple  blood  test  to 
detect  indications  of  the  genetic  flaw  that  causes  the  disease. 
Connelly  leaped  at  the  chance  to  learn  his  fate,  and  the  results 
ended  decades  of  anxiety:  He  almost  assuredly  doesn't  have 
the  bad  gene,  and  neither  do  his  two  children.  The  test,  he 
claims,  "stopped  the  skeletons  rattling  in  the  closet." 
Terry  Connelly  is  an  early  beneficiary  of  one  of  the 
most  profound  developments  in  the  history  of 
medical  science.  Thirty-seven  years  after 
James  D.  Watson  and  Francis  Crick  discov- 
ered the  double  helix  of  DNA  twisting  like 
a  fateful  serpent  through  human 
cells,  scientists  are  beginning  to 
read  its  tales  of  life,  death,  and 
disease.  In  the  past  few 
years,  molecular  sleuths 
have  located  genes,  or 
chunks  of  DNA,  that 


A  KEY  TO 
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CELL 

The  basic  unit  of  life, 
these  tiny  sacs  contain 
chromosomes  and  protein 
factories,  among  other  elements 

CHROMOSOME 

Strands  in  cells  containing 
DNA.  Humans  have  23  pairs, 
one  chromosome  each  from 
the  father  and  the  mother 


1  DNA 

The  blueprint  for  producing  all 
the  proteins  and  chemicals 
♦hot  carry  out  the  innumera- 
ble functions  crucial  for  life 

Gim 

A  stretch  of  DNA  that  con- 
joins the  instructions  for  mak- 
ng  proteins.  A  damaged 
a?ne  can  lead  to  disease 
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not  only  cause  deadly  hereditary  diseases  such  as  muscu^  Ij 
dystrophy  but  also  contribute  to  common  illnesses  such 
heart  disease,  emphysema,  and  cancer. 

At  first  just  a  trickle,  such  findings  are  becoming  a  torre 
As  recently  as  five  years  ago,  scientists  had  identified  jus 
handful  of  the  body's  50,000-to-100,000  genes.  Since  then,  p 
pelled  by  new  technology,  they  have  located  more  than  1,8 
And  the  5,000  scientists  researching  genetics  worldwide 
making  headlines  almost  weekly.  In  March,  researchers  at 


FIGHTING 
DISEASE 
AT  THE 
SOURCE 


GENE 

SLEUTHING 

Using  techniques  and  machines 
that  can  find  individual  genes,  sci- 
entists are  discovering  the  flaws  in 
DNA  that  lead  to  diseases 

University  of  Utah  found  one  piece  of  the  faulty  DNA  tl 
contributes  to  colon  cancer.  In  April,  researchers  at  the  U 
versify  of  California  at  Los  Angeles  and  at  the  University 
Texas  Health  Science  Center  in  San  Antonio  claimed  to  hal^" 
found  genes  that  could  lead  to  alcoholism. 

The  pace  of  discovery  is  sure  to  quicken.  The  Human  ( 
nome  Project,  which  will  kick  off  in  October  at  the  Natioi 
Institutes  of  Health  (KIH)  and  the  Energy  Dept.,  plans  to  spe 
over  $3  billion  in  the  next  15  years  to  analyze  all  human  D> 
"This  is  the  golden  age  of  genetics,"  says  Francis  S.  Collins 
the  University  of  Michigan,  who,  with  Lap-Chee  Tsui  of  Ton  j;''^' 
to's  Hospital  for  Sick  Children  last  September,  captured  t 
biggest  prize  to  date:  the  gene  that  causes  cystic  fibrosis. 
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altiplied  many  times  over,  such  ad- 
es  will  irrevocably  alter  the  landscape 
le  medical  industry — and  touch  almost 
spects  of  life.  Already,  companies  such 
ntegrated  Genetics,  Collaborative  Re- 
:h,  and  GeneScreen  are  aiming  at  a  pre- 
d  $200  million-a-year  market  for  genetic 
.  The  ability  to  manipulate  genes  is  lay- 
;he  foundation  for  a  billion-dollar  busi- 
in  genetically  altered  animals.  And 
and  biotechnology  companies  already 
larnessing  the  new  knowledge  to  devel- 
gtter  drugs. 

e  profits  these  companies  anticipate 
;ome  from  treatments  that  will  make 
;  of  today  look  crude  by  comparison, 
t  now,  doctors  still  treat  most  dis- 
5  only  after  a  patient  shows  symp- 
.  In  the  future,  physicians  may 
!  which  genes  could  cause  a  problem, 
ible  to  identify  potential  scourges 
5  ahead  of  time,  and,  in  many  cases, 
their  course.  "We're  looking  at  a  total- 
ew  form  of  medicine — preventive  medi 
"  says  geneticiot  Michael  Hayden  of  the 

GNOSIS  THROUGH  GENES 

;  a  gene  is  identified,  doctors  can  test 
nts  and  unborn  children  to  see  if  they 
□r  flawed  genes.  As 
ult,  physicians 
reat  problems 
before  symp-  ■ 


PROBING  GENE  FUNCTION 

By  inserting  human  genes  into  ani- 
mals, researchers  are  exploring  how 
genes  perform  in  the  body.  The  pay- 
off: better  understanding  of  human 
disease 


)ort  the  fetus 


has  access  to  their  genetic  makeup,  and  how 
such  data  will  be  used.  The  dilemmas  could 
be  acute,  given  that  for  many  diseases  a 
bad  gene  doesn't  guarantee  that  the  afflic- 
tion will  develop  but  is  merely  an  indicator 
that  it  might.  Make  too  much  of  that,  ethi- 
cists  warn,  and  "defective"  genes  could  be 
used  to  justify  unwarranted  discrimination. 
Insurers  might  deny  coverage,  for  instance, 
and  employers  might  withhold  jobs.  Within 
five  years,  "genetic  predispositions  will  be 
used  as  a  risk  factor  for  employment,"  de- 
clares Stephen  Turner,  CEO  of  Oncor  Inc.  in 
Gaithersburg,  Md.,  a  company  that  de- 
signs genetic  tests.  Some  experts  even 
envision  the  day  when  a  genetic  profile 
will  be  used  to  screen  potential  mates. 

Such  issues  are  already  surfacing.  Re- 
cently, a  couple  that  visited  a  southwest- 
ern medical  center  for  a  genetic  test 
learned  that  their  unborn  child  had  cystic 
fibrosis.  Their  doctor  at  a  health-mainte- 
nance organization  told  them  that  unless 


University  of  British  Colum- 
bia. "The  hope  is  that  we  can 
use  genes  to  predict  the  risk 
of  a  disease,  then  modify 
something  to  prevent  the 
onset  of  it."  In  fact,  re- 
cent animal  experi- 
ments are  bringing 
scientists   close  to 
gene  therapy — insert- 
ing bits  of  DNA  into 
people  to  fix  genetic 
flaws  (page  74). 
But  there's  a  dark 
side  to  all  this  genetic 
knowledge,  starting  with  the 
wrenching  personal  dilemmas 
it  will  create.  Until  now,  the  technol- 
has  been  so  limited  that  it  hasn't  created  serious  alarm, 
ing  couples  and  fetuses  with  a  family  history  of  heredi- 
disease  is  becoming  commonplace.  But  what  if  the  gene 
becomes  much  more  detailed,  leaving  almost  nothing  to 
ce?  One  28-year-old  saleswoman  from  Vancouver  faced 
question  three  years  ago,  after  the  pioneering  test  for 
tington's  chorea  was  developed.  Her  father  and  a  sister 
the  disease,  and  she  could  either  wait  to  see  if  it  would  hit 
too — or  take  a  test  and  perhaps  face  a  medical  death 
ence.  "Ignorance  is  really  stupid,"  she  says.  "The  more 
know,  the  better  off  you  are."  Her  test  revealed  grim 
i!  a  90%  chance  of  getting  the  illness.  Still,  she's  glad  she 
ked:  "It  makes  me  live  each  day  as  if  it  were  the  last." 
le  ethical  implications  of  the  Genetic  Age  will  be  broader 
Questions  are  just  starting  to  arise  about  who  will  be 
f  to  such  information,  whether  individuals  will  know  who 


REPLACING 
BAD  GENES 

Eventually,  scien- 
tists want  to  in- 
ject the  correct 
copy  of  a  gene 
into  a  patient  with 
a  genetic  flaw.  The 
gene  will  find  diseased 
cells  and  insert  itself 
into  them,  thus  curing 
the  disease 

they  terminated  the  pregnancy,  the  HMO  would  cancel  their 
health  plan.  Only  after  a  social  worker  threatened  a  discrimi- 
nation suit  did  the  HMO  relent.  This  scene  may  be  replayed 
countless  times,  as  more  genes  are  identified.  "We  are  at  the 
beginning  of  something  that  will  take  20  years  to  resolve," 
says  Philip  R.  Reilly,  executive  director  of  the  Shriver  Center 
in  Waltham,  Mass.  And  it's  too  late  to  pull  back,  adds  Keith 
W.  Brown,  the  president  of  GeneScreen  Inc.  "The  train  has 
left  the  station." 

For  centuries,  scientists  have  known  that  traits  are  inherit- 
ed, among  them  many  diseases.  What  the  discovery  of  DNA 
made  clear  was  why.  Genes  are  chunks  of  DNA  that  are  blue- 
prints for  the  production  of  proteins  and  chemicals  essential 
for  life.  A  missing  gene,  or  a  malfunction  in  one,  can  cause 
aberrations  in  these  chemicals  that  lead  to  deadly  conse- 
quences. 

Emphysema  is  a  case  in  point.  Smoking  usually  is  blamed 
for  the  breathing  disorder.  But  scientists  have  found  that  a 
genetic  defect  called  alpha  1-antitrypsin  deficiency  plays  a 
decisive  role  when  the  disease  strikes  early  in  life —  causing  an 
estimated  20,000  to  40,000  cases  in  the  U.  S.  Patients  whose 
lungs  start  to  fail  in  their  30s  lack  the  alpha  1-antitrypsin 
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'THE  FIRST  THING  YOU 
DO  WITH  A  NEW  GENE 
IS  PUT  IT  IN  A  MOUSE 
TO  SEE  WHAT  IT  DOES' 

James  B.  Sherblom 
President 

Transgenic  Sciences  Inc 

protein  in  their  blood,  leav- 
ing the  sensitive  lining  of  the 
lungs  vulnerable  to  a  destruc- 
tive enzyme  made  by  white 
blood  cells.  In  95%  of  the 
cases,  one  mutated  gene  is  at 
fault.  It  still  tells  liver  cells  to 
make  the  protein.  But  because 
the  protein  has  one  faulty  amino 
acid — the  building  blocks  of  pro- 
teins— it  can't  get  out  of  the  liver  to  do 
its  job.  Now,  researchers  have  a  partial 
solution.  By  cloning  the  gene,  they  are 
able  to  make  the  missing  protein.  And  in 
a  clinical  trial  at  NIH  and  other  medical 
centers,  1,000  people  are  being  treated 
with  the  manufactured  protein,  which 
helps  prevent  lung  damage. 

The  next  step  is  to  give  patients  the 
proper  gene.  So  far,  Ronald  G.  Crystal, 
chief  of  the  NIH's  pulmonary  branch,  has 
managed  to  coax  human  lung  cells  to 
make  the  protein  in  laboratory  dishes. 
He  is  using  an  emasculated  version  of  a 
pneumonia  virus,  which  infects  lung 
cells,  to  carry  the  gene  to  the  right 
place.  But  such  treatments  won't  re- 
verse lung  damage  that  has  already  oc- 
curred. So  Crystal  advocates  testing  for 
the  gene  early  in  life.  If  people  know 
they  harbor  the  flawed  dna,  they  could 
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receive  early  treatment  or  avoid  hazards 
such  as  smoking,  which  almost  invari- 
ably helps  trigger  the  disease. 

Heart  disease  underscores  Crystal's 
point.  In  1987,  scientists  at  the  J.  David 
Gladstone  Foundation,  a  research  group 
affiliated  with  the  University  of  Califor- 
nia at  San  Francisco,  discovered  one  of 
its  causes.  A  protein  called  apolipopro- 
tein  B  normally  scavenges  cholesterol 
from  the  blood.  But  in  about  1  of  every 
500  people,  a  genetic  mutation  creates  a 
defective  protein  that  disrupts  the  pro- 
cess of  bringing  low-density  lipopro- 
teins— the  "bad"  cholesterol — to  the  liv- 
er, where  it  is  broken  down.  Testing  for 
the  flaw  can  identify  those  for  whom 


diet  and  exercise  is  a  matter  of  life  a 
death.  "We  can  now  begin  to  have 
big  impact  on  heart  disease,"  sa 
Gladstone  Director  Robert  ' 
Mahley. 
GENE  MAPPING.  In  some  cas 
finding  bad  genes  is  now  re 
tively  easy.  If  scientists  ha 
already  collared  the  mavi 
ick  proteins,  as  they 
with  apolipoprotein  B  and 
pha  1-antitrypsin,  they  ( 
work  backward  by  chemi( 
analysis  to  find  the  gene  th 
creates  them.  But  for  mc 
genetic  diseases,  scientis 
haven't  identified  the  offer 
ing  protein.  As  a  result,  th 
can't  tell  whether  it  is  missing 
merely  defective.  So  they  mi 
find  the  gene  itself,  a  challenge  ak 
to  locating  an  unknown  street  block 
an  unfamiliar  city  on  an  unexplored  cc  ^'"^^^ 
tinent.  Only  in  the  past  five  years  h  ' 
the  technology  existed  to  make  t\ 
search  possible.  And  the  hunt  for  t 
gene  that  causes  cystic  fibrosis,  t 
most  common  hereditary  disease  amoi 
Caucasians,  shows  how  far  science  hi 
come. 

The  first  step  in  any  gene  search 
mapping  the  gene's  approximate  loc 
tion.  Nearly  every  cell  in  the  body  has 
pairs  of  chromosomes  made  up 
strands  of  dna.  Each  chromosome 
studded  with  genes.  Between  the  gen '' 
are  segments  of  dna,  most  of  them  wi 
no  apparent  genetic  function.  The  DN' 
in  turn,  is  made  up  of  molecules  knov 
as  bases.  Scientists  rely  on  genet 
"markers,"  or  bits  of  identifiable  D^ 
that  are  inherited  with  nearby  genes, 
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FATAl  ATTRACTION:  WHEN  DEADLY  GENES  GET  TOGETHER 


rlvi 


oes  having  a  bad  gene  mean 
I  that  you'll  get  a  disease?  Not 
necessarily.  Genes  come  in 
pairs,  and  most  genetic  diseases,  such 
as  cystic  fibrosis,  are  "recessive" — 
meaning  that  the  illness  only  occurs 
when  someone  has  two  faulty  genes. 
And  many  diseases,  such  as  cancer,  in- 
volve several  bad  genes  plus  other  fac- 
tors such  as  smoking. 

We  get  our  genes  from  our  parents. 
Each  contributes  one  gene  of  his  or  her 
pair  to  a  child.  In  the  case  of  cystic 
fibrosis,  if  both  the  man  and  woman 
have  one  bad  gene,  the  child  has  a  one- 
in-four  chance  of  inheriting  two  bad 
copies  and  thus  the  disease. 

Other  disorders,  such  as  Duchenne 
muscular  dystrophy  and  hemophilia, 
are  "sex-linked."  They  result  from  a 


defect  on  the  X  chromosome,  of  which 
men  have  one  and  women  have  two.  A 
woman  would  need  two  copies  of  the 
gene  for  hemophilia  to  get  the  disease, 
because  one  healthy  gene  will  compen- 
sate for  the  other.  But  if  a  man  inher- 
its a  gene  for  hemophilia  on  his  X  chro- 
mosome, there's  nothing  to  compensate 
for  it,  and  he'll  get  the  disease. 
TRANSFORMED.  Other  diseases  aren't 
as  easy  to  figure.  Those  caused  by  just 
one  defective  gene  are  relatively  rare. 
More  common  disorders  are  triggered 
by  interactions  among  genes.  Scientists 
now  know  that  humans  have  cancer- 
causing  genes — and  DNA  that  holds 
them  in  check.  To  get  some  forms  of 
cancer,  people  must  have  both  the  can- 
cer genes  and  "bad"  versions  of  the 
tumor-suppressor  genes.  To  complicate 


that?^ 


matters,  some  faulty  genes  are  inherit- 
ed, but  others  can  be  transformed 
from  benign  to  deadly  by  smoking  oi 
exposure  to  toxic  chemicals. 

Some  genes  are  merely  bad  influ- 
ences.  In  April,  scientists  identified  a 
stretch  of  DNA  that  may  put  people  at 
risk  for  alcoholism.  But  in  a  study  of 
70  people,  half  of  whom  were  alcohol- 
ics, the  researchers  discovered 
while  67%  of  the  alcoholics  had  the 
gene,  so  did  28%  of  the  nonalcoholics. 
Now,  some  scientists  are  questioning 
whether  there  really  is  a  connection 
The  conclusion:  Bad  genes  are  the  un- 
equivocal cause  of  diseases  such  as 
muscular  dystrophy.  But  when  it 
comes  to  behavioral  disorders,  they 
may  not  bear  much  of  the  blame 

By  John  Carey  in  Washington 
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guide  them.  In  their  past  worlc 
faulty  genes,  researchers  have 
ified  markers  that  are  spaced 
;  5  milHon  bases  apart — signposts 
microscopic  highway. 
1985,  Tsui  of  the  Hospital  for  Sick 
ren  used  markers  to  locate  the 
;  fibrosis  gene  on  one  of  the  46 
riosomes.  Next  came  the  hard 
-locating  the  culprit  gene  among 
housands  on  its  chromosome.  By 
new  technology  had  made  it  pos- 
for  a  technician  to  "walk"  along 
at  the  rate  of  thousands  of  bases 
'  (page  82).  But  Tsui  and  Collins, 
had  joined  their  labs  in  the  effort 
nd  the  gene,  quickly  discovered 
the  cystic  fibrosis  gene  lay  be- 
1  two  markers  that  were  1.6  mil- 
bases  apart.  That,  they  figured, 
in  18-year  trip  by  walking. 
ING  THE  PRIZE.  Fortunately,  the 
:ient  Collins  already  had  invented 
)rtcut  called  "jumping."  By  leap- 
ver  stretches  of  genetic  material, 
IS  and  Tsui  covered  most  of  the 
illion  bases  in  just  two  years.  Pin- 
ing the  right  gene  involved  find- 
vidence  that  it  was  making  prod- 
in  the  cells  affected  by  the 
se,  in  this  case  the  sweat  glands 
ungs.  By  the  late  spring  of  1989, 
eam  had  nabbed  the  prize — and 
searching  for  the  actual  flaw  in 
^ene.  In  70%  of  American  cystic 
5is  victims,  it  turned  out  to  be  one 
tion,  a  DNA  change  that  produces 
itein  with  one  wrong  amino  acid, 
thin  days  after  the  discovery  was 
Lxnced  last  September,  Integrated 
tics  Inc.  in  Framingham,  Mass., 
'ollaborative  Research  Inc.  in  Bed- 
Mass.,  rolled  out  diagnostic  tests 
the  mutation.  With  3.6  million 
5  in  the  U.  S.  each  year,  the  poten- 
narket  for  the  tests,  priced  up  to 
each,  is  huge. 

d  as  so  often  happens,  the  origi- 
iiscovery  quickly  led  to  others: 
'  this  year,  Garry  Cutting,  a  ge- 
ist  at  Johns  Hopkins  University, 
ed  down  an  additional  flaw  in  the 
gene  that  lets  scientists  account 
ip  to  85%  of  the  cystic  fibrosis 
;  in  some  groups  of  people.  That 
nee  increases  the  prospects  for 
spread  screening  for  the  disease, 
n  strikes  as  many  as  1  in  2,500 
asian  children. 

)re  important  than  which  mutation 
3S  the  disease,  "we're  on  the 
ihold  of  understanding  why,"  says 
ng.  In  cystic  fibrosis,  the  mystery 
)een  why  the  mucus  in  the  lungs  is 
lick  that  it  can't  be  cleared,  a  fail- 
;hat  kills  victims  by  the  age  of  27 
verage.  Scientists  had  previously 
led  that  some  cells  fail  to  pump 
substances  across  the  cell  mem- 
e.  Now,  they're  racing  to  under- 


ClOSING  IN  OK 
DISEASE-CAUSING  GENES 

FRAGILE-X  MENTAL  RETARDATION 


Most  common  hereditary  cause  of  mental  re- 
tardation Scientists  can  diagnose  the  bad 
X  chromosome  and  are  close  to  finding  the 
gene 

DUCHENNE  MUSCULAR  DYSTROPHY 


A7//5  by  causing  )nuscle-wasting 
Researchers  pinpointed  the  gene  and  its 
flaws  by  1988 

LESCH  NYHAN  IYNDROME 


Found  in  1  in  lODJiOU  newburiis.  it  aiuses 
spasticity  and  self-mutilation    Gene  cloned 
in  early  1980s 

HEMOPHILIA 


Blood  doesn  V  clot  Caused  by  lack  of  a  clot- 
ting protein.  Gene  cloned  in  1984 

CYSTIC  FIBROSIS 


Mucus  accumulates  in  lungs.  Kills  J  in 
2,500  Caucasians    Faulty  gene  found  in 
1989 

 SICKLE-CELL  ANEMIA 

An  abnormal  form  of  hemoglobin,  the  mole- 
cule that  carries  oxygen  in  the  blood,  leads  to 
severe  anemia  Mutation  in  gene  was  iden- 
tified in  the  mid-1980s 


ADA  DEFICIENCY 


Also  iiilhtl  "bubble  boy"  disease.  Child  lacks 
a  working  immune  system  With  the  gene 
in  hand,  scientists  hope  to  try  gene  therapy 
this  year 

PREMATURE  CORONARY  ATHEROSCLEROSIS 

Hardening  of  the  arteries  Linked  to  a  num- 
ber of  genes;  scienti^t^  have  fnuiid  st-veral 

HUNTINGTON'S  CHOREA 


Meiiioiy  loss.  iinconlmUabk  body  move- 
ments, and  death  usually  by  the  age  of  60 
The  chromosome  was  located  in  1983.  Now, 
scientists  are  looking  for  the  gene 

POLYCYSTIC  KIDNEY  DISEASE 

Causes  kidney  cysts,  leading  to  kidney  fail- 
ure   Scientists  know  where  the  gene  is; 
soon,  they  may  pinpoint  its  flaw 

RETINOBUSTOMA 


Eye  cancer   The  bad  geiif  ha^  bi  t  ii  found 

 COLON  CANCER 

One  major  gene  that  causes  it  has  been  lo- 
cated; scientists  are  closing  in  on  the  gene's 
flaw 

ALPHA  1 -ANTITRYPSIN  DEFICIENCY 


A  defect  in  a  body  protein  that  helps  lead  to 
emphysema    Scientists  cloned  the  gene 
in  the  early  1980s 

ALCOHOLISM 


In  April,  researchers  announced  a  genetic 
link.  Other  labs  are  trying  to  replicate  the 
results 


stand  how  the  defective  protein  con- 
tributes to  that  malfunction.  That 
knowledge  will  be  vital  in  understand- 
ing the  fundamental  workings  of  cells, 
as  well  as  other  conditions,  such  as 
diarrhea,  where  cellular  pumping 
mechanisms  go  haywire.  "This  is  the 
first  insight  into  these  transport  mech- 
anisms," says  John  R.  Riordan,  a  bio- 
chemist at  Toronto's  Hospital  for  Sick 
Children.  "It  will  lead  to  another  quan- 
tum leap  in  knowledge." 
'LIVING  FACTORIES.'  Some  of  the  future 
leaps  will  probably  be  propelled  by  a 
technology  called  transgenics.  The  idea 
is  to  insert  foreign  DNA  into  animals, 
both  to  see  how  genes  perform  and  to 
engineer  animals  with  human  diseases. 
"Now,  the  first  thing  you  do  with  a 
new  gene  is  put  it  in  a  mouse  to  see 
what  it  does,"  says  James  Sherblom, 
president  of  startup  Transgenic  Sci- 
ences Inc.  For  instance,  researchers  C. 
Thomas  Caskey  and  his  colleagues  at 
the  Baylor  College  of  Medicine  are  tak- 
ing a  gene  that  codes  for  dystrophin, 
the  missing  protein  in  Duchenne's  mus- 
cular dystrophy  (DMD),  and  inserting  it 
in  a  strain  of  mice  that  suffer  from  the 
disease.  That  way  they  can  test  wheth- 
er inserting  a  gene  can  cure  the  dis- 
ease, tell  them  what  the  protein  actual- 
ly does  and  learn  if  that  technique  has 
any  side-effects. 

Transgenics  is  catching  on  fast.  Uni- 
versities and  biotech  names  such  as 
Merck,  Du  Pont,  Genentech,  and  Gen- 
zyme  are  building  transgenic  pro- 
grams. Startups  including  Transgenic 
Sciences,  GenPharm  International, 
DNX,  and  Embre.x  have  garnered  near- 
ly $20  million  in  capital  in  the  past  five 
years.  And  they're  after  more  than  bet- 
ter cures.  Someday,  transgenics  may 
help  grow  leaner  livestock  or  trans- 
form animals  into  "living  factories" 
that  churn  out  protein-based  drugs.  In- 
deed, some  analysts  see  a  $1.5  billion 
market  for  transgenic  animals  within 
this  decade. 

The  new  research  also  is  pointing  the 
way  to  exciting  drugs.  Hormones  and 
other  substances  that  tell  the  body 
how  to  respond  to  the  outside  world — 
creating  the  sensation  of  sight  or  pain, 
for  instance — work  by  attaching  them- 
selves to  proteins  called  receptors. 
Many  drugs  exert  their  effect  by  at- 
taching to  receptors.  Over  the  years, 
scientists  have  identified  many  genes 
that  produce  receptors,  which  may 
have  very  disparate  functions  but  dif- 
fer only  slightly  in  chemical  makeup. 
Knowing  these  small  differences  may 
lead  to  more  precise  drugs. 

At  Merck  &  Co.,  for  instance,  re- 
searchers Catherine  D.  Strader  and 
Richard  Dixon  are  enlisting  this  knowl- 
edge in  the  fight  against  hypertension 
and  asthma.  Most  drugs  that  lower 
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SPARCstaHori"  SLC.  By 
breaking  the  $5,000 
barrier,  it  turns  the  eco- 
nomics of  computing 
absolutely  upside  down. 
And  lets  you  give  your 
people  a  system  that 
runs  circles  around 
PCs  and  ndnicomputers. 

Up  till  now,  for  this 
price  you'd  have  to 
settle  for  a  386  with 
one  or  two  little 
extras.  Or  a  share 


of  a  minicomputer  Or 
maybe  an  X  terminal 
with  an  underpowered 
processor 

But  now,  you  can 
give  everyone  a  high- 
performance  RISC  work- 
station for  the  same 
price.  Complete  with 
12.5  MIPS  of  process- 
ing power  The 

/f^mm^i'mifiy^.A^-^^    .-.-.^  unix" 

0  operating 
system. 


8  MB  of  memory.  Even  built-in  Ethe  '% 
But  more  than  a  hot  machine,  y(  ate; 
can  give  them  all  the  strategic  advc 
tages  that  come  with  our  SPARC 
technology. 

First,  our  workstations  were  me 
to  be  networked.  So  you  can  have 
whole  groups  working  on  the  sarri 
project.  In  perfect  synch.  And  eve 
user  has  serious  processing  power 
Right  at  the  desktop  level.  Second, 
there's  the  OPEN  LOOK "  user  int< 
face.  Which  lets  people  learn  to  us( 
UNIX  in  no  time  flat.  Finally,  there  .j. 


inc  "Sun  Mki.isvs 


SPARC  and  SPARC" 


e  trademiirks  ut  Sun  Micrn^vstems  Inc  OPEN  LOOK  is  a  trademarl-  ot  ATiT  UNIX  if.  a  repsK 


NTRODUCE 
)RKS]MON 
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self.  With  UNIX,  your  people 
ite  applications  that  would  take 
le  to  develop  any  other  way.  In 
're  are  over  2,000  SPARC  ware " 
tions  that  are  ready  to  run 
)w.  So  you  have  the  added 
ige  of  choosing  the  world's 
standard  for  RISC/UNIX  soft- 
impatibiHty. 

did  we  design  all  this  into  a 
ystem?  Since  1982,  we've  built 
;  but  UNIX  workstations.  So 
?amed  a  few  things.  We  corn- 
eliminated  the  processor  box. 


By  building  the  electronics  into  the 
back  of  the  monitor  We  gave  it  a  high- 
resolution  monochrome  display.  And 
since  SPARCstation  SLC  is  designed 
for  workgroups,  all  the  files  can  be 
stored  in  a  central  server  Or  on  a  local 
disk,  if  you'd  rather 

For  a  lot  of  companies,  introducing 
a  machine  like  this  would  be  next  to 
impossible.  But  at  Sun,  it's  not  exactly 
our  first  breakthrough.  And  this  is  no 
announce-it-today,  ship-it-next-year 
product,  either  SPARCstation  SLC  is 
available  in  quantity  today. 


SPARCstation  SLC.  If  you'd  like 
to  see  how  it  compares  to  every 
other  system  you  could  buy,  just  call 
1-800-624-8999  ext.  2066.  From  any- 
where in  the  U.S.  and  Canada.  And  get 
ready  to  move  your  people  a  quantum 
leap  ahead. 

Because  now  you  can. 


^sun 


microsystems 


a  registered  trademark  or  Xerox  Corporation  *U  S  List  Pnce  Quanbty  1.  'U.'^^S  Includes  a  17-inch,  high-resolutu 


onochrome  display,  8  MB  of  n 


integral  Ethernet.  SCSI,  and  senal  interfaces,  and  the  Sun  Operatirg  Systei 


high  blood  pressure  are  "beta  blockers," 
which  work  by  preventing  adrenaline 
from  binding  to  receptors  and  stimulat- 
ing the  "flight  or  fight"  response.  That 
reaction  let  cave  people  escape  saber- 
tooth  tigers,  and  it's  still  useful  in  times 
of  danger.  But  it  also  can  send  blood 
pressures  soaring.  The  trouble  with  beta 
blockers  is  that  they  bind  to  other  recep- 
tors as  well,  causing  side-effects  such  as 
allergic  reactions  and  slow  heartbeats. 
By  studying  the  differences  between  the 


receptors,  Strader  and  Dixon  are  design- 
ing drugs  that  block  just  the  "fight  or 
flight"  response — without  causing  side- 
effects.  The  same  strategy  should  work 
for  receptors  involved  in  everything 
from  asthma  to  arthritis.  "We  think  we 
can  find  an  individual  drug  for  each  of 
these  receptors,"  says  Dixon. 

In  the  next  few  years,  scientists  hope 
to  find  genetic  flaws  that  contribute  to 
dozens  of  other  maladies.  The  list  in- 
cludes Huntington's  disease,  for  which 


scientists  have  developed  a  diaj. 
test  even  though  they  haven't  yet 
the  gene;  polycystic  kidney  dise 
cause  of  kidney  failure);  and  a 
range  of  genes  that  either  cause 
or  fail  to  prevent  tumors  from  d( 
ing.  Each  discovery  leads  to  m 
benefits.  By  searching  for  the  pn 
or  absence  of  genes  that  suppre 
mors,  doctors  hope  to  be  able  to  j 
how  successfully  many  cancer  pt 
will  fight  the  disease.  Knowing 
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GENE  THERAPY:  CEILS  THAT  CARRY  MESSENGERS  OF  HEALTH 


If  disease  is  caused  by  faulty  genes, 
then  why  not  just  replace  the  bad 
ones  with  copies  of  normal  genes? 
That's  the  seductive  idea  behind  gene 
therapy,  a  conceptually  simple  way  of 
curing  or  treating  everything  from  he- 
reditary disorders  such  as  muscular 
dystrophy  to  more  common  ailments 
such  as  heart  disease.  Now,  after 
years  of  promises,  scientists  are  devis- 
ing new  ways  to  slip  genes  into  ani- 
mals and  people. 

In  the  past,  concerns  about  safety 
and  efficacy  have  held  up  human  trials. 
To  deliver  a  new  gene  to  a  cell,  scien- 
tists typically  attach  it  to  a  disarmed 
mouse  virus  that  then  infects  target 
cells.  As  part  of  the  infection  process, 
the  virus  inserts  both  the  good  gene 
and  its  own  genetic  material  into  the 
cells'  DNA.  The  fear  was  that  these 
new  genes  could  cause  harm. 

Some  of  those  doubts  were  resolved 
in  a  pioneering  experiment 
that  began  a  year  ago  at 
the  National  Institutes  of 
Health  iNIH).  For  the  first 
time,  scientists  inserted  a 
foreign  gene  into  human 
beings,  in  this  case  six  ter- 
minally ill  cancer  patients. 
The  gene  wasn't  designed 
to  treat  the  patients.  In- 
stead, it  functioned  as  a 
"marker"  within  cells  that 
were  injected  to  help  kill 
tumors.  That  allowed  sci- 
entists W.  French  Ander- 
son, Steven  Rosenberg, 
and  Michael  Blaese  to 
track  the  cells'  progress. 
The  cancer  victims  died, 
but  the  gene  transfer 
worked  as  expected. 

In  fact,  the  experiment 
was  so  successful  that  the 
NIH  researchers  recently 
submitted  proposals  to 
conduct  gene  therapy  on 
humans.  In  one  effort,  Ro- 


senberg plans  to  build  on  last  year's 
work  by  adding  a  gene  for  a  cancer- 
fighting  substance  to  the  tumor-killing 
cells.  In  another,  Anderson  and  Blaese 
want  to  treat  "bubble  boy"  disease,  a 
rare  genetic  condition  in  which  children 
lack  a  functioning  immune  system  and 
must  be  protected  from  infection.  The 
disease  occurs  because  the  children 
lack  a  specific  enzyme.  In  a  plan  al- 
ready approved  by  one  key  NiH  com- 
mittee, the  scientists  aim  to  add  the 
gene  for  the  enzyme  to  blood  cells.  As 
they  flow  through  the  body,  the  cells 
will  make  the  enzyme — and  treat  the 
disease. 

'HOLY  GRAIL.'  Gene  therapy  may  tackle 
more  than  rare  maladies.  Functioning 
as  a  sophisticated  drug  delivery  sys- 
tem, it  could  be  used  to  treat  more 
common  disorders.  Researchers  at  Ge- 
netic Therapy  are  inducing  skin  cells  to 
make  soluble  CD4,  a  substance  that 


THE  NIH'S  ANDERSON  AND  BLAESE:  THE  FIRST  TO  TRANSFER  A  HUMAN  GENE 
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may  help  fight  aids.  And  Richard 
ligan  of  MIT's  Whitehead  Institute 
inserted  anticlotting  genes  into 
that  line  arteries.  When  returned  t(  k 
body,  these  cells  could  prevent  bar  ul 
blood  clots  after  heart  surgery. 

All  of  these  uses  have  one  limita  n: 
Cells  must  first  be  removed  from  le 
body  so  scientists  can  add  the  wJ 
genes.  So  now,  scientists  are  homin  iio 
on  what  M.  James  Barrett,  Get  ic 
Therapy's  president,  calls  the  "1 
Grail" — curing  a  disease  by  injectii 
gene  directly  into  the  body.  The  trii 
to  attach  the  gene  to  a  "deli- 
truck"  that  will  journey  through 
body  to  the  right  cells. 

James  Wilson  of  the  University 
Michigan  and  collaborators  at  the 
versity  of  Connecticut  and  the  Al 
Einstein  College  of  Medicine  h 
made  progress  toward  this  goal  i 
special  breed  of  rabbits  that  have  I 
cholesterol  levels  and 
early  from  heart  dise 
These  rabbits  have  a 
netic  defect  that  renc 
their  livers  incapable  oi 
moving  cholesterol  f) 
the  blood.  Researchersi 
tached  a  healthy  gene  1 1 
protein  that  seeks  out  1:  r 
cells,  and  injected  the  c 
bination  into  the  anir 
Initial  results  are  "enco 
aging,"  says  Wilson,  \ 
expects  the  rabbits'  choi 
terol  levels  to  fall. 

Such  experiments  oi 
the  chance  that  gene  tl 
apy  might  finally  live 
to  its  enormous  potent 
Using  the  technique 
cure  diseases  routine 
scientists  warn,  may  be 
cades  away.  Still,  enoi 
has  been  done  to  pri 
that  it  offers  real  hope 
By  John  Carey  in  Wo 
ington 
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'  sustain  you,  fine  lapanese  and  Western  restaurants  and  24'-hour 


Dm  service.  To  refresh  you,  soothing  lounges  or  stimulating  health 


lbs.  To  renew  you,  a  pillow  of  down.  In  short. 


Simply  everything.  Simply 


nikko  hotels  international 

ATLANTA  •  CHICAGO  •  SAN  FRANCISCO  •  MEXICO  CITY  •  NEW  YORK 

1  •  800  •  NIKKO-US 


tel  Nikko  Atlanta  Buckhead  (Opening  Fall  1990)  •  Hotel  Nikko  Chicago  Riverfront  Park  •  Hotel  Nikko  San  Francisco  Union  Square  West 
;1  Nikko  Mexico  Chapultepec  Park  •  New  York  Essex  House  Central  Park  South  (Reopening  Spring  1991)  •  Other  Nikko  Cities:  Dusseldorf 
London  •  Paris  •  Hong  Kong  •  Taipei  •  Manila  •  Bei|ing  •  Shanghai  •  lakarta  •  Osaka  •  Narita 


FIRST  OF  ALL  WE  GO  WHERE  IT  IS. 


Calculating  your  risk  is  not  a  job  for  office-bound  clerks. 
Our  Allianz  experts  prefer  to  do  their  sums  on  site.  For  100 
years  comprehensive  technical  and  financial  resources  have 
made  Allianz  a  proven  partner  for  business. 

Chance  has  played  no  role  in  making  us  the  leader 
in  the  demanding  European  market.  Nov\/adays,  Allianz 
insures  major  industrial  and  technical  projects  all 
over  the  world. 


Allianz 


EUROPE'S  LEADING  INSURANCE  COMPANY 


they  might  modify  chemotherapy  treat- 
ments, prescribing  the  most  aggressive 
doses  for  patients  without  tumor-supres- 
sor  genes. 

Ultimately,  the  research  may  lead  sci- 
entists to  understand  afflictions  that  are 
caused  by  several  genes  or  a  combina- 
tion of  genes  and  environment — condi- 
tions such  as  manic  depression,  schizo- 
phrenia, many  cancers,  and  diabetes. 
Finding  these  genes  will  depend  on  pin- 
pointing more  genetic  markers  that  are 
closer  together — a  goal  of  the  Human 
Genome  Project — and  studying  more 
families  where  illnesses  are  inherited. 
"We  are  counting  on  the  technology  ad- 
vancing as  much  in  the  1990s  as  it  has  in 
the  1980s,  so  we  can  tackle  these  dis- 


eases," says  Eric  Lander,  associate 
member  of  the  Whitehead  Institute  for 
Biomedical  Research,  an  affiliate  of  the 
Massachusetts  Institute  of  Technology. 

This  ability  to  tinker  with  genes  will 
reach  deep  into  the  fabric  of  society, 
affecting  law,  ethics,  and  personal 
choice.  Five  years  ago,  Cetus  Corp.  sci- 
entists pioneered  a  method  for  making 
millions  of  copies  of  specific  dna  seg- 
ments— enough  to  do  sensitive  anal- 
yses— from  a  minuscule  sample  of  bio- 
logical material.  The  technolog}',  called 
polymerase  chain  reaction,  or  PGR.  along 
with  several  other  dna  matching  tech- 
niques, has  been  used  in  over  1,000  crim- 
inal investigations  since  1987  to  identify 
crime  suspects  when  the  key  evidence  is 


biological  material  such  as  blood  or  s 
men.  In  most  cases,  the  defendan 
pleaded  guilty  after  a  presumably  infal 
ble  DNA  test  declared  a  match. 

California  and  Virginia  even  have  1 
law  enforcement  authorities  set  up  m 
data  banks  on  convicted  felons  as  an  a 
in  catching  repeat  offenders.  Such 
dence  has  been  thrown  out  in  sever 
recent  court  cases  on  grounds  that  tl 
test  results  proved  unreliable.  But  e 
perts  expect  improvements  in  testing 
eliminate  that  problem. 

The  same  technology  is  making  pat< 
nity  trials  almost  obsolete.  Until  recei 
ly,"  about  35%  of  the  285,000  patemi 
disputes  that  erupt  each  year  turned 
a  court's  interpretation  of  often  impi 


ROOTING  OUT  A  CAUSE  OF  MENTAL  RETARDATION 
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When  Sandra  Santandrea  and 
her  husband,  Michael,  had 
their  first  son  19  years  ago, 
they  knew  right  away  that  something 
was  wrong.  Although  he  looked  nor- 
mal, the  baby  was  unresponsive,  spas- 
tic, and  almost  autistic — and  no  one 
knew  why.  The  doctor  suggested  that 
a  lack  of  oxygen  had  damaged  the  in- 
fant's brain.  When  a  second  son  was 
born  .seven  years  later  with  similar 
symptoms,  doctors  said  that  lightning 
must  have  struck  twice. 

Not  until  the  Santandrea  children 
numbered  five — two  moderately  re- 
Uirded  boys  and  three  daughters,  two 
01  them  learning-disabled — did  the 
family  discover  its  curse.  The  culprit 
was  a  genetic  flaw  called  fragileX 
sjTidrome,  which  is  caused  by  a  faulty 


X  chromosome  passed  on  by  Sandra. 

Using  a  test  that  identifies  a  chemi- 
cal marker  on  the  defective  X  chromo- 
some, scientists  are  now  tracking  the 
defect  through  the  population.  Once 
thought  to  be  rare,  fragile-X  is  turning 
out  to  be  the  most  common  genetic 
form  of  mental  retardation,  striking 
more  than  1  in  1,000  males.  More  than 
one  in  700  females  also  carry  the 
flawed  chromosome.  Because  women 
have  two  X  chromosomes,  the  effect  is 
usually  mild  or  even  undetectable.  Still, 
"the  disease  may  be  more  frequent 
than  anybody  knows,"  says  Stephen  T. 
Warren,  a  biochemist  and  pediatrician 
at  Emory  University  in  Atlanta. 

The  discovery  of  the  defect  was  both 
boon  and  bane  to  Santandrea.  "It  was 
a  relief  to  finally  find  out  what  it  was," 


she  saj's.  "But  why  did  it  have  to  b 
such  a  terrible,  devastating  disease? 
Even  after  five  children,  howevei 
knowing  the  facts  gave  her  the  com 
age  to  try  one  more  time.  After  all,  sh 
had  a  50%  chance  of  delivering  a  noi 
mal  child.  And  this  time,  a  prenata 
test  offered  her  the  option  of  termina 
ing  an  affected  fetus.  "I  was  hopin, 
for  a  miracle,"  Santandrea  says. 
DILEMMAS.  But  it  wasn't  to  be.  In  Apri 
1989,  tests  showed  that  the  fetus  hai 
bored  the  fateful  chromosom.e.  An 
Santandrea  faced  one  of  the  hear 
rending  dilemmas  of  the  Genetic  Ag( 
"I  wish  I  could  have  aborted,  but 
couldn't  do  it,"  she  says.  "These  chi 
dren  have  as  much  right  to  be  here  a 
we  do.  We  do  not  have  the  right  t 
play  God."  But  other  parents  are  deci( 
ing  differently.  "No  one  knows  ho' 
much  parents  can  endure,"  says  on 
mother  who  aborted  a  fragile-X  fetu 
in  April,  and  who  requests  anonjonit^ 
"It's  unfair  to  the  child.  We  live  in 
society  of  perfectionists — and  thes 
kids  are  far  from  perfect." 

Science  may  soon  make  this  agoni 
ing  decision  easier.  By  using  a  genet 
marker  that  helps  detect  the  presenc 
of  the  faulty  dna,  researchers  are  clo 
ing  in  on  the  actual  fragile-X  gen 
Once  it  is  identified,  it  may  be  possib 
to  look  at  the  severity  of  the  gene  d 
feet  and  determine  how  extensive  tl 
retardation  will  be.  Down  the  roa^ 
finding  the  fault>'  DNA  may  also  alio 
scientists  to  prevent  the  devastatin 
effects  on  the  brain.  In  the  meantim 
the  Saniandrea  family  clings  to  i 
hope  that  the  new  baby  is  one  of  tl 
rare  males  who  carries  the  defect  bi 
escapes  retardation. 

By  John  Carey  in  Washingk 
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Canon  Introduces  Laser  Class.™ 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  lax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  with  expanding  needs. 

Like  the  memor)'  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memor)'  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

The  L770  uses  a  laser  process  to  prmt 
incoming  images  on  plain  paper 

This  means  your 
faxes  will  look  better, 
will  last  longer  and 
won't  curl  or  fade  like 
thermal  paper  faxes.  And  you  won't  have  to 
copy  them  before  filing.  Laser  printing  means 
they're  consistently  faithful  to  the  original. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer  without  the  fuzzy  edges 
reading 


And  with  Canon's  UHQ  imaging  technology, 
the  images  you  scud  are  better,  too. 

tven  coinbinaiions  of  small  type 
and  halftones  are  virtually 
indistinguishable  from  their  original. 

Built-In  Reliability. 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  eveiything  that  can 
run  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
111  a  new  caririclge 

f  he  new  Lanc  vj  Laser  Class  FAX-L770.  Alter 
a  tew  minutes  you  ll  be  glad  )'0u  bought  it.  After 
a  tew  )ears  youll  be  ecstatic  For  information, 
call  1-800-OK  CANON. 


Theonlything 
not  built  intD  our 
laser  facsimile  is 
obsolescence. 
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6/MC. 

6PCByDesiga 


Standard  Features 


i486  Native  Design 

Micro  Channel  Architecture 

25MHz  Processing  Speed 

128KB  01  High-Speed  Cache  Memory 

SuperVGA  Display  Adapter 

Small  Computer  System  Interface 
(SCSI)  Multi-Peripheral  Controller 

Worldwide  Service  and  Support 

Available  Now 


When  our  engineers  sat  down  to  build  the  NCR  PC486/MC,  they  were 
determined  to  unleash  the  full  power  of  the  Micro  Channel™  architecture  and 
the  i486™  microprocessor. 

They  succeeded.  PC/ Computing  reports 
"the  PC486/MC  is  on  the  front  edge"  of  486 
desktops.*  With  its  dual  high-speed  cache 
design,  the  system  takes  full  advantage  of  the 
performance  potential  of  the  486  microprocessor. 
And  its  implementation  of  Micro  Channel 
architecture  makes  it  the  clear  leader  in  provid- 
ing flill  32-bit  performance. 

According  to  BYTE  Lab  benchmarks,  the  PC486/MC's  "mass  storage 
subsystem  (with  a  100MB  SCSI  hard  drive)  turned  in  the  fastest  performance 
weVe  ever  measured!'* 

The  PC486/MC  is  a  hot  box  that  comes  standard  with  advanced  features 
you  won't  find  on  competitive  machines.  In  fact,  you  won't  find  many  competi- 
tive machines.  Ours  is  the  only  native  design  486  Micro  Channel  PC  from 
a  major  vendor  now  available.  Which  is  why  we've  already  rolled  up  a  com- 
manding market  share. 

The  PC486/MC  is  the  first  of  a  family  of  advanced  PCs  that  will  lead  the 
market  in  speed,  power,  and  availability 

Our  PC  family  also  includes  high-performing  286"  and  386~-based 
PCs.  Backed  by  the  resources  of  a  $6  billion  computer  company  with  service 
and  support  in  nearly  every  country  in  the  world.  And  a  commitment  to 
quality  that  is  unequaled. 

Call  1 800  544-3333  for  a  free  six-page  comparison  brochure.  We'll 
also  put  you  in  touch  with  the  NCR  or  Businessland  representative,  or  other 
Authorized  NCR  Reseller  nearest  you. 


NCR 


Open,  Cooperative  Computing. 
The  Strategy  For  Managing  Change. 


NCR  is  the  name  and  mark  of  NCR  Corporation.  Miao  Channel  is  a  trademark  of  IBM  Corporation.  486, 386,  and  286  are  trademarks  of 
Intel  Corporation.  'Sources:  PC/ C«npMir(f,  March  1990.  BVTElf^fA;  11/13/89.  C' 1990  NCR  Corporation. 


cise  blood  tests.  But  genetic  analysis  can 
theoretically  match  father  and  child  with 
better  than  99%  accuracy,  "dna  over- 
whelms the  average  [jury  member]," 
says  Raoul  L.  Felder,  a  New  York  attor- 
ney. "Even  if  you  hire  Clarence  Darrow, 
it's  not  going  to  get  you  off." 

Ironically,  though,  greater  knowledge 
is  making  many  decisions  harder:  How 
can  genetic  information  be  protected? 
How  should  it  be  used?  Prenatal  diag- 
noses present  particularly  thorny  dilem- 
mas. Already,  tests  can  uncover  genes 
for  lethal  diseases  and  for  conditions 
such  as  a  treatable  eye  cancer  called 
retinoblastoma,  heart  disease,  and  em- 
physema. Which  disorders  justify  an 
abortion,  even  to  pro-choice  parents? 
Should  they  include  conditions  such  as 
manic  depression,  which  some  believe 
might  have  benefits,  such  as  boosting 
creativity?  "The  idea  that  people  can 
pick  and  choose — and  perhaps  decrease 
the  genetic  diversity  of  the  human 
race — is  troubling,"  says  the  University 
of  Michigan's  Collins. 

One  fear  is  that  prenatal  diagnoses 
could  push  parents  into  abortions  they 


don't  want.  "As  soon  as  these  tests  be- 
come available,  they  take  on  the  charac- 
ter of  an  obligation,"  warns  Harvard  bi- 
ologist Ruth  Hubbard.  "If  a  womap 
doesn't  use  them,  we  may  blame  her  for 
burdening  society  with  a  disabled  child." 
In  fact,  Margery  W.  Shaw,  professor 
emeritus  of  health  law  at  the  University 
of  Texas,  suggests  that  knowingly  giv- 
ing birth  to  a  child  with  a  painful  disease 
could  be  viewed  as  child  abuse.  "There 
are  no  easy  answers,"  she  says. 

■GENETICALLY  UNEMPLOYABLE.'  Bitter 

controversies  also  are  brewing  over  ge- 
netic testing  in  the  workplace.  At  the 
moment,  there  is  nothing  to  keep  em- 
ployers from  using  tests  to  screen  out 
prospective  hires  with  genes  for  heart 
disease,  for  instance — even  though 
there's  no  guarantee  that  these  people 
will  ever  fall  ill.  At  the  extreme,  Thomas 
H.  Murray,  director  of  the  Center  for 
Biomedical  Ethics  at  Case  Western  Re- 
serve University,  worries  about  creating 
"cadres  of  the  genetically  unemploy- 
able." The  congressional  Office  of  Tech- 
nology Assessment  is  currently  conduct- 
ing a  survey  of  companies  to  determine 


how  many  are  considering  genetic  tst 
Insurance  companies  are  in  an  i]: 
cially  sticky  position.  Currently 
don't  request  genetic  test  results, 
though  blood  tests  they  require 
produce  the  information.  And  in  a  r 
report,  the  American  Council  on  Li 
surance  and  Health  Insurance  in  A 
ca  acknowledges  that  doing  so  w 
produce  a  firestorm  of  criticism 
"prevented  significant  numbers  of 
cants  from  getting  insurance  at  af; 
able  rates."  Says  Robert  Waldron,  c  "j'^ 
tor  of  the  council's  New  York  ol 
"This  issue  is  too  hairy  to  handle.' 
adds  that  many  insurers  are  waitin 
decide  what  to  do. 

Historically,  however,  insurers 
used  new  technology  to  identify  pi 
isting  conditions  as  a  basis  to  deny 
erage.  That  is  what  happened  with 
testing.  Insurers  use  a  blood  test  tcj^s  "' 
tect  the  presence  of  the  virus  and 
down  applicants  who  have  it.  Ultima 
predicts  John  C.  Fletcher,  professo 
biomedical  ethics  at  the  University  pf 
Virginia,  widespread  population  scr 
ing  for  genetic  flaws  will  lead  inevit 
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THE  TECHONOIOGY  BEHIND  THE  BREAKTHROUGHS 
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with  stretches  of  meaningless  Df 
A  new  technique  called  "jumpin 
speeds  things  up.  Developed  by  Fr  t' 
cis  S.  Collins,  the  University  of  Mi( 
gan  geneticist  who  helped  discover  t  M 
gene  for  cystic  fibrosis,  it  lets 
searchers  take  much  bigger  leaps  wi 
out  analyzing  all  the  DNA  in  betwec 
To  jump,  scientists  cut  a  long  segme 
of  DNA  that  has  a  marker  at  one  ei 
Then  they  let  the  segment  curl  into 
circle,  so  that  the  marker  lies  end 
end  with  a  piece  of  DNA  that  was  onf  fi 
100,000  or  more  bases  away.  After 
termining  whether  this  end  is  closer 
the  gene  they're  after,  scientists  c 
then  use  it  as  a  marker  for  anoth 
'jump."  Although  jumping  is  difficu 
too,  Collins  says  the  technique  let  1 
team  find  the  cystic  fibrosis  gene 
four  years,  instead  of  the  18  he  es 
mates  it  would  have  taken  by  walkin 
GENE  COCKTAIL.  The  next  challenge 
to  determine  the  sequence  of 
gene's  four  bases.  Done  by  hand,  th 
involves  hours  hunched  over  te 
tubes.  "It's  just  plain  slog  work — t 
same  boring  step  over  and  over,"  sa 
Cynthia  Robbins-Roth,  a  former 
tech  researcher  who  now  edits  t 
newsletter  BioVenture  View. 

That's  where  automation  comes 
Machines  called  sequencers  now  use 
ser  beams  to  "read"  the  order  of  tllte 
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I  very  now  and  then,  a  window 
I  opens  in  science.  Discoveries 
I  emerge  in  rapid  succession,  and 
the  theoretical  suddenly  becomes  inev- 
itable. In  genetic  research,  the  time  is 
now,  and  that  is  more  than  coincidence: 
A  convergence  of  powerful  technol- 
ogies suddenly  is  driving  research. 
Soon,  "we'll  be  making  discoveries 
with  the  impact  of  the  cystic  fibro- 
sis gene  at  the  rate  of  20  to 
30  a  year,"  predicts  J.  ^ 
Craig  Venter,  who  is 
setting  up  an  automat- 
ed DNA  analysis  lab  at 
the  National  Insti- 
tutes of  Health. 

The    search  for 
genes  involves  two 
arduous  endeavors: 
mapping  and  sequenc- 
ing. In  mapping,  re 
searchers     use  what 
they've  learned  from  study- 
ing inheritance  in  families  to 
determine  which  of  the  23 
pairs  of  human  chromosomes 
mig'it  hold  the  gene  they're 
tryii:"-  to  find.  But  to  truly 
unde  stand  the  gene,  re- 
searchers must  pinpoint  its  lo- 
caiion  among  the  4,000  others 
or;  u  cliromosome  and  unravel 
the  exact  sequence  of  its  four 


THE  NYC  MEDICAL 
EXAMINER'S 

OFFICE  IS 
EVALUATING 
CETUS'  DNA  TEST 
FOR  FORENSIC  USE 


constituent  base  molecules — called  A, 
C,  T,  and  G — that  control  everything 
from  eye  color  to  who  gets  cancer. 

Finding  a  gene  is  no  simple  game  of 
darts.  It  often  lies  somewhere  between 
two  known  so-called  markers  that  are 
separated  by  millions  of  bases.  One 
searching  process,  which  is  called  chro- 
mosome "walking,"  involves  moving 
down  a  chromosome  one  micro- 
scopic step  at  a  time.  Re- 
searchers snip  apart  sam- 
V  pies  of  the  DNA  that 
make  up  the  chromo- 
some using  chemicals 
called  enzymes  as 
scissors.  They  then 
use  gene  probes, 
synthetic  pieces  of 
DNA  that  stick  like 
magnets  to  their  real- 
life  mirror-image,  to 
group  related  pieces  of 
DNA  together,  end  to  end. 
The  points  where  these 
pieces  overlap  are  used  as  ref- 
erences for  a  gene's  location. 
Then,  scientists  "walk"  along 
the  DNA,  charting  landmarks 
and  examining  base  molecules 
as  they  go,  until  they  make  a 
discovery.  It's  painfully  slow 
because  the  steps  are  so 
small,  and  the  path  is  strewn 
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tional  health  insurance.  He  notes 
nsurance  premiums  are  based  on 
3o  if  genetic  tests  can  pinpoint  a 
I's  eventual  fate,  policies  for  those 
'bad"  genes  could  be  prohibitively 
sive.  Fletcher  thinks  that  would 
Washington  to  step  in  and  protect 
:enetically  uninsurable.  And  this 
could  be  very  large,  since  proba- 
eryone  has  some  5-to-lO  genes  that 
cause  an  illness  of  some  sort. 
flOUS  CONFUSION.  The  earliest  ef- 
at  screening  for  disease  show  the 
,ts  and  pitfalls  ahead.  Testing  for 
achs  disease,  a  malady  that  once 
:  1  in  3,600  Ashkenazi  Jews,  has 
itically  reduced  the  incidence  of 
ital  disease.  But  an  effort  in  the 
1970s  to  test  U.  S.  blacks  for  sick- 
anemia  led  to  enormous  confusion, 
of  those  identified  as  carrying  one 
)f  the  gene — it  takes  two  copies  to 
the  illness — were  mistakenly  iden- 
as  having  the  debilitating  malady 
lenied  health  insurance.  "Genetic 
ling  is  a  great  adjunct  of  medi- 
says  Michael  Kaback  of  the  Uni- 
\f  of  California  at  San  Diego.  "But 
5ickle-cell  anemia,  it  did  far  more 
than  good." 


THE  IDEA  THAT  PEOPLE 
MIGHT  PICK  AND  CHOOSE— 
AND  DECREASE  GENETIC 
DIVERSITY— IS  TROUBLING 

Francis  S.  Collins 
Associate  Professor 
University  of  Michigan 

The  issues  get  tougher  when  it 
comes  to  conditions,  such  as  men- 
tal illness,  where  the  genetic  links 
are  weaker.  In  the  past  two  years, 
scientists  have  linked  schizophrenia 
and  manic  depression  to  specific  stretch- 
es of  chromosomes — only  to  discover  the 
findings  didn't  hold  up.  The  claim  in 
April  that  scientists  had  collared  a  gene 
that  predisposes  people  to  alcoholism 
may  suffer  a  similar  fate;  so  far  at- 
tempts to  replicate  the  work  have  failed. 
And  the  influence  of  environment — pol- 
lution, diet,  or  family  circumstances — 
clouds  the  role  of  genetics  (page  70). 

In  short,  the  challenges  of  the  Genetic 
Age  are  formidable.  There  is  much  to  be 
lost  by  unwise  use  of  the  knowledge  it 
will  unveil.  But  the  secrets  of  dna  are 


far  too  tantalizing  to  ignore.  So  it's  hard 
to  imagine  halting  the  headlong  race  to- 
ward genetic  testing  and  treatment. 
"The  desire  to  know,"  says  Fletcher, 
"will  transcend  the  fear  of  knowing." 

By  John  Carey  in  Washington,  u'ith  Joan 
O'C.  Hamilton  in  Sa?i  Francisco,  Laura 
Jereski  in  Boston,  and  Emily  T.  Smith  in 
New  York 


molecules  in  purified  samples  of 
Where  it  once  could  take  a  year 

jquence  some  genes,  now  it  takes 

:s.  From  that  genetic  recipe,  a  ma- 

)  called  a  synthesizer  can  recreate 

s,  in  whole  or  in  part.  It  is  these 

IS  that  are  used  to  make  gene 

es,  among  other  things.  And  syn- 

zers  save  more  than  time:  They 

make  genetic  copies  for  roughly 

f  the  cost  of  doing  it  by  hand. 

r  years,  sequencing  was  hobbled 

le  difficulty  in  getting  enough  ge- 
material  to  peruse:  Produced  by 

jria,  it  took  weeks  just  to  purify. 

I  in  1985,  scien- 

from  Cetus  Corp. 

Emeryville,  Cahf., 

>ed  a  method  for 

ng  out  one  piece 

SIA  from  a  sample 

lousands  and  then 

ing  millions  of 

;s — within  a  few 

s.  With  this  tech- 

e,  called  polymer- 
chain  reaction 

I,  it  is  possible  to 

a  single  gene  in  a 

drop  of  blood  or 

id  of  hair.  And 

can  churn  out  ge- 

:  material  much 

ir  than  research- 

:an  sequence  it. 

;sides  the  revolu- 

it  has  created  in 

3-hunting,  PGR 


now  aids  such  pursuits  as  paternity 
testing  and  the  diagnosis  of  rare  viral 
diseases.  Now,  Cetus  has  teamed  up 
with  Perkin-Elmer  Corp.  to  automate 
the  process  with  machines  costing 
$8,000.  All  these  advances  will  lead  to 
"a  second  explosion"  in  genetic  re- 
search, says  Michael  W.  Hunkapiller, 
vice-president  for  research  at  Applied 
Biosystems  Inc.  in  Foster  City,  Calif. 

Despite  such  progress,  the  complete 
set  of  human  genes — the  genome — is 
too  vast  to  sequence  with  current  tech- 
nology. As  he  runs  in  the  hills  each 
morning  near  his  Berkeley  lab.  Univer- 


sity of  California  scientist  Charles  R. 
Cantor  ponders  how  his  staff  can  meet 
his  goal  of  sequencing  10%  of  human 
genes.  With  current  technology,  that 
would  take  100  researchers  15  years. 
"And  that  wouldn't  leave  anybody  with 
time  to  write  the  papers,"  Cantor  kids. 

So  there  are  new  technologies  in  the 
works.  Applied  Biosystems  is  testing  a 
robot  in  Venter's  lab  at  NIH  that  can 
prepare  DNA  for  sequencing  much  fast- 
er than  humans  can.  Researcher  Leroy 
Hood  at  the  California  Institute  of 
Technology  is  working  on  embedding 
gene-searching  instructions  on  comput- 
er chips,  to  speed  up 
the  analysis  of  huge 
amounts  of  genetic 
data.  And  Genmap 
Inc.,  of  New  Haven, 
Conn.,  has  raised  $1.4 
million  to  commercial- 
ize its  proprietary 
gene-mapping  technol- 
ogy. "The  level  of  so- 
phistication in  these 
technologies  has  ex- 
ploded," says  Peter 
Drake,  an  analyst 
with  Vector  Securities 
in  Deerfield,  111.  So 
will  the  number  of 
discoveries  they'll 
help  to  make. 
By  Joan  0  'C.  Hamilton 
in  San  Francisco,  with 
Naomi  Freundlich  in 
New  York 


HUNKAPILLER:  EXPEOING  'A  SECOND  EXPLOSION'  IN  GENETICS  RESEARCH 


TORY 


BUSINESS  WEEK/MAY  28,  1990  83 


"TAKE  A  LOOK  INSIDE  OU 

THATS  WHERE  THE  BIG  CKi 


You  toid  us  you'd  consider  buying  a  GM 
car  or  truck  if  we  changed  more  than 
|ust  the  looks.  And  that's  exactly  what 
we've  done. 

We've  listened  to  what  you  said  about 
quality  We've  heard  your  demands  for 
relioble,  durable  cars  and  trucks.  And 
we've  responded  with  new  vehicles,  with 
new  technology  with  new  production 
methods  m  new  and  refurbished  plants. 

THE  HEART  OF  GM  QUALITY 

We've  introduced  77  all-new  models 
since  1985.  Almost  all  the  cars  and  half 
the  trucks  we  make.  All  re-designed  and 
engineered  to  dramatically  improve  quality. 

The  looks  are  new.  But  that's  not  all. 
The  big  improvements  are  in  the  engines, 
transmissions,  and  electrical  systems  — the 
heart  of  any  car  or  truck.  And  we're 
continuing  to  improve. 

MEASURABLY  BEHER 

GM  builds  cars  you  can  count  on  for 
the  long  term.  No  U.S.  cormaker  has  done 
that  |ob  better  in  the  last  five  years.  In  fact 
one  measure  of  dependability,  the  J.  D. 
Power  dependability  study  of  1985  models, 
ranks  GM  highest  in  vehicle  dependability 
among  all  American  manufacturers.' 
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Since  we  built  those  cars,  independent 
measures  have  confirmed  that  our  quality 
has  improved  substantially.  The  differences 
today  between  GM  and  the  best  imports 
are  very  small  indeed. 

According  to  one  quality  study  by 
Harbour  &  Associates,  we're  better  than 
the  average  European  make,  and  the  dif- 
ference between  GM  and  the  average 
Japanese  import  is  less  than  one-half  of 
one  discrepancy  per  car.  Our  own  tracking 
confirms  GM's  significant  improvement. 


GREATER  DURABILITY 


According  to  R.  L.  Polk  Registrations,  a 
higher  percentage  of  10-year-old  GM  cars 
are  still  on  the  road  than  '79s  from  Ford, 
Chrysler,  Mazda,  Nissan,  Toyota,  or  Honda. 

RELIABLE  ENGINES 

GM's  engines  are  more  dependable 
than  those  of  all  other  domestic  carmakers. 
The  2.3-liter  Quad  4  is  as  problem-free  as 
2-liter  engines  from  Toyota  or  Honda. 

Our  3800  V-6  is  at  the  top  in  engine 
quality  among  engines  from  all  makers, 
foreign  or  domestic.  That's  the  finding  of 
the  most  comorphensive  customer-based 


survey  in  the  auto  industry.  And  Cadillac 
owners  report  fewer  engine  problems  the 
first  year  than  Toyota  or  Mercedes-Benz 
owners  — a  tribute  to  the  4.5-liter  V-8  in 
Cadillacs. 

BETTER-BUILT  AIR  CONDITIONING 


conditioning  systems  than  cars  tromi 
Honda,  Nissan,  or  Mazda. 

PROBLEM-FREE  TRANSMISSK 

Any  cc  or  truck  is  only  as  reliabj 
transmission  And  our  automatic  tra 
sions  are  more  problem-free  than  th| 
any  domestic  com-  y,- -.s^naj 
petitor  — and  '^'^ 
most  imports. 

This  year 
GM  IS  introduci 
electronically  controlled 
transmission  that  is 
linked  with  the  engine's 
control  system.  An 
electronically  integrated 
powertram  raises  fuel 
efficiency 
lowers  emis- 
sions, and  im 
proves  respons 

TECHNOLOGY  THAT  LAStI 

GM  IS  the  only  domestic  manufc^' 
to  design  and  build  multivalve  engin 
And  we  build  them  to  last.  Our  16-v 
Quad  4  has  already  run  the  equival 
of  100,000  miles  at  100  mph  withou 
ping  under  test  conditions. 

On  the  endurance  track,  a  fuii-si 
Chevrolet  sport  truck  equipped  with 
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The  reliability  of  mapr  mechanica 
systems  is  important  to  our  customers 
GM's  new  cars  have  better-built  air 


All  of  GM  going  all  out  for  you 


W  CARS  AND  TRUCKS. 
7ES  IN  GM  QUALITY  ARE.' 


.  V-8  captured  the  Hulman 
■  sustaining  100  mph  for  24 
ndionopolis^ 

[ROUBLE-FREE  U.S.  CAR  LINE 

,  1989  LeSabre  is  the  most  trouble- 
icon  car,  according  to  the  latest 
;r  Initial  Quality  Survey.  The 
iy  also  found  Buick  Riviera  and 
rk  Avenue  to  be  among  the  most 
;e  American  luxury  cars. 2 
are  good  reasons  why  the  J.  D. 
lal  Quality  Survey  shows  Buick 
highest-ranking  domestic  name- 
)89 


iRROSION  PROTECTION 

er  the  highest  level  of  exterior- 
corrosion  protection  in  the  world, 
're  the  only  high-volume  carmaker 
'  using  two-sided  galvanized  mate- 
rials to  protect  against  rust. 


That's  how  we  can  stretch  our  limited 
warranty's  corrosion  coverage  to  six  years 
or  100,000  miles  minimum, 3 

99.9%  CERTAIN  STARTS 

Virtually  every  engine  in  every  GM  car 
or  light  truck  features  electronic  fuel 
in|ection.  Electronic  sensors  measure 
temperature  and 


engine  conditions. 
Re-designed  in|ectors  and  engine  control 
computers  meter  the  right  amount  of  fuel 
for  sure  starts. 

These  GM  cars  start  the  first  time,  hot 
or  cold,  in  any  weather,  regardless  of 
where  you  live  in  the  United  States. 

HIGHLY  SATISFIED  CUSTOMERS 

GM's  Cadillac  division  has  been  the 
highest-ranked  domestic  nameplate  in  cus- 
tomer satisfaction  for  the  past  three  years.'' 

The  customers  of  every  other  GM 
division  are  highly  satisfied  as  well.  After 
SIX  months  of  ownership,  at  least  95%  of 
all  Chevrolet,  Pontiac,  Oldsmobile,  Buick, 
Cadillac,  or  GMC  Truck  owners  would 
recommend  a  vehicle  from  that  GM  division 
to  a  friend. 

ENDURING  VALUE 

Over  the  last  10  years,  cars  built  by 
General  Motors  have  kept  more  of  their 
original  value,  on  the  average,  than  cars 
made  by  any  other  U.S.  manufacturer 
Chevy  and  GMC  trucks  retain  more  of 
their  original  value  than  trucks  sold  in  the 
U.S.  by  any  other  manufacturer 
in  the  world  — foreign 
or  domestic. 5 


WE  COVER  EVERY  PART 

We  back  our  vehicles  the  way  we  build 
them.  Qur  Bumper-to-Bumper  Plus  limited 
warranty  covers  every  part  of  every  GM 
car  or  light  truck.  For  three  years  or 
50,000  miles.6 


BUMPER  TO  BUMPER  PLUS 

3  YEAR/50,000  MILE  LIMrTED  WARRAKTTY 

WE  CARE  ABOUT  YOU 

We  care  what  you  think  about  GM 
quality.  People  throughout  General  Motors  — 
the  GM  Quality  Network  — have  taken  a 
long,  hard  look  at  the  cars  and  trucks  we 
build.  And  the  way  we  build  them. 

Today  there  is  a  new  pride  at  GM.  A 
new  commitment  to  quality  A  clear  focus 
on  our  customers  and  on  their  needs.  A 
dedication  to  continually  improving  our 
vehicles.  Year  after  year  Until  every  model 
IS  as  good  as  the  best  in  the  world. 

We've  accomplished  much  already  We 
invite  you  to  take  a  good,  close  look  at  the 
results;  our  new  GM  cars  and  trucks,  and 
the  new  level  of  General  Motors  quality 

1:  J.  D.  Power  and  Associates  Vehicle  Dependability 
Index  Study^".  In  o  ranking  of  the  three  domestic 
manufacturers,  based  on  things  gone  wrong  to 
4-to-5-year-old  1985  model  vehicles  in  the  post  12 
months. 

2:  J.  D.  Power  and  Associates  1989  Initiol  Ouolity 
Survey^^.  Based  on  owner  reported  problems  in  the 
first  90  days  of  ownership 

3:  See  your  GM  dealer  for  details  of  this  limited 
warranty  covering  corrosion.  A  deductible  applies. 
4:  J.  D.  Power  and  Associates  1987-1989  Car 
Customer  Satisfaction  with  Product  Quality  and  Dealer 
Service^^  studies.  After  one  year  of  ownership. 
5:  GM  corporate  study  of  3-to-5-year-old  used 
vehicles  resold  between  1979  and  1990. 
6:  Cadillac's  Gold  Key  Bumper-to-Bumper  limited 
warranty  offers  coverage  for  4  yeors/50,000  miles, 
and  Cadillac's  Allante  is  backed  for  7  years/  100,000 
miles.  See  your  GM  dealer  for  details  of  the  limited 
warranty  A  deductible  applies. 

PUTTING  QUALITY 
ON  THE  ROAD 


MARK  OF  EXCELLENCE 

Chevrolet  Pontiac  Oldsmobile 
Buick  Cadillac  GMC  Truck 
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HO  BAND-AIDS 
FOR  RALPH  LARSEH 


As  markets  tighten,  Johnson  &  Johnson's  new  CEO  cuts  and  combines 


itJi 

competing  with  two  o1 
segment  heads  to  succ  '^P 
Burke.  After  Larsen  got 
nod,  his  rivals,  Robert 
Campbell  and  Robert 
Wilson,  stayed  on  as  -v^akf 
chaii'men. 

Larsen    and  his 
Bobs,"  as  he  calls  them,  ^  >^ 
lots  of  hard  decisions, 
ran  smack  into  the  new 
alities  of  the  marketpBi« 
last  year  when  its  sa 
growth  rate  slipped  to  8 
That  was  a  four-year  ] 
and  quite  a  comedown  fi 
the  12.3%  clip  of  1988 
the  14.4%  upswing  of  li 
Thanks  to  cost-cutting,  e; 
ings  rose  11%,  to  a  rec 
$1.08  billion,  on  revenue^i  di 
$9.8  billion. 

PILL  PLIGHT.  J&J'S  tOUgl- 

challenge  is  Larsen's 
segment,  the  $3.9  billio  FEW 
year  consumer  goods  op(p[«s- 
tion.  The  biggest  of  Ji 
three  business  units  in  sa 
it  has  become  the  smallest  contributo: 
profits  (chart).  Softness  in  U.  S.  hea 
and-beauty  aids  trimmed  dome 
growth  to  an  uninspiring  2.6%-  last  yi  up 
A  soaring  foreign  market  bailed  out 
consumer  unit,  lifting  sales  6%  last  y< 

Tylenol   illustrates  the  unit's 
headaches.  While  still  the  top  pain-rel 
er,  with  a  third  of  the  market,  $' 
million-a-year  Tylenol  has  lost  a 
share  points  to  ibuprofen.  Fearful 
cannibalizing  Tylenol,  J&J  moved  ilfi^ts 


For  Johnson  &  John- 
son, the  toy  business 
seemed  like  a  natural. 
So  the  maker  of  baby  oil, 
baby  shampoo,  and  baby 
powder  launched  a  line  of 
mail-order  educational  toys 
in  1979.  But  after  10  years, 
the  playthings  never  racked 
up  more  than  $25  million  in 
annual  sales  and  barely 
broke  even  most  years.  But 
with  praises  flowing  in  from 
happy  moms  and  with  every- 
one up  to  Chairman  James 
E.  Burke  smitten  with  the 
line,  the  company  hung  in. 

That  was  then.  This  is 
now.  A  year  ago,  Ralph  S. 
Larsen  took  command  as 
chairman  and  chief  execu- 
tive officer  of  J&J.  An  early 
order  of  business  was  to  sell 
the  toys  unit.  "If  a  business 
doesn't  have  a  reasonable 
prospect  of  achieving  leader- 
ship, we  have  a  responsibil- 
ity to  exit  it,"  Larsen  says. 

Larsen's  dry-eyed,  clinical  style  sets 
him  apart  from  Burke,  his  expansive  and 
freewheeling  predecessor.  But  his  may 
be  the  right  approach  for  the  J&J  of  to- 
day. While  Burke  could  nearly  quadru- 
ple sales  over  12  years,  growth  at  Lar- 
sen's J&J  is  bound  to  come  more  slowly. 
Its  consumer  brands,  in  particular,  are 
fighting  to  maintain  their  share  of  slug- 
gish, fiercely  competitive  markets. 
Where  Burke  could  afford  to  gamble  on 
new  products  and  wait  years  for  pay- 
offs, Larsen  needs  quicker  returns. 
While  Burke  could  maintain  j&j's  tradi- 
tional paternalism,  retraining  workers  to 
avoid  layoffs,  Larsen  is  willing  to  cut 
costs — and  jobs. 

•GUTSY.'  To  set  the  tone  for  the  new  J&.J, 
Larsen  picked  one  of  its  most  visible 
units:  baby  products,  which  was  strug- 
gling ro  boost  growth  of  its  mature 
brands.  Last  fall,  Larsen  combined  it 
with  J&;  s  health  and  dental  units  to 
form  a  broader,  $650  million-a-year  con- 
sumer products  division.  Some  300  staff- 
ers lost  their  jobs.  "To  be  a  success  in 
today's  competitive   en  'ironment,  you 


have  to  be  tough-minded,"  Larsen  says. 

Larsen,  51,  surely  is  that.  He  earned 
his  spurs  at  J&J  in  the  mid-1980s  by 
pushing  for  a  sale  of  the  troubled  Tech- 
nicare  medical  machinery  unit — ^just  six 
months  after  he  was  named  to  head  it. 
The  move  blunted  a  diversification,  cost 
J&J  $170  million  in  earnings  in  1986,  and 
put  Larsen's  career  on  the  line.  "He  was 
prepared  to  make  the  recommendation 
even  though  it  wasn't  clear  where  he 
would  wind  up  if  they  did  that,"  says 
David  E.  Collins,  former  vice-chairman 
of  J&J.  "That  was  an  extraordinarily 
gutsy  decision." 

The  Brooklyn-born  Larsen  began  at 
J&J  as  a  manufacturing  trainee  in  1962. 
By  1980,  he  was  marketing  vice-presi- 
dent at  J&J's  McNeil  Consumer  Products 
Co.  unit.  When  he  was  passed  over  for 
the  presidency  of  McNeil,  he  jumped  to 
health-products  rival  Becton  Dickinson 
&  Co.  as  a  divisional  president. 

J&J  lured  Larsen  back  to  run  its  fabrics 
and  disposable-diaper  subsidiary,  Chico- 
pee,  in  1983.  By  1986,  he  was  calling  the 
shots  in  J&j's  consumer  segment  and 
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that  market  late,  bringing  out  Medip 
a  year  after  American  Home  Prodi 
Corp.  launched  Advil  in  1985. 

Since  1988,  J&J  has  speeded  up 
extensions  of  Tylenol,  such  as  a  vers 
for  allergy  and  sinus  sufferers.  Sales 
the  new  formulations  have  been  gr 
ing  at  about  10%'  to  15%  a  year,  s 
Kenneth  S.  Abramowitz,  an  analyst 
Sanford  C.  Bernstein  &  Co.,  compa 
with  just  5%  to  8%  for  regular  Tyler 

J&J  has  also  been  facing  intense  ci 
petition  in  another  of  its  longti 
strongholds,  the  $1.1  billion  sanitary-j 
tection  market.  In  1985,  J&J  had  a  < 
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in  sanitary  napkins.  But  Procter  & 
le  Co.  and  Kimberly-Clark  Corp. 
d  extending  their  Always  and  Ko- 
les,  cutting  prices,  and  promoting 
)usly.  By  now,  J&J's  share  has 
1  about  nine  points,  and  analysts 
le  unit  barely  makes  money, 
stumbled  badly  with  its  OB  tampon, 
a  popular  seller  in  Europe,  but  its 
atorless  design  didn't  catch  on  in 
.  S.  J&J  last  year  dropped  plans  to 
'laytex  Inc.'s  tampon  business,  and 
analysts  think  Larsen  will  sell  off 
;minine  protection  unit.  Larsen  in- 
that  J&J  will  stay  in  the  business, 
e's  betting  that  a  new  odor-control- 
tayfree  pad  will  give  J&J  a  boost, 
sen  is  moving  to  regain  ground  in 
second-biggest  segment,  profes- 
products.  Ethicon  Inc.,  the  giant 
5-maker  that  accounts  for  about  a 
af  the  segment's  sales,  faces  tough 
;tition  from  U.  S.  Surgical  Corp.'s 
:al  stapling.  J&J  moved  into  sta- 
belatedly,  wnich  Vice-Chairman 
bell  admits  was  a  big  mistake.  And 
former  Surgikos  unit,  which  sells 
;able  surgical  gloves  and  gowns, 
nargin  pressures  now  that  many 
ers  have  added  capacity  to  meet 
emand  prompted  by  AIDS.  To  cut 

Larsen  merged  the 
'atient  Care  surgical 
ngs  company  into  Sur- 
And  the  professional- 
cts  division  has  been 
1  by  brisk  growth  in 
products  as  its  Acuvue 
lable  contact  lens, 
i  FEDS.  Some  of  J&J's 
lopes — and  most  nettle- 
problems — are  in  its 
segment.  With  33% 
margins,  the  $2.7  bil- 
year  segment  contrib- 
nore  than  half  of  J&J's 
ting  income.  But  it  has 
ed  in  getting  drugs  on 
narket.  Ortho-Cyclen, 
m  birth-control  pill  J&J 
$50  million  to  develop, 
hold  since  March  by  a 
t  fight  with  American 
I  Products. 

spects  for  Retin-A  are 
mcertain.  J&J 
asked 


Many  of  J&J's  toughest 
problems  are  in  drugs 
-a  segment  that  contributes 
more  than  half  its  profits 


the  Food  &  Drug  Administration  to  ap- 
prove the  acne  medicine  as  a  wrinkle- 
fighter.  But  J&J  annoyed  the  agency  by 
publicizing  the  drug's  benefits  before 
getting  marketing  approval.  And  J&J  is 
fighting  a  lawsuit  by  the  University  of 
Pennsylvania,  which  wants  royalties  be- 
cause the  product  was  developed  by  a 
Penn  professor,  Albert  M.  Kligman. 

J&j's  new  anti-anemia  drug,  erythro- 
poietin, is  also  having  trouble  getting  to 
market.  J&J  can't  sell  the  hormone  in  the 
U.  S.  yet  because  of  a  series  of  contract 
disputes  with  partner  Amgen  Inc.  In  a 
ruling  J&J  hailed  as  a  victory,  an  arbitra- 
tor recently  ordered  the  partners  to  set- 
tle their  differences.  But  time  lost 
means  J&J  will  probably  have  to  share 
the  market  with  Amgen,  which  already 
sells  erythropoietin  for  dialysis  patients, 
and  a  rival  venture  of  Chugai  Interna- 


CONSUMER  BRANDS 
DOMINATE  SALES... 


...BUT  DRUGS 
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tional  and  Upjohn,  j&j's  U.  S.  sales  of 
the  drug  will  likely  fall  short  of  $500 
million-a-year  blockbuster  status.  "The 
early  projections  of  a  billion-dollar-a-year 
drug  were  grossly  overdrawn-,"  says  Dr. 
John  W.  Adamson,  president  of  the  New 
York  Blood  Center. 

j&J's  record  in  new  drugs  is  mixed. 
The  company  spent  $418  million  on 
worldwide  drug  R&D  in  1989.  Its  Janssen 
Pharmaceutica  Inc.  research  house  in 
Belgium  remains  a  solid  drug  developer 
after  three  decades.  But  the  company's 
domestic  drug  developer,  McNeil  Phar- 
maceutical, has  never  recovered  from 
problems  with  Zomax  in  the  early  1980s. 
The  pain-reliever  was  pulled  off  the  mar- 
ket after  a  few  users  died  from  severe 
allergic  reactions.  J&J  is  fighting  a  law- 
suit by  two  former  executives  who  claim 
it  hushed  them  up  after  they  warned  of 
problems.  J&J  says  the  suit  is  baseless 
but  on  May  14  lost  a  bid  for  dismissal. 
Meanwhile,  McNeil  has  been  reduced 
largely  to  a  sales  force  that  spends  part 
of  its  time  hired  out  to  sell  drugs  for 
Bristol-Myers-Squibb  Co. 
LONG  WAIT.  To  get  drug  research  going 
again,  J&J  two  years  ago  created  a  new 
U.  S.  research  arm,  the  R.  W.  Johnson 
Pharmaceutical  Research  Institute.  But 
a  payoff  isn't  imminent.  A 
typical  pharmaceutical  drug 
takes  10  years  and  more 
than  $200  million  to  develop. 
Larsen  admits  that  he  would 
love  to  have  a  blockbuster 
drug  to  sell.  He  argues, 
though,  that  J&J  will  thrive 
with  its  broad  line 
of  smaller  drugs,  such  as 
the  promising  colon-cancer 
fighter  Ergamisol  and  a  $50 
million-a-year  nonsedating 
antihistamine,  Hismanal. 

That  emphasis  on  small 
drugs  may  not  seem  bold. 
Nor  does  the  soft-spoken 
Larsen 's  focus  on  cost-cut- 
ting, line  extensions,  and 
joint  ventures  seem  glamor- 
ous. But  his  strategy  could 
be  the  medicine  J&J  needs  in 
a  more  difficult  world. 
By  Joseph  Weber  in  New  Bruns- 
wick, N.  J.,  with  John  Carey  in 
Washington 


Intergraph  Lets  You  See  The 
Forest  And  The  Trees 


A  good  strategy  is  to  have  one. 
Especially  when  it  comes  to  manag- 
ing your  technical  environment.  But 
too  many  companies  see  the  trees  and 
lose  sight  of  the  forest.  They  miss  the 
big  picture,  so 
they  miss  big 
opportunities. 

That's  why 
it's  important  to 
think  globally 
and  act  locally. 
To  know  which 
way  the  winds 
of  technological  change  are  blowin^^ 
To  think  ahead  so  you  can  stay  ahead. 

How  do  we  know?  Because  for 
20  years  we've  managed  our  own 
technological  forest.  We've  intro- 
duced the  most  advanced  interactive 
graphics  workstations  and  software 


products  in  the  world.  And  pieced 
them  into  a  total  picture,  from  the 
ground  up.  For  computer-aided 
design  and  manufacturing,  mapping, 
architectural  engineering,  land-use 

planning,  elec- 
tronic publish- 
ing, and 
mechanical 
engineering. 
Products  for 
industry,  gov- 
ernment and 
municipalities. 
.Products  for  hundreds  of  the  largest 
corporations  and  government  agen- 
cies in  the  world. 

We're  Intergraph.  And  we'll  help 
you  see  the  big  picture.  Call  us  today 
toll  free  at  1-800-826-3515.  You'll 
see  the  difference. 
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ALL  THAT  PLASTIC  IS  STILL 
FANTASTIC  FOR  CITIBANK 
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But  formidable  competition  looms  from  AT&T  and  Prudential  credit  cards 


It's  just  another  frenzied  Monday. 
The  din  of  conversation  rises  from 
the  tiny  cubicles  that  crowd  the  sec- 
ond floor  of  Citibank's  credit-card  center 
in  Hagerstown,  Md.  Here,  a  hundred  or 
so  customer-service  representatives  field 
a  barrage  of  telephone  queries.  Some 
38,000  calls  are  expected  from  card- 
holders through  the  day.  Questions 
about  billings  and  lost  cards  are  com- 
mon. The  most  frequent  callers:  college 
students  who  phone  five  or  six  times  a 
month  to  find  out  their  balances. 

Rising  from  the  rolling  farm  country 
of  western  Maryland,  the  Hagerstown 
site  is  the  latest  of  Citi- 
bank's credit-card  cen- 
ters. Along  with  facili- 
ties in  Sioux  Falls, 
S.  D.,  and  Las  Vegas, 
the  network  each  month 
handles  4  million  phone 
calls,  mails  21  million 
statements,  and  pro- 
cesses 855,000  applica- 
tions. The  output  is 
speeded  along  with 
high-tech  wizardry  that 
includes  an  "automated 
voice  response"  that 
handles  45/f  of  the  calls 
and  a  computerized 
command  center  in 
Hunt  Valley,  Md.,  that 
brings  to  mind  .\'.\S.-\ 
Launch  Control. 
FULL  HAND.  With  almost 
36  million  cards  in  circu- 
lation globally.  Citibank 
ties  with  American  Ex- 
press Co.  as  the  biggest 
issuer  of  multipurpose 
cards  in  the  world.  But 
while  the  majority  of 
AmEx  cards  are  charge 
cards  that  don't  offer 
revolving  credit.  Citi- 
bank is  the  biggest 
credit-cai-'i  issuer.  It 
boasts  fiw  kinds  of 
Visa  and  iMasterCarii 
products.  And  its  stii- 
ble  of  plastic  also  in- 


cludes Diners  Club  and  Carte  Blanche. 

While  Citibank  struggles  with  bad 
real  estate  and  Third  World  loans,  the 
card  business  is  a  gem.  Although  the 
bank  doesn't  break  out  results,  Merrill 
Lynch  &  Co.  analyst  Judah  S.  Krau- 
shaar,  for  one,  figures  that  Citi's  card 
business  generated  about  $600  million  in 
aftertax  profits  last  year.  That's  not 
bad,  considering  that  earnings  at  the 
bank's  parent,  Citicorp,  tumbled  73%,  to 
$498  million,  after  it  boosted  bad  debt 
reserves.  The  card  group's  profits  could 
well  rival  AmEx'  card  earnings.  Michael 
Lewis  of  Dean  Witter  Reynolds  Inc.  be- 
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CITI  BUSTLE:  A  COMMAND  CENTER  RIDES  HERD  ON  36  MILLION  CARDS 


lieves  that  after  taxes  AmEx  eai 
$500  million  to  $550  million  from 
cards  in  1989. 

With  $23  billion  in  receivables, 
bank's  bank-card  business  has  tri]P'j" 
since  1985.  But  Citibank  faces  a  da 
ing  challenge  from  a  set  of  fresh 
tenders.  Last  March,  American  1 
phone  &  Telegraph  Co.  launched 
Universal  Card.  In  June,  Prudential 
surance  Co.  will  start  marketing  its 
Visa  and  MasterCard  products  natj^^'^s 
wide.  And  .JCB  Co.,  the  Japanese 
company,  will  begin  shopping  for  s 
customers  this  fall  (page  92). 

Why  such  compB^j^i 
tion?  Probably  beca  i*fss 
few  businesses  are  i  Cit 
profitable  as  cr 
cards  these  days.  1 
other  big  issuers 
bank's  interest  rateftp: 
Visa  and  MasterC  iiiree 
charges  is  19.8%,  aln  'icar 
twice  the  prime  lenc  '-'k 
rate.  And  annual 
on  cards  help  del 
the  cost  of  custon 
who  pay  their  bills 
full  every  month, 
top  of  this,  merchAHJ 
pay  issuers  such  as  '  ave 
I  .ank  fees  that  equal  Be 
to  2%  of  sales. 

Business  wasn't 
ways   so   good.  ( 
bank's  first  nationv 
solicitation  to  20  mil 
households  in  1977 
a  disaster.  Many 
cardholders  had 
qualms  about  ignoi 
bills  from  a  bank  hai 
known  outside 
York  environs.  Th 
Citibank  grappled  v 
New  York  laws  t 
limited  credit-card  in 
est  rates  to  18%,  or 
on  balances  over  $i 
while  the  prime 
climbed  to  20%>  in  IBtKlj 
Before  establishinj  tij 
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A  BILLIONS  OF  DOLURS 


in  South  Dakota, 
ik's  card  business 
5516  million  be- 

1979  and  1981. 
as  like  selling  a 
'  cereal  you  made 
for  $1.50,"  recalls 
•p  President  Rich- 
Braddock. 
reference  to  cere- 
ms  fitting.  Brad- 
18,  joined  Citibank 
73  after  leaving 
al  Foods  Corp., 
he  helped  market 
the  instant-drink 
and  Stove  Top 
ig.  His  five-year 

as  head  of  con- 
banking  was  suc- 
1  enough  to  put 
1  the  president's 
of  Citicorp  in  January,  although 

0  retains  his  former  post.  Thanks 
50-person  marketing  staff  and  a 
illion  advertising  budget,  the  slo- 
Mot  just  Visa,  Citibank  Visa"  has 
shed  a  national  recognition  for  its 
and  for  Citibank,  too. 
centerpiece  of  its  marketing  cam- 
is  service.  Prompt  approval  of 
credit  lines  and  extended  buyer 

don  are  the  kinds  of  perks  that 
sers  are  accustomed  to  nowadays, 
d,  Citi's  advertising  focuses  on 
and  amiable  service.  At  Hagers- 
for  example,  new  customer  reps 
ough  a  six-week  training  session, 
g  goal:  answering  cardholder  calls 

three  rings,  or  by  two  rings  on 
Id  card  800  number.  "Others  may 
r  the  same  service,"  concedes 

L.  Bailey,  a  44-year-old  former 
smatician  who  heads  the  card 

but  other  banks  haven't  created 
nage  with  the  public,  he  says. 
5  million  people  who  bit  last  year 
gned  up  for  Citibank  credit  cards 
have  to  look  very  hard  for  their 
itions.  Citibank  churns  out  up  to 
illion  a  year.  Four  mailings  a  year 

1  15  million  households  at  a  clip. 
1,  the  bank  can  be  a  pest:  If  pros- 
don't  respond  the  first  time,  they 

many  as  three  more  letters.  Bai- 
ckons  that  out  of  1,000  solicita- 
the  bank  receives  50  responses, 
ily  two  turn  out  to  be  deadbeats. 
sPS.  Citibank  hasn't  always  shown 
Drescience.  It  acquired  the  Diners 
harge  card  in  1981.  But  Diners  has 
ao  match  for  American  Express, 
een  card  is  accepted  at  3  million 
ants  worldwide,  vs.  Diners'  1.7 
1.  Carte  Blanche  is  an  even  bigger 
lointment.  Citibank  purchased  the 
n  1978  to  serve  an  upscale  audi- 
H.  Spenser  Nilson,  publisher  of  the 
ingeles-based  Nilson  Report,  be- 
lts card  base  is  only  250,000. 


CITIBANK:  CREDIT  CARD 
LOANS  HAVE  SOARED... 


YEAREND 
RECEIVABLES 


...AND  ITS  CARDS  TAKE 
A  BIG  SLICE  OF  CHARGES 

U.S.  billings,  1989 
Billions  of  dollars 


1  AMERICAN  EXPRESS 

$76 

2  ommK 

►  VISA  &  MASTERCARD  35 

►  DINERS  CLUB  7 

42 

3  SEARS  ROEBUCK  STORES 

14 

4  SEARS  DISCOVER 

10 

5  fISST  CHICAGO 

10 

6  BANK  OF  AMERICA 

10 

7  CHASE  MANHATTAN  8 

8  J.C.  PENNEY  STORES 

7 

9  MBNA  (MARYLAND)  BANK 

7 

TO  AIR  TRAVEL  CARD 

4 

DATA;  NILSON RCPORT.  COMPANY  REPORTS 


And  then  there's  Choice.  Unveiled  in 
1980,  the  card  was  marketed  by  Citibank 
as  its  own  proprietary  plastic,  similar  to 
Sears,  Roebuck  &  Co.'s  Discover  card. 
But  the  bank  abandoned  the  notion  in 
1987  rather  than  build  a  merchant  base 
from  scratch.  Choice  is  now  offered  as  a 
low-rate  Visa  or  MasterCard. 

Until  now.  Citibank  easily  shrugged 
off  such  missteps,  thanks  to  the  moun- 
tain of  cash  spun  off  from  its  old  relia- 
bles. Visa  and  MasterCard.  But  new 
competitors  may  eat  away  at  those  re- 
turns. AT&T  is  by  far  the  most  worri- 
some challenger.  It's  offering  to  waive 
permanently  the  annual  fee  for  custom- 
ers who  sign  up  in  1990  and  use  its  Visa 
or  MasterCard  at  least  once  a  year.  An- 
other bonus:  a  10%  discount  on  long- 
distance calls.  Even  more  intimidating  to 


Citibank  is  AT&T's  'huge 
customer  base  of  70  mil- 
lion households. 

So  far,  Citibank  has 
not  made  a  direct  com- 
petitive response.  But 
on  May  14,  Citi  joined 
other  big  bank-card  is- 
suers— Chase  Manhat- 
tan, Bank  of  America, 
and  MBNA — in  asking 
regulators  to  look  at 
the  AT&T  program. 

The  banks  contend 
that  AT&T  should  not  be 
allowed  to  offer  a 
phone-calling  discount 
without  permission 
from  the  Federal  Com- 
munications Commis- 
sion. Moreover,  Citi- 
bank, Chase,  and  MBNA 
also  complained  to  the  Federal  Reserve 
Board,  the  Federal  Deposit  Insurance 
Corp.,  and  the  Georgia  state  banking 
commission  about  AT&T's  link  to  Univer- 
sal Bank,  a  state-chartered  bank  in  Geor- 
gia that  was  founded  earlier  this  year  to 
issue  credit  cards.  The  banks  allege  that 
AT&T  controls  the  bank  and  say  AT&T 
should  be  regulated  as  a  bank. 

AT&T  says  the  banks  are  trying  to 
block  a  product  that's  very  popular  with 
consumers.  The  phone  giant  says  the 
complaints  have  no  merit.  Even  if  regu- 
lators ultimately  agree,  the  bickering  is 
far  from  over.  Executives  at  Citicorp 
have  questioned  the  rules  and  fees  at 
both  bank-card  associations  that  allow 
consumer  companies  to,  in  effect,  issue 
cards.  (Visa  and  MasterCard  are  essen- 
tially cooperatives  owned  by  member 
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banks.)  The  ease  with  which  AT&T  got 
into  the  program  is  especially  nettle- 
some.  Based  on  its  assets,  Universal 
paid  only  $1,500  to  join  the  Visa  program 
and  $1,000  for  MasterCard,  according  to 
Ken  Evans,  a  director  of  Universal. 

Meanwhile,  faced  with  tougher  compe- 
tition, Citibank  may  have  to  take  on 
some  riskier  consumers  to  expand  its 
card  base,  analysts  say.  But  the  number 
of  delinquent  accounts  is  already  high. 
Citi  charged  off  $1  billion,  about  4''(.  of 
its  receivables  last  year.  Write-offs  at 
other  banks  averaged  3.57(.  This  year, 
Citi's  write-offs  may  be  closer  to  4.5%. 

Citibank  continues  to  sample  new  ar- 
eas. It  has  already  signed  up  1.7  million 
college  students  for  Visa  and  Master- 


READY,  SET,  CHARGE:  FRESHIY  MINTED  CARDS 


Cards.  Citi  has  also  launched  a  direct 
assault  on  AmEx  with  the  Advantage 
card,  which  it  offers  in  partnership  with 
American  Airlines  Inc.  This  upscale  ver- 
sion of  Visa  and  MasterCard  commands 
an  annual  fee  of  $40  and  offers  a  fre- 


quent-flier program.  Some  600,000  U' 
tomers  have  signed  on  since  1988. 

Citi  is  also  scouting  abroad.  It  ha 
sued  some  6  million  cards  outside  N 
America.  But  it  has  been  tough  sled 
in  Europe  and  Asia,  where  people  a: 
credit-happy.  It  also  scoops  up  card  ' 
nesses  from  other  banks.  Last  Febri 
it  bought  $652  million  in  receiv£ 
from  Bank  of  New  England. 

Still,  even  Braddock  acknowle( 
that  it's  unlikely  Citibank  ■'Aill  dupl 
the  rapid  growth  of  the  1980s.  Inc 
the  biggest  concern  in  the  1990s  ma 
losing  customers  to  new  competi 
And  that  means  the  folks  at  Haj 
town  had  better  stay  on  their  toes 
Bt/  John  Meehan  in  New 


PI 


jii 


WILL  JAPAN'S  JCB  CARD 
MAKE  ITS  WAY  INTO  U.S.  WALLETS? 


In  the  U.  S.,  at  least,  the  JCB  charge 
card  is  one  card  that's  0.  K.  to 
leave  at  home.  Just  ask  Daniel 
Forge,  owner  of  BeauRivage,  a  posh 
French  restaurant  in  Malibu,  Calif. 
Forge  agreed  to  accept  Japan's  JCB 
card  a  year  ago  to  lure  Japanese  tour- 
ists. The  tourists  came,  but  Forge  can't 
recall  anyone  using  a  JCB  card.  Instead, 
they  paid  cash  or  used  other  cards. 
Says  Forge:  "I'm  amazed." 

But  that  isn't  stopping  JCB  Co.,  the 
largest  card  issuer  in  Japan, 
from  trving  to  break  into 
the  U.S.  market.  This  fall, 
JCB  plans  a  big  push  to  mar- 
ket its  charge  cards  through 
U.  S.  banks.  Initially,  the 
blue,  red,  and  green  card 
will  be  targeted  at  the 
190,000  expatriate  Japanese 
in  the  U.S.  Then,  JCB  will 
focus  on  the  more  than 
500,000  Americans  who  trav- 
el to  Asia  each  year  for 
business  and  pleasure.  Ka- 
zunao  Murata,  the  JCB  exec- 
utive who's  leading  the 
drive,  says  he  hopes  to  sign 
up  at  least  a  million  card- 
holders in  the  next  five 
years.  And  he  has  hired 
Dwane  Krumme,  former 
head  of  First  Interstate  Bancorp's  card 
operations,  to  help. 

'STAYSNG  POWER.'  Although  competi- 
tors question  JCB's  ability  to  establish 
itself  nationally,  few  question  its  com- 
mitment. Owned  by  a  group  of  Japa- 
nese financial  companies,  including 
such  big  banks  as  Sanwa  Bank  Ltd. 
and  Daiwa  Bank  Ltd.,  JCB  has  been  in 


the  credit-card  business  since  1961.  It 
controls  39%  of  Japan's  credit-card 
market  and  does  business  in  more  than 
100  other  countries.  JCB,  shorthand  for 
Japan  Credit  Bureau,  has  17  million 
cardholders  in  Japan.  And  like  Ameri- 
can Express  Co.,  it  caters  to  an  upscale 
audience.  "I'm  sure  they  will  have 
plenty  of  staying  power,"  says  Citicorp 
President  Richard  S.  Braddock. 

JCB  is  negotiating  with  several  U.  S. 
banks  to  issue  the  cards.  Bank  of  Ha- 
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TANIMURA  AND  KRUMME:  COUNTING  ON  DEEP  AMERICAN  POCKETS 


waii  has  already  signed  up.  And 
Krumme  hopes  to  enlist  Bank  of  Amer- 
ica and  others  that  process  JCB  charges 
in  the  U.  S.  Banks  that  sign  on  will  get 
to  keep  50%  of  the  merchant  fees  that 
JCB  collects.  Merchants  pay  JCB  a  fee 
that  ranges  from  2%  to  6%  of  each 
sales  charge. 
The  company  has  already  lined  up  an 


impressive  array  of  mercha 
Through  its  Los  Angeles-based  subi^KC'ni 
iary,  JCB  International  Credit  Card, 
Japanese  company  has  quietly  built 
a  network  over  the  past  year,  mos 
on  the  West  Coast.  Such  stores 
Brooks  Brothers  and  Tiffany  acc 
JCB,  as  do  Universal  Studios  tours 
Now,  JCB  is  pushing  East.  Chairn 
Takashi  Tanimura  recently  joined  M  fi 
ata  and  Krumme  in  then-  market 
campaign.  And  Boston's  Shawn 
Bank  and  Chicago's  Hai 
Bancorp  Inc.  agreed  to  h 
enlist  merchants  and  hanl 
card  transactions.  So  i 
JCB  has  signed  up  so 
250,000  U.  S.  merchan 
compared  with  66,000  a  y  ij. 
ago.  By  the  end  of  1991, 
hopes  to  have  500,000. 

Still,  Americans  may 
be  eager  to  sign  up  for 
another  new  card.  Anot 
problem:  JCB's  entry  folio 
American  Telephone  &  T 
graph   Co.'s  decision 
launch  its  own  Visa  i 
MasterCard  products. 

JCB  has  one  big  adv 
tage.  Although  the  comp; 
has  yet  to  price  its  U 
card,  Murata  says  that 
fee  will  be  under  $30.  Am 
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annual 

charges  $55  for  its  green  card  and 
for  its  gold  card.  Still,  doubters 
that  JCB's  chances  for  success  in 
U.  S.  market  are  slim.  But  that's  w 
they  were  saying  decades  ago  aht 
cars  and  TV  sets. 

By  Eric  Schine  in  Los  Angeles,  u 
Karen  Lowry  Miller  in  Tokyo 
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IPPOSE  THE  DOW  GAVE 
PARTY  AND  NOBODY  CAME 


y  investors  won't  trust  the  rally  until  interest  rates  fall 


L  Mhen  the  Standard  &  Poor's 
|v  500-stock  index  rises  11  days 
W  in  a  row,  as  it  did  from  Apr. 
■ough  May  14,  you  would  expect 
g  less  than  a  ticker-tape  parade 
Wall  Street.  That  was  the  mar- 
ongest  string  of  up  days  since  Jan- 
1987.  Trading  boomed,  too,  exceed- 
5  million  shares  on  two  occasions. 
1  volume  explodes  while  prices 
up,  it's  very  bullish,"  says  Dudley 
a  managing  director  for  equity 
g  at  Donaldson,  Lufkin  &  Jenrette 
ties  Corp.  "Buying  begets  more 

r  " 

laps  so.  But  considering  the  Dow's 
ecord,  2822,  and  the  remarkable 
■ound  of  the  past  four  weeks 
I,  investor  opinion  remains  rather 
Nearly  half  the  investment  adviso- 
vices  are  bearish.  Individual  inves- 
nd  foreigners  are  not  rushing  to 
Nor  are  the  futures  or  options 
s  terribly  bullish.  "I've  seen  noth- 
the  futures  or  options  prices  that 
sts  Dow  3000  is  just  around  the 
■,"  says  Peter  Thayer,  the  portfolio 
fer  of  the  Gateway  Option  Index 

ECHO.  Most  important,  portfolio 
^ers  remain  cool  toward  most 
,  buying  very  selectively  if  at  all. 
can  make  a  lot  of  hoopla  out  of 
illy,"  says  Steven  A.  Kroll,  presi- 
jf  SLH  Asset  Management.  "But 
iber  that  since  the  beginning  of 
ar,  bonds  are  still  down  and  stocks 
ily  up  a  little  bit."  Kroll  is  buying, 
!'s  sticking  to  a  narrow  list  of  big- 
stocks  that  are  showing  good,  reli- 
iarnings  growth,  such  as  Deere, 
s  Mae,  Intel,  and  Motorola.  He 
"Don't  bother  me  with  turnaround 
ceover  stories,  because  there  are 

skeptics  are  saying  that  the  stock 
it's  good  fortune  merely  echoes 
cent  turnaround  in  the  bond  mar- 
n  mid-April,  when  inflation  fears 
ampant,  interest  rates  rose  and 
1  sank  like  stones.  But  when  subse- 

economic  data  started  to  suggest 
the  U.  S.  economy  was  slowing 

interest  rates  eased  back,  and 
;  began  to  climb. 

n,  on  May  11,  the  day  after  the 
!sful  auction  of  $10  billion  in  U.  S. 
ury  bonds,  the  fixed-income  mar- 


kets rallied,  and  stocks  followed  suit.  In- 
terest rates  on  long-term  government 
bonds  dropped  one-fifth  of  a  percentage 
point,  a  big  one-day  move.  The  Dow  re- 
sponded by  rising  63  points — its  best 
showing  in  seven  months.  The  average 
shot  up  more  than  50  points  on  May  14, 
but  then  profit-taking  set  in.  The  Dow 
held  on  to  a  respectable  20-point  gain 
and  had  a  new  entry  in  the  record  book. 

Still,  investors  are  wary  for  good  rea- 
son. The  plain  fact  is  that  stocks  are  not 
cheap.  The  price-earnings  ratio  for  the 
S&P  500  is  about  16,  and  the  dividend 
yield  is  3.3%.  Of  course,  the  p-e  could 
come  down  if  earnings  have  a  big 
growth  spurt.  But  that's  not  likely  for 


cautious,  if  not  downright  bearish,  for 
months,  and  the  market  has  climbed 
nonetheless.  The  reason?  Mutual  fund 
and  pension  fund  managers  have  been 
timid,  amassing  so  much  cash  in  their 
portfolios  that  any  bit  of  good  news, 
such  as  the  rally  in  bonds,  triggered  a 
buying  spree.  That's  the  only  way  to 
explain  the  recent  Dow  surge,  says 
George  W.  Gephardt,  a  principal  at  1838 
Investment  Advisors.  Adds  Laszlo  Bir- 
inyi  of  Birinyi  Associates:  "The  biggest 
plus  the  market  has  going  for  it  right 
now  is  all  the  investor  skepticism." 
LOST  CHANCE?  All  this  cash  leaves  the 
stock  market  vulnerable  to  further  good 
news.  That's  where  the  bulls  are  build- 
ing their  case.  In  fact,  Peter  J.  Canelo, 
stock  market  strategist  at  Bear,  Stearns 
&  Co.,  predicts  that  inflation  will  come  in 
at  a  lower  rate  than  expected  or  that 
earnings  will  weigh  in  at  a  greater  rate. 
Either  way,  stocks  will  surge,  says  Can- 
elo, who  foresees  a  2900  Dow  before 
long  and  a  3000  breakthrough  sometime 
this  year. 

Elizabeth  R.  Bramwell,  portfolio  man- 
ager of  the  Gabelli  Growth  Fund,  takes 
a  longer  view  of  the  market.  She  says 


STOCKS  ROCKET  AS  INTEREST  RATES  DECLINE 
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the  next  few  quarters,  with  indicators  in 
autos,  housing,  and  manufacturing 
pointing  toward  a  softening  economy. 

Stocks  might  begin  to  look  more  at- 
tractive if  interest  rates  continue  to  tum- 
ble. But  few  analysts  see  an  87(  interest 
rate  on  long-term  bonds  anytime  soon. 
For  one  thing,  they  point  out,  the  under- 
lying inflation  rate  is  still  high.  And  ele- 
vated interest  rates  abroad  will  keep 
those  in  the  U.  S.  from  falling.  "All  in- 
terest rates  would  have  to  fall  two  to 
three  percentage  points  to  justify  signifi- 
cantly higher  stock  prices,"  says  Melissa 
Brown,  director  of  quantitative  research 
at  Prudential-Bache  Securities  Inc. 

Brown  and  many  others  have  been 


investors  are  missing  the  potential  of 
the  times.  "There  are  tremendous  oppor- 
tunities for  multinationals  with  financial 
clout,"  she  says.  Among  her  favorites 
are  blue  chips  such  as  General  Electric, 
Procter  &  Gamble,  and  F.  W.  Wool- 
worth,  which  has  about  one-third  of  its 
operations  overseas,  including  a  big 
stake  in  West  Germany. 

Bramwell  may  be  right  in  the  long 
run.  But  if  the  market  is  going  to  scale 
new  heights  in  coming  months,  investors 
will  demand  stronger  evidence  that  in- 
terest rates  are  on  their  way  down  and 
profits  are  on  their  way  up. 

By  Jeffrey  M.  Laderynan  in  New  York, 
with  bureau  reports 
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JOE  GRANO: 

PAINEWEBBER'S  POINT  MAN 


He  has  the  retail  operation  grabbing  market  shai'e 


Joseph  J.  Grano  Jr.  craves  action.  In 
1971,  the  stocky  Hartford  native 
was  a  22-year-old  Green  Beret  cap- 
tain in  Vietnam.  An  enemy  grenade  left 
him  with  19  broken  bones  and  wounds 
requiring  327  stitches.  Still,  he  wanted 
the  rough-and-tumble  military  life. 
"When  my  superiors  told  me  my  next 
assignment  would  be  behind  a 
desk,"  he  recalls,  "I  said  good-bye." 
After  a  year,  he  healed — and  head- 
ed for  Wall  Street. 

Now,  Grano,  the  head  of  retail 
sales  at  Paine  Webber  Inc.,  is  win- 
ning a  battle  on  the  Street.  Since 
the  1987  crash,  individuals  have 
been  shunning  stocks,  which  has 
hurt  the  retail  brokerage  business. 
Although  PaineWebber  won't  give 
any  details,  sources  there  say  that 
Grano's  division  posted  a  $100  mil- 
lion turnaround  in  1989  and  became 
profitable  after  taking  a  big  loss  in 
1988.  Since  he  joined  PaineWebber 
in  early  1988,  after  16  years  at  Mer- 
rill Lynch  &  Co.,  the  firm's  share  of 
retail  revenues  among  Wall  Street 
firms  has  risen  from  8.37'  to  10.67. 
Each  percentage  point  equals  about 
$100  million,  so  that  adds  up  to  a 
hefty  $200  million  in  revenues. 

In  Grano's  two  years  at  Paine- 
Webber, the  total  assets  of  its  cus- 
tomers have  jumped  647-,  from  $42 
billion  to  $69  billion.  "Raising  our 
customers'  assets  has  been  a  major 
part  of  our  strategy,"  says  CEt) 
Donald  B.  Marron.  Sales  of  invest- 
ments such  as  mutual  funds  are  "a 
more  consistent  source  of  revenues" 
than  stocks,  he  notes. 

To  pull  it  off,  Grano  had  to  per- 
suade the  brokers  to  sell  more  noncom- 
mission  financial  instruments,  such  as 
certificates  of  deposit.  He  installed  a 
new  payment  plan.  The  more  total  as- 
sets brokers  brought  in,  the  more  money 
they  coukl  make. 

'NATURAL  LEADER.'  Grano  also  demands 
more  productivity  from  his  brokers.  He 
recruited  an  array  of  stars  from  other 
firms  and  dismissed  laggards.  In  the 
past  two  years,  Grano  has  hired  150  bro- 
kers, each  of  whom  had  gross  commis- 
sions of  at  least  $500,000— twice  the 
Street's  average — and  38  with  $1  million 


or  more.  Raising  productivity  is  crucial 
because  PaineWebber  can't  compete 
with  its  rivals  on  size  alone.  Its  4,500 
brokers  are  outnumbered  by  foes  Merrill 
Lynch  and  Shearson  Lehman  Hutton 
Inc.,  which  have  about  11,000  each.  But 
significantly,  PaineWebber  is  adding 
brokers  while  Merrill  and  Shearson  have 


A  SURGE  IN 
CUSTOMER  ASSETS 


CRANO'S  DIVISION  POSTED  A  $IOO 
MILLION  TURNAROUND  IN  1989 


▲  BILIIONS  Of  DOLURS 


reduced  their  sales  forces 
by  several  hundred. 

What  Grano  does  best, 
though,  doesn't  show  up 
on  paper.  "He  is  a  natu- 
ral leader,"  Marron  says. 
After  the  1987  crash, 
Merrill  cut  brokers'  com- 
missions. Then  its  No.  2  retail  executive, 
Grano  had  the  thankless  task  of  break- 
ing the  news  to  branch  managers.  He 
stressed  that  the  move  would  strengthen 
the  firm.  "Merrill  expected  a  hostile  re- 
action, but  Joe  was  so  sincere  he  got  a 


standing  ovation,"  says  James  Flyij 
former  Merrill  colleague. 

By  contrast,  PaineWebber 
chopped  its  payments  to  brokers  all 
same  time.  But  "we  communicate 
badly,"  says  Robert  Benmosche,  sd 
vice-president  for  operations,  "and! 
brokers  were  confused  and  angry." 

Grano,  who  lives  with  his  wife! 
three  children  in  New  Vernon,  N. , 
not  the  typical  Wall  Street  execil 
with  a  seven-figure  income.  He  droj 
out  of  Central  Connecticut  State  Coj 
after  one  semester  and  never  went  q 
"I  wanted  to  fight  in  the  war,' 
explains. 

SLIPPERY  SLOPE.  PaineWebber's  r| 
turnaround  comes  at  a  pivotal  time, 
firm  has  been  losing  ground  in  big-| 
investment  banking.  Once,  it  compl 
for  the  biggest  clients.  NovJ 
seeks  the  business  of  midsize 
panies.  For  much  of  the  1980s, 
ron  pursued  the  dream  of  devd 
ing  a  powerful  investment  ban] 
department.  Although  the  firmf 
fortified  by  $300  million  from  a 
of  an  187  stake  to  Japan's  Ya^ 
Mutual  Life  Insurance  Co.  in 
it  couldn't  woo  top  dealmakersj 
big  revenues. 

But  that  didn't  prevent  P' 
Webber  from  taking  some  big 
In  the  fourth  quarter  of  1989, 
ron  says  his  firm  had  arbiti 
losses  of  about  $16  million  after 
collapse  of  the  U.A.L  Corp.  take 
last  October.  Street  sources  say 
loss  was  closer  to  $25  million, 
its  $96  million  bridge  loan  to  Fe 
ated  Department  Stores  Inc.  in 
resulted  hi  "an  undisclosed  res 
for  future  losses"  in  1989,  a  spo 
man  says,  noting  that  PaineWe 
had  previously  earned  about 
million  from  Federated  fees.  He 
by  retail  sales,  it  had  net  earni 
of  $10.8  million  in  the  first  qua 
of  1990,  up  from  $9.2 
lion  a  year  earlier. 

Stung   by  probi 
elsewhere  at  his  f 
Marron  needs  Gran 
keep  producing  strong 
tail  numbers.  And 
keeping  the  pressur- 
Grano.  "We  still  h 
room  to  improve  in 
tail,"  he  says.  True, 
Street  got  a  real  b 
when  the  Dow  Jone' 
dustrial  average  on 
11  rocketed  63  points,  and  Paine\ 
ber's  retail  business  has  picked  up 
the  last  few  days.  If  it  slows  again, 
no  will  have  a  hard  time  meeting  . 
ron's  expectations. 

By  Jon  Friedman  in  New 
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FIRST  QUARTER 
ONLY 
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tastman  Kodak  Lompany,  l^^u 


You'll  be  totally  satisfied  with  the  reliability 
and  service  of  your  Kodak  copiers,  and  we'll  do 
whatever  it  takes  to  keep  you  that  way. 
That's  a  guarantee. 

It  a  headstand  /s  what  it  takes  to  make  you  a 
totally  satiified  Kodak  copier  customer,  a 
headstand  is  what  you'll  get.  But  you're  more 
likely  to  find  Kodak  people  with  both  feet  on  the 
ground,  delivering  the  service  and  support 
they're  famous  for.  Which  is  a  large  part  of  the 
reason  why  Kodak  copiers  win  awards  for 
reliability,  and  Kodak  wins  awards  for  overall 
customer  satisfaction,  year  after  year 

Some  of  us  are  better  than  others  at 
^^standing  on  our  heads,  but  we're  all  experts 
Muk  when  it  comes  to  satisfying  customers. 

For  details  call: 

f  — 


KSIUD 

DN  OUR  HAD 


mGUARANT 


Kodak  copiers.  Ask  any  customer. 


SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  the  U.S.  That  cable  was  manufactured  by  Siemens.  It  could  carry  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 


©  Siemens  Corporation  1990 


1990.  This  is  now 


The  digital  telephone  switch  Siemens  manufactures  today  can  handle  up  to  1,000,000 
calls  in  a  single  hour.  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10,000  Siemens  employees  who  work  at  50  U.S.  manufac- 
turing sites.  And  they're  only  part  of  the  35,000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  1000  T-1, 186  Wood  Avenue  South,  Iselin,  NJ  08830 
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BY  GENE  G.  MARCIAL 

AN  OLD  FAVORITE 
IN  SOFTWARE 
LOOKS  LIKE  NEW 


The  resurgence  of  technology 
stocks  in  recent  weeks  has  j'et  to 
ignite  investor  interest  in  Ask 
Computer  Systems,  a  Vjeleaguered  is- 
sue that  traded  as  high  as  18  last  year. 
It's  currently  down  to  8.  But  now, 
some  smart-money  players  think  it's 
time  to  hit  the  "store  shares"  key. 

What  the  pros  like  about  Ask,  which 
specializes  in  the  design,  installation, 
and  support  of  computer-based  man- 
agement-information systems  for  man- 
ufacturing companies,  is  that  its 
founder,  Sandy  Kurtzig,  returned  in 
September  to  the  job  of  chairman  and 
CEO.  She  started  Ask  in  1972,  and  when 
she  left  in  1985  to  devote  more  time  to 
her  family,  sales  had  risen  to  S79  mil- 
lion from  S8  million  in  1980. 

After  that.  Ask  failed  to  keep 
abreast  of  the  demand  for  new  prod- 
ucts, and  the  sales  pace  deteriorated, 
notes  investment  manager  Jim  Awad, 
president  of  BMI  Capital,  which  has  ac- 
cumulated a  A.d"'  stake.  "We  have  tre- 
mendous faith  in  Kurtzig's  efforts  to 
reposition  the  company  back  to  strong 
profitability,"  he  says. 

Despite  Kurtzig's  arrival,  many  ana- 
lysts are  concerned  about  the  increas- 
ing competitive  pressure  in  the  U.  S., 
which  has  already  led  to  price-cutting. 
They  note  that  Ask's  domestic  busi- 
ness has  been  sluggish.  But  Awad  isn't 
worried.  Although  he  projects  an  earn- 
ings slump  to  40<f  a  share  in  the  year 
that  ends  June  30,  1990,  from  $1  a  year 
ago,  he  expects  profits  to  start  inching 
back  up,  to  70$  a  share  next  year. 
GLOBAL  REACH.  Awad,  along  with  some 
other  bulls,  thinks  that  with  Kurtzig  at 
the  helm.  Ask  is  now  on  the  path  to 
new  products.  The  company  is  already 
developing  a  new  class  of  information 
systems  that  will  operate  across  differ- 
ent types  of  computers  and  data  bases 
located  all  over  the  world.  "Thus,  a 
multinational  company  will  be  able  to 
implement  an  enterprise-wide  network 
utilizing  existing  hardware  and  data 
base.s,"  explains  Joan  Finsilver,  an  ana- 
lyst at  Brean  Murray,  Foster  Securi- 
ties. Slie  expects  the  first  models  of 
these  j  rnducts  to  be  out  late  this  year. 

Com  .'nee  in  Kurtzig  has  been  bol- 
stered b>  her  aggressive  buying  of 
Ask  share;:  li;  the  open  market.  Two 
months  after  she  rejoined  Ask,  Kurtzig 


ASK  FOUNDER  KURTZIG:  A  10%  STAKE 


personally  bought  1.3  million  shares, 
raising  her  stake  in  the  company  to 
10%.  That  has  encouraged  other  big 
investors  to  buy  in.  Among  them: 
James  Lennane  of  Naples,  Fla.,  who 
has  accumulated  a  6.4%  stake. 

Another  attraction:  Ask's  book  value 
comes  to  $8  a  share,  and  its  balance 
sheet  is  strong,  with  cash  of  $29  mil- 
lion and  very  little  debt.  "The  company 
is  way  undervalued,"  says  Awad.  He 
expects  the  stock  to  head  back  to  18  in 
the  next  6  to  12  months. 


REALLY  FAST 
DRIVE-UP  FAST  FOOD 


When  Rally's  opened  its  first 
hamburger  outlet  in  1985,  it 
looked  more  like  a  drive-up 
bank:  No  inside  seating,  just  customers 
in  cars  getting  their  orders  from  either 
side  of  a  small  building.  But  what's 
really  different  about  Rally's  is  that 
customers  are  served  within  45  sec- 
onds. The  restaurant  stands  on  just  600 
square  feet  of  land — less  than  a  quar- 
ter the  size  of  a  tj-pical  McDonald's  or 
Wendy's.  Today,  Rally's  has  71  compa- 
ny-owned and  117  franchised  eateries. 

"It's  a  novel  fast-food  concept  that 
will  work  profitably  in  the  1990s  be- 
cause of  the  cheap  price,  efficient  ser- 
vice, and  fast  getaway  on  wheels," 
says  Andrew  Lanyi,  a  managing  part- 
ner at  Ladenburg  Thalmann. 

True,  Rally's  price-earnings  ratio  of 
30  seems  steep,  "but  the  stock  still  has 
a  way  to  go  because  of  the  company's 
vigorous  grow1;h  rate  and  prospects  for 


continued  fast  expansion,"  he  sal 
Rally's  has  a  limited  menu,  mail 
hamburgers,  chicken,  and  hot-c| 
sandwiches,  as  well  as  french  fries  i\ 
soft  drinks.  But  the  prices  are  25% 
low  those  at  McDonald's,  Wend;l 
Burger  King,  and  Hardee's,  the  fd 
largest  fast-food  outfits.  The  ideal 
catching  on,  says  Lanyi:  Earnings 
sales  are  hitting  record  levels.  Syst 
wide  sales  jumped  59%  in  the  quar 
that  ended  Apr.  30,  and  66%  for  t 
most  recent  nine-month  period.  F- 
share  earnings  leaped  to  I4<t  in 
quarter  from  6$  a  year  ago.  Lanyi  i- 
ures  that  earnings  for  the  year  end;: 
June  30  will  rise  to  70$  a  share,  andt 
93<t  in  1991,  up  from  last  year's  39$ 
Lanyi  thinks  the  stock,  now  at  .' 
will  double  over  the  next  18  montt 
An  investor  group  led  by  Burt  Su^ 
man  took  control  late  last  year  by  ra 
ing  its  stake  to  49% .  The  betting  is  tlf 
Sugarman  will  continue  to  add  to  i 
holding — or  sell  to  a  bigger  compar, 


WEANING 

A  DEFENSE  BABY 


TransTechnolog>'  has  two  &tn. 
against  it:  It's  a  miniconglo 
ate,  and  it  has  considerable 
fense-related  operations.  Conglom| 
ates  haven't  been  too  popular  on 
Street,  and  investors  are  also  wary 
companies  that  may  be  slammed 
cutbacks  in  the  U.  S.  militarv-  bud. 
No  wonder  TransTechnology's  s 
which  flew  as  high  as  20  last  year^ 
been  knocked  down  to  10. 

Some  big  investors  don't  see  it 
way.  Money  manager  Richard  Shus' 
thinks  the  little-followed  company 
be  more  attractive  once  certain  fac 
are  better  understood.  First,  he  th: 
the  company's  Computer  Graph: 
unit,  which  has  been  a  loser,  will  bn 
even  or  post  a  modest  loss  for  the  y 
ending  Mar.  30,  1991.  And  the  sale 
TransTechnology's  Space  Ordna: 
Systems  division,  scheduled  for  the 
of  May,  will  rid  the  company  of  ano| 
er  drain.  "These  two  units  have  bee 
drag  on  the  company's  earnings,"  s: 
Shuster.  He  figures  TransTechnol 
will  post  a  50(t-a-share  loss  in  the  y(] 
ending  Mar.  31,  1990,  and  a  gain 
$1.25  the  following  year. 

Shuster  notes  that  TransTechnolo 
is  trading  way  below  its  book  value 
$16.50  a  share.  The  betting  is  tl 
more  assets  will  be  sold.  Shuster  noi 
that  company  insiders,  including  Ch£ 
man  Arch  Scurlock,  who  already  c< 
trols  20%,  have  been  buying  shares.; 
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THERE  IS  NO  SECOND  PLACE. 
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COMPUTERS  I 


IS  IT  FINALLY  TIME 

FOR  APPLE  TO  BLOSSOM  IN  JAPAN? 


Apple  could  have  sewn  up  the  market  years  ago.  It  blundered,  but  it's  making  up  for  lost  time  noi 


Japan's  hardline  America-bashers 
used  to  point  to  Apple  Computer 
Inc.  as  a  classic  case  of  U.  S.  incom- 
petence. With  a  little  effort,  the  personal 
computer  maker  probably  could  have 
sewn  up  the  Japanese  market  in  1979, 
when  it  faced  practically  no  competition 
there.  Instead,  as  a  1989  report  from  the 
Japan  Personal  Computer  Software 
Assn.  (JPSA)  notes,  Ap- 
ple seemed  to  break  ev- 
ery rule  in  the  book. 
The  JPSA  blamed  "poor 
management,  poor  com- 
munication, poor  devel- 
oper support,  poor  Japa- 
nese-language support, 
and  poor  distribution," 
for  Apple  Computer  Ja- 
pan Ltd.'s  minuscule 
1.4%  of  the  Japanese 
market  last  year. 

But  the  disgrace  is 
quickly  fading.  A  stun- 
ning overhaul  of  its 
strategy  has  seen  Apple 
Japan  localize  key  staff, 
slash  retail  prices,  and 
patch  up  relations  with 
the  all-important  Japa- 
nese software  develop- 
ers. "Apple  is  finally  doing  all  of  the 
things  it  should  have  done  10  years 
ago,"  says  Takefumi  Kanoya,  head  of  a 
J  PSA-affiliated  market  researcher.  Apple 
President  John  Sculley  has  even  set  a 
goal  of  $1  billion  in  revenues  from  Apple 
Japan  by  the  mid-1990s.  "Japan  is  not 
just  another  country,"  says  Sculley. 
"This  has  very  high  priority." 
SALES  SURGE.  In  fact,  Macintosh  com- 
[mters  are  popping  up  ev- 
erywhere in  Japan,  from 
graphic  design  studios  to 
college  classrooms  to  the 
cluttered  desks  of  the 
postal  ministry.  Market 
researcher  Dataquest 
Inc.  says  Mac  sales  in  Ja- 
pan this  year  could  bal- 
loon to  50,000  units,  near- 
ly double  1989's  ship- 
ments. That  would  bring 
total  Mac  installations  in 
Japan  to  100,000,  a  level 


at  which  software  developers  would  be 
likely  to  write  more  Japanese  programs 
for  the  Mac. 

Sculley  set  out  to  fix  Apple  Japan  two 
years  ago.  The  job  was  given  to  Delbert 
W.  Yocam,  a  longtime  Apple  executive 
and  onetime  Apple  chief  operating  offi- 
cer, as  a  final  assignment  before  he  left 
the  company  last  November.  He  exam- 


MIGHTY  MOUSE:  THE  MAC'S  POWERFUL  GRAPHICS  APPEAL  TO  JAPANESE  DESIGNERS 
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THE  MAC  ATTACK 
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A  THOUSANDS  OF  UNITS 

DATA:  DAIAQUtST  INC  AND  BW  ESTIMATES 


ined  the  subsidiary's  many  missteps:  It 
had  run  through  four  presidents  in  as 
many  years  and  done  a  poor  job  custom- 
izing the  Mac  for  Japanese  use — even 
though  its  powerful  graphics  capabilities 
gave  it  a  potential  advantage  over  IBM- 
PC  clones  in  handling  Kanji  characters. 

Under  Yocam,  in  four  short  months 
beginning  in  December,  1988,  Apple  Ja- 
pan recruited  a  new  president  from  To- 
shiba, an  engineering 
manager  from  Sony,  and 
a  service-and-support 
manager  from  NCR  Ja- 
pan. Appointed  as  techni- 
cal director  was  Yoshi- 
suke  Ishiuchi,  an 
engineer  who  for  four 
years  had  run  the  highly 
influential  JPSA. 

The  new  team's  first 
job  was  to  close  the 
yawning  software  gap. 
When  NEC  Corp.  got  into 


personal  computers  in  the  early  198 
sent  senior  managers  to  woo  dozei 
tiny  software  houses.  That  result*  ^^f^ 
the  writing  of  5,000  programs  for 
machines,  helping  the  giant  com 
lock  up  60%  of  the  Japanese  marki 
Apple  declined  to  play  the  same  ; 
and  quickly  developed  a  reputatio: 
Yankee  arrogance.  It  refused  to  joir 
trade  association 
even  lend  Macs  to 
ware  developers, 
perhaps  out  of  hub: 
balked  at  the  conr 
Japanese  practic 
paying  developer; 
convert  their  soft 
to  run  on  Macs, 
result,  Mac-compa 
packages  for  the 
nese  market  tot 
only  15  by  1988. 

Ishiuchi  moved  s 
ly  to  change  that  s 
tion.  He  made  Appli 
pan  join  the  JPSA 
other  groups.  He 
began  aggressively 
cruiting  developers, 
lowing  Apple's  U.  S 
proach      of  gi 
important  outsiders  peeks  at  fu 
products.  Ishiuchi  also  flew  in  top 
neers  from  six  U.  S.  software  compa 
to  help  forge  ties  with  potential  J 
nese  partners  and  develop  Japa 
products  based  on  proven  American 
Says  Ishiuchi:  "We're  trying  to  brinj 
a  generation  of  engineers  who  un 
stand  the  Mac." 

'TOO  MUCH  FUN.'  The  effort  is  paying 
Two  of  Japan's  biggest  software  hoi 
now  distribute  Macs.  And  in  a  re( 
JPSA  survey  of  500  software  writers 
pie's  machine  ranked  No.  2  after  N 
as  the  PC  they  hoped  to  buy  next.  Wh 
more,  Kouichi  Kishida,  technical  dire 
of  Software  Research  Associates,  a 
kyo  software  house,  is  making  the 
a  big  hit  at  universities.  His  endo 
ment  previously  helped  rocket 
Corp.'s  NEWS  workstation  to  Japa: 
market  leadership.  The  Mac,  he  fiijtt 
has  but  one  problem:  "It's  too  much 
It's  hard  to  get  any  work  done." 


los! 
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h  the  software  logjam  breaking 
pple  Japan  is  now  rectifying  its 
r.  Formerly,  Japanese  buyers  were 
1  off  by  high  Mac  prices — double 
rable  price  tags  in  the  U.  S.  Apple 
;ives  defended  the  disparity  as  re- 
g  the  higher  costs  of  devel- 

Japanese-language 
;ts.  "Still,  we're  trying 
Ing  prices  into  alignment," 
'resident  Shigechika  Takeuchi.  In 
ary,  Apple  Japan  trimmed  IT'X  off 
ice  of  key  Mac  products  to  win  a 
),sell  them  through  270  university 
.  A  month  later,  it  lojjped  an  aver- 

■  20%  off  all  Mac  prices. 
r,  the  Mac  is  taking  off,  especially 
phic  arts  and  publishing — markets 
it  has  been  strongest  in  the  U.  S. 
rii  Studio  uses  Macs  to  design  lo- 
id  brochures.  Tama  Art  University 
t  30  for  teaching  graphic  design. 
i  Personal  Computing,  Japan's 
y  PC  magazine,  will  soon  install  23 
-one  for  each  editor.  Magazine 
ler  UPU  has  similar  plans  for  200 
^•s.  And  in  January,  publishing  gi- 
vanami  Shoten  released  Japan's 
full-length  hardcover  book  pro- 
entirely  on  Macs.  "The  final  prod- 
is  nearly  perfect,"  says  Iwanami 

Kimitaka  Saito.  "No  one  but  Ap- 
i\d  do  this  the  way  we  needed  it." 
P  LAGGARD.  Despite  its  recent  suc- 
,  Apple  Japan  can't  afford  to  rest, 
aticeably  uncompetitive  in  laptop 
ters,  which  now  account  for  23% 
il  PC  sales  in  Japan — up  90?f  from 
sar.  And  its  bastion  in  desktop  pub- 
;  is  under  direct  attack  from  pow- 
vorkstations.  Apple  offers  nothing 
,tch  Fujitsu  Ltd.'s  fm-towns  PC, 

comes  with  advanced  audio  and 

features.  "Apple  has  a  chance 
low,  but  it's  limited,"  warns  Shoji 

Toshiba  Corp.'s  PC  and  worksta- 
!chnology  chief. 

effort  to  keep  up  in  product  devel- 
it,  marketing,  and  technical  sup- 
5  squeezing  Apple's  bottom  line, 
reating  two  sales  outlets,  or  "Ap- 
3nters,"  in  Tokyo  last  year  and 
ng  staff  to  100  caused  profits  from 
to  slide  to  about  $4  million,  down 
than  63.2%  from  1988. 
now,  though,  Apple  Japan  is  en- 
uprecedented  demand.  Takeuchi 
s  the  subsidiary's  unique  blend  of 
can  and  Japanese  cultures  makes 
•active  to  customers  and  new  re- 
alike.  "Apple  is  a  company  of 

■  individual  personalities,  which  is 
appealing  to  Japanese,"  he  says. 

try  to  keep  something  different 
)ther  Japanese  companies — a  place 
still  smells  like  Apple."  And,  he 

a  company  that  won't  quickly  for- 
e  lessons  it  learned  the  hard  way. 
!/  Neil  Gross  in  Tokyo,  with  Richard 
t  in  Cupertino,  Calif. 


MID-COM'S  PFLEGER:  A  PRICE  WAR  LOOMS  AHEAD  FOR  THE  NO.  I  AGGREGATOR 


THE  LONG-DISTANCE  LOOPHOLE 
AT&T  WISHES  IT  COULD  CLOSE 


Aggregators  are  squeezing  its  profits  witli  corporate  discounts 


Gerald  Pfleger's  relationship  with 
American  Telephone  &  Tele- 
graph Co.  is  tilting  from  civil  to 
frosty  these  days.  But  Pfleger  doesn't 
intend  to  let  AT&T  shoo  him  out  of  his 
corner  of  the  $50  billion  long-distance 
market.  He  calls  his  niche  "the  most  ex- 
citing opportunity  in  the  telecommunica- 
tions business  since  divestiture." 

To  cut  business  long-distance  bills  by 
up  to  20%,  Pfleger's  Mid-Corn  Inc.  and 
dozens  of  other  companies  have  latched 
onto  a  controversial  technique  known  as 
call  aggregation.  The  gimmick:  Aggre- 
gators combine  the  phone  traffic  of 
many  unrelated  businesses  so  they  ap- 
pear as  a  single  customer  and  therefore 
qualify  for  the  maximum  discounts  that 
AT&T  and  other  carriers  give  to  their  big- 
gest customers.  Although  aggregation 
began  less  than  two  years  ago,  it  is  al- 
ready slicing  rates  on  3?^  of  U.  S.  long- 
distance traffic.  And  it  influences  other 
parts  of  the  market  indirectly  by  setting 
a  new  standard  for  low  price.  "I  call  it  a 
margin  virus,"  says  E.  Craig  Sanders,  a 
marketing  vice-president  at  U.  S.  Sprint 
Communications  Co.  "It  just  eats  down 
our  margin." 

Top  executives  at  AT&T  at  first  looked 
fairly  kindly  on  aggregators.  They  were 


seen  as  a  cheap  way  to  augment  AT&T 
Business  Communications  Services,  the 
19,000-employee  unit  that  sells  long  dis- 
tance to  businesses.  Now,  alarmed  by 
the  rapid  growth  of  aggregation  and  its 
effect  on  profits  and  customer  relation- 
ships, the  phone  company  is  trying  to 
rein  in  the  aggregators.  Some  have  fad- 
ed away,  consultants  say,  but  the  best- 
established  are  holding  on.  That's  good 
news  for  bill-payers  at  a  time  when  the 
Big  Three  carriers — AT&T,  MCI,  and 
Sprint — are  edging  toward  an  armistice 
in  their  price  wars  (BW — Apr.  23). 
JOINT  PITCH.  Seattle-based  Mid-Corn, 
which  grew  out  of  Pfleger's  consulting 
business,  is  the  nation's  biggest  aggre- 
gator, according  to  Tele-Choice  Inc.,  a 
consulting  firm  in  Manchester,  Conn. 
Mid-Com  customers  include  the  likes  of 
Japan  Air  Lines  Co.,  which  says  it  saves 
10%  to  15'/f  on  its  $3  million  annual  bud- 
get for  voice  communications  in  the  U.  S. 
Other  big  aggregators  include  Consor- 
tium 2000  in  Marina  del  Rey,  Calif.; 
Equal  Access  in  Los  Angeles;  Advanced 
Network  Design  in  La  Mirada,  Calif.; 
and  COMAC  in  Easton,  Pa.  Aggregation 
also  has  attracted  rebillers  and  resellers, 
who  buy  capacity  wholesale  from  AT&T. 
These  companies  handle  all  transactions 
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Quality,  Innovation,  and  Customer  Satisfactid 


Delivering  the  computer  products  you  need 
for  your  business  is  what  Acer  does  best. 
With  a  complete  range  of  quality  products, 
from  laptop  computers  to  desktop  PCs  and 
multiuser  systems,  to  peripheral  products, 
Acer  has  it  all.  And  we  do  it  all  for  you,  with 
total  business  solutions. 

Acer  offers  complete  integrated  computer 
systems,  tailored  to  meet  the  needs  of 
individual  clients.  These  solutions 
incorporate  both  quality  Acer  hardware 
products  and  leading  software  applications. 
Through  its  strategic  alliances  with  leading 
software  developers,  Acer  supplies  a  wide 


range  of  hardware/software  platforms  f 
personal  or  business  use.  DTP,  CAD, 
networking,  and  multiuser  solutions  ar 
a  few  of  the  possibilities  available  whei 
choose  Acer. 

At  the  forefront  of  technological  innovc 
Acer  strives  to  enhance  industry  stand; 
and  deliver  the  best  computer  product: 
solutions  available. 

Acer  A  Commitment  to  Value 

Acer  is  one  of  the  world's  leading  supf'31 
of  computer  products.  Our  full  line  of  A 
compatible  PCs  is  sold  in  over  70  courj 


Acer. 

The  Spectram  of  V^lue. 


1  Acer's  distribution  network.  Witti 
oftices  located  in  major  cities 
lout  the  world,  including  Tokyo, 
dori,  and  San  Jose,  Acer  provides 
id  support  and  service  for  complete 
ler  satisfaction. 

4  years  experience  in  R&D,  manufac- 
and  marketing,  and  witfi  over 
3n  computers  sold,  Acer  is  ttie  rigfit 
for  you. 


Super  386  PCs 


Product  Lines 

Personal  Computers 

Multiuser  Systems 

Laptop  Computers 

Peripfierals 

Network  Systems 

Laptop 
Computers 


IBM  IS  a  regislered  trademark  ol  Inlernational  Business  Machines  Corp 
Acer  and  Ihe  Acer  logo  are  registered  trademarks  ol  Acer  Inc  and  Acer 
America  Corp  Ottier  products,  companies,  or  brand  names  mentioned 
are  trademarks  or  registered  trademarks  ot  their  respective  companies 


ACQR  {4 


The  Word  for  Value 


Offices:  •  U,S  A  ,  San  Jose,  Tel:  (408)922-0333  •  UK,  London,  Tel  (01)569-2978  •  W  G,,  Dusscldorf,  Tel  (02 1 1  jiSOS-O  •  France,  Nimcs,  Tel  (01164805239  •  Japan  Tokyo,  Tel  (03)463-3222  •  Australia,  Sydney, 
)9-6644  •  Malaysia,  Kuala  Lumpur,  Tel:  (03)261-8866  •  R,O.C.,  Taipei,  Tel:  (02)713-2252, 
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PIGEON  POINT  LIGHTHOUSE  SAN  MATEO  COUNTY  CA 

PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a 
house,  saving  a  landmark, 
reviving  your  neighborhood? 

Gain  a  wealth  of 
experience  and  help 
preserve  our  historic  and 
architectural  heritage.  Join 
the  National  Trust  for 
Historic  Preservation. 

Make  preservation  a 
blueprint  for  the  future. 

Write: 

National  Trust 

for  Historic  Preservation 
Department  PA 
S785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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with  their  customers,  while  aggregators 
rely  on  the  carriers  to  send  out  bills. 

AT&T  opened  the  door  to  aggregators 
in  1988,  with  its  Multi-Location  Calling 
Plan.  That  WATS  offering  let  companies 
earn  discounts  based  on  the  traffic  vol- 
ume from  all  their  locations,  not  just  the 
main  office.  Entrepreneurs  realized  that 
they  could  get  the  same  discounts  by 
signing  up  unrelated  companies.  AT&T 
couldn't  refuse  them,  because  as  the 
dominant  carrier  it  has  to  treat  all  cus- 
tomers by  the  same  rules.  Aggregation 
spread  from  WATS  to  800  service  and, 
most  recently,  to  AT&T's  Software  De- 
fined Network,  a  comprehensive  service 
for  big  customers. 

Long-distance  competi- 
tors charge  that  at  first, 
AT&T  tried  to  manipulate 
aggregators  for  its  own 
benefit.  MCI  Communica- 
tions Corp.  alleges  in  a 
complaint  to  the  Federal 
Communications  Commis- 
sion that  AT&T  tried  to  get 
aggregators  to  sign  up 
only — or  at  least  mainly — 
customers  of  MCl  and 
Sprint,  rather  than  AT&T 
subscribers.  According  to 
confidential  1989  AT&T  doc- 
uments obtained  by  MCI, 
the  phone  giant  made  joint 
sales  pitches  with  aggregator  partners 
and  set  goals  for  how  much  business 
they  expected  the  aggregators  to  win 
back  from  competitors.  AT&T  says  its 
partnerships  did  not  involve  joint  sales 
calls  or  ([uotas. 

HOUSE  OF  CARDS.  Lately,  AT&T  has 
grown  wary  of  the  aggregators.  It  says 
they  have  come  between  it  and  its  cus- 
tomers. Although  AT&T  doesn't  like  to 
talk  about  it,  the  aggregators  it  encour- 
aged also  have  cut  revenue  from  exist- 
ing accounts — without  winning  back 
much  business  from  MCI  or  Sprint.  On 
Jan.  1,  AT&T  cut  its  top  discounts  and 
lowered  the  volume  threshold  so  that 
more  companies  could  qualify  for  maxi- 
mum discounts  on  their  own. 

Then,  on  Mar.  1,  AT&T  began  distanc- 
ing itself  from  aggregators.  The  phone 
giant  named  Michael  Keith  director  of 
distribution  strategy  and  alternate  chan- 
nels and  told  him  to  get  tough  on  aggre- 
gators. He  cut  back  all  joint  marketing 
programs  and  ended  marketing  efforts 
with  companies  that  aggregate  Software 
Defined  Network,  which  requires  costly 
programming  by  AT&T.  He's  letting  cus- 
tomers know  that  if  aggregators  fail, 
the  consumers  may  be  asked  to  pay  pen- 
alties or  meet  volume  obligations. 

AT&T  could  get  tougher  with  the  ag- 
gregators. The  FCC  is  debating  whether 
the  company  should  still  be  considered 


the  dominant  carrier.  If  that  chaij 
aggregators  could  suffer.  Like  finac 
arbitrageurs,  they  subsist  on  flea 
price  discrepancies,  Keith  contu 
"One  move  to  the  left,  and  they'i 
gone,"  he  says. 

PYRAMID.  Indeed,  consultants  say  I 
some  aggregators  are  already  sh., 
Small,  privately  held  com.panies, 
have  persistent  cash-flow  worries' 
cause  they  usually  don't  see  any  nt 
until  customers  pay  their  phone  billa 
then  send  them  a  fee.  Meanwhile- 
penses  for  marketing  and  customei- 
vice  can  be  surprisingly  high.  Pfk^ 
who  jets  between  Seattle  headquaf? 
a  home  in  Hawaii,  and  his  horse  . 


AGGREGATORS:  IDNG  DISTANCE  FOR  LES 


NEW  YORK- 
PHItADELPHIA 

10  MIN, 

CHICAGO- 
DALLAS 
3.5  MIN. 

LOS  ANGEL 
WASHING! 

1.5  MIN. 

REGULAR  AT&T 
DIRECT-DIAL 

$2.15 

95(p 



SOd: 

PRO  WATS' 

$1.94 

75(t 

34<i: 

AGGREGATION 
PLAN" 

$1.45 

57(t 

27<t 

'Rate  for  a  PRO  WATS  customer  using  $2,500  worth  of  long-distance  servii 
per  month 

'  Assumes  20%  martcup  (varies  by  aggregator)  over  AT&T's  rate  for  one 
high-volume  Software  Defined  Network  plan  DATA:  MARKET  DYNAAi 


near  Cleveland,  admits  it's  a  tough  |: 
ness.  He  estimates  that  he  and  his  b' 
er  Paul  have  plowed  $5  million  into  i 
Com  but  didn't  see  a  positive  cash  n 
until  about  two  months  ago,  vi 
monthly  revenues  hit  $1  million. 

A  budding  price  war  isn't  helping.|j|i 
Mid-Com  customer  who's  thinking  c| 
fecting  is  Bruce  Goluskin  of  Snov 
Ski  &  Summer  Resort  near  Salt 
City.  "Right  now,  507'  of  any  sa\ 
goes  to  Mid-Com  for  their  fee,"  he  I 
"I  feel  I  can  do  better."  Some  agg 
tors  have  run  into  trouble  with  rej 
tors.  NCN  Communications  Inc.  in 
bert,  Ariz.,  which  aggregates  callsj 
MCI,  was  barred  from  West  Virginisl 
North  Dakota  for  what  state  off'a 
called  a  pyramid  sales  scheme  invo; 
such  prizes  as  a  trip  to  anywhere  ii' 
world.  NCN  says  it  has  made  chang 
assuage  those  concerns. 

Pfleger  believes  that  the  strongear 
gregators  can  survive — if  they  i 
sound  finances  and  provide  extra  > 
vices,  such  as  consulting.  More  ino 
tant,  he  says,  AT&T  can't  limit  agg)p 
tion    too    much    without  offen 
customers  who  benefit  from  it.  A'l 
Keith  says  there's  some  truth  to  m 
"It  would  be  naive  of  us  to  alienate  Isc 
of  customers."  For  now,  AT&T  can'jaf 
ford  to  say:  "See  ya  later,  aggregatr. 

By  Peter  Coy  in  New  -'W 
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iniEE  IHHI II  lUORKS. 


To  ensure  life,  liberty  and  the  pursuit  of 
happiness  in  your  office,  we'd  like  to  propose  a 
system  that's  guaranteed  to  work.  The  Lanier 
copier  system.  Lanier  copiers  are  guaranteed  to 
be  up  and  running  98%  of  the  time.  You  get  a 
loaner  for  the  times  it's  not. 


And  you  get  a  24-hour  toll-free  Hot  Line 
for  any  questions  you  have.  So  for  more 
productivity,  call  1-800-852-2679.  And 
make  a  declaration  that  you  want  the  very 
best  copier  system  in  the  USA.  Lanier. 


COPYING  SYSTEMS 


J2  HARRIS 


Some  restrictions  apply.  See  your  locol  Lanier  copier  representative  for  full  details. 
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TO  LEASE  OR  NOT  TO  LEASE: 
THE  KEYS  TO  A  SMART  DECISION 


It's  hard  to  flip  through  a 
newspaper  these  days 
without  seeing  an  ad  for  a 
leasing  deal.  Here's  one  mak- 
ing the  rounds:  "You  don't 
need  a  seven-figure  transpor- 
tation budget  to  travel  in 
swift,  quiet  comfort.  Simply 
lease  the  [Mazda]  RX-7  GXL."" 
That's  a  $22,400  car  for  a 
mere  $350  a  month. 

As  car  prices  have  soared 
and  the  government  has 
phased  out  the  tax  benefits  of 
buying  on  time,  leasing  come- 
ons  have  gotten  harder  to  re- 
sist. But  leasing's  growing  at- 
tractiveness doesn't  mean  it's 
right  for  everyone — especially 
if  you  take  into  account  the 
fine  print  and  disclaimers  at 
the  bottom  of  the  ads. 

Leasing  is  best  suited  to 
people  who  like  a  new  car  ev- 
ery few  years  and  who  would 
otherwise  borrow  to  pay  for 
it.  Conversely,  "anybody  who 
keeps  a  car  for  longer  than 
five  years  definitely  shouldn't 
lease,"  says  Bill  Nerenberg, 
spokesman  for  the  National 
Vehicle  Leasing  Assn. 
NOT  A  RENTAL.  To  see  why,  it 
helps  to  discard  the  mistaken 
notion  that  leasing  is  equiva- 
lent to  renting.  Monthly  in- 
stallments only  seem  like 
rent,  because  you  are  paying 
for  something  you  won't  own 
at  the  end  of  the  lease  term. 

But  leasing  companies 
know  that  when  a  car  is  re- 
turned in  three  or  four  years, 
say,  it  will  be  worth  only  a 
fraction  of  its  initial  sale 
price.  So  monthly  payments 
have  to  cover  two  costs:  First, 
there's  the  hefty  interest  rate 
charged  by  the  leasing  compa- 
ny, based  on  the  money  it  laid 
out  to  buy  the  car.  Then 
there's  the  amount  of  the 
car's  value  the  lessor  expects 
vou  to  use  up — that's  the  part 
•lil  t,  in  effect,  you  buy,  not 


rent.  Knowing  how  mu  i 
preciation  you're  paying 
and  what  interest  rat 
leasing  company  assuj 
are  keys  to  smart  leasir 
The  less  the  car  is  exj| 
to  depreciate,  the  si 
your  monthly  paymen^ 
be.  That's  why  leasing 
cy  car  for  two  years  cani! 
appealing.  Even  a  l< 
lease  can  make  sense 
leasing  company  is  cone 
that  the  car  will  ret.i 
trade-in  value  and  if  it 
a  reasonable  interest  ra 
OPTION  TO  BUY.  A  gOod 

pie  is  a  four-year  lease  : 
Range  Rover  advertist 
cently  by  many  East 
dealers.  It  features  no 
payment  and  a  $595  m( 
charge.  Payments  are 
on  a  $37,700  purchase 
Four  years  down  the  | 
you  have  the  option  of 
the  vehicle  for  $22,80C 
not  a  bad  deal  if  you  pi 
return  the  Rover,  becaul 
numbers  crank  out  to  ai 
annual  interest  rate  fol 
lease — about  what  you'j 
on  a  car  loan.  Plus,  yc 
the  use  of  an  expensivi'' 
you  don't  tie  up  cash,  an 
don't  have  to  worry  abo: 
selling  it. 

But  let's  say  you  pli 
hang  on  to  the  Rover  w 
decade  or  so.  In  that  t 
borrowing  and  buying  u 
more  sense.  By  taking  J 
car  loan  at  the  same  11  : 
nual  rate,  while  makig 
down  payment  of  $ 
25%',  you  will  save  sea 
interest — even  though 
lose  the  use  of  the  $1 
Monthlv  payments  worj 
to  $731— that's  $136 
than  the  lease  in  the 
example.  But  by  the  el 
year  four,  you  will  ow 
car,  having  shelled  out 
in  interest.  That's  aboufo 
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«rest  you  would  have 
ider  the  lease, 
■all,  though,  tax  law 
:s  have  leveled  the  play- 
eld  between  leasing 
and  purchases  made 
orrowed  money.  Prior 
1986  tax  law,  interest 
loans  was  fully  deduct- 
0  for  those  in  the  old 
acket,  the  government 
ilf.  But  those  days  are 
almost.  Now,  the  top 
t  is  33%  (not  counting 
ite  or  local  taxes),  and 
1%  of  the  interest  is  de- 
e,  with  that  percentage 
ig  to  zero  in  1991.  Car 
;  have  also  lost  the 
0  deduct  sales  tax.  So 
kes  away  a  further  in- 
to buy. 

:R  SHOCK.    Most  Car 

.  and  leasing  pros  say 
J  car  prices  more  than 
tters  are  driving  people 
e.  Foreign  car  dealers 
leen  especially  aggres- 
taking  the  sting  out  of 
shock  with  generous 


POINTS  TO  NEGOTIATE  WHEN 
 LEASING  A  CAR  

PURCHASE  PRICE  The  cost  used  by  the  leasing  company  to  cal- 
culate payments.  Many  consumers  don't  know  they  can  bargain 
it  down 

RESIDUAL  VALUE  The  predicted  worth  of  the  car  when  you  hand 
back  the  keys.  The  higher  you  can  pin  the  value,  the  lower  your 
monthly  payments  will  be 

CAPITALIZED  COST  REDUCTION  Thinly  disguised  down  payment. 
Look  for  a  lease  without  it.  Why  put  up  all  that  money  for  some- 
thing you  don't  own? 

END-OF-LEASE  FINE  PRINT  Includes  charges  for  excess  mileage 
and  wear.  Make  sure  you  settle  terms  up  front 


lease  plans.  Audi,  for  exam- 
ple, has  been  pushing  its 
three-year  test-drive  plan, 
which  allows  the  lessee  to 
drive  the  car  more  than  15,000 
miles  a  year  without  incurring 
extra  per-mile  charges. 

And  many  dealers,  foreign 
and  domestic,  have  been  tack- 
ling early  termination,  one  of 


the  biggest  nightmares  in 
leasing.  If  you  total  a  leased 
car  or  if  it  is  stolen  a  few 
months  after  you  drive  it  off 
the  lot,  standard  insurance 
falls  far  short  of  covering  the 
balance  owed  on  the  lease. 
That  has  led  to  the  creation  of 
"gap"  insurance,  for  a  one- 
shot  cost  of  $300  to 


Most  leasing  companies  now 
insist  on  such  coverage,  ac- 
cording to  Susan  Stegmeyer, 
sales  manager  at  a  Massape- 
qua  (N.  Y.)  dealership. 

In  view  of  all  the  hype  that 
surrounds  leasing,  consumers 
should  be  alert  to  come-ons. 
The  big  one  is  the  monthly 
payment.  What  purchase 
price  is  it  based  on?  What 
end-of-lease  price  is  the  leas- 
ing company  assuming?  Can 
you  buy  the  car  at  a  fixed 
price  at  the  end — or  one  based 
on  the  market  value  at  the 
time?  These  points  and  others 
are  negotiable  (chart). 

There's  also  new  help  for 
figuring  those  lease-vs.-buy 
calculations.  Managing  Your 
Money  (Meca  Software,  203 
222-9150)  and  rvalue  (714  731- 
9214)  contain  handy  personal- 
computer  programs  to  help 
you  calculate  leasing  scenari- 
os. Such  homework  boosts  the 
odds  that  you  won't  be 
squeezed  into  a  lemon  of  a 
lease.  David  Zigas 


Video 


INEXT 
P  UP  FROM 
ITENDO 


our  kids  have  been 
Nintendo  junkies  for 
several  years.  Now, 
:  clamoring  for  one  of 
incy  new  video-game 

>  with  richer  graphics 
und.  While  Nintendo  is 
md  serviceable  v/ith  its 
licroprocessor,  the  new 
les  sport  16-bit  proces 
'o  some  fans,  that's  the 
nee  between  a  Mus- 
nd  a  Ferrari. 

■e's  a  big  spread  in 
too.  Sega's  new  Gene- 
achine,  at  $189,  and 
fl59  Turbografx-16  cost 
t  twice  as  much  as  Nin- 

>  basic  $80  system.  And 
software  for  the  new 
lells  for  up  to  $70,  com- 
with  Nintendo's  $35  av- 
Nintendo  also  has  the 
selection  of  games:  150 
I  vs.  26  so  far  for  Sega 
I  for  NEC. 

16-bit  titles  have  supe- 


16-BIT  PLAYERS,  SUCH  AS  SEGA'S,  HAVE  RICHER  GRAPHICS  AND  SOUND 


rior  graphics  and  more  com- 
plex plots  and  characters  than 
8-bit  games.  But  the  differ- 
ence would  probably  matter 
only  to  an  aficionado  or  to 
someone  tired  of  Nintendo.  A 
casual  player,  first-time  user, 
or  child  under  12  should  still 
be  happy  with  8-bit  systems. 

Sega  and  NEC  think  other- 
wise, of  course.  In  introduc- 
ing 16-bit  systems,  they  hope 
to  break  Nintendo's  80%  lock 
on  the  $3.4  billion  U.  S.  video- 


game market.  They  believe 
that  16-bit  technology  is  the 
wave  of  the  future  and  that 
launching  it  first  can  give 
them  an  edge  over  Nintendo, 
which  isn't  expected  to  come 
out  with  a  comparable  offer- 
ing in  the  U.S.  until  1991. 
"People  have  outgrown  their 
Nintendo,"  claims  Al  Nilsen, 
marketing  director  for  Sega 
of  America. 

For  video  zealots,  the  sights 
and  sounds  of  16-bit  games 


are  more  satisfying.  On  most 
Nintendo  games,  you  simply 
scroll  left  or  right,  up  or 
down.  But  16-bit  games  seem 
three-dimensional.  In  Tommy 
Lasorda's  baseball  game  on 
Genesis,  you  follow  the  arc  of 
your  fly  ball.  In  a  separate 
window  on-screen,  you  can 
zoom  in  on  base  runners. 
Sounds  are  more  lifelike,  too: 
The  recorded  voice  of  Los  An- 
geles Dodgers  Manager  La- 
sorda  calls  out  plays  in  stereo 
sound.  Most  Nintendo  games 
use  beeps  or  music. 
SMOOTH  KICKS.  Video  charac- 
ters seem  more  human  in  the 
new  generation  of  software. 
For  instance,  the  martial-arts 
warrior  in  a  Turbografx  game 
has  well-defined  muscles  and 
vivid  facial  expressions.  His 
kicks  and  karate  chops  are 
smoother  than  the  robot-like 
motions  of  Nintendo  figures. 

Nintendo,  meanwhile,  is 
coming  out  with  new,  im- 
proved 8-bit  games.  Recent 
Nintendo  releases,  such  as 
The  Adventure  of  Link  and 
Super  Mario  Bros.  3,  involve 
more  elaborate  characters 
and  actions.  In  the  video- 
game wars,  16-bit  players 
won't  zap  the  old  master  so 
easily.  Maria  Shao 
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Food 


A  JAPANESE 
DELICACY  FOR 
THE  DARING 


If  whole  crispy  bass  merits 
an  asterisk  on  Chinese 
menus  because  it's  spicy, 
fugu  fish  in  Japanese  eateries 
may  deserve  a  skull  and 
crossbones.  The  fugu  is  a  poi- 
sonous species  of  blowfish 
found  off  Japan.  As  unappe 
tizing  as  that  sounds,  fugu  is 
catching  on  in  the  U.  S. — 
mostly  among  executives  ea- 
ger to  prove  their  derring-do. 

The  craze  took  off  about  a 
year  ago,  after  the  Food  & 
Drug  Adminstration  approved 
the  importation  of  fugu.  Since 
then,  hundreds  of  pounds  of 
the  fish  have  been  brought  in. 
So  far,  it  can  enter  the  U.  S. 
only  through  New  York's  JFK 
Airport,  and  it's  served  at 
about  two  dozen  New  York 
restaurants.  But  with  demand 
rising,  the  Torafugu  Buyers' 


Assn.,  which  oversees  U.  S. 
distribution,  says  the  fish 
should  be  available  next  year 
in  Boston,  Chicago,  Los  Ange- 
les, and  other  cities.  But  the 
group  must  first  figure  out 
the  best  way  to  ship  fugu 
from  New  York. 


Behind  its  popu- 
larity is  the  thrill 
of  the  death-defy- 
ing stunt.  Every 
year,  a  handful  of 
Japanese  die  from 
eating  the  delicacy, 
usually  fishermen 
who  didn't  realize 
what  they  caught 
or  who  didn't  clean 
it  properly.  The 
most  publicized  in- 
cident occurred  in 
1975,  when  actor 
Mitsugoro  Bando 
keeled  over  and 
(lied  from  fugu  poi- 
soning at  a  Kyoto 
restaurant.  That 
prompted  the  Im- 
perial Household 
Agency  to  suggest 
to  the  late  Emper- 
or Hirohito  and  his 
son  Akihito  that 
they  eliminate  fugu  from 
their  diets. 

But  the  fugu  ser\'ed  in  the 
U.  S. — also  called  puffer, 
maki-maki,  or  globe  fish — is 
not  so  risky.  The  FD.'^  permits 
the  import  of  only  the  least 
dangerous  of  the  14  varieties. 


And  before  leaving  the 
nese  port  of  Shimonose^ 
most  toxic  parts — liver 
ries,  and  intestines — a; 
moved  by  licensed  fugu  k 
Then  the  fish  is  tested  f  • 
poison,  known  as  tetrn 
in,  before  export.  FHa  nf 
test  it  again  at  the  airp( 
fore  U.  S.  Customs  alh 
into  the  country. 
ACQUIRED  TASTE.  I  tried 

course  fugu  meal  at  Ri 
rant  Nippon  (155  E.  52; 
in  Manhattan.  The 
fleshed    fish    was  s 
boiled,  fried,  and  raw 
mi-style).  The  boiled  fug  ■ 
the  blandest,  with  the  ; 
coming  mostly  from 
sauce  dip.  The  $160  tai 
less  than  in  Japan, 
fugu  can  cost  twice  as 
If  you  don't  want  to  > 
for  a  whole  dinner,  yn 
sample  a  raw  fugu  app 
for  as  little  as  $35. 

Fugu  didn't  partici 
tickle  my  palate:  Tlu- 
nese  say  it's  an  acq 
taste.  In  the  end,  the  rej 
son  to  dine  on  fugu  may 
tell  your  friends  you  trie 
and  lived.  Mark 


In  the  mid-1980s,  value  in- 
vesting worked  well.  Mu- 
tual funds  flourished  by  fol- 
lowing the  value  strategy^: 
buying  stocks  that  were  sell- 
ing at  a  discount  from  the 
worth  of  the  companies'  as- 
sets. But  value  funds'  most 
recent  performance  has  been 
disappointing.  Is  it  time  for 
investors  to  pull  out?  An  em- 
phatic no,  says  Craig  Litman, 
a  partner  at  Litman/ Gregory 
&  Co.  and  editor  of  L/G  No- 
Load  Fund  Analyst.  "I  rec- 
ommend hanging  on — value 
managers  will  do  well  over 
the  long  term." 

Don't  be  put  off  by  the 
mixed  performance  of  value 
funds  in  the  late  1980s. 
While  their  returns  don't  al- 
ways match  the  s&P  500,  val- 
ue investing  is  desirable 
since  the  funds  tend  to  do 
better  in  the  market's  tough- 
est years,  says  Litman.  Long 
term,  he  expects  solid  perfor- 
mance from  these  top  value 
managers  (chart). 

True.  1989  and  the  first 
quarter  of  1990  have  not 
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Smart  Monev 


KEEPING  THE  FAITH 
IN  VALUE  INVESTING 


been  so  terrific.  Even  such 
superstars  as  Michael  Price 
at  Mutual  Shares  and  Mario 
Gabelli  of  the  Gabelli  Asset 
Fund  underperformed  the 
market's  31.57'  rise  in  1989. 
And  in  the  first  quarter  of 
this  year,  value  managers 
were  down  more  than  the 
market's  3^^^  decline. 

The  recent  so-so  showing 
has  to  do  with  takeover 


stocks'  falling  out  of  favor. 
Value  managers  profited 
from  merger  mania,  since  of- 
ten they  owned  the  underval- 
ued companies  that  were  ac- 
quired. Now  that  it's  harder 
to  find  stocks  trading  at  dis- 
counts from  their  break-up 
value,  some  managers  are 
skimping  on  equities.  As  of 
Mar.  30,  Gabelli  Asset  Fund 
was  51%  in  cash  equivalents. 


SOME  TOP  VALUE  FUND  PICKS 


Total  return* 

1987-89** 

1989 

First 
quarter 

6ABEUi  ASSET  RJND 

24.2% 

26.2% 

-4.5% 

MUTUAL  SHARES 

17.0 

15.0 

-3.6 

SOUTHEASTERN  ASSCT  MGMT. 

21.6 

22.1 

-5.6 

WINDSOR 

14.4 

15.0 

-2.9 

S&P  500 

17.2 

31.5 

-3.0 

*Net  gain,  including  dividends  and  capital  goins 
*'Annual  compounded 


DATA;  UTMAN/GREGORV  &  CO 


Another  value  mana 
John  Neff,  who  runs 
Windsor  Fund,  has  loade 
on  stocks.  His  largest 
ings  include  Aetna,  Ci 
Bankers  Trust,  Citic 
Chn,"sler,  and  Ford.  "T 
stocks  are  cheap,  they 
good  pelds,  and  they 
earnings  thrust,"  says  J 
TAKING  OFF.  It  may  be  a^L>j 
before  value  managers 
beat  the  market's  focui 
growth  stocks.  Growth 
panies  are  those  expectf 
have  a  dramatic  increas 
earnings.  While  these  st 
lagged  when  takeover  st 
led  the  market,  grc 
stocks  of  small-  and  med 
capitalization  compa 
seem  poised  to  take  off. 

One  solution  for  a  \ 
investor:  Add  a  good  gn 
fund  to  your  portfolio 
present,  Litman  recomm 
investors  put  35%  of 
money  into  growth  ft 
For  steady,  long-term  ecfr 
returns,  he  adds,  the  lean 
value  funds  are  still  the  ? 
place  to  be.      Leah  Xati 


PERSONAL  B  IN 


Btisiiiess  nuis  on 
information. 

Shouldn't  you  be 
using  premium? 

A  fact  is  a  fact — or  is  it? 

Tine  simple  truth  is  that  not  all  facts  are  created  or 
athered  equally.  And  Dow  Jones  Information  Services  is  the 
remiercase  in  point. 

At  Dow  Jones,  we've  been  providing  the  business 
nd  financial  community  with  information  forovera 
jntury  Through  personal  computers  and  over  news- 
ires,  TV,  radio,  telephone — and,  in  the  early  days, 
ager  messengers  bearing  handwritten  reports  of 
le  days  Wall  Street  trading  activity. 

But  we  do  more  than  just  pass  along  the  news, 
'ow Jones  Information  Services  deploys  reporters 
'ho  actively  root  out  late-breaking  business  devel- 
pments  and  report  them  to  you  just  seconds  after 
ley're  uncovered — and  often  before  the  rest  of 
ie  world  gets  word. 

But  as  important  as  it  is,  speed  is  only  one 
leasure  of  information.  There  are  also  compre- 
ensiveness  and  accuracy 

Which  is  why  we  provide  a  vast  and  easily 
avigated  electronic  reservoir  of  facts  you  can 
ip  into  as  needed.  Hundreds  of  sources  moni- 
)ring  every  business  discipline  and  industry 
icluding  exclusive  access  to  the  full  text  of  the 
usiness  worlds  publication  of  record.  The  Wall 
treet  joumaV,  and  the  newswire  of  record,  the 
low  Jones  News  Service'  (the  "Broadtape"). 

All  of  it  assembled  with  the  obsessive  attention 
)  detail  of  Dow  Jones,  by  any  measure  the  preeminent 

ublisherof  business  news  and  information.  .  ^. 

So,  returning  to  our  original  question,  is  a  fact  just  a  fact?  "  '• 

ou  might  find  an  answer  in  the  Fortune  500  companies  all  over  the  world  who've  chosen  Dow  Jones  to  help  pro- 
ide  them  with  their  information — especially  if  you  number  some  of  your  competitors  among  them. 

They're  running  on  premium.  Maybe  you  should  n^w-r  Y^««oc  Y*«{!rM««M  CAMrSr'Ac 
e,  too.  Simply  call  Dowjones  Information  Services  LfUl/V  JOnCi  imOriliaUUn  aerVlte^ 
1 1-800-522-3567,  Ext.  182 :  and  we'll  show  you  how.  The  lifeblood  of  busineSS." 


InNJ  andouiside  the  U  5  .call  (6(»)  520-8349,  Exi  182  ©  1990  Dow  Jones&Company.Inc  Ml  rights  reserved 


Collecting 

WARBIRDS  MAKE 

A  SOARING  INVESTMENT 


If  you  want  to  impress 
your  friends,  forget  about 
a  '56  Corvette.  Buy  a  war- 
bird  instead.  World  War  II 
fighters,  such  as  the  Grum- 
man Bearcat  or  Hawker  Sea 
Fury,  are  rare  and  expensive 
speed  demons — the  hot  rods 
of  propeller  planes.  And  they 
may  be  smart  investments. 

Once  a  hobby  limited  to  avi- 
ation buffs,  warbirds  now  at- 
tract a  wider  audience,  includ- 
ing nonpilot  investors.  While 
World  War  I  fighters  have 
sold  for  upwards  of  $250,000, 
it  is  the  World  War  II  birds, 
with  their  souped-up  engines 
and  lean  lines,  that  draw  the 
highest  bids.  The  Museum  of 
Flying  in  Santa  Monica,  Calif., 
has  slated  dozens  for  auction 
in  May,  including  a  Lockheed 
P-38  Lightning  expected  to 
fetch  $2  million. 
PIECE  OF  HISTORY.  That's  a  lot 
of  money  for  a  plane  once 
considered  little  more  than  a 
flying  tin  can.  During  the 
war,  10,000  twin-engine  P-38s, 
which  cost  the  government 
just  $85,000  each,  crowded  the 
Pacific  skies.  It  was  a  flight 
of  P-38s  that  shot  down  Admi- 
ral Yamamoto,  who  had  earli- 
er ordered  the  attack  on  Pearl 
Harbor.  But  when  the  war 
ended,  the  Air  Force  sold  a 
handful  of  P-38s  for  about 
$2,000  apiece  and  scrapped 
the  rest.  Today,  only  six  are 
still  flying. 

Warbird  prices  have  shot 
up  in  recent  years,  as  muse- 
ums and  collectors  scramble 
to  buy  a  piece  of  history. 
Take  the  powerful  P-51  Mus- 
tang, one  of  the  fastest  prop 
planes  ever  built  and  a  crucial 
factor  in  beating  back  the 
Luftwaffe.  Five  years  ago, 


you  could  buy  a  P-51  in  flying 
condition  for  about  $200,000. 
Piloted  in  the  war  by  such 
fighter  jocks  as  Chuck 
Yeager,  P-51s  today  sell  for 
about  $600,000  a  plane. 

The  rarest  birds,  such  as 
the  British  Spitfire,  are  best 
left  to  museums  and  million- 
aires. But  a  surprising  num- 
ber of  trainers  are  for  sale  at 


about  $80,000  restored— up 
from  $40,000  18  months  ago. 

The  best  buys  for  novices 
are  "warbugs,"  military  liai- 
son and  ambulance  planes 
fashioned  from  simple  gener- 
al-aviation craft  and  relatively 
simple  to  fly.  Planes  such  as 
the  Piper  Lr4  and  Stinson  L-S 
cost  $4,000  a  couple  of  years 
ago.  Today,  with  a  military 
paint  job  complete  with  D-day 
markings,  the  planes  fetch 
$20,000. 

Prompted  by  rising 
prices,  a  tiny  industry 
has  sprung  up  to  bring 
old  nonfliers  back  to 
life.  That  means  there 


INVESTOR  SMITH  AND  A  1942  SPITFIRE  AT  THE  MUSEUM  OF  FLYING 


more  reasonable  prices. 
Chuck  Smith,  a  Los  Angeles 
real  estate  broker  and  avid  fli- 
er, bought  his  restored  post- 
World  War  II  T-28  trainer  for 
$130,000  last  September. 

But  even  for  the  smaller 
and  more  available  trainers, 
prices  have  been  rising  steep- 
ly. One  of  the  approximately 
600  North  American  Texans, 
or  AT-6  trainers,  sells  for 


are  more  planes  to  buy  than 
there  were  10  years  ago.  And 
there  are  tantalizing  stories 
about  new  finds.  An  expedi- 
tion to  Greenland  -this  sum- 
mer may  uncover  several  P- 
38s  believed  to  be  preserved 
under  the  snow.  The  end  of 
the  cold  war  could  reveal  a 
treasure  trove  of  Third  Reich 
planes  in  East  Germany,  not 
to  mention  hundreds  of  U.  S. 


planes  that  had  been 
to  the  Soviet  Union  u: 
Lend-Lease  act. 

Finding  a  warbird 
takes  work,  though. 
International,  publi^ 
Challenge  Publicati 
Canoga  Park,  Calif,  (i 
0550),  is  full  of  leads, 
year  subscription  costi 

Next,  talk  to  warbi 
ers.  You  can  find  then 
ing  with  planes  at  an 
next  to  the  Nations 


WARPLANES  TO  BE  AUaiO 


plane  Museum  in  G 
N.Y.  On  the  West 
check  out  the  Van  Ni 
port  in  suburban  Los 
les.  And  in  West  Palm 
Fla.,  stop  in  at  Sherm 
craft  (407  683-0102), 
specializes  in  warbird 

GAS-GUZZLER.  All  W 

are  tricky  to  fly.  The 
so  difficult  that  the  Ai 
used  to  call  it  "the  pile 
er,"  since  anyone  wb 
tered  its  controls  could 
just  about  any  prop  pi: 
fly  a  warbird,  pilots  ne 
cialized  training  and  < 
letter  of  authorization. 

Then  there's  the  opi 
cost.  A  warbird  give 
meaning  to  the  term  g; 
zler,  and  simple  repla( 
parts  can  run  into  tho' 
of  dollars.  With  insurai 
hangar  fees,  it  can  cos' 
than  $500  an  hour  to 
AT-6  trainer. 

But  the  thrill  isn't  co 
to  flying  a  warbird.  It 
be  exhilarating  enou 
stay  on  the  ground  and 
the  prices  soar.  Eric 


Worth  Noting 


■  FED  FREEBIE.  To  get  Cur- 
rent economic  indicators,  in- 
terest rates,  and  other  data, 
link  your  modem-equipped  PC 
to  "Kimberely."  It's  an  easy- 


to-use  new  data  base  at  the 
Federal  Reserve  Bank  of 
Minneapolis.  You  pay  only 
the  phone  charges.  Call  612 
340-2443  for  hookup  details. 
■  HOTEL  FRILL.  Facing  Lin- 
coln Center,  New  York's  re- 
modeled    Empire  Hotel 


boasts  a  compact-disk  player 
in  every  room.  Guests  can 
bring  a  favorite  CD  or  shop 
at  nearby  Tower  Records. 
■  DUPLICATE  DEGAS.  Owners 
of  fine  paintings  can  have 
full-size  copies  made  at  Bos- 
ton's Museum  of  Fine  Arts, 


site  of  a  unique  16-foo1 
camera.  Developed  by  1 
oid  (617  661-8498)  to 
duce  museum  masten 
in  precise  color  and  det 
makes  prints  up  to  40  ii 
by  80  inches.  A  single 
framed,  is  $1,100  to  $1,1 
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The  Private  Bank 
at  Bankers  Trust 


jik  ^ik, 


i/Vorldwide  Asset  Management  for  the  Wealthy  Individual 


The  advantages  of 
a  merchant  bankto  today's 
private  banking  dient. 


Today's  global  economic  environment  is  such  that  finandal 
Derspectives  vary  widely.  For  some,  it  is  a  rocky  terrain  where  one 
treads  with  prudence.  For  others,  it  is  a  fertile  field  of  opportunity. 

At  Bankers  Trust,  we  believe  that  finandal  security  and  f  inan- 
:ial  sophistication  should  not  be  mutually  exdusive. 

"  As  a  bank  whose  traditional  foundation  is  that  of  a  personal 
just  company,  our  purpose  is  to  protect  and  enhance  wealth. 
But  as  part  of  a  global  merchant  bank,  our  unique  strength  is 
:he  ability  to  offer  wealthy  individuals  access  to  sophisticated 
'esources  as  well— from  foreign  currency  to  merger  and  acqui- 
lition  capabilities. 

We  are  a  highly  experienced  private  bank  dedicated  to 
Derformance  and  personal  service.  And,  as  an  integral  part  of 
:he  leading  U.S.  merchant  bank,  we  offer  a  full  spectrum  of 
financial  sen/ices. 

For  those  seeking  such  a  distinct  blend  of  finandal  expertise, 
rhe  Private  Bank  at  Bankers  Tr.ust  invites  you  to  consider  its 
advantages. 


New  York 
Chicago 
Los  Angeles 
San  Francisco 
Miami 
West  Palm  Beach 
London 
Channel  Islands 
Geneva 
Zurich 
Hong  Kong 
Singapore 
Taiwan 
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1990  Bankers  Trust  Company  and  Bankers  Trust  Company  of  Florida,  N,A,  Members  FDIC 


The  Catalog  That 
Helped  JC  Penney 
Save  ^60  Alillion 
A^ar. 


When  JCPenney  moved  to  Texas,  they  saved  enoupfh  money  on  office  space 
alone  to  cover  their  movinjj  costs  in  a  hurry.  Tljcy  also  cut  their  utility  bill  in 
half.  And  quit payinjj  a  state  income  tax.  To 
find  out  more,  call  for  a  free  copy  of  our  hook. 


512-320-9636 


mm 


Korean  Air  Announces  A  Biuier  Schedule  Than  Yourj. 
orean  Air  know.t  that  if  you  H'ant  to  ^uicceei)  in  biicunecU,  you  have  to  Jtay  one  jtep  ahead  Thatli 

n/  we  offer  jo  many  eomrnient  fiightj  froni  the  U.S.  to  the  Orient,  ineludini]  frequent  nonjtop 

ghttf  to  Seoul.  And  we  have  over  120  eonneeting  fliijhtj  a  week  from  Seoul  to  every  other  major 

dtination  in  the  Orient.  So  fly  Korean  Air,  becaiue  our  hiuy  iiehedule  can  keep  up  with  youm. 

KSREAN  AIR 

The  Spirit  of  Korea  ij  in  the  AirT 

1 10C-CA 


For  the  discTimiriaang  guest,  most 
Doubletree  Hotels  offer  a  luxurious 
concierge  level. 


Whenlbu 
Care, 
ItSh(m 


When  you  care,  your  hotels  are 
monuments  to  comfort  and  luxury. 
\bur  rooms  and  all  your  facilities  are 
well-appointed  and  distinctively 
designed. 

And,  when  you  care,  your  cui- 
sine is  nothing  less  than  memorable. 
Everything  prepared  exceeds  your 
guests'  expectations. 

Finally,  when  you  care,  your  ser- 
vice is  exceptional.  Always  attentive, 
Your  entire  staff  goes  out  of  its  way 
to  make  your  guests  feel  special  and, 
of  course,  right  at  home. 

That's  the  kind  of  care  that  goes 
into  every  Doubletree  Hotel.  And  it 
not  only  shows,  it  shines. 

For  reservations,  call  your  trave 
professional  or  l'800'528-0444. 


DC jUBLETREE  HOnHELS 

Vv^N  YOU  CARE,  IT  SHOWS. 


Albuquerque  •  Atlanta  »  Austin  •  Colorado  Springs  (Opens  1990)  ♦  Dallas(3)  •  Denver  ♦  Houston(3) 
Kansas  City  ♦  Los  Angeles  ♦  Louisville  (The  Seelbach)  ♦  Miami  ♦  Monterey  ♦  Nashville  ♦  New  Orleans 
Orange  County  •  Palm  Springs  ♦  Pasadena  •  Phoenix  ♦  St.  Louis  ♦  Salt  Lake  City  •  San  Diego  ♦  Santa  CI 
Seattle(2)  ♦  Tucson  •  Tulsa(2)  •  Vail  •  Ventura 

Or  stay  with  Compri  Hotels  by  Doubletree,  another  fine  MetLife*"  Company  Call  1-800-4-COMPRl. 


to  Companies 

gives  the  starting  page  for  a  story  or  fea- 
3  significant  reference  to  a  company.  Most 
>s  are  indexed  under  their  own  names, 
s  listed  only  in  tables  ore  not  included. 

Integrated  Genetics  68 

Intel  65,93 

Interstate/ Johnson 
Lone  27 

ITT  Commercial  Finance  28 

Iwanomi  Shoten  100 

Philips  38 

Ploytex  86 

PolyGram  38 

Potter  Anderson  & 
Corroon  27 

Cycle-Sat  28 

Primerica  Holdings  29 

letwork 
1 

D 

Procter  &  Gamble  86,  93 

Daewoo  40 

J 

Prudential  Insurance  90 

Dataquest  100 

Japan  Air  Lines  101 

JCB  International  Credit 
Cord  90,92 

Johnson  &  Johnson  86 
K 

R 

cceptonce  28 

1  ,      A'i  Oft 

rimes  40,  VU 
press  90,  92 

Dayton  Hudson  34 
DC  Comics  7 
Deere  93 

Delta  Woodside  27 

Rally's  98 
Rorer  Group  7 

s 

eneral  29 

ome 
6 

DNX  68 
Du  Pont  68 

E 

Kimberly-Clark  86 
Kmart  48,52 

L 

Samsung  Group  40 
Sears,  Roebuck  90 
Sega  of  America  107 
Service  Merchandise  52 

Eastman  Kodak  65 
En-'brex  68 

Lucky-Goldstor  40 
M 

Showmut  Bonk  92 

Shearson  Lehman 
Hutton  94 

Siemens  38 

Sikorsky  43 

Snowbird  Ski  &  Summer 
Resort  101 

echnology  82 
er  Systems  98 
2, 101 

Equal  Access  101 
Ernsts,  Young  27 
Ethicon  86 
Exxon  60 

Monville  34 
Morine  Midland  39 
Matsushita  38 
McDonald's  98 

F 

McDonnell  Douglas 

oony  1  uii,  03 

Federated  Department 
Stores  94 

it  108 

Finance  28 

Stevens  (J. P.)  27 

erica  92 

V  England  90 

Fleetwood  Enterprises  28 
Ford  108 
Fujitsu  100 

MCI  90,  101 
Merck  68 
Merrill  Lynch  94 

Sunbelt  Savings  Association 
of  Texas  60 

T 

1  98 

o 

Mid-Lom  lUl 

T.  Rowe  Price  28 
Thomson  38 
Time  Warner  34 
Toshiba  100 
Transgenic  Sciences  68 
TransTechnology  98 
Tungsram  38 

u 

e  7 

s-Squibb  86 

Gabelli  Asset  Fund  108 
Genentech  68 
General  Electric  93 
GeneScreen  68 
Genetic  Therapy  74 

Midland  Bank  39 

Milliken  27 

MIPS  Computer 
Systems  65 

/VtlTSUI  DOnK  xo 

s  27 

;s)  39 
8 

Genmap  82 

GenPhorm  International  68 

Motorola  93 
Mutual  Shares  108 

N 

Genzyme  68 
GM  29,32 

Greyhound  34 
Grumman  43 

UAL  94 

Universal  Bonk  90 

2 
4 

NCN  Communications  101 
NCR  100 

U.S.  Sprint  101 
U.S.  Surgical  86 

Gulfstreom  Aerospace  43 

KiFr  inn  in7 

INCV_ 

Upjohn  86 

8 

H 

Norwest  Bank  28 

UPU  100 

motional  86 

Honil  40 

o 

w 

Hardee's  98 

Olivetti  38 

Wol-Mort  48,  52 

Stores  48 
,  108 

'6  Research  68 
01 

Harris  Bonkcorp  92 

Highlond  Superstores  48 

Hongkong  &  Shanghai 
Banking  39 

Oncor  68 

Opticol  Radiation  65 
P 

Wendy's  98 
Western  Union  65 
Winnebago  Industries  28 
Woolworth  (F.W.)  93 

Y 

Hyundai  40 
1 

PoineWebber  94 
Penney  (J.C.)  60 

Yasudo  Mutual  Life 
Insurance  94 

2000  101 

IBM  65 

Perkin-Elmer  82 

BREITLING 

1884 


Instruments 
FOR  Professionals 


OLD  NAVITIMER, 
self-winding  chronograph 
18  kt.  gold,  steel  bicolor,  steel. 
Leather  strap  or  metal  bracelet. 


WORLD 

EQUESTRIAN 

GAMES 

STOCKHOLM 
1990 

BREITLING 


BREITLING  USA  INC. 

TWO  STAMFORD  LANDING,  SUITE  165, 
STAMFORD,  CT  06902 
TEL.;  203/3271411 
FAX:  203/3272537 


BUSINESS  WEEK/MAY  28,  1990  111 


Rubber  grippers  on 
each  side  make  phone 
feel  more  secure  and 
improve  shock 
resistance 


Surface  mount 
technology  adds  to 
reliability  and  facilitates 
mmiatunzation 


Body  friendly  design  bts 
comfortably  between 
ear  and  mouth 


Special  indicator  light 
tells  you  when  phone  is 
on  and  working 


Keypad  is  a  single 
sealed  piece  so  dust 
won  f  get  between 
numbers 


Accessory  plug  makes  it 
easy  to  use  mobile 
accessories. 


Specially  designed 
hiinge  won  t  break  when 
straightened 


Patented  antenna 
made  with  materials 
allowing  it  to  bend, 
spring  back  and  work 
even  when  in  down 
position 


Rubber  post  fastening 
adds  to  shock  resistance 


High  im.pact 
polycarbonate  unit 

snaps  together 
elimuiatmg  need  for 
screws 


Patented  metal  core 
circuit  board  allows 
phone  to  work  better  m 
temperature  extremes 


Unique  light  erruttmg 
display  makes  It 
visiibie  in  the  dark 


Motorola  custom 
integrated  circuits 
reduce  parts  and  size. 


Circuit  boards  are 
isolated  mside  plastic  so  ' 
exterior  absorbs  shock 
before  it  reaches  interior 


Special  dual 
microphone  system 
eliminates  exterior 
sounds  for  clear 
transmission 


IT'S  THE  WAY  WE  PUT  THEM 
TOGETHER  THAT  SETS  US  APART. 


1 


At  Motorola,  we  believe 
a  cell'ular  phone  not  only 
should  work  the  first  time 
out  ot  the  box,  but  we  feel 
it  should  cdso  be  working 
years  down  the  road. 

And  after  we  build  them, 
we  mol  :e  it  our  business  to 
er^ure  tney're  built  right 

We  out  our  ohones 


through  one  of  the  most 
ngorous  testing  programs  in 
the  industry:  exposing  them 
to  everything  from  tempera- 
ture extremes  to  assorted 
shock  and  drop  tests 

And  this  painstaking 
attention  to  quality  pays  off. 
Over  the  years  the  quality 
built  inio  our  phones  has 


won  over  more  than  custom- 
ers. It's  also  won  some  very 
prestigious  awards  In  1988, 
Motorola  received  the  first 
Malcolm  Boldnge  award, 
given  by  the  President  of  the 
U.S.  to  recognize  the  quality 
of  Motorola's  equipment 
and  services  And  this  year 
Motorola  received  Japans 


1989  Nikkei  o-vvard  for  cre(  SjJ 
tive  excellence  in  product 
and  services 

The  fact  is,  when  it  com 
to  quality  and  durability  o 
phones  don't  just  stand  out 

They  stand  alone. 


M)  MOTOROLA 


Motorola  Micro  7-A-C  _:nd  Dtgiiai  Perxnal  Corr.mimcator  are  traaerr)arks  ol  hloturoia  Inc  ■£  1^0  Motorola  Inc 


mi 
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s  ahead  for  the  mar- 
signs  are  encouraging, 
ush  and  congressional 
at  least  talking  about 
lash  the  budget.  The 
)nd  sole  went  swim- 
iwing  interest  rates  to 
;  Dow  industrials  to 
heights.  Even  the  beat- 
0  market  is  showing 
imbing  about  3.3%. 
recoveied  about  a 
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)ull  market  in  Japanese 
continues  to  roll  on. 


BONDS 

May  10-16  May      Nov.  May 


■  360  1500 


•  355  1350 
.  354  00 


■  345  1050 


.  340  900 


THE  DOLLAR 

May  10-16  May  Nov.  May 
 1310  1101  


Shearson  Lehman 
Treasury  Index 


Moy  10-16 


J.  P.  Morgan 
Index 


52-week  change 

4  11.5% 


1  -week  change 
-r3.2% 


52-week  change 
t  0.5% 


1  -week  change 
^1.8% 


52-week  change 
-5.1% 


1  -week  change 
-0.4% 


[ET  ANALYSIS 


CKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

S  INDUSTRIALS 
AMIES  (Russell  1000) 
^APANIES  (Russell  2000) 
ANIES  (Russell  3000) 

2819.7 
183.8 
163.9 
195.6 

3.2 
3.2 
1.7 
3.1 

14.5 
9.5 

-2.6 
8.5 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

7.9% 
8.6% 
3.3% 
16.3 

8.0% 
8.9% 
3.3% 
15.7 

8.5% 
8.8% 
3.3% 
12.4 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

STOCKS 

Latest 

Week 

52-week 

S&P  500  26-week  moving  overage 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment;  Vickers  sell/buy  ratio 

340.1 
41.0% 
0.26 
0.90 

339.6 
34.3% 
0.29 
0.89 

Positive 
Neutral 
Neutral 
Positive 

FINANCIAL  TIMES  100) 
KKEI  INDEX) 
(TSE  COMPOSITE) 

2221.1 
31,967.6 
3486.8 

2.4 
3.3 
0.7 

3.0 
-6.0 
-5.0 

(TRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC 

EK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

AND  LOANS 

12.7 

6.0 

GOLDEN  WEST  FINANCIAL 

18.4 

39.4 

313/e 

GAS  DRILLING 

10.4 

52.6 

ROWAN 

16.7 

86.7 

14 

L  EQUIPMENT  AND  SERVICES 

10.0 

46.5 

McDERMOTT  INTERNATIONAL 

12.2 

57.2 

29% 

9.8 

19.9 

GOLDEN  NUGGET 

18.5 

56.7 

351/4 

DUCTORS 

7.9 

34.3 

ADVANCED  MICRO  DEVICES 

17.4 

11.0 

lOVa 

EK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  In  group 

% 

4-week 

change 

S2-week 

Price 

ATE  INVESTMENT  TRUSTS 

-10.0 

-30.7 

LOMAS  &  NETTLETON  MTGE. 

-43.5 

-79.7 

3V4 

TIME 

-8.9 

-35.8 

HANDLEMAN 

-20.5 

-31.8 

15 

CE  3R0KERS 

-4.8 

13.4 

ALEXANDER  &  ALEXANDER 

-16.2 

-4.0 

24 

QUIPMENT  AND  SUPPLIES 

-4.0 

-1 1.8 

XEROX 

-9.3 

-26.1 

49% 

NG 

-2.5 

-18.5 

MEREDITH 

-8.9 

-16.9 

28 1/4 

lAL  FUNDS 


MORNINGSTAR  INC 


lotol  return 

% 

LAGGARDS 
Four-week  total  return 

% 

'ANESE  SMALL  COMPANY 

12.7 

UNITED  SERVICES  NEW  PROSPECTOR 

-5.6 

PAN  GROWTH 

10.3 

USAA  INVESTMENT  GOLD 

-5.3 

STRATEGIES 

9.9 

MACKENZIE  CANADA 

-5.1 

Dtol  return 

% 

52-week  total  return 

% 

SELECT  ENERGY  SERVICE 
STRATEGIES 

NTINENTAL  SMALL  COMPANY 

51.2 
49.9 
45.8 

PRUDENT  SPECULATOR  LEVERAGED 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

NATIONAL  REAL  ESTATE  INCOME 

-20.5 
-17.5 
-14.6 

S&P  500 
4-week  total  return 


(  , , ..J  Average  fund 
52-week  total  return 


nVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


cunts 

the  present 
M  0,000 
sne  year 
ch  portfolio 

;s  indicate 
itol  returns 


U.  S.  stocks 
$11,350 

+  3.59% 


Hi 


Treasury  bonds 
$11,048 

+  1.87% 


III! 


Money  market  fund 
$10,723 

+  0.15% 


Foreign  stocks 
$10,712 

+  4.85%, 


Gold 

$9,747 

-1.43% 


this  page  ore  as  of  market  close  Wednesday,  May  16,  1990,  unless  otherwi; 
ips  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  i 


;  indicated, 
larket  close 


May  15.  Mutual  fund  returns  are  as  of  May  11.  Relotive  portfolios  art 
detailed  explanation  of  this  poge  is  available  on  request 
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THE  TRICKY  ETHICS 
OF  GENETIC  RESEARCH 


Thirty-seven  years  after  James  D.  Watson  and  Francis 
Crick  discovered  dna,  the  genetic  blueprint  for  all  life, 
scientists  are  learning  to  read  the  tales  in  our  genes. 
In  the  past  few  years,  researchers  have  been  able  to  identify 
not  only  the  flawed  genes  that  cause  fatal  diseases  such  as 
cystic  fibrosis  but  also  the  genes  that  may  lead  to  heart 
disease  or  some  forms  of  cancer.  The  research  is  vitally 
important.  Each  discovery  adds  to  the  hope  that  medicine 
will  be  able  to  treat  or  even  prevent  many  human  scourges. 
At  the  same  time,  the  information  is  causing  a  revolution  in 
our  understanding  of  the  mysteries  of  biology  (page  68). 

But  the  age  of  genetics  is  also  creating  tough  ethical 
dilemmas,  raising  questions  that  society  has  yet  to  answer. 
Will  insurers  and  employers  use  genetic  tests  to  deny  cover- 
age and  jobs  to  victims  of  "defective"  genes?  How  will 
parents  decide  whether  to  abort  a  fetus  whose  genes  predict 
a  mentally  deficient,  painful,  or  short  life?  Just  how  far 
should  society  go  in  trying  to  prevent  people  from  passing 
genetic  curses  on  to  their  children?  Will  society  discriminate 
on  the  basis  of  genes? 

A  few  years  ago,  these  questions  seemed  like  science 
fiction.  But  companies  have  already  developed  tests  to  diag- 
nose dozens  of  genetic  conditions — and  are  raring  to  put 
them  into  widespread  use.  And  in  a  society  where  most 
people  don't  know  the  difference  between  a  gene  and  a 
genie,  that  could  spell  trouble.  If  people  don't  understand 
that  harboring  one  copy  of  a  "bad"  gene  does  not  mean 
having  a  genetic  disease,  for  example,  the  genetic  age  could 
bring  about  discrimination  and  needless  anxiety. 

Some  of  the  answers,  we  think,  are  obvious  in  an  enlight- 
ened society.  We  should  use  the  new  tests,  but  never  at  the 
expense  of  individual  choice  and  freedom.  It  should  be  par- 
ents, for  example,  who  decide  whether  or  not  to  test  unborn 
children  for  "bad"  genes-and  whether  to  act  on  the  test 
results.  We  also  need  to  extend  the  laws  that  prohibit  dis- 
crimination against  the  handicapped  to  those  with  genetic 
flaws.  And  we  need  to  bring  more  of  these  issues  into  open 
discussion.  That's  why  we  applaud  the  decision  by  the  Na- 
tional Institutes  of  Health's  Human  Genome  Project  to 
spend  considerable  sums  for  the  study  of  ethical  implications 
of  the  new  science. 


CHOPPING  THE  COST 
OF  THE  S&L  BAILOUT 


The  S&L  mess  keeps  growing  like  a  malignant  fungus 
(page  60),  but  who  is  getting  hit  with  the  bill?  Not 
depositors — they're  insured.  Taxpayers,  perhaps — al- 
though ii  will  take  a  while  for  them  to  incur  the  full  cost  if 
Congress  actually  raises  taxes  or  cuts  spending. 

That  makes  borrowers  the  fall  guys.  By  choosing  to  fund 
the  bailout  of  savings  and  loan  associations  with  40-year 


bonds,  Congress  has  put  upward  pressure  on  interest  p 
In  effect,  we  are  taking  from  borrowers  to  pay  back  cj 
tors  at  the  insolvent  thrifts.  And  at  a  time  when  t^ 
grave  concern  about  maintaining  international  compejt 
ness,  we  are  making  investment  a  little  harder  andt 
expensive.  | 

There  may  not  be  a  better  choice.  But  if  we  are  go|f 
make  the  future  pay  for  today's  failures,  we  should  kej, 
total  cost  as  low  as  possible.  Right  now,  insolvent  thrili 
still  losing  $2  billion  a  month,  as  interest  owed  to  depcti 
exceeds  revenues  from  sickly  assets.  Moreover,  uncen 
about  the  size  of  the  problem  has  squeezed  credit  m;  ; 
and  cut  down  on  even  worthwhile  lending. 

There  are  two  things  we  can  do  to  contain  the  cost  < 
bailout.  First,  let's  do  it  as  cheaply  as  possible.  Get  rid[: 
the  smoke  and  mirrors,  and  have  the  Treasury  do  th;. 
rowing  directly  rather  than  through  the  Resolution  Fijc 
Corp.  That  would  have  saved  about  37  basis  points 
last  bailout  offering. 

Second,  stop  the  hemorrhaging  from  troubled  S&Ls.  I 
lution  Trust  Corp.  head  L.  William  Seidman  has  the! 
idea:  Sell  off  real  estate  and  thrifts  as  fast  as  possibll 
close  the  ones  that  can't  be  sold.  His  goal  of  sellil 
liquidating  141  thrifts  by  the  end  of  June  may  be  hJ 
reach — a  sick  s&L  is  a  hard  sell  in  this  market — bu| 
definitely  moving  in  the  right  direction. 


WHEN  RETIREES  DEMANI 
THEIR  MEDICAL  RIGHTS  U 


Life,  liberty,  the  pursuit  of  happiness  . . .  and  healtlr 
Most  Americans  consider  medical  benefits  a  riglj 
as  inalienable  as  those  mentioned  in  the  Declaratt 
Independence.  And  they're  sending  a  clear  signal  tol 
employers.  As  more  and  more  companies  try  to  cut  m!) 
coverage  for  retirees  or  make  them  pay  some  of^: 
health-care  costs,  retirees  are  hauling  former  employei^i 
court.  And  judges  are  thwarting  management's  effo 
curb  soaring  costs,  ruling  in  many  cases  that  comj 
made  binding  promises  of  lifetime  medical  coverage. 

The  courts'  reasoning  is  simple — and  fair.  Many  c 
nies  don't  give  their  workers  so  much  as  a  hint  that  r 
benefit  plans  might  change,  and  employees  rely  on 
employers'  representations.  The  courts  say  that  com] 
may  not  alter  plans  unless  they  have  specifically  res 
that  right. 

In  particular,  these  court  decisions  affect  older  comj 
with  huge  retiree  obligations.  And  some  of  the  most  { 
ous  companies  are  the  ones  in  the  biggest  cost-contaii 
trouble.  But  managers  seem  to  be  learning  the  lesson 
no  longer  make  promises  to  future  retirees  that  thejS 
not  be  able  to  afford  to  keep.  Employers  also  are  inj 
some  predictability  into  their  future  costs  by  alloting 
ees  a  set  amount  of  money  to  buy  health  care,  witl 
escalation  in  the  cost  of  coverage  to  be  borne  by  the  rel| 

These  steps  may  leave  companies  in  better  financial  13' 
and  tomorrow's  retirees  worse  off.  But  both  sides  will 
what  lies  ahead  and  can  plan  accordingly. 
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he  World's  First  Desktop  Office  Is  Here. 

ATelephone,  Fax,  And  PQ  All  In  One  Unit,  With  A  Touch-Sensitive  Screen. 


lucing  the  Canon  Navigator 

V,  you  can  do  more  work  without 
g  from  your  chair 
I  can  enter  data  into  your  PC  while 
3  with  a  client  on  the  phone.  Receive  a 
lile  while  creating  a  document-then 
at  document.  With  one  machine,  on 
■your  desk. 

act,  the  Navigator  is  the  first  office 
"le  in  the  world  that  lets  you  do  so 
-just  by  touching  its  screen: 
n  Call  your  clients.  You  can  bnng  up 
^  your  500-name  directory  speed- 
J  dial,  re-dial,  set  the  Navigator's 
ring  machine— even  have  it  give  you  a 
up  call-by  touching  its  screen. 
71  Fax  documents.You  can  call  up  the 
j  directory  of  your  C5  fax  machine, 
2J  send  documents  directly  from 


your  screen  and  receive  them  straight  to 
your  disk.  All,  with  a  simple  touch 

Use  your  PC.You  can  pull  up  Micro- 
soft Works  2,0,  which  comes  with 
the  Navigator— with  the  touch  of  a 
finger  So  you'll  have  word  processing, 
spreadsheet  with  graphics,  data  base,  and 
more,  to  help  you  run  your  business  more 
efficiently 

And,  since  you  can  use  software  com- 
patible with  the  IBM  PC/XT'  there  are 
hundreds  of  programs  you  can  benefit 
from. 

Call  1  (800)  733-9500.  And  see 

how  much  easier  work  can  be. 

Microsoft  IS  a  registered  trademark  of  Microsoft 
Corporation  IBM  and  IBM  PC/XTare  registered 
trademarks  of  International  Business  Machines 
Corporation 

CanonuSA  inc  One  Canon  Plaza  Lake  Success  NY  11032 


Canon 


Nj/wiE/vrar^ 


Desktop  Office 


■1990  Canon  US  A 
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low  the  Game  Is  Changing 


Jetworks  of 
Qmputersare 
Itering  the  way 
usinesses  work. 
0  software 
ompanies  need 
ew  products, 
ew  ways  to 
ell  them,  and 
new  service 
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Introducing 


K  Whole  New 


The  totally  new 


1991  fou^doof  Re? 
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,ed-port,  i"*^  -'"'"^f^L  bv  Hselt:  world  dass^  See  V 


OLIALIT^  IN  AMERICA. 


,den«rkolGMCorp 


SIEMENS 


1908.  That  was  then. 


One  of  the  favorites  in  the  The  Great  New  York  to  Pans  Race  was  a  motor  car  named 
Protos.  It  was  built  by  a  company  named  Siemens. 


&  Siemens  C(,rporalion  1990 


1990.  This  is  now. 


Today  Siemens  builds  almost  everything  for  an  automobile  except  the  automobile  itself. 
We  supply  22  of  the  world's  major  car  makers  with  over  700  systems  and  products, 
from  fuel  injectors  and  microprocessors  to  halogen  headlamps.  Those  products  are  only 
some  of  the  many  precision  technologies  made  by  the  10,000  Siemens  people  working  at 
50  U.S.  manufacturing  sites.  In  fact,  with  35,000  men  and  women  working  nationwide, 
Siemens  remains  determined  to  continue  as  a  leader  in  the  kind  of  thinking  that  produces 
innovative  technology  for  everyone.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003A,  Trenton,  New  Jersey  08650 
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PRODUCTION 

Change  from  last  week:  0.1% 
Change  from  last  year:  1,2% 

185   


LEADING 

Chonge  from  lost  week:  —0.1% 
Change  from  lost  year:  1.7% 
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The  production  index  advanced  slightly  for  the  week  ended  May  12.  On  o 
seasonally  odjusted  basis,  auto,  cool,  paper,  ond  steel  output  increased.  Electric 
power,  crude-oil  refining,  and  paperboard  production  all  posted  declines.  Output 
levels  of  trucks,  lumber,  and  rail-freight  traffic  were  unchanged  from  the  previous 
week.  Before  calculation  of  the  four-week  moving  overage,  the  index  dropped  to 
178.6,  from  179.9  tn  the  prior  week. 

BW  production  index  copyright  1990  by  McGraw-Hill  Inc, 


1990  19* 

The  leadinq  index  edged  down  for  the  week  ended  May  12.  The  inde 
downward  trend  since  last  year  signals  continued  sluggishness  in  the  economy.  In  tl 
latest  week,  higher  stock  prices,  lower  bond  yields,  and  faster  growth  rotes  f 
material  prices  and  real  estate  loans  offset  a  decline  in  the  growth  of  M2.  Data 
the  number  of  business  failures  were  unavailable.  Before  calculation  of  the  four-wet 
moving  average,  the  index  jumped  to  213.6,  from  212.6  in  the  previous  week. 
Leading  index  copyright  1990  by  Center  for  Internaiional  Business  Cycle  Research 


PRODUCTION  INDICATORS 


utest  Week    %  Change 

week  ogo     yeiir  ogo 


STEEL  (5/19)  thous.  of  net  tons 


1,955 


l,960s^ 


2.5 


AUTOS  (5/19)  units 


138,967      140,799r3t  -12.9 


TRUCKS  (5/19)  units 


95,545  91,963rJ: 


7.3 


ELEQRIC  POWER  (5/19)  millions  of  kilowatt-hours 


53,188 


51,158* 


5.6 


CRUDE-OIL  REFINING  (5/19)  thous.  of  bbl./doy 


13,155 


13,029* 


-1.9 


COAL  (5/12)  thous.  of  net  tons 


19,875*  19,851 


4.5 


PAPERBOARD  (5/12)  thous.  of  tons 


699.0  #      723. 4r 


-5.1 


PAPER  (5/ 12)  thous.  of  tons 


777.0#  778.0r 


6.4 


LUMBER  (5/12)  millions  of  ft. 


518.8JF  518.0 


9.0 


RAIL  FREIGHT  (5/12)  billions  of  ton-miles 


20.1 


20.3 


2.0 


Sources:  American  Iron  &  Steel  Inst,,  Word's  Automotive  Reports,  Edison  Electric  Inst,,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst,,  WWPA',  SFPA',  Association  of 
American  Railroads. 


EmKEHiEm: 


latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/23) 

151 

152 

140 

GERMAN  MARK  (5/23) 

1.67 

1,64 

1.97 

BRITISH  POUND  (5/23) 

1.70 

1.68 

1.60 

FRENCH  FRANC  (5/23) 

5.61 

5,54 

6.67 

CANADIAN  DOLLAR  (5/23) 

1.18 

1,18 

1.21 

SWISS  FRANC  (5/23) 

1.41 

1,40 

1.73 

MEXICAN  PESO  (5/23)^ 

2,829 

2,819 

2,445 

Sources:  Ma|or  New  York  banks.  Currencies  expressed 
British  pound  expressed  m  dollars. 

in  units  per 

U,  S,  dollar,  except  for 

PRICES 

Urtut 

Week 
ago 

%  Change 
yeor  ago 

GOLD  '5/23)  $/troy  oz. 

364.500 

369,850 

0.8 

STEEL  SCRAP  (5/22)  #  l  heavy,  $/ton 

1 18.00 

1  1 1,50 

3.5 

FOODSTUFFS  (5/21)  index,  1 967  =  1 00 

230,6 

230,4 

0.9 

COPPER  (-5/19)  j,/ib. 

126,2 

125  1 

1.2 

ALUMINU^y:(5/l9)^/lb, 

73,5 

72.3 

-27.1 

WHEAT  (5/  I .    ;r  2  hard,  $/bu. 

3,78 

3.98 

-16.7 

COTTON  (5/19:  .tr.cl  low  middling  1  - 1 /l 6  in.,  i//lb. 

73,65 

72.63 

17.3 

Sources:  London  Wed.  find  setting,  Chicago  mkt..  Commodity  R 
Week,  Kansas  City  mkt,,  Mcnphis  mkt. 

^search  Bureau,  Metals 

1  lEADING  INDICATORS  1 

latest 
week 

Week 
ago 

%Chi. 
year 

STOCK  PRICES  (5/18)  S&P  500 

354.43 

344,24 

CORPORATE  BOND  YIELD,  Aaa  (5/18) 

9.39% 

9.54% 

INDUSTRIAL  MATERIALS  PRICES  (5/18) 

104.5 

103.8 

BUSINESS  FAILURES  (5/11) 

NA 

271 

REAL  ESTATE  LOANS  (5/9)  billions 

$367.7 

$366.7r 

MONEY  SUPPLY,  M2  (5/7)  billions 

$3,272.9 

$3,275.9r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (5/5)  thous. 

353 

349r 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  [index;  1980=100),  Di 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seo 
ally  ad|usts  data  on  business  failures  and  real  estate  loons. 

MONTHIY  ECONOMIC  INDICATORS 

latest 
month 

Month 
ago 

%Ch 
yeai 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Apr.)  billions  $123.3 

$128.6r 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Apr )  millions 

$42,517  - 

-$53,336 

EXPORTS  (Mar.)  millions 

$33,277 

$31,818 

IMPORTS  (Mar.)  millions 

$41,723 

$37,916 

Sources:  Commerce  Dept.,  Treosury  Dept. 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%Ch> 
ye«ir« 

MONEY  SUPPLY,  Ml  (5/7) 

$805.5 

$805.7r 

2 

BANKS'  BUSINESS  LOANS  (5/9) 

326.1 

326.9r 

3 

FREE  RESERVES  (5/16) 

559 

842r 

NONFINANCIAL  COMMERCIAL  PAPER  (5/9) 

149.2 

149.0 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves 
a  two-week  period  in  millions). 

which  are  expresse : 

MONEY  MARKET  RATES 

Utest 
week 

Week 
ago 

Ye 

a< 

FEDERAL  FUNDS  (5/22) 

8.22% 

8.34% 

9.; 

PRIME  (5/23) 

10.00 

10.00 

11.; 

COMMERCIAL  PAPER  3-MONTH  (5/22) 

8.18 

8.21 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/23) 

8.28 

8.30 

EURODOLUR  3-MONTH  (5/16) 

8.29 

8.39 

9.;i 

Sources:  Federa'  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipi 
1  =  Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  ~  Not  available         r  =  revised         NM  —  Not  meaningful 
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47st  Photo  

The  Corporate  Choice 

Join  the  numerous  corporations  who  rely  on  47st  Photo 

Our  professional  corporate  staff  is  always  ready  to  provide  the  personal  attention  you  require 
for  all  your  corporate  needs.  To  open  your  corporate  account,  call  today  1-212-260-1104 

TOSHIBA 

LAPTOPS»iPRINTERS 


The  Perfect 
Traveling  Companion 

Just  5.9  pounds  and  fits  m  a  briefcase. 
MHz  80C86  CPU.  1MB  RAM  standard,  ex- 
pandable to  2  or  3MB.  9"  diagonal  backlit 
LCD,  640x400  graphics,  CGA  compatible. 
Industry-standard  1.44MB  5.5"  diskette  dnve. 
Sculptured  keyboard  with  dedicated  function 
and  cursor  keys. 

TiooosE  Super  Value! 


The  Affordable  TIOOO 

Richly  featured,  yet  weighs  just  6.4  pounds.  In- 
cludes 512KCB  memory,  expandable  to  1.2MB. 
720KB  5.5"  floppy  drive,  reflective  supertwist 
display  and  MSDOS  2.1 1  in  ROM  standard. 
Runs  on  NiCad  rechargeable  batterv  pack  or 
AC  power  for  continuous  operation. 


TIOOO 


Special! 


For  Unequalled  Letter 
Quality  and  Graphics 

Includes  built-in  tractor  feed,  fan-fold  bypas 
tor  single  ^hecf-,  auto  load,  tear  bar,  single  sheet 
feed  guide,  4  parts  forms  capabilitv— all  stan 
dard.  High  spcx-d  drafts  at  216  CPS,  lener  qual 
tv  at  "2  CPS,  high  resolution  graphics  too 
Toshiba  24-pin  print  quality  is  head  & 
Nhoulders  above  the  competition! 


P321SL 


Hot  Deal! 


We  stock  the  complete  line  of  TOSHIBA  laptops  and  printers. 
Come  in  today  and  check  our  low  prices. 


Computers  •  Office  Equipment  •  Cameras  •  Electronics  •  Audio  •  Video 
67  West  47th  St.  •  115  West  45th  St.  •  116  Nassau  St. 

NVt  CA.  Lie  »S0PIS9*91860       NVC  CA  LIC  »800 !■) I -8 1  I62S        NYC  CA   LIC.  »811627 

E.  Meadow  Plaza  Shopping  Center,  E.  Meadow,  N.Y.  (L.I.) 
Mail  Order  Department:  36  East  19th  Street,  New  York,  N.Y.  10003 
To  order  in  New  York  State  call  1-212-608^934 
Out-of-state  toll-free  1-800-221-7774 

We  accept  major  credit  cards 


MoDsoft  com 

software  by  takirig 


Microsoft  makes  over  50  software 
products  for  three  types  of  personal  com- 
puter platforms:  IBM®  PCs  and  compat- 
ibles, Macintosh® and  PCs  running  OS/2. 

A  wide  variety,  indeed. 

Yet,  there  is  unparalleled  consisten- 
cy among  Microsoft  software. 

It  started  15  years  ago,  when  we 
set  out  to  create  powerful  products  that 
are  easy  to  use. 

No  ifs,  ands  or  buts. 

This  credo  isn't  above  the  door  as 
you  walk  in,  or  on  our  softball  jerseys.  But 
it  is  apparent  in  every  product  we  research, 
develop  and  manufacture. 

No  other  software  company  has 
proven  to  be  this  consistent. 

Which  makes  us  different.  By  not 
being  that  different  at  all. 

MICROSOFT  PRODUCTS  HAVE 
SOME  VERY  COMMON  TRAITS. 

By  design,  Microsoft  applications 
will  work  the  same  on  all  of  today's  per- 
sonal computers. 

For  example,  Microsoft  Excel,  our 
spreadsheet,  for  Macintosh,  Windows"" 
and  OS/2  Presentation  Manager  systems, 
will  share  a  majority  of  their  respective 
programs.  A  policy  that  creates  uncanny 
similarities  across  all  three  platforms. 

Secondly,  throughout  our  word  pro- 
cessing, spreadsheet,  graphics  and  inte- 
grated software,  you'll  find  consistency  in 
01  ir  pull-down  menus,  graphical  symbols 
(called  icons),  even  basic  commands. 
Everything  that  can  be  standardized,  is. 

So  working  with  multiple  applica- 
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tions,  exchanging  data,  or  sharing  fiklj 
with  co-workers,  becomes  quite  simple,';  Pi 
Overall,  the  benefit  is  clear.        |  !\ 
Once  you  learn  one  Microsoft  prokiook; 
uct,  you're  well  on  your  way  to  knowirj  \ 
how  to  use  all  Microsoft  products.  Itinn 
A  trait  you'll  find  endearing.      j  rjple  ^ 
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he  same. 

With  Our  Software, 
;   Pictures  do  The  talking. 

A  picture  is  much  more  interesting 
look  at  than  words. 

You  can  gain  more  knowledge  in 
;s  time  from  pictures.  Universally,  more 
ople  can  understand  pictures. 


Microsoft,  suffice  it  to  say,  is  big  on 
pictures.  Which  is  why  our  products  have 
a  liberal  dose  of  them. 

In  technical  terms,  it's  called  graph- 
ical user  interface,  or  GUI. 

What  it  all  means  is  that  complex 
command  sequences  are  replaced  with  a 
simple  point  and  click. 

In  turn,  you  get  more  access  to  the 
power  of  today's  PCs.  Making  you  more 
productive.  Building  your  conhdence  to 
try  new  things.  Creating  new  opportuni- 
ties and  a  new  outlook  for  you. 

You  get  the  picture. 

THE  MORE  THINGS  CHANGE, 
THE  MORE  THEY  STAY  THE  SAME. 

The  personal  computer  industry 
will  continue  to  grow  at  a  tremendous  rate. 

And  we'll  be  a  big  part  of  it.  But  it 
won't  change  us.  We'll  continue  to  make 
software  that's  more  powerful,  while  si- 
multaneously making  it  easier  to  use. 

For  more  information  on  any  of  our 
products  from  systems,  languages  and 
local  area  networks  to  applications,  call 
(800)  541-1261,  Department  L17. 

You'll  see  how  everything  fits  to- 
gether And  how  Microsoft  products  for 
different  types  of  personal  computers  look 
and  work  the  same. 

Which  means  that  by  design,  entire 
corporations  can  use  Microsoft  software. 

One  person  at  a  time. 

Microsoft 

Making  it  all  make  sense" 


Computer,  Incorporated.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  © 1990 Microsoft  Corporation.  A II  rights  reserved. 
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U.S.  GLOBAL  COMPANIES 
ARE  JOHNNY-COME-LATELIES 

As  a  30-year  veteran  of  multinational 
corporations,  I  am  in  full  agree- 
ment with  the  suggested  objective  that 
the  multinationals  of  the  1970s  turn 
themselves  into  the  global  stateless  cor- 
porations of  the  1990s  ("The  Stateless 
Corporation,"  Cover  Story,  May  14). 

Alas,  the  U.  S.  is  once  again  trailing. 
Look  at  your  own  summary  of  45  manu- 
facturing companies  that  derive  at  least 
A07(  of  worldwide  sales  from  outside 
their  home  countries:  Only  20  are  U.  S.- 
based  while  24  are  based  in  either  Eu- 
rope or  Japan — the  relative  percentages 
speak  for  themselves. 

In  defense  of  the  U.  S. -based  multina- 
tionals, one  can  only  point  out  that  there 
is  a  greater  necessity  and  incentive  for 
multinationals  based  in  relatively  small 
home  countries  such  as  Switzerland, 
Sweden,  and  the  Netherlands  to  "go 
global"  than  for  the  U.  S.,  which  has 
such  a  vast  domestic  market  potential. 

The  latter  is,  however,  no  excuse  for 
not  becoming  global. 

Karl  H.  Pagac 
Pagac  &  Associates 
London 

In  reference  to  your  article,  the  drive 
of  the  stateless  corporation  should 
also  be  considered  in  light  of  its  ability 
to  shift  tax  and  accounting  matters  to 
the  most  preferable  jurisdictions  to  mini- 
mize taxes  and  maximize  earnings. 

Via  transfer  prices,  profits  can  be 
shifted  to  low-tax  jurisdictions.  Differ- 
ences in  accounting  treatment  can  allow 
acquisitions  to  take  place  and  can  even 
reshape  entire  industries. 

For  example,  many  of  the  U.  S.'s  ad- 
vertising agencies  are  now  owned  by  the 
British  because  British  companies  can 
charge  goodwill  directly  to  equity  with- 
out having  to  charge  earnings  with 
goodwill  amortization. 

Jerrold  M.  Newman 
New  York 

For  the  most  part,  your  assertion  that 
"statelessness"  is  a  healthy  trend  is 
probably  true.  However,  if  the  scenario 
depicted  by  Otis  Elevator  Inc.'s  develop- 


ment of  the  Elevonic  411  system  is 
indication  of  global  teaming  arran^|< 
ments,  it  emphasizes  the  secondary  sUr, 
ure  of  U.S.  manufacturing  capabilitiii i 
in  the  stateless  hierarchy. 

Too  often  systems  integration  (SI)  i 
offered  as  a  panacea  for  inherent  wee^i 
nesses  in  the  product-development  pitr 
cess.  If  U.  S.  companies  position  the?  i 
selves  as  purveyors  of  prograj; 
management  or  project  coordination  (i.ii ; 
as  a  systems  integrator)  in  a  statelej^i 
market  they  will,  by  default,  deempl;ir 
size  the  needed  enhancement  of  o'f': 
manufacturing  base,  assume  an  inorn 
nate  amount  of  risk  in  the  developme?-: 
phase,  and  probably  realize  limited  h;) 
turns  throughout  the  product  life  eye.  i 

Conversely,  a  strategic  application 
SI,  which  bolsters  the  almost  mythict") 
value-added  concept,  could  give  a  co*: 
petitive  niche  for  U.  S.  companies.  Ts 
operative  word  is  strategic,  which  ik': 
plies  investment  and  patience,  attribulK 
we  must  acquire  to  be  compliant  wiJ; 
the  demands  of  a  stateless  economy, 

J.  FarrF 
Williston  Park,  N.  ... 

WHEN  ARE  EXECUTIVE  SALARIES  ! 
OVERCOMPENSATION?  

Regarding  your  Cover  Story  "Exec*' 
five  pay"  (May  7),  I  don't  think  ar? - 
one  should  be  paid  the  kind  of  annvl 
salaries  those  top  chief  executive  ol^ 
cers  were  given  last  year. 

It  is  unconscionable  that  three  of  t; 
top  officers  of  McCaw  Cellular  Comn- 
nications  got  a  total  of  $92,748,000,  es)- 
cially  in  light  of  the  revelation  in  yc: 
article  that  their  company  has  ne\' 
earned  a  profit. 

I'm  glad  I  don't  own  stock  in  any  f 
the  companies  listed  in  your  tables.  II 
did,  I'd  feel  cheated  out  of  money  tlt 
should  have  been  paid  out  to  investo. 

Stewart  B.  Sim: 
Greer,  S. 

The  executive  pay  story  made  f 
reading  for  some,  must  reading 
others,  and  anguished  reading  for  1 
envious.  But  something  critical  v, 
missing.  Regardless  of  the  degree 
success  achieved,  these  highly  paid  p 
pie  pay  a  price  in  devotion  to  their  w( 
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OPEN  FOR  BUSINESS 


We're  very  pleased  to  announce  the  opening  ot  our  ottite  in 
East  Berlin. 

Staffed  by  banking  professionals  from  East  Ciermany  and  from 
Salomon  Brothers  AG  in  Frankfurt,  this  new  office  combines  the 
advantage  of  local  expertise  with  the  capabilities  of  a  global  finan- 
cial institution. 

So  it  you're  considering  doing  any  business  in  P'astern  Europe, 
remember  that  we're  right  in  the  neighborhood. 


Salomon  Brothers 


Most  of  the  time  we  work  on  challenging  proble 


We're  at  home  on  the  high  seas. 
For  more  than  40  years.  Raytheon 
has  been  supplying  the  Navy  and 
commercial  vessels  with  the 
latest  in  electronic  equipment. 

During  that  time,  we've 
solved  many  complex  problems 
for  big  ships. 

But  there's  another  side  to  our 
marine  electronic  business. 

Raytheon  makes  a  complete 
line  of  integrated  electronic 
equipment  tor  sport  fishermen. 

Fish  Finders.  Radar.  Loran. 
Global  Positioning  Systems. 


Track  Plotters. 

Sportfishing  is  a  tough  and 
competitive  sport.  It  s  a  race 
against  time  and  a  race  against 
other  fishermen. 

Our  electronic  equipment  helps 
fishermen  get  to  the  fish  faster 
and  find  them  easier. 

A  fully  equipped  sportfishing  boat 
represents  a  serious  investment. 

Naturally,  the  sport  fisherman 
takes  his  fishing  seriously. 

So  do  we. 

Raytheon  Company,  141  Spring 
Street,  Lexington,  MA  02173. 


we  also  go  fishing. 


Raytheon 


Where  quality  starts  with  fundamentals 


that  not  many  people  are  willing  to  pay. 

While  there  are  certainly  some  who  do 
not  put  forth  a  Herculean  effort,  I  sus- 
pect that  "going  all  out"  is  the  rule. 

Theodore  Schlissel 
President 
Equity  Information  Corp. 

New  York 

HOW  'DUMPING'  HELPS  JAPAN 
OUTDO  THE  U.S. 


In  your  article  "Japan's  silent  majority 
starts  to  mumble"  (Cover  Story,  Apr. 
23),  there  is  a  remakably  frank  admis- 
sion by  the  Japanese  that  they  are  in 
fact  "dumping"  on  us. 

You  report,  "Most  infuriating,  a  third 
of  Japanese  manufactured  exports  are 
more  expensive  in  Japan  than  in  the 
U.  S."  No  kidding.  How  do  you  think 
they  manage  to  out-do  us?  They  sacri- 
fice their  own  people  to  build  a  trade 
surplus  by  allowing  the  manufacturers 
to  make  enough  on  the  domestic  sales  to 
sell  the  exports  at  less  than  cost. 

Another  case  in  point  are  the  two  new 
luxury  sedans,  the  Toyota  Lexus  LS400 
and  the  Nissan  Infiniti  Q45.  After  test- 
driving  both  cars,  I  asked  the  managers 
if  these  models  were  available  on  the 
domestic  Japanese  market.  In  both  cases 
the  answer  was  no.  The  Nissan  and 
Toyota  folks  charge  enough  on  their  do- 
mestic models  to  allow  them  to  sacrifice 
on  luxury  exports  but  meanwhile  expect 
the  Japanese  to  do  with  the  cheaper 
models  and  keep  their  money  in  the 
bank.  This  is  a  form  of  corporate  fas- 
cism if  ever  there  was  one. 

Edward  J.  Toner  Jr. 
Howell,  N.  J. 

A  HOUSE  VOTE 

FOR  CAMPAIGN  REFORM  

As  one  who  has  dedicated  himself  to 
public  service,  specifically  in  the 
House  of  Representatives,  I  used  to  get 
defensive  about  the  harsh  treatment 
Congress  receives  from  its  critics  ("Con- 
gress," Cover  Story,  Apr.  16).  Not  any- 
more. Congress  does  need  reform  from 
top  to  bottom,  and  the  need  is  urgent. 

As  the  House  Republican  Leader,  I 
proposed  at  the  beginning  of  the  101st 
Congress  that  this  Congress  be  known 
as  the  "reform"  Congress.  Critical  re- 
forms, I  suggested,  were  needed  in  eth- 
ics, campaign  finance,  and  rules  and  pro- 
cedures. Ethics  has  been  addressed,  and 
I  believe,  fairly  successfully.  Congress, 
especial!',  the  House,  has  imposed  new 
restrictiCijiS  on  the  behavior  of  its  mem- 
bers. I  am  not  optimistic,  however,  about 
the  other  two  reform  areas.  Campaign 
reform  is  illustrative  of  what  your  arti- 
cle termed  the  "spinelessness"  of  Con- 


gress. We  have  a  historic  opportunity  to 
pass  campaign  reform  this  year,  but  the 
opportunity  may  well  be  lost. 

In  anticipation  of  serious  bipartisan 
negotiations  on  campaign  reform  flow- 
ing from  the  commitments  made  by 
Speakers  Jim  Wright  and  Thomas  S.  Fo- 
ley, House  Republicans  developed  a  com- 
prehensive 25-point  plan  for  reform.  The 
final  product  was  approved  by  the  Re- 
publican Conference  in  September,  1989, 
after  months  of  internal  debate. 

Seven  months  have  passed,  and  not 
much  else  is  on  the  table.  Further  nego- 
tiations with  the  Democrats  that  would 
lead  to  a  bipartisan  consensus  are  un- 
likely. Some  suggest  it  is  because  Demo- 
crats can  have  their  cake  and  eat  it,  too: 
They  will  use  campaign  reform  as  a 
campaign  issue  while  keeping  the  pres- 
ent system,  which  favors  incumbents. 
House  Republicans,  on  the  other  hand, 
are  serious  about  reform  and  want  to 
pass  a  bill  that  will  be  signed  by  the 
President,  a  bill  that  may  hurt  incum- 
bents like  myself  but  open  up  our  politi- 
cal process. 

Robert  H.  Michel  (R-Ill.) 
Republican  Leader 
U.  S.  House  of  Representatives 
Washington 

AN  OUNCE  OF  CANCER  PREVENTION 
IS  STILL  WORTH  A  POUND  OF  CURE 

Your  excellent  article  on  cancer  re- 
search ("Stopping  cancer  in  the 
starting  blocks,"  Science  &  Technology, 
Apr.  2)  made  one  important  omission. 
The  technology  of  cancer  prevention  has 
grown  sufficiently  in  the  past  decade  to 
eclipse  other  approaches  to  the  problem. 

The  National  Cancer  Institute  reports 
that  80%  of  cancers  are  potentially  pre- 
ventable. Tobacco  is  responsible  for  30%. 
Dietary  factors  are  responsible  for  at 
least  35%,  and  radon,  X-rays,  and  other 
radiation,  chemical  exposure,  medication, 
alcohol,  and  overexposure  to  the  sun 
make  up  most  of  the  remainder. 

It  is  critical  that  our  preoccupation 
with  the  search  for  the  "silver  bullet" 
that  might  cure  cancer  not  blind  us  to 
the  steps  we  can  take  to  stop  cancer 
from  starting  in  the  first  place. 

Neal  D.  Bernard,  M.  D. 

President 
Physicians  Committee  for 
Responsible  Medicine 
Washington 

IF  YOU  PAY  FOR  CHILD  CARE, 
YOU  SHOULD  GET  A  TAX  BREAK 

In  "The  child  care  bill  could  spark  a 
middle-class  revolt"  (Top  of  the  News, 
Apr.  23)  you  report  that  "some  feminists 
have  qualms."  I  don't  think  you  have  to 


be  a  feminist  or  middle  class 
fault  with  an  unjust  system. 

At  the  root  of  the  child  care  debit 
lies  the  deplorable  fact  that  dome^. 
work  is  not  yet  considered  real  wo. 
People  who  must  pay  for  child  care  tar 
hire  domestic  help  of  any  kind  as  a 
suit  of  having  a  job  are  as  much  empl 
ers  as  factory  owners  or  any  other  b 
ness  person.  They  are  contributing 
the  economy  in  the  same  way:  increas 
their  own  productivity  and  earni 
by  hiring  others.  In  doing  so,  they 
serve  the  same  tax  benefits  accorc 
any  employer. 

The  government's  loss  of  reven- 
would  be  offset  to  some  extent  by ' 
come  tax  and  Social  Security  contri- 
tions gained  as  a  result  of  formaliz  e 
these  relationships. 

Furthermore,  if  domestic  workc 
were  finally  brought  into  the  systtf 
they  might  begin  to  get  the  respect 
deserve  for  providing  such  an  essenb 
service. 

Gisela  Moriar 
Taipei,  Taiv^i 

REVIEWING  GM'S  POLICY 
ON  BORROWING  IN  BRAZIL 


The  econom.ic  conditions  in  Brazil  h;' 
certainly  had  an  influence  on  Gei^ 
al  Motor's  operations  there,  but  yj 
coverage  of  the  situation  contains  an 
roneous  statement  ("How  business] 
hog-tied  in  Brazil,"  Internationa!  B 
ness,  May  14). 

In  the  article,  you  state:  "Aire; 
Collor's  program  has  forced  GM  to 
unusual  measures,  such  as  seeking 
first  Brazilian  bank  loan  in  65  years 
arranging  for  the  parent  company: 
guarantee  it." 

Neither  point  is  true.  General  Mo' 
Corp.'s  Brazilian  subsidiary,  GM  do 
sil,  has  borrowed  periodically  during 
past  65  years  depending  on  the  sta 
the  auto  market  and  its  own  fun 
requirements. 

In  addition,  as  a  matter  of  policy, 
eral  Motors  does  not  provide  guaran 
for  borrowings  by  its  local  subsidia: 
Though  recent  events  have  had  a  sev] 
impact  on  GM  do  Brasil,  parent  comp 
loan  guarantees  were  neither  requi 
nor  provided. 

William  B.  Win 
Direi 
Public  Relati 
General  Motors  C 
New  Y 


Letters  to  the  Editor  should  be  sent  to  Res 
Report,  Business  Week,  1221  Avenue  of  the  Ai 
cas.  New  York,  N.  Y,  10020.  Fax:  (212)  5^2■A 
Telex:  12-7960,  Intl.  4998204.  All  letters  mu: 
elude  an  address  and  daytime  and  evening 
phone  numbers.  We  reserve  the  right  to  edit  I 
for  clanty  and  space. 
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EXCELLENCE 


ESiASON 


For  the  Armitron  Dealer  ■ 
nearest  you  call  toll  freel 

1'800-937-005(i 

From  9:00am  to  4:00pni 
Eastern  Daylight  Time  (EOT)  \ 


ire  as  fiood  as  the  Fold  Taurus 
U  forth  but  once  per  generation 

—Car  £md Driver  li 


nsferable  6/60  powertrain  rarranfy. 

Covers  you  and  future  owners  on  major 
/ertrain  components  for  6  years/60,000 
3s.  Ask  to  see  a  copy  of  this  limited  war- 
y  at  your  Ford  Dealer. 

»t-built  American  cars. 

rhe  best-built  American  cars  are  built 
^ord.  This  is  based  on  an  average  of 
sumerrreported  problems  in  a  series  of 


models  designed  and  built  in  North  America. 
At  Ford,  "Quality  is  Job  1." 

Taurus  for  1990  comes  equipped  with  a 
driver  air  bag  supplemental  restraint 
system. 

Ford  Taurus 

Have  you 4riven  a  Ford... lately?  j 


mammk 


FATHER,  SON  A  CO.:  MY  LIFE  AT  IBM  AND  BEYOND 

By  Thomas  J.  Watson  Jr.  and  Peter  Petre 
Bantam  Books  •  468pp  •  $22.95 


TERRIBLE  TOMMY  WATSON 
TELLS  ALMOST  ALL 


le  was  a  terror  as  a  kid,  a  prank- 
ster who  dumped  skunk  juice  into 
I  his  school's  ventilation  system, 
forcing  classes  to  be  canceled.  As  a  teen- 
ager in  the  1930s,  he  tried  pot.  Academi- 
cally, he  was  a  flop.  In  rejecting  him  for 
admission,  a  Princeton  University  dean 
called  him  a  "predetermined  failure."  Yet 
he  became  one  of  the  most  powerful  exec- 
utives of  his  generation. 

Terrible  Tommy  Watson,  son 
and  successor  to  Mr.  IBM,  now 
tells  almost  all  in  Father,  Son 
&  Co. ,  the  latest  CEO  autobiog- 
raphy to  hit  the  bookstores.  It 
is  an  eagerly  awaited  addition 
to  the  genre,  for  Thomas  J. 
Watson  Jr.,  now  76  years  old, 
stands  as  an  icon  of  American 
management.  From  1956,  when 
he  became  chief  executive, 
through  1970,  his  last  full  year 
at  the  helm,  the  company  grew 
from  a  $735  million  punch-card 
and  tabulating-machine  compa- 
ny into  a  $7.5  billion  computer 
giant. 

Assisted  by  Peter  Petre,  a 
journalist  at  Fortune,  Watson 
has  written  a  casual  memoir.  It 
reads  more  like  a  long,  mean- 
dering chat  with  a  gent  at  the 
Harvard  Club  than  the  serious, 
reflective  text  one  might  hope 
for  from  a  man  who  has  led 
such  a  remarkable  life. 

Still,  there  is  much  of  inter- 
est here.  Most  fascinating  is 
Watson  Jr.'s  harsh  portrait  of 
his  famous  father.  Watson  Sr., 
he  writes,  drove  out  the  compa- 
ny's most  able  executives,  sur- 
rounded himself  with  yes-men,  and  failed 
to  grasp  the  significance  of  the  computer 
age.  "My  father  initially  thought  the  elec- 
tronic computer  would  have  no  impact  on 
the  way  IBM  did  business  . . .  Dad  was  like 
the  king  who  sees  a  revolution  going  on 
in  the  country  next  door  to  his  own,  yet  is 
astounded  when  his  own  subjects  get 
restless.  He  didn't  realize  that  an  old  era 
had  ended  ;uuJ  a  new  era  had  begun." 

At  points,  Watson  is  extraordinarily 
candid,  especially  in  detailing  his  volatile 
relationship  with  his  father.  As  a  youth, 
Tom  Jr.  was  often  defiant,  lighting  ciga- 
rettes at  the  dinner  table  and  staring  at 
the  ceiling.  Little  seems  to  have  changed 


when  he  joined  IBM.  He  comes  across  as  a 
spoiled  brat,  blushing  at  his  father's  at- 
tempts to  stack  the  odds  in  his  favor  yet 
often  asking  for  more. 

On  the  first  business  day  of  1940, 
young  Watson,  25,  became  IBM's  top 
salesman.  His  dad  had  thrown  a  major  ac- 
count into  his  territory  to  make  him  look 
good.  In  one  day,  he  filled  his  quota  for 
the  entire  year — an  arranged  accomplish- 


WATSON:  A  HIGH-STRUNG  TEMPERAMENT— AT  WORK  AND  AT  HOME 


ment  that  made  headlines  in  the  employ- 
ee newspaper.  Watson  says  he  resented 
such  favoritism,  yet  in  1952,  he  coaxed  his 
father  into  making  him  president,  appar- 
ently before  the  old  man  wanted  to  relin- 
quish the  role. 

The  two  fought  constantly  over  almost 
everything,  to  the  point  that  Watson  Jr. 
wondered  if  he  might  suffer  a  nervous 
breakdown.  He'd  carry  his  frustrations 
home  and  act  them  out  by  finding  fault 
with  his  wife  and  children. 

The  battles  between  father  and  son 
grew  more  tortured,  often  bringing  both 
to  tears.  After  one  clash,  Watson  Jr. 
stormed  out  of  the  office  to  catch  a  flight 


to  California.  Undaunted,  his  frail, 
year-old  father  took  a  limo  to  La  Guar(3 
Airport  to  continue  the  debate. 

Watson  Jr.  tells  how  his  father  ma,: 
his  way  across  the  tarmac  and  took  h 
son's  arm.  "  'God  damn  you,  old  m;i! 
Can't  you  ever  leave  me  alone?'  I  said 
didn't  strike  him,  but  I  ripped  my  a' 
away  with  great  vigor,  turned  my  ba« 
and  went  up  into  the  plane."  Afterwaf. 
he  writes,  "I  was  beside  myself,  terrifi 
that  he'd  be  dead  before  I  could  talkr 
him  again,  and  I  was  going  to  havec 
live  .  .  .  with  the  knowledge  that  c 
cursed  my  father,"  • 
In  the  late  1960s,  Watson  Jr.  says,  p^ 
fessional  stress  affected  his  temperamtk 
ever  more  negatively.  By  his  own  > 
count,  he  would  fly  into  rages  over  s\k 
petty  matters  as  the  way  snow  v,* 
plowed  in  IBM's  parking  lot.  il 
home,  he  would  argue  with  n 
wife,  then  lock  himself  in  t 
dressing  room  while  she  plei 
ed  with  him  to  come  out.  ! 

This  is  hardly  the  stuff  o  i 
typical  CEO  autobiography.  I  ■ 
Father,  Son  &  Co.  does  suf  3 
from  many  of  the  flaws  peji- 
liar  to  that  genre.  The  airph 
scene  notwithstanding,  it  laclf 
vivid  dialogue,  well-develojjc 
characters,  and  even  a  meas 
of  introspection. 

Indeed,  like  IBM  itself  th(ji 
days,  Watson's  book  see 
overlarge  and  not  really  up 
its  task.  Although  it  is 
pages  long,  the  autobiograi 
is  surprisingly  superficial.  Wj 
son  devotes  all  of  three  si 
tences  to  what  he  terms  ' 
biggest  opportunity  my 
man  ever  missed"— his  fath 
failure  to  buy  the  patents 
xerography. 

Watson  often  makes  won 
fully  provocative  rema 
about  management.  "A  b^ 
ness  is  a  dictatorship,  and  tjr. 
is  what  makes  it  really  movj 
he  proclaims  at  one  point.  ' 
best  way  to  motivate  people  is  to  pit  t\ 
against  one  another,"  he  advises  e 
where.  And:  "A  good  businessman  has 
be  an  actor.  You  have  to  make  a  showj 
getting  angry  a  lot  more  often  than 
really  lose  your  temper."  But  in  each 
stance,  he  veers  off  onto  some  other  tc 
without  fully  exploring  or  explain 
what  he  means. 

Sadly,  then,  Watson's  remarkable  c 
dor  serves  no  larger  purpose.  What 
he  learned  over  these  amazing  yea 
What  reasoning  went  into  his  import! 
business  decisions,  including  the  one] 
build  IBM's  System/360  computers, 
line  of  products  that  revolutionized  th 
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Inaperfeaworlc 
applications  fomdiflferent 
compardes  wDuHw^ 
together  like  they 
fiom  the  same  company 


NAS-Thepl 

for  an  imp: 


Digital's  Network  Application 
Support  (NAS)  lets  you  integrate 
applications  and  share  information 
across  your  multivendor 
environment. 
Up  to  now,  the  dream  of  getting 
all  your  applications  to  work  together 
has  been  just  that -a  dream.  Digitals 
NAS  now  makes  it  a  reality. 

NAS  is  a  set  of  software 
products  for  using  and  developing 
integrated  applications  running  on 
different  vendors'  systems.  While 
other  computer  companies  are  stiO 
wrestling  with  how  to  get  their  own 


computers  to  work  together,  Digital  - 
a  company  whose  computers  have 
always  worked  together -ofters  a  way 
to  get  your  applications  to  work 
together.  Even  those  running  on  sys- 
tems that  aren't  ours.  In  fact,  NAS 
works  across  the  widest  range  of 
systems  in  the  industry. 

NAS.  How  it  works. 

Using  a  typical  example,  we'd 
like  to  show  you  one  of  the  many 
ways  NAS  can  be  used  in  your  real- 
world  environment. 

You  can  take  graphics  from 
an  Apple  Macintosh/  a  Lotus"' 


spreadsheet  from  an  MS-DOS  ""■tra 
drawing  from  a  UNIX'"  workst: 
data  from  an  IBM"' mainframe, 
scanned  image  from  the  netwo 
integrate  them  all  into  a  single  r 
You  can  then  send  it  electronic;  If 
to  others  anywhere  on  the  netw 
and  even  include  up  to  the  min' 
connections  to  source  data.  SouBkIjii 
easy?  With  NAS  it  is. 

NAS.  Why  it  works. 
Achieving  integration  like 
requires  just  the  things  Digital  i 
very  good  at.  Like  networking.  M 


CA-Superlmage"' 


Interleaf"  TPS 


Odesta  Document  I 
Management  Systems  | 


Ctirporalion  MS  IXJS  ts  a  iradcmark  ol  Mitfosiih  (.<i[Tv.ral]on 
Iradtmar atxnv  art-  ibc  pmpt-nv  I'f  ih,  ir  rrspftlivc  holders 


i-k-|.l»,i»-,iml  kk-tral.hl  .nnpaliv  IHM  iv  a  riwMiT,  d  I  f  .1.  lo 


Ail  >  'lU  i  n.niMcn--d  and  uniVfii^ 


mum 


feet  solution 

fectwodd. 


e  compatibility.  And  the 
m  and  promotion  of  open 
ds.  Digital's  leadership  in 
id  other  key  areas  is  what 
MAS  unique. 

\S.  What  it  means  to  you, 

mply  put,  NAS  gives  you 
led  freedom  of  choice. 
)r  IS  managers,  NAS  means 

I  choose  to  grow  in  any  direc- 

II  want.  Also,  the  systems  you 
1  the  past  will  work  with  NAS. 
r  investment  is  protected. 


LL-IN  r"  DESKloi 


For  developers,  NAS  means  you 
can  write  software  once  and  know  it 
will  work  on  other  systems.  Savings 
in  time  and  money  can  be  substantial, 
allowing  you  to  focus  on  improving 
your  applications  or  reducing  the 
backlog. 

For  users,  NAS  means  you  can 
continue  to  use  the  applications 
you're  most  comfortable  with,  but 
also  be  able  to  share  information  with 
others  much  more  easily. 

For  the  whole  company,  NAS 
means  that  with  more  computers 
working  together,  more  people  are 


DECwrite 


Mathematica'" 


working  together.  That,  of  course, 
means  more  productive  workers  and 
the  ability  to  compete  more  effectively. 
NAS.  Available  now. 
Getting  all  your  applications  to 
work  together  is  not  some  promise, 
somewhere  down  the  road.  NAS  is 
here.  Now.  For  more  information 
on  NAS,  call  1-800-343-4040,  ext.  376. 
Or  call  your  local  Digital  sales  office. 

Digital 

has 

it 
now 


Executive  Edge 


MACpaint ' 


dustry?  You  won't  find  satisfying  i- 
swers  here.  In  the  end,  Father,  Son-& 
Co.,  oddly  enough,  seems  to  behttle  le 
author's  accompHshments  and  triumph 

BY  JOHN  BYFE 
Senior  Writer  Byrne,  who  specializes  n 
manageinent,  co-authored  John  Scullt'-- 
autobiography,  Odyssey. 


BOOK  BRIEFS  I 


After  all,  a  man  doesn't  get  promoted  every  day. 

Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
thiey're  worth. 

So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the 
men  of  Macanudo  still  take  more  than  two  years  to  turn  the  finest 
tobaccos  in  the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way 
the  first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this 
is  the  cigar  with  the  sweet  smell  of  success. 

This  Father's  Day,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you.  And  let  any  moment 
worth  savoring  linger  in  your  mind  with  all  the  taste  and  aroma 
of  a  Macanudo. 


MACANUDQ 

The  Ultimate  Cigar 
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AGAINST  GRAVITY:  FROM  PARIS  TO  DAKfl 
IN  THE  WORLD'S  MOST  DANGEROUS  RAC 

By  Ed  ^ylcCabe 

Warner  Books  •  290pp  •  $22,95 


At  47,  legendary  adman  Ed  McGie 
was  at  the  pinnacle  of  his  prols- 
sion,  but  miserable.  As  a  cop;v- 
riting  wunderkind,  he  had  coined  the  o- 
gan  "It  takes  a  tough  man  to  maki.a 
tender  chicken"  for  poultry  magn:e 
Frank  Perdue.  His  agency,  Scali  McC;)e 
Sloves,  had  grown  from  an  upstart  ji 
shop  to  a  Madison  Avenue  heavy wei^t 
He  had  savored  every  perquisite  of  sc- 
cess:  a  lavish  country  home,  a  jet-set  o- 
cial  life,  a  Chinese  houseman  narsd 
Wong. 

But  he  had  also  racked  up  two  fasd 
marriages  and  contracted  chronic  midfe 
ennui.  So  McCabe  fired  Wong,  quit  is 
job,  and — with  his  girlfriend,  photoja- 
pher  Carolyn  Jones — set  out  to  beccie 
the  first  American  to  finish  the  treaclr- 
ous  Paris/Dakar  Rallye.  Against  Gn 
ty  is  an  absorbing  account  of  the  coup 
torturous  endurance  training  and  g;  i 
effort  to  complete  the  8,000-mile  i 
through  the  Sahara.  (They  were  disiiiii 
fied  after  their  Mercedes-Benz  sputtf: 
out  of  gas  just  short  of  a  filling  statio  n 
Niger.) 

McCabe  swaggers  through  the  tale 
a  refugee  from  a  Hemingway  story:  I 
forever  threatening  to  smack  some  tri 
lent  rally  official.  And  it's  clearly  im] 
tant  to  him  to  tell  us  that,  before  ace 
ing  the  ascetic  lifestyle  demanded 
Jones  and  his  training  regimen,  he 
cut  a  swath  through  a  bevy  of  glamor 
women.  But  it's  no  accident  that  Mc 
was  the  youngest  person  ever  electee 
the  Advertising  Copywriters  Hal] 
Fame.  His  writing  crackles  with  the  tl 
and  terror  of  hurtling  through  the 
serfs  bewildering  emptiness. 

One  gets  the  feeling  that  McCabe's 
tor  asked  him  to  slip  in  a  few  busir 
references  to  make  this  a  sort  of  pick- 
up for  the  male-menopausal  execut 
But  his  few  corporate  observations 
bromides:  'T've  always  believed  that 
way  to  be  happy,  and  to  make  monej 
to  stick  to  your  beliefs."  Against  Gra 
doesn't  need  to  be  inflated  into  a  pan 
for  dispirited  businessmen.  It  works  , 
fine  as  a  one-of-a-kind  adventure  yarn 
BY  MARK  LAND 
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For  more  information  about  WordPerfect  5.1, 
see  your  local  dealer.or  call  us  at 
(800)-526-5178. 


The  Producer: 


To  see  the  HP  LaserJet  III  in  action, 
just  see  your  local  dealer. 


\rd  A  Cast  Of  Thousands: 


With  WordPerfect  5.1®  and  the 
vlett-Packard  LaserJet  III  printer,  it  takes  no 
e  at  all  to  produce  blockbuster  work. 

Everything  you  do  in  WordPerfect  sparkles.  From 
:es,  to  a  variety  of  images,  to  type  styles  that  could  play  on 
larquee.  WordPerfect  includes  1,500  different  characters,  and 
HP  LaserJet  III  prints  all  of  them.  Even  equations  dance  on  the 
ited  page. 

And  with  WordPerfect  puU-dovm  menus,  with  or  without 
use  support,  you've  got  one  of  the  easiest,  yet  hardest  working 
"d  processors  in  the  business. 

Now  add  the  unmatched  performance  of  the  HP  LaserJet  III 
Iter  and  bring  on  the  show.  HFs  new  Resolution  Enhancement 
tinology  gives  you  the  best  possible  300  dpi  laser  printing.  And 
b  HP's  enhanced  PCL5  printer  language,  including  HP-GL/2 
tor  graphics  and  scalable  typefaces,  anything  you  do  can  reach 
redible  proportions.  Finally,  curves  really  curve.  And  type 


begs  for  a  reading. 
Of  course,  it  takes  more  than  talent  to 
"  make  it  in  this  business.  It  takes  the  right  con- 

nections. Hewlett-Packard  offers  an  extensive  network 
of  trained  authorized  dealers.  And  with  WordPerfect,  you'll  find 
over  600  service  people  ready  to  help  in  a  supporting  role. 

WordPerfect  5.1  and  the  HP  LaserJet  III  printer.  Some 
performances  just  get  better  every  time  you  see  them. 

WordPerfect 

CORPORATION 

1555  North  Technology  Way  Orem  Utah  84057 

Tel:  (801)  225-5000  Telex:  820618  Fax:  (801)  2224477 

For  more  information  call  us  at  (800)  526-5178. 

WordPerfecl  is  a  registered  trademark  ol  WordCerfetl  Coiporalion  in  the  United  Stales    C  1990  WordPeHecI  Corporation. 
All  other  brands  and  product  names  are  trademarb  or  rep<.iered  trademarks  of  their  respective  companies. 


"ComputerLand 
handled 
installation  and 
instruction, 
working  around 
our  schedule. 
They  practically 
moved  the  store 
to  City  Hall" 

Suzanne  Azar 
Mayor 

El  Paso, Texas 


©1990  ComputerLand  Corporation. 


How  HP  helped 
bring  El  Paso 
out  of  the  Old  West 

and  into  the 
Information  Age. 

When  Mayor  Suzanne  Azar  took 
office  in  June  1989, one  of  her  first 
acts  was  to  replace  City  HalFs 
ancient  typewriters  with  state-of-the- 
art  computer  •'/^HEWLETT 
mLUM  PACKARD 

equipment.       .\uth„r,:ed  n^uuir 

"We  looked  at  almost  everything 
on  the  market,"  she  says.  When  it 
came  to  printers,  the  Hewlett-Packard 
LaserJet,  with  its  high  speed  and 
strong  graphic  capabilities,  was  the 
obvious  choice. 

The  obvious  supplier  choice  was 
ComputerLand®  of  El  Paso,  headed 
by  Rick  Kelly.  They 
responded  quickly," 
the  Mayor  explains. 
"ComputerLand 
has  the  resources 
to  provide  full 
service  and  support." 

Now  the  LaserJets  are  continuously 
used  to  oil  the  wheels  of  government  — 
updating  mailing  lists,  drafting 
bond  issues  and  graphically  communi- 
cating revenue  and  expenditure  data. 

Anybody  want  to  buy  a  used 
typewriter? 


CofflputofUuKl' 


Business  to  business.  Person  to  person. 
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conomic  ViewDOint 


EUROPE  1992: 
FREE  MARKET 
OR  FREE  LUNCH? 

BY  PAUL  CRAIG  ROBERTS 


For  the  socialists  rumiing 
the  European  Parliament  in 
Brussels,  the  move  to  a  single 
market  is  the  pretext  for 
'social  harmonization,'  a  set 
of  policies  that  essentially 
undermines  free  trade 


PAUL  CRAIG  ROBERTS  HOLDS  THE 
WILLIAM  f   r-;l(v10N  CHAIR  OF  POLITICAL  ECONOMY 
AT  THE  CENTER  FOR  STRATEGIC 
&  INTERNATIONAL  STUDIES  IN  WASHINGTON 


y  the  end  of  1992,  Europe  is  sup- 
posed to  have  a  single  internal 
market  permitting  the  free  move-, 
ment  of  goods,  services,  capital,  and  peo- 
ple. However,  under  the  leadership  of 
Jacques  Delors  and  his  socialist  allies, 
who  have  an  overall  majority  in  the  Eu- 
ropean Parliament  in  Brussels,  this  ad- 
mirable goal  of  the  European  Communi- 
ty is  being  shoved  aside. 

In  place  of  the  Common  Market,  there 
is  emphasis  on  political  unification  and 
the  expansion  of  social  regulations  de- 
signed to  protect  the  vested  interests 
that  1992  was  supposed  to  abolish.  The 
British,  accused  of  being  anti-European 
for  resisting  political  integration,  actual- 
ly lead  in  implementing  the  economic  dir- 
ectives that  are  essential  to  the  Common 
Market.  But  this  contribution  toward 
free  trade  counts  for  little  in  Brussels, 
which  now  emphasizes  "social  harmoni- 
zation" as  a  necessary  step  to  equalize 
competitive  conditions  among  the  Com- 
mon Market  countries.  Social  harmoniza- 
tion means  requiring  countries  with  low- 
er labor  costs,  such  as  Portugal,  Spain, 
and  Greece,  to  adopt  the  expensive  so- 
cial-welfare policies  of  Germany,  France, 
and  the  Netherlands.  Otherwise,  Europe- 
an socialists  argue  that  countries  with 
the  lowest  social  benefits  will  have  a 
comparative  advantage  once  trade  barri- 
ers are  removed. 

COUNTERREVOLUTION?  The  socialists'  de- 
vice for  equalizing  EC  social  regulations 
is  known  as  "the  Social  Charter."  It 
seeks  to  mandate  labor  participation  in 
management  decisions,  a  "fair"  mini- 
mum wage,  paid  holidays  for  educational 
purposes,  and  other  social  policies  that 
would  raise  the  cost  of  labor  relative  to 
productivity  in  these  capital-poor  coun- 
tries, thus  causing  unemployment.  Mem- 
ber countries  that  refuse  to  adopt  poli- 
cies designed  to  equalize  labor  costs 
would  be  accused  of  "social  dumping," 
and  their  products  would  be  subject  to 
sanctions.  Thus,  the  Social  Charter  rein- 
troduces protectionism  in  the  guise  of 
harmonization.  The  main  beneficiaries 
are  the  trade  unions  in  the  welfare  de- 
mocracies and  the  French  and  German 
business  combinations. 

The  original  Common  Market  docu- 
ment— the  Treaty  of  Rome — relies  on 
market  forces  to  harmonize  national  eco- 
nomic differences.  However,  this  aim  is 
being  subverted  by  the  old-line  collectiv- 
ists,  who  have  been  exiled  from  the  na- 
tional politics  of  their  respective  coun- 
tries to  the  European  Parliament  in 
Brussels,  and  by  an  opportunistic  EC  bu- 
reaucracy seeking  to  expand  its  power. 
The  single  European  market  has  become 
a  pretext  for  political  and  social  central- 
ization. It  remains  to  be  seen  whether 
the  Social  Charter  will  be  the  last  hurrah 


of  hard-line  socialists  or  a  successil 
counterrevolution  to  the  privatizations)! 
the  1980s. 

While  individual  Common  Mar  ^ 
countries  have  become  less  socialistic 
their  outlook,  socialism  is  making 
comeback  in  the  European  Parliam* 
A  1989  Gallup  Poll  reported  that  o 
41%  of  Italians,  337^  of  French,  21';'  . 
Germans,  and  199!  of  the  Dutch  expr 
pride  in  their  nationality.  In  this  dim;; 
the  idea  of  a  powerful  united  Eur^ 
may  appeal  to  citizens  in  search  o  , 
"higher  nationalism." 
GROUND  RULES.  The  Bruges  Group,  , 
association  of  influential  Britons  cc 
mitted  to  the  original  idea  of  the  Cr 
mon  Market,  and  an  association  of  pre  i 
inent  European  economists  (known  '. 
the  European  Group  at  the  Frankl. 
Institute)  have  formed  to  prevent  i 
single-market  impulse  from  being  tr;  ■ 
formed  into  a  program  for  political  c 
tralization.  Their  problem  is  that  real  • 
litical  power  still  resides  in  the  nation 
capitals,  and  few  politicians  want : 
leave  the  national  stage  in  order, 
chase  socialism  out  of  Brussels, 
if  the  complexion  of  the  European 
liament  isn't  changed,  it  might  succd 
through  devices  such  as  the  Social  Cl| 
ter,  in  laying  down  rules  that  coi 
could  use  to  gradually  divest^^atic 
legislatures  of  sovereignty.  Brit 
Prime  Minister  Margaret  Thatche 
concern  about  this  growing  threat 
prove  to  be  prescient. 

In  view  of  the  recurrent  breakups?' 
multiethnic  political  entities,  from  i 
Austro-Hungarian  Empire  to  the  Soi 
Union  and  Yugoslavia  (Czechoslovakij 
now  the  Czech  and  Slovak  Federal 
public),  it  is  difficult  to  take  the  polit 
integration  of  Europe  seriously. 
Wall  Street  Journal  recently  asked 
torically  whether  "the  grand  history 
British  governance"  and  "the  glorij 
tradition  of  French  sovereignty"  areF 
ing  "to  culminate  in  some  boxlike  ro 
in  the  Berlaymont"  in  Brussels. 

The  political  formula  for  supranatic 
government  remains  undiscovered.  H 
ever  attractive  the  ideal,  multinat 
al  federations  have  proved  in  prac 
to  exacerbate  national  resentments.  I 
is  why  it  is  rather  surprising  tha 
scheme  that  has  a  history  of  being  in) 
ently  divisive  is  being  touted  as  the  f 
toward  harmonization. 

The  Treaty  of  Rome  calls  for  a  J 
internal  market.  It  says  little  for  Ei 
pean  credibility  that  as  the  deadline 
this  achievement  approaches,  Europ 
politicians,  with  the  exception  of  Tha 
er,  are  pushing  political  integratior 
the  fore  and  seizing  on  the  Social  CI 
ter  as  the  vehicle  for  keeping  protect 
ism  in  force. 
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In  the  wrong  hands, 
it's  just  a  stick. 

No  one  ever  got  meaningful  results  by  just  pointing  and  waving. 
This  is  especially  true  in  the  area  of  workers'  compensation,  where 
costs  continue  to  spiral  out  of  control. 
With  our  new  Rk  Comp  program  we've  developed  an  approach 

that  squarely  confronts 
the  major  cause  of  the 
problem-ever-rising 
medical  costs. 

Rx  Comp  totally 
integrates  the  substantial 
benefits  of  our  claims 
management  programs 
with  our  dedicated 
provider  network  and 
proven  medical  cost 
containment  techniques. 

What's  more,  we're 
the  only  company  that 
can  provide  all  this  with 
existing  resources. 

The  result-better  cost 
control  and  quality  care. 
Plus  the  added  advantages  of  faster  claims  processing  and  better 
management  of  all  components  in  the  program.  Early  results  using 
this  new  approach  indicate  savings  in  excess  of  20%. 

Write  Jack  Monison,  CIGNA  Property  and  Casualty  companies,  Phila., 
PA  19192.  After  aQ,  plenty  of  companies  have  a  few  of  the  pieces,  but 
only  one  has  the  vision  to  orchestrate  all  of  them. 


We  get  paid  for  results? 


CIGNA 


conomic  Trends 


BY  KAREN  PENNAR 

ClOSE,  BUT 
NO  CREDIT 
CRUNCH  YET . 


Is  the  economy  in  the  midst  of  a  credit 
crunch?  If  so,  who's  to  blame? 
The  latest  episode  in  this  financial  dra- 
ma came  on  May  18  when  the  Federal 
Reserve  Board  released  results  of  a  sur- 
vey of  commercial  banks.  More  than  half 
the  banks,  the  Fed  said,  reported  that 
they  had  tightened  standards  for  loans 
to  small-  and  medium-size  businesses.  It 
was  the  clearest  indication  to  date  of  a 
pullback  by  lenders.  Still,  that  doesn't 
spell  "credit  crunch"  by  the  classical  def- 
inition of  the  term — that  is,  an  economy- 
wide  contraction  in  lending  that  leads  to 
a  recession. 

Instead,  says  Mickey  D.  Levy,  chief 
economist  at  First  Fidelity  Bancorp  in 
Philadelphia,  certain  sectors  and  regions 
of  the  economy  are  experiencing  "mi- 
cro" credit  crunches.  Real  estate,  fi- 


PAYING  DOWN  DEBT 
IS  GETTING  HARDER 


15! 


NET  CASH  FLOW 
AS  A  PERCENT  OF 
DEBT  OUTSTANDING* 
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nance,  and  retail  trade  are  among  the 
affected  industries,  while  the  Northeast 
is  the  hardest-hit  region.  Bankers  are 
selectively  cutting  back,  but  there's  no 
outright  retrenchment.  Instead,  there  is 
a  slowdown  in  the  rate  at  which  lending 
is  growing.  Meanwhile,  new  credit  is  be- 
ing re-allocated,  Levy  argues,  toward 
healthier  borrowers,  such  as  exporters 
and  many  durable-  and  nondurable- 
goods  producers.  And  for  numerous 
larger  borrowers,  there  are  other 
sources  of  credit,  such  as  the  commer- 
cial paper  market,  that  remain  strong. 

Bankers,  of  course,  would  like  to 
blame  their  tightfistedness  on  someone 
else — namely,  bank  regulators.  While 
regulators  have  been  casting  a  more 
watchful  eye  on  certain  loan  portfolios, 


they,  in  turn,  are  eager  to  dispel  the 
impression  that  they  are  inducing  a 
slowdown  in  credit.  The  truth  is  that  the 
economic  fundamentals  warrant  more 
prudent  lending. 

"The  new  era  of  slower  debt  e.xpan- 
sion,"  says  Robert  A.  Schwartz,  econo- 
mist at  Merrill  Lynch  Capital  Markets, 
"is  an  outgrowth  of  the  deteriorating 
capacity  of  businesses  to  service  debt." 
There's  hardly  a  single  balance-sheet  ra- 
tio, in  fact,  that  doesn't  tell  a  dismal 
story  about  the  financial  health  of  U.  S. 
corporations.  Not  only  do  interest  pay- 
ments take  an  increasing  share  of  cash 
flow — about  30%^ — but  after  those  pay- 
ments are  made,  there's  less  of  a  cush- 
ion left  with  which  to  pay  down  debt. 

Last  year,  after  paying  out  interest, 
corporate  borrowers  had  only  16.7((  of 
cash  flow  left  for  every  dollar  of  debt 
outstanding  (chart).  That's  the  lowest 
since  1974,  says  Schwartz,  when  that  ra- 
tio stood  at  15.9$.  About  the  healthiest 
ratio  is  that  of  debt  outstanding  to  mar- 
ket value  of  equity,  at  66.5%  in  1989, 
down  from  73.7%  in  1988.  But  Schwartz 
observes  that  in  the  event  of  a  default, 
the  stock  price  of  the  affected  companies 
would  plunge,  rendering  the  equity 
cushion  worthless. 


...  AND  EVEN 

A  CRUNCH  NEED  NOT 

SPELL  RECESSION 


The  big  concern  about  a  credit 
crunch — or  even  a  credit  slow- 
down— is  that  it  will  drag  down  the 
economy.  Not  to  worry,  say  economists 
David  A.  Levine  and  Giulio  Martini  at 
Sanford  C.  Bernstein  &  Co.  The  link  be- 
tween debt  and  growth,  they  contend,  is 
a  loose  one,  so  a  slowdown  in  credit 
creation  need  not  translate  into  slower 
output. 

When  a  business  borrows,  it  may  pur- 
chase machinery  or  build  a  new  plant.  In 
that  case,  both  credit  outstanding  and 
gross  national  product  get  a  boost.  But 
if  a  business  borrows  to  acquire  existing 
assets — land,  equities,  fixed-income  in- 
struments— that  will  do  little  to  increase 
GNP,  say  Levine  and  Martini.  What's 
more,  some  borrowing  has  been  dispro- 
portionate to  the  borrower's  role  in  the 
economy.  For  instance,  in  1987,  residen- 
tial and  commercial  mortgage  borrowing 
averaged  49.5%  of  all  new  loans,  while 
that  sector's  share  of  GNP  averaged 
6.2%.  And  since  1987,  the  economists 
say,  new  mortgage  borrowing  has 
dropped  by  over  257< .  But  the  decline  in 
construction  activity  has  reduced  the 
rate  of  real  output  by  only  0.1%. 

In  fact,  the  Bernstein  economists  be- 


lieve some  good  might  come  from  slow- 
borrowing.  Fewer  highly  leveragl 
transactions,  such  as  buyouts,  might  > 
beneficial,  because  the  short-run  impt: 
of  such  leveraging  "is  probably  negati; 
in  most  cases."  Managers  increase  i- 
turns  by  slashing  employment,  resear 
spending,  and  other  costs.  While  the 
actions  enhance  profits,  they  redu 
GNP.  So  fewer  deals  could  remove  a  dr. 
on  growth. 


THE  G-7  NATIONS 
MAYBE 

GROWING  APART 


Growth  rates  of  the  Group  of  Sev(, 
or  G-7,  nations — the  U.S.,  Japs, 
West  Germany,  France,  Britain,  Ita 
and  Canada — should  begin  to  diver  : 
markedly  after  several  years  of  movi , 
in  tandem.  So  says  Philip  M.  Hubbai. 
director  of  London-based  Consens-i 
Economics  Inc.,  writing  in  Standard  i 
Poor's  CreditWeek.  Hubbard,  who  basi 
his  projections  on  monthly  surveys  f 
150  economists  around  the  world,  fo  - 
casts  that  in  1990,  output  growth  m! 
range  from  a  low  of  1.1%  in  Britain  tci 
high  of  4.3%  in  Japan.  The  U.  S.  will  ? 
on  the  low  end  of  the  scale  with  2. 
growth.  The  projected  range  for  19905 
especially  wide;  as  recently  as  1986,  t; 
difference  between  the  fastest  gain'-, 
Canada,  and  the  slowest.  West  Gern- 
ny,  amounted  to  a  mere  0.7  percenta: 
points  of  growth. 


INTEREST  RATES 
AND  THE 
SMALL  INVESTOR 


Interest  rates  may  have  peaked, 
judge  by  the  number  of  individual 
vestors  and  small  institutions  bidding 
recent  Treasury  auctions.  Small  inV' 
tors,  observes  Salomon  Brothers  ecoi 
mist  Susan  M.  Hering,  are  establishi 
an  enviable  record  as  market  timers, 
recent  years,  there  has  been  a  growi 
coincidence  between  peaks  in  inten 
rates  and  in  noncompetitive  tenders 
bids  small  investors  make  to  purch; 
securities  at  the  yield  that  is  set  on  1 
date  of  the  auction.  Such  tenders  exce 
ed  $10  billion  for  the  2-  to  30-year  ma 
rities  sold  in  the  three  months  end 
May  15.  Hering  says  that  in  the  ea: 
1980s,  small  investors  missed  out 
some  of  the  juicier  yields.  In  rec< 
years,  though,  they've  developed  "a  r 
sonably  good  grasp  of  the  range  of 
terest  rates,  so  when  they  see  a  spike 
rates,  they  go  for  value." 
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Dan  Daly 
Chemist 

Texaco  Research  Center 


"At  Texaco,  we're  free  to  rock  the  boat.  To  go  with  an  uncon- 
ventional idea  when  only  a  few  can  see  the  potential.  One  of  those 
ideas  resulted  in  a  major  development  in  gasoline  technology." 

Dan  Daly  is  a  research  chemist  at  the  Texaco  Research 
Center  in  Beacon,  N.Y.  He's  a  member  of  the  special  team  that 
developed  Texaco 's  System^  gasoline. 

The  challenge:  To  clean  up  deposits  in  the  intake  systems  of 
today's  high-tech  engines. 

"We  could  have  used  a  pre-existing  additive  package.  That 
would  have  kept  us  at  par  with  the  current  technology  in  the 
industry.  But  we  chose  to  go  beyond  that.  To  be  innovative,  even 
if  it  did  mean  taking  a  risk:' 

The  result:  A  remarkable  system  of  gasolines  that  keep  new 
cars  rimning  like  new  and  can  help  restore  performance  to  older 
cars.  In  fact,  in  the  BMW  test  run  on  each  of  the  six  leading  national 
gasolines,  only  System^  removed  deposits  on  dirty  intake  valves. 

This  new  generation  of  fuels  has  met  with 
strong  consumer  acceptance. 

"It's  exhilarating  to  know  you've  developed 
something  that  can  improve  car  performance!' 

Right,  Dan.  Because  your  team  made  waves, 
we  made  a  better  product  for  our  customers. 


star  of  the 
American  Road 


TEXACO-WE'VE  GOT  THE  ENERGY. 


Making  a  profit  on  the  a340  is  simple 
just  add  up  the  numbers. 


Long  before  we  started 
production  of  the  Airbus  A340,  the 
needs  and  goals  of  the  airlines  that 
would  operate  it  were  carefully 
considered. 

That's  why,  today,  you'll  find 
a  number  of  ways  that  the  A340 
reduces  an  airline's  operating  costs 
while  increasing  profits.  Such  as: 

1.  A  computerized  center- 
of-gravity  control  that  uses  fuel  in 
the  tailplane  trim  tanks  to  reduce 
consumption  while  extending 
range. 


2.  An  aerodynamically 
advanced,  light-weight  wing  design 
that  gives  both  improved  perfor- 
mance and  fuel  economy. 

3.  An  optimum  222  inch 
fuselage  cross-section  that  allows 
carrying  standard  containers  two- 
abreast,  underfloor. 

4.  True  wide-body  comfort 
made  available  with  a  choice  of  six, 
seven,  eight  or  nine-abreast  seating. 

5.  And  a  two-crew  cockpit 
with  fully  integrated  flight  control 


systems,  including  automatic  wine 
shear  protection. 

It's  numbers  like  these  tha 
have  given  airlines  around  th 
world  good  reason  for  selectin( 
the  A340.  Because  after  all,  th 
most  important  set  of  number 
are  still  the  ones  on  the  bottom  line 


AIRBUS  INDUSTRIE  ^ 
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WITH  ALASKA  AIRLINES  LANDING  IN  MEXICO  AND 
AMERICAN  IN  COSTA  RICA,  IT  TAKES 
MORE  THAN  AN  AIR  TRAFFIC  CONTROLLER 
TO  KEEP  TRAVELERS  ON  COURSE 


Were  one  to  write  a  history'  of  air  trav- 
el, the  1980s  could  be  described  as 
the  era  of  the  Great  Flux.  The  Airline 
Deregulation  Act  of  1978  loosened  regula- 
tion of  domestic  airlines,  and  for  a  few 
heady  years  travelers  seemed  to  have  a 
new  option  every  week.  New  airlines 
popped  up  like  rabbits  in  springtime: 


Florida  Express,  leaker.  New  York  Air, 
People  Express,  plus  194  others. 

F"are  wars  broke  out  in  market  after 
market.  A  frequent  flyer  would  not  have 
been  surprised  to  find  a  new  airport  gate 
for  Bob  <k  Jeffs  Not- Too-Bad  Airline,  with 
Bob  and  Jeff  working  the  ticket  machine 
and  selling  $59  seats.  (He  also  would  have 
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bought  one  of  those  scats  in  a  flash.) 

But  it  wasn't  long  before  the  market- 
place took  its  toll.  The  super-low  fares 
that  turned  jets  into  flying  buses  all  but 
vanished.  .So  did  most  of  the  airlines  offer- 
ing them.  By  IWO,  of  the  1<.*X  start-ups 
spawned  by  deregulation,  160  were 
bankrupt  or  had  been  bought  out.  Also 
gone  were  some  more  established  carriers 
whose  jets  had  been  common  sights  at 
many  airports:  Ozark,  Piedmont,  Repub- 
lic, and  Western  among  others.  A  dozen  or 
so  survivors,  a  few  of  them  a  bit  pale, 
emerged  as  the  major  players  and  took 
W.67%  of  the  market.  The  top  five  last 
year — American,  (lontinental.  Delta, 
Northwest,  and  United — had  71.69^  of  the 
domestic  air  travel  business.  The  top 
eight  had  92%. 


LEAN-UP  TIME 


Indiistrv  observers  predict  that  while  five 
or  six  companies  will  soon  come  to  domi- 
nate the  market  even  more  completely, 
competition  still  can  be  fierce.  Last  January 
Hawaiian  Airlines  began  a  fare  war  that 
sucked  in  American,  (conti- 
nental. Delta,  Northwest, 
TWA,  and  United.  But  in 
the  last  decade,  hub-and- 
spokes  route  systems  have 
become  standard,  drastically 
reducing  competition  in 
most  major  cities  and,  ac- 
cording to  consumer  groups, 
driving  up  fares.  "Noncom- 
petitive airports"  are  cur- 
rently an  issue  in  ('ongress. 
The  joke  about  the  righ- 
teous ascending  to  heaven 
only  by  way  of  Atlanta  has 
become  an  old  one.The  hub 
system  is  here  to  sta\.  It's 
too  convenient  and  it 
makes  too  much  money.  As 
an  example,  when  Ameri- 
can added  a  flight  from  Mi- 
ami to  its  Dallas/I'ort  Worth 
hub,  that  one  nev\  route  opened  5S  mar- 
kets for  American  out  of  hlorida.  Of  the 
big  carriers,  only  .Southwest  doesn't  use 
hubs  (see  the  accompanying  chart  for  a 
breakdown  of  who's  centered  where).  .'\ir- 
lines  are  adding  new  hubs  and  expanding 
others:  Delta  is  developing  one  in  Orlan- 
do, where  it  already  has  a  third  of  the 
business;  Midway  has  just  added  I^hiladel- 
phia;  American  is  expanding  its  Dallas 
hub  and  plans  to  enlarge  Nashville;  (Conti- 
nental is  building  up  Cleveland. 

Whichever  airline  has  the  hub  often 
dominates  the  market  in  that  city,  using 
nuiltiyear  gate  leases  (with  rollover  claus- 
es) to  secure  long-term  advantages.  Ac- 
cording to  Airline  Economics,  a  consulting 
and  research  firm  in  Washington,  DXl., 
of  the  people  who  boarded  a  plane  in 
(Charlotte  during  the  first  half  of  last  year 
boarded  I'SAir,  and  in  Pittsburgh  the  fig- 
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ure  was  S7%.  Delta  had  of  air  traffic 
in  (Cincinnati  and  Salt  Lake  City,  North- 
west had  79%  in  Minneapolis,  and  Ameri- 
can had  78%  in  Raleigh/Durham.  At 
Chicago's  O'Hare,  only  three  carriers 
shared  86%  of  the  boardings.  This  past 
April  the  Official  Mil uie  Guide  listed  19  di- 
rect flights  from  St.  Louis  to  Los  Angeles; 
17  of  them  were  TWA's.  h'rom  (Cincinnati 
to  Atlanta,  all  direct  flights  were  Delta's. 
From  Detroit  to  Washington,  28  of  di- 
rects were  on  Northwest  and  5  of  the  re- 
maining 8  were  on  USAir.  From  Charlotte 
to  Washington,  all  18  flights  were  LISAir. 
((Competition  increases  in  nonhub  cities. 
Someone  flying  from  Akron  to  Fresno,  for 
instance,  has  a  choice  of  four  major  carri- 
ers.) 

There's  still  enough  competition  to  en- 
sure the  continued  existence  of  frequent- 
flyer  programs.  All  major  airlines  consider 
them  vital  to  their  marketing  strategies. 


Certain  carriers,  like  Midway,  have  tried 
to  simplify  them;  Midway  bases  credits  on 
the  number  of  round-trip  flights  rather 
than  mileage,  with  bonus  credits  for  long 
flights  or  first  class  tickets. 


GOING  MY  WAY? 


I  hough  the  flier  doesn't  always  have  a 
choice  of  carrier,  the  choice  of  destinations 
is  staggering.  Domestic  airlines  seem  to  fly 
evervwhere.  .Should  someone  need  to  go 
from  Terror  Bay  to  Lganik  (Alaska,  that 
is),  Markair  flies  the  route.  Des  Moines, 
Iowa,  to  Fairmount,  Minnesota.'  Great 
Lakes  Aviation,  Flight  .S7.  Even  the  big 
carriers  fly  unexpected  routes.  United 
serves  an  eastern  corridor  from  Manches- 
ter, New  Hampshire,  to  cities  in  Florida. 
American  goes  to  (Costa  Rica.  Continental 
flies  to  Paris;  'TWA  to  Pueblo,  (Colorado; 
Northwest  to  Saipan;  and   Delta  to 


Bangkok.  Last  winter.  East  Coast  travel's 
on  America  West  could  access  special  w- 
ter  ski  flights  in  Phoenix  and  Los  Anges 
to  Vail  and  Sun  Valley.  And  Alaska  Airliis 
flies  its  jets  (with  the  eskimo  on  the  taiDn 
five  cities  in  Mexico,  including  Acapulcc 

Besides  serving  some  very  exotic  - 
cales,  the  major  U.S.  airlines  have  be 
adding  to  their  domestic  routes  as  \\( 
Delta  now  serves  smaller  destin  icn 
such  as  Wichita,  Syracuse,  Grand  R.ipi 
and  Providence,  with  Corpus  Christi  sl- 
ed for  mid-1990.  Northwest  plans  to  . 
from  Detroit  to  Honolulu  and  Anchora: 
beginning  this  fall,  while  'TWA  has  add! 
flights  from  New  York  to  Florida.  Alas: 
Airlines  is  thinking  about  Sacramento, , 
buquerque,  and  Fresno.  Carriers  with 
ready  extensive  systems  have  been  ta( 
ing  on  short  hauls:  United  has  add 
Oakland  to  Burbank  and  increased  its  I 
Angeles-to-.San  Francisco  shuttle  servi( 
America  West  flies  Phoenix  to  Las  Vej 
14  times  a  day;  and  Southwest  lives  off  t 
short  haul,  often  flying  ten  times  a  d 
nonstop  between  cities,  turning  its  j< 
around  in  less  than  t 
minutes. 

Smaller,  heretofore 
gional  airlines  recent 
have  begun  poaching 
the  big  carriers'  tu 
America  West  flies  frc 
Phoenix  and  Los  Ange 
to  six  East  (]Coast  airpoi 
Balti  more/Wash  ingtc 
D.C.,  Logan,  JFK, 
Guardia,  Newark,  ai 
Washington  Nation 
•Southwest  goes  to  Detr 
and  Indianapolis.  Midw 
flies  from  Chicago  to  L 
Angeles  and  from  Ph 
adelphia  to  Montre 
These  upstarts  also  ha 
found  a  market  niche 
flying  to  older  airpo 
that  often  are  much  clo; 
to  cities  and,  therefore,  more  convenient 
businesspeople.  It's  no  coincidence  th 
.Midway  uses  Chicago's  Midway  airport,  ai 
that  .Southwest  uses  not  the  huge  DalU 
Fort  Worth  International  but  the  older  Lo 
Field,  and  the  downtown  Detroit  City  a 
port  as  well  as  distant  Detroit  .Metro. 

The  major  expansion  plans  of  the  b 
domestic  carriers  are  not  very  domest 
however.  The  top  players  are  casting  co 
etous  eyes  at  new  international  routes 
pecially  in  the  Far  East  and  Europe.  Bo 
United  and  Northwest  plan  to  expar 
their  Far  East  routes.  American  has  begi 
flights  to  Sydney,  Australia,  and  .Aucklar 
New  Zealand.  American,  Delta,  Nort 
west,  'TWA,  and  United  plan  more  fligl 
to  Europe.  When  Japan  decided  to  gra 
new  routes  to  Tokyo,  11  U.S.  airlines  a 
plied.  In  one  of  the  more  ironic  moves,  P 
Am,  which  sold  its  Pacific  routes  to  Unit< 


34 


(I 


Finalk  There's  A  Hotel 
Takes  A  Personal  Interest 


M 
nYou. 


Exclusively  For 
American  Express® 
Cardmembers 

As  a  business  traveler,  you 
know  how  it  feels  when  a  hotel  treats 
you  like  just  another  face  in  a  crowd. 

But  that's  not  going  to  happen 
at  an  Embassy  Suites®  hotel.  Not  if 
you're  an  Embassy  Suites  Diplomat 
— a  new  class  of  business  traveler 
offered  exclusively  to  American 
Express®  Cardmembers. 

From  your  Diplomat  applica- 
tion, we  know  more  than  just  your 
name.  We  know 


important  to  you  when  you're 
on  the  road.  Whether  it's  a  suite  with 
a  king-size  bed  or  a  non-smoking 
suite,  it's  yours.*  Because 
we're  dedicated  to 
our  Diplomats.  And 
committed  toth 
comfort  and 
satisfaction. 


As  an  Embassy  Suites  Diplomat, 
you  won't  have  to  worry  about  getting 
a  room  if  you  get  in  late.  Because 
when  you  call  I-800-EMBASSY  and 
reserve  your  suite  using  American 
Express®  Assured  Reservations,"*  *  we 
preassign  your  preferred  suite.  And 
we  fax  you  your  written  con- 
firmation number  to  prove  it. 

You  won't  have  to  wait 
long  to  check  in,  either.  Because 
you're  preregistered'when  you 
make  your  reservation.  So  when 
you  arrive,  simply  give  us  your  Diplo- 
mat number,  sign  in,  and  go  to  your 
suite.  To  check  out,  just  drop  off  your 
key  at  the  desk.  And  you're  on  your  way 
As  a  Diplomat,  you'll  also  receive 
a  handsome  luggage  tag  that 
sets  you  apart  from  the  crowd. 
And  a  personalized  Diplomat 
card  that  gives  you  access  to  all 
the  extras  you've  come  to  expect 
from  the  Embassy  Suites  hotels. 
Like  a  spacious  two-room  suite. 
Complimentary  breakfast  daily 
And  a  two-hour  complimentary 
manager's  reception^  nightly 
It's  time  you  got  the  recognition 
you  deserve.  So  apply  for  your  Diplo- 
mat card  today  Call  1-800-EMBASSY 

/v\E  IS  TO  )  or  pick  one  up 
LOv^rAsY^^  any  of  our 

almost  100  Embassy  Suites 
hotels  nationwide. 


»MEfllCftWl 


And  remember 
Diplomat  mem- 
bership is  ex- 
clusively 


for  Americ 
Express 
Cardmembers 
if  you  are  not 
already  an  American 
Express  Cardmember, 
please  call  1-800-THE- 
CARD. 

We'd  like  to  get  to 
know  you  better. 


Mettihership 
H(is  Its  Privileges"  " 


EMBASSY 
SUITES 

O  T  E  L  S^ 

1-800-EMBASSY  Don't  leave  home  without  it.® 


c  F  raosT 


liARFIELD:  ©  1978  United  Feature  Syndicate,  Inc. 


Diplomat  membership  is  exclusively  for  American  Express®  Cardmembers.  'Subject  to  availability.  **Eie  sure  to  ask  about  restnctions  and  cancellation  requirements  when  you  call.  +  Subject  to  state  and  local  laws. 
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in  1985,  is  now  Lonipctint!.  tor  a  Miami-I>()s 
Anf^cles-'iokyo  permit.  Pan  Am  now  flies 
to  Hiidapest,  Moscow,  and  Warsaw  and 
hopes  the  dramatic  jiohtical  developments 
there  will  mean  hi^  business  in  the  t'utiire. 
Pan  Am  also  wants  to  expand  to  South 
America,  as  does  American.  On  a  smaller 
scale,  Alaska  Airlines  woidd  like  to  begin 
summer  ser\  ice  in  1991  from  Anchoraf^e  to 
the  .Son  iet  l-"ar  l^ast. 

The  roles  ot  various  aircraft  in  the  ex- 
pansion of  airline  routes  are  also  interest- 
iiifj;:  The  new  markets  to  be  served  have 
created  the  need  for  different  jets.  The 
767,  for  instance,  is  a  tw()-enfj;inc  plane 
approved  for  short-range  international 
fliglns.  Because  its  seating  capacity  is  rel- 
atively limited  compared  to  a  747  or  DC- 
10,  it's  the  economical  solution  for  passen- 
gers v\ishing  to  fl\,  for  instance,  from 
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.Memphis  to  Paris.  The  new  747-400  has 
extremely  long-range  capability  and  ex- 
panded cargo  space;  it  makes  flying  non- 
stop from  Los  Angeles  to,  say,  Singapore  a 
virtual  breeze. 


TURF  WARS 


'lb  accommodate  increased  internation- 
al business,  domestic  airlines  have  added 
(or  expanded)  hubs  in  foreign  countries 
and  international  gateways  in  major  I'.S. 
cities.  I'nited  is  currently  expanding  its 
San  I'  rancisco  gateway.  Delta  has  opened 
a  third  route  nonstop  to  Kurope  (Paris)  out 
of  {^'incinnati.  Northwest  has  added  inter- 
national destinations  from  Detroit. 


AIRLINE  HUBS 


Alaska 
Airlines 

America 
West 

American 

Continental 

Delta 

Eastern 

Midway 

Northwest 

Pan  Am 

TWA 

United 

USAir 

Anchorage 

Atlanta 

Baltimore 

Charlotte 

Chicago 

Cincinnati 

Cleveland 

Dallas/Ft.  Worth 

Dayton 

Denver 

Detroit 

Houston 

Indianapolis 

Las  Veoas 

Los  Angeles 

IVIemphis 

Miami 

Minneapolis/St.  Paul 

Nashville 

Nevt/ark 

New  York 

Orlando 

Philadelphia 

Phoenix 

Pittsburgh 

Portland 

Raieigh/Durham 

St.  Louis 

Sal!  Lake  City 

San  Francisco 

San  Jose 

San  Juan 

Seattle 

When  a  traveler  is  seeking  to  fly  outsit 
of  the  country,  the  combinations  of  posj- 
ble  flights  become  dizzying.  Assumi.B 
public  transportation  consultant  needs 
fly  from  l>ittle  Rock,  Arkansas,  to  Tokyoi) 
study  Japan's  Bullet  Train.  He  or  she  ei 
take  Delta  to  Atlanta,  then  on  to  'I'ok  i 
Or  United  to  Denver,  then  to  Tokyo,  jr 
American  to  [Dallas,  then  to  Seattle,  a'l 
Thai  Airways  to  Tokyo.  Delta  to  Dall 
British  Air  to  I^ondon,  and  Virgin  Atlanr. 
to  Tokyo.  Delta  to  Atlanta,  KIAl  to  A 
sterdam,  then  to  Tokyo.  Lnited  to  Mc 
phis.  Northwest  to  San  P'rancisco,  llniti 
to  Tokyo,  ("ounting  only  two-  and  thn 
segment  flights,  there  are  24  possibilitii, 
While  not  of  ec|ual  convenience,  they  , 
exist  as  options.  For  the  typical  busiiiii: 
traveler,  the  choices  of  fares  are  muh 
more  limited. 

The  differencesr 
fares  between  t 
same  cities— and  (- 
ten    on    the  sai!: 
flight — can  be  stj 
ling.  According  to 
Off  I  a  a  I  Mrliiie  Gu 
round-trip  from  (;j 
cinnati  to  New  Ytj 
on  a  certain  carrij 
c()ach  economy  c 
discounted,  is  $4 
the  best  regular  fan 
of  this  past  March.  ( 
the  same  flight,  a  s 
cial  "AP55"  advan 
purchase  round 
ticket  costs  only  $1 
I'rom  Miami  to  B 
ton,  a  business  tl 
could  pay  $486  fo 
round-trip  seat  and 
next  to  a  vacatior 
who  paid  only  $17't 
advance.  This  siti 
tion  is  similar  on  vii 
ally  every  airline  a 
on  every  route. 

lb  try  to  fly  m 
economically,  soi 
travelers  get  a  seco 
opinion — they  c( 
suit  travel  age 
with  access  to  co 
puter  reservatic 
systems  and  patr( 
ize  agents  who 
willing  to  work  h 
to  find  the  low( 
fares  in  return 
long-term  patrona 
Or  they  just  makt 
their  business 
learn  where  the  At 
are  and  then  go  at 
them.  T  he  systen 
complicated,  but  a 
tie  knowledge  lead 
significant  savings. 
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LEAVING 
THE  CROWDS 
BEHIND 


WARM-WEATHER  DESTINATIONS  IN  THE  SUMMER  MONTHS 
MEAN  EMPTY  BEACHES  AND  OFF-SEASON  BARGAINS 


Unlike  business  cra\elers,  \acationers 
hit  the  road  when  they  uant  and  go 
where  they  want,  and  with  a  little  ad\ance 
planning  can  a\  ail  themsehes  of  any  sa\  - 
ings  airlines  and  hotels  find  it  advanta- 
geous to  offer.  Some  of  the  best  values  go- 
ing are  at  tropical  resort  areas  during  the 
summer  off-season,  when  most  folks  ha\e 
other  destinations  in  mind.  The  beaches, 
golf  courses,  hotels,  restaurants,  and 
nightclubs  don't  lose  their  appeal 
during  the  summer,  but  crowds  and 
costs  diminish  considerably  from  the 
w  inter  high  season. 

.Summer  tropical  vacations  are  great 
values  for  families,  and  they  gi\c 
many  an  opportunity  to  enjoy  a  le\el 
of  opulence  they  could  not  otherwise 
afford.  They  also  pro\  ide  a  golden  op- 
portunity to  cash  in  frequent-flyer 
mileage  at  times  when  blackout  re- 
strictions and  seat  allotment  limita- 
tions are  least  likely  to  apply. 


IDYLLIC  ISLES 


The  Caribbean  and  the  Bahamas 
represent  outstanding  bargains  dur- 
ing an  eight-month  off-season  that 
begins  promptly  on  April  16  and  ex- 
tends through  December  l.S.  Weather- 
wise,  daily  temperatures  during  those 
months  average  only  about  five  degrees 
higher  than  in  winter.  The  major  climato- 
logical  drawbacks  derive  from  a  medlev  of 
H-words:  high  humidity  and  hurricanes 
(as  in  Hugo),  which  technically  can  occur 
anv  lime  between  .May  and  November, 
but  in  Tact  usually  strike  in  late  .August 
and  September.  This  summer  some  of  the 
islands  ;re  bending  over  backward  to 
prove  ti^.■^  \  e  recovered  from  Hugo.  Most 
of  the  h;;;,  is  on  St.  Croix  in  the  L'.S.  \'ir- 
gin  Island  -,  for  example,  are  offering  sev- 
en nights  iDf  the  low-season  price  of  five. 

The  frii\;;cs  of  off-season — especially 
November  .ind  early  December — ha\e 
fine  weathei,  sparse  crowds,  and  hotel  dis- 
counts ranging  from  40%  to  60%  in  regular 
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resort  hotels  (all-inclusi\ e  resorts  offer 
smaller  discounts).  For  example,  Hyatt  Re- 
sorts (800-233-1234)  Caribbean  properties 
offer  "Summer  Family  Getaway  Pack- 
ages" for  45%  to  .S0%  off  high-season 
rates.  Rates  for  three-night  packages  at  re- 
sorts on  Grand  Cayman  and  at  Cerromar 
Beach  and  Dorado  Beach  on  the  north 
shore  of  Puerto  Rico  range  from  $470  to 


'  Hxiirt  Rt'ffiia  Gnnid  (.nxiiniii  is  ti  con  tempo  ran  c/tissie 

$1,018  per  couple:  se\en-night  packages 
cost  $930  to  $2,2.S0.  Packages  may  include 
a  \ariety  of  goodies — casino  chips,  bikes, 
excursions,  T-shirts — and  all  hotels  operate 
Camp  Hyatt,  super\  ised  programs  for  chil- 
dren 3  to  \  ti  years  of  age. 

The  Marriott  Hotels  (800-228-9290)  Sam 
Lord's  Castle  on  Barbados  offers  a  June 
through  October  rate  of  $99  per  night  per 
room,  plus  .S0%  off  all  food  and  beverages. 
'Fhe  Holiday  Inn  l.ucaya  Beach  Resort  (800- 
HOLID.A^')  on  Grand  Bahama  encourages 
guests  to  take  a  di\e:  'Fhree-night  scuba 
packages  for  learners  cost  $398  per  couple, 
seven  nights  cost  $784;  experienced  divers 
pay  $578  for  three  days  and  $1,162  to  ex- 
tend their  stay  to  a  week  (they  require 
more  equipment  for  the  considerable 


depths  in\olved).  All  offerings  inch 
three  dives  a  day  plus  one  night  di\e. 

plethora  of  bargains  to  m 
Caribbean  locales  are  tied  up  in  airf  j 
and  hotel  packages  assembled  by  tour 
erators  in  conjunction  with  major  airlin  i 
These  packages,  which  normally  run 
three  or  seven  nights,  usually  include  i 
fare  on  scheduled  flights,  airport  transfdE 
accommodations,  taxes,  and  ser\  :^ 
they  also  may  toss  in  meals,  drinf 
car  rental,  sightseeing  tours,  gambl 
chips,  and  other  forms  of  recreati 
Off-season  rates  in  general  beginl 
around  $300  per  person  for  a  thr 
night  stay  (double  occupancy) 
rise  according  to  the  traveler's  de 
ture  point,  destination,  length  of  s 
quality  of  accommodations,  and  ot 
\  ariables. 

.Kmcjng  many  other  destinatio 
American  Airlines  F~ly  AAway  \'a 
tions  (800-433-7300)  offers  pack 
deals  to  F renchmen's  Reef  on 
Thomas  in  the  L'.S.  X'irgin  Islar 
and  the  Sanely  Lane  hotel  on  Bar 
dos.  Continental's  Grand  Desti 
tions  (800-634-5555)  include  resc 
such  as  Casa  de  Campo  in  the  Domi 
can  Republic  and  the  American  An 
hotel.  Delta  Dream  X'acations  (800-8 
7786)  markets  packages  to  Carnival's  Ci 
tal  Palace  Resort  &  Casino  on  Cable  Be 
outside  Nassau  in  the  Bahamas  (as  wel 
numerous  deals  to  major  destinations 
Florida).  'TWA  Getaway  \acations  (SiPyoi 
GFITAWAV  )  focuses  on  Puerto  Rico  ( 
San  Juan  Hotel  Casino  and  the  Condi 
Plaza)  and  the  Baham.as  (Merv  Griffi 
Paradise  Island  Resort  &  Casino  and 
Bahamas  Princess  Resort  &  Casino 
Freeport).  F\)r  details  on  this  year's  de 
contact  the  airlines  directly  or  consult 
travel  agent. 

.Mexico  is  another  hot  spot  for  sumr 
bargains — and  some  areas  don't  swel  Pry 
quite  as  much  as  others.  The  northw  ^F,^^j^^ 
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coast  around  Baja  California  attains  di 
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JUST  LIKE  YOU,  HE  S  TRYING  TO  MANAGE  A 
BUSINESS  AND  LEAVE  A  UHLE  TIME  FOR  GOLF. 


When  you  spend 
lot  of  time  traveling 
I  business,  keeping 
I  top  of  your  game  is 
iportant.  And  in  the  game  of  busi- 
es, you  can  t  afford  to  miss  a  stroi<e, 
:all,  an  opportunity. 

So  it  s  no  surprise  that  SkyTel  s  ' 
itionwide  pager  is  used  by  winners 
all  fields.  From  U.S.  Open  cham- 
on  Curtis  Strange  to  the  biggest 
ayers  in  the  Fortune  500? 

Heres  how  it  works. 

Whenever  you  leave  town,  you 
rry  the  compact  (2.5  oz.)  SkyPager.* 
len  when  someone  needs  to  reach 
»u,  they  simply  dial  SkyTels  800 
imber  and  punch  in  your  code. 


Seconds  later, 
our  nationwide  satel- 
lite system  relays  the 
message  to  your  Sky- 
Pager.  With  unmatched  coverage, 
SkyTel  will  reach  you  in  virtually  any 
major  U.S.  city.  Our  network  uses  an 
exclusive  frequency  that  penetrates 
concrete  and  steel  with  ease. 

Theres  also  a  feature  called 
SkyTalk,™  which  allows  callers  to 
leave  you  detailed  voice  messages 
while  instantly  notifying  you  of 
the  call. 

So  you  II  spend  less  time  check- 
ing in  with  the  office.  Which  will  free 
you  for  more  important  things.  Like 
lowering  your  handicap. 


1-800-456-3333  EXT  113 

Or  fax  to  (601)  354-9036.  Or  mail 
to  SkyTel,  1850  M  St.  NW,  Suite 
800,  Washington,  DC  20036. 


Name^ 


Company. 
Address— 
City  


Title. 


State  Zip 


Phone(O). 
Phone(H). 


AN  UNFAIR  BUSINESS  ADVANTAGE  "  ' 
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hif^hs  in  the  mid-90s  from  June  through 
September.  From  May  through  July,  C>an- 
cun  on  the  Gulf  of  Mexico  and  Ixtapa  on 
the  Pacific  Ocean  reach  90°F,  which  is 
onlv  about  five  degrees  more  than  their 
winter-season  highs.  Like  the  Caribbean, 
Mexico  offers  savings  in  room  rates  and 
packages  during  the  ubiquitous  mid-April 
through  mid-December  off-season. 


TEQUILA  SUNRISE 


Four-day/three-night  "Mexico  Breaka- 
tions"  at  Sroiiffer  PresiHente  hotels  and  re- 
sorts (80(I-H6  TKLS-l )  m  Cancun  and 
C^ozumel  cost  $484  per  couple,  about  $100 
less  than  high-season  rates.  Packages  in- 
clude complimentary  upgrades  when 
av  ailable,  a  free  lunch  or  dinner  each  day, 
and  a  gratis  three-minute  phone  call  to  the 
States.  Camino  Real  Hotels  (800-228-3000), 
\\'esrin  Hotels"  Mexican  affiliate,  cuts  reg- 
ular rates  by  about  one-third  at  resort 
properties  in  Acapuico,  (Jancun,  Guadala- 
jara, Ixtapa,  Manzanillo,  Mazatian,  and 
Puerto  V'allarta,  and  offers  a  range  of  at- 
tractive two-,  three-,  four-,  five-,  and  six- 
night  packages.  'I  he  least  expensive  place 
is  .Mazatian,  on  the  I'acific  coast,  where  a 
two-night  package  costs  $196  per  couple; 
six  nights  cost  $580;  and  extra  nights  cost 
$100  each.  Comparable  rates  at  the  costli- 
est Camino  Real  location.  Las  Hadas  in 
Manzanillo,  located  further  south  on  the 
Pacific,  are  $262  for  two  nights;  $794  for 
six,  and  $126  per  extra  night. 

American  Fxpress  Vacations  (800-VK.S- 
AMFX)  markets  a  three-night  package  at 
the  Canciin  Playa  for  $270  per  couple; 
three-night  packages  at  the  Playa  de  Oro 
in  Puerto  V'allarta  begin  at  $170  per  cou- 
ple. Aeromexico  and  Friendly  Holidays 
have  air-inclusive  packages  to  all  major 
south-of-the-border  resort  destinations. 

What  happens  in  Arizona  around  the 
end  of  May  that  makes  its  world  class  re- 
sorts slash  room  rates  by  up  to  60%.'  Must 
have  something  to  do  with  the  triple-digit 


^FREQUENT^ 
=TRAVELER  = 

temperatures  that  hang  on  until  Septem- 
ber, when  prices  rebound  to  nearly  high- 
season  levels.  Still,  local  visitors'  bureaus 
swear  that  the  Heat  Stress  Index,  a  30- 
year  average  of  daily  high  temperatures 
and  afternoon  humidity  readings,  indi- 
cates that  Phoenix-area  summers  are  less 
uncomfortable  than  summers  in  Dallas, 
Miami,  New  Orleans,  and  Orlando.  They 
also  point  out  that  Arizona  greens  fees 
drop  by  up  to  75%,  and  golf  carts  provide 
movable  shade  and  create  refreshing 
breezes.  If  you're  lucky,  there  may  even 
be  a  beer  cooler  on  board. 

Nonetheless,  the  W'esfiti  Arizona  Bilt- 
more  (602-955-6600)  in  Phoenix,  a  Frank 
Lloyd  Wright-inspired  .Mobil  Five  Star 
resort  with  two  golf  courses,  cuts  high- 
season  nightly  rates  of  $210,  $260,  and 
$290  for  double  rooms,  and  $550  for 
suites,  to  $90,  $110,  and  $130  for  doubles 
and  $250  for  the  "suite"  life  between 
May  27  and  September  1.  Bargain  golf 
tennis,  and  "romance"  packages  are  also 
available.  Between  May  25  and  Septem- 
ber 4,  the  Hyatr  Regency'  Scottsdale  (602- 
991-3388)  lowers  room  rates  by  more 
than  half — $100  to  $115  per  night  for  a 
double — and  offers  enticing  discounts  on 
suites  and  one-  and  two-storv  casitas. 
The  Registry  Resort  (800-247-9810)  in 
Scottsdale  also  cuts  rates  on  rooms  and 
golf  and  tennis  packages  by  about  50%. 

The  Stoiiffer  Cottoii-!£:ood  Resort  (602- 
991-1414)  in  Scottsdale  offers  a  two- 
night  Breakation — suite  with  private  pa- 
tio, free  room  service  or  restaurant 
continental  breakfast,  and  full 
lunch — for  $266  per  couple  from  May  16 
through  September  15  (the  same  deal 
cost  $438  last  winter).  A  three-night  Sun- 
sational  Golf  Breakation  including  a 
suite,  breakfast,  18  holes  of  golf,  and  a 


Us  al'ii'dys  snu/orh  miling  m  Sloujfer's  Grand  Beach  resort  on  Sr.  Thomas. 


rental  car  costs  $567  per  couple  (do 
from  $987).  Desert  Breakation  deals  ev 
cross  the  state  line  to  the  Stouffer  Esmer, 
da  Resort  (619-773-4444)  in  Indian  We 
California  (near  Palm  Springs),  wher 
two-night  golf  package  plummets  fr 
$779  to  $499  per  couple  between  Jun 
and  September  16. 


ALOHA.  AM IGOS 


Last  comes  Hawaii:  The  islands  sufl 
very  little  from  unpleasant  ciimaj 
changes  during  the  summer  (indeed,  sor| 
people  prefer  that  time  because  ther 
less  rain).  Daily  highs  of  STF  in  Honolii 
during  August  and  September,  with  a  vc 
occasional  tropical  shower,  mean  tff 
summer  season  rates  there  diminish  t: 
least.  "Hawaii  really  has  two  high  so 
sons,"  says  James  E.  Kaina,  east  regio^i 
director  of  the  Hawaii  Visitors  BureA 
"  The  winter  season  from  about  Decemlp^ 
tenth  through  February  is  for  adults.  D'- 
ing  the  summer  season,  which  starts-. 
mid-June  and  peaks  in  August  (coincidife, 
with  the  school  break),  the  emphasisw 
more  on  families."  | 

The  50th  State  does,  however,  ofh 
some  summertime  bargains.  This  year  tt 
W'estin  Kauai  (808-245-5050)  is  charg 
only  $159  per  night  ($101  below  win 
rates)  for  a  garden  view  room  and  two 
ly  admission  passes  to  the  European 
&  Wellness  Center.  Stouffer  Hotels 
counts  rooms  and  packages  at  their  Mil 
and  Kauai  properties  by  10%  to  20%  d^- 
ing  the  summer  with  some  bargains  ft- 
tending  until  December.  The  Maui 
.nott  (808-667-  1200)  offers  June  throt^- 
September  rack  rates  of  $169  to  $245  |t 
room  (15%  to  30%  off  winter  rates);  a  fa  - 
ily  plan  including  two  guestrooms  plut 
car  rental  for  $299  a  night;  and  a  coup 
summer  package  with  one  room  and  a 
for  $180  a  night.  'FWA  Getaway  Vacati 
including  airfare  and  seven  nights'  acc 
modations  at  numerous  hotels  in  Haw 
decrease  by  about  10%  between  Apr 
and  December  17.  Rates  for  Ameri 
Airlines  Fly  AAWay  Vacations  drop  sli 
ly  (10%  to  15%  off)  until  December 
but  some  hotel  deals  offer  greater  savi 
On  Waikiki  Beach  in  Honolulu,  the 
ng^er  Reef  Tempers  (808-924-8844)  and  0 
rigger  Village  (808-923-3881)  drop  fr 
$240  to  $450  per  couple  for  three  ni 
and  $560  to  $1,050  for  seven  nightsj 
$210  to  .$360  and  $490  to  $890,  respecn 
ly.  Aston  Hotels  &  Resorts  on  Wai 
{Hawaiian  Monarch  (808-949-391 1 ),  lnn\ 
the  Park  (808-946-8355),  Coral  Reef 
922-1262),  Aston  Island  Colony  (808-9 
2345)),  also  cut  rates  by  $15  to  $20  a  ni 
per  room. 

'I  he  opportunities  discussed  here  n 
resent  merely  the  tip  of  a  vast  tropical 
cation  iceberg.  Any  good  travel  agent 
book  these  deals  and  have  you  cooling 
in  no  time. 
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sk  at  The  Westin  Kauai,  Kauai  Lagoons.  To  leave  your  mark  at  one  of  our  breathtaking  resorts  call  800-228-3000. 
Brisas,  Acapulco  •  Camino  Real.Cancun  •  The  Westin  Resort,  Hilton  Head  Island  .•  CaminoReal,Ixtapa  •  The  Westin 
.11,  Kaanapali  Beach  •  The  Westin  Kauai,  Kauai  Lagoons  •  Las  Hadas,  Manzanillo  •  Camino  Real,  Mazatlan  •  The 
itiii  Resort,  Naples,  FL  ( 1992)  •  Walt  Disney  World  Swan,  Orlando  •  Arizona  Biltmore,  Phoenix  •  Camino  Real,  Puerto 
arta  .The  Westin  Mission  Hills  Resort,  Rancho  Mirage  ( 1991)  •  The  Westin  La  Paloma,  Tucson  -The  Westin  Resort,  Vail 


ESriN 


To  BeThe  Oo' 
Everything  Needs  "Bii 


For  as  long  as  f 
the  Department  of 

Transportation  * 
has  been  keep- 
ing records,  one 
airline  has  done  the 
best  job  of  getting 
you  where  you're 
going  on  time: 
American  Airlines, 
r    the  On-time  Machine! 
And  while  we're  proud  kJ|||||. 
of  our  on-time  record,  ^|HK 
we're  prouder  still  of  what  it  says  ^^"^ 
about  American  Airlines. 


in  top  condition.  Which  is  why 
American's  maintenance  is  anything 
but  routine.  It's  exacting.  Uncom 
promising. 

In  fact,  for  every  hou 
in  the  air,  an  American  /' 
Airlines  plane 


BEING  ON  TIME 
MEANS  BEING  METICULOUS 
IN  EVERY  DETAIL. 

Obviously  for  an  airline  to 
be  on  time,  its  planes  have  to  be 


receives  eleven  man-hour 
maintenance.  By  skillful  n 
chanics  whose  training  and  exper 
are  unsurpassed  in  the  industiy 

YOU  CAN'T  BE  ON  TIME 
IF  BAGGAGE  LAGS  BEHIND. 

An  on-time  airline  demands  an 
time  baggage  system.  So  Americai 
keeps  coming  up  with  ideas  to  mj 


:her 


ime  Machine, 
ImUke  Clockwork. 


WE  PUT  OUR  PASSENGERS 
ABOVE  ALL 

While  an  on- 
time  arrival  is 
what  travelers 
say  they  want 
most  from  an  air- 
line, we  know  it's 
not  the  only  thing. 
Which  is  why  at 
American  Airlines, 
you'll  find  courteous 
and  at- 
tentive semce 
every  step  of  the  way 

Because  it's  not  enough 
just  to  get  you  where  you're 
going  on  time.  We  want  to 
be  sure  you  enjoy  the  trip. 

*D.O.T.  cumulative  percentages  of  nonstop  domestic 
flights  arriving  within  15  minutes  of  schedule  for  all  re- 
ported airports,  for  the  seven  largest  airlines  (domestic 
revenue  passenger  miles)  since  September  198~^ 


;age  handling  more  precise. 
:ther  it's  something  as  advanced 
ectronic  scanning  for  accurate 
ng,  or  as  simple  as  double- 
ing  bags  on  connecting  flights. 
At  American  Airlines,  we  under- 
d  the  importance  of  efficient 
;age  handling.  Because  arriving 
me  at  your  destination  doesn't 
n  anything  if  your  bags  don't. 


AmericanAirlines 

Sornetlyingspecial  in  the  air 
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YOU'RE  ALWAYS  IN  THE  FAST  LANE 
WHEN  YOU  RENT  A  CONVERTIBLE 


If  you  see  an  old  \  W  Bug  convertible 
tooling  around  the  streets  of  tony  Hast 
Hampton  this  summer,  don't  be  surprised. 
There  will  soon  be  more  such  relics  hit- 
ting the  open  road  on  Long  island's  Mon- 
tauk  Highway.  Thanks  to  (Classic  (x)n\ert- 
ibles  in  Hast  Hampton,  these  funky 
compacts  are  enjoying  a  second  life. 

And  the  Hamptons  aren't  the  only  place 
w  here  travelers  and  summer  residents  opt 
for  drop  tops  when  renting  vacation 
w  heels. 

Convertibles  are  more  popular  than 
ever,  and  rental-car  companies,  amiing  to 
please  their  customers,  are  stocking  them 
in  quantity.  Catering  to  America's  Icne  of 
the  open  road  and  penchant  for  nostalgia, 
conv  ertibles  are  av  ailable  for  rent  v  irtuallv 
anywhere  in  the  country;  in  many  loca- 
tions, fleets  include  v  intage  editions. 

For  example.  Autoexotica  (415-885- 
6655)  in  San  Francisco  (with  branches  in 
Los  Angeles,  Scottsdale,  Miami,  and  New 
\brk)  specializes  in  luxury  foreign  cars. 
.'\ficionados  can  choose  from  the  follov\  ing 
array  of  the  current  conv  ertibles: 

Mercedes  38()SL  ($205  a  day);  .Mer- 
cedes 5()()SL  and  Porsche  911  (both  $245 
a  day);  Porsche  911  'Turbo  and  Jaguar  XJS 
(both  $295  a  day);  and  BMW  .^25i  ($165  a 
day).  Fach  .Autoexotica  location  stocks  dif- 
ferent models;  the  .San  Francisco  fleet  fea- 
tures 1965  and  1966  Cadillac  Eldorados 
for  $95  a  day.  'There  is  a  5()c  per  mile 
charge  on  each  rental. 


FROM  THE  PAST 


The  aforementioned  Classic  Convert- 
ibles (516-.^>24-l()18)  offers  stick-shift 
\'W's  dating  from  1972  to  1978  for  $50  a 
day  (w  ith  a  three-day  minimum)  or  $245  a 
week.  From  May  through  September,  the 
specialty  purveyor  also  rents  convertible 
Jeeps  and  open-top  Ford  Mustangs  (1984 
to  1987  models)  for  $75  a  day,  $180  for  the 
weekend,  with  unlimited  mileage  in  Suf- 
folk County.  Additional  convertible  mod- 
els include  a  1966  Cadillac,  a  1967  Ford 
.Mustang,  a  1976  Cadillac,  and  a  1978 
Corvette.  All  cost  $100  a  day;  $225  for 
three  davs;  and  $420  for  a  week.  In  addi- 


tion to  these  small,  independently  owned 
companies,  several  of  the  large  national 
agencies  have  hopped  into  the  convertible 
driver's  seat,  offering  ragtops  in  such  pop- 
ular warm-weather  destinations  as  Califor- 
nia, Hawaii,  and  Florida,  as  well  as  .At- 
lanta, the  C]arolinas,  New  Orleans,  Texas, 
Las  \egas,  the  Southwest,  and  even  Wash- 
ington, D.C. 

Tropical  locations  have  inspired  Alamo 
(800-327-9633)  to  include  1989  Pontiac 
Sunbirds  and  1990  Chevrolet  Cavaliers 
among  its  offerings.  In  Miami,  rentals  are 
$45.99  a  day  and  $233.99  a  week;  Phoenix 
rates  run  $49.99  a  dav  and  $249.99  a  week; 
while  in  Maui  and  Honolulu  fees  jump  to 
$59.99  a  day  and  $359.99  a  week. 

Avis  (800-331-1221)  estimates  it  rents 
425  convertibles  a  day.  Their  1,400  Ford 
Mustangs,  Pontiac  Sunbirds,  and  Chrysler 
LeBarons  (all  equipped  with  air  bags) 
make  up  approximately  15%  of  the  fleet 
and  can  be  found  nationwide,  from  Alaba- 
ma to  .Arizona,  Houston  to  San  Diego. 
Rates  are  $39.95  a  day  and  $199  a  week, 
with  unlimited  mileage. 

Budget  (800-527-0700)  combines  do- 
mestic and  foreign  convertibles  in  its  Bev- 
erly Hills  Collection  (213-274-9173).  Dailv 
rates  for  1989  and  1990  models  range  from 
$65.99  for  a  \  \V  Cabriolet  and  $85.99  for  a 
Ford  .Mustang  to  $150  for  a  BMW  325i, 
$195  for  a  Mercedes  560SL,  and  $225  for  a 
Jaguar  SJX.  The  jazzy  Mazda  Miata  can 
be  found  there  for  $99.99  a  day.  Mileage 
charges  vary  by  model.  C'hoices  at  Bud- 
get's other  outposts  varv'.  For  instance,  in 
New  Orleans,  a  Chrysler  LeBaron  rents 
for  $356.95  a  week  ($295  with  a  three-day 
advance  reservation),  with  unlimited 
mileage.  'The  same  car  costs  $299.90  in 
Washington,  D.C.  (with  a  14-day  advance 
reservation)  and  unlimited  mileage,  in  Or- 
lando, a  Ford  Mustang  or  (Chrysler 
LeBaron  goes  for  $299  a  week,  w  ith  un- 
limited mileage,  while  the  LeBaron  Turbo 
turns  up  in  Palm  Springs  for  $299.99  a 
week,  including  1,050  miles  free  of 
charge. 

The  convertible  of  choice  at  Hertz 
(800-654-3131)  is  the  1990  Ford  Mustang 


LX.  Av  ailable  in  major  cities  and  resort 
eas.  including  Atlanta,  Charlotte,  a 
Myrtle  Beach,  as  well  as  through( 
northern  and  southern  California,  Haw 
and  Florida,  rates  during  peak  sea; 
range  from  $229  a  week  in  Maui  to  $25 
week  in  Los  .Angeles,  both  with  unlimi 
mileage. 


FAIR-WEATHER  FRIEND 


National  (800-328-4567)  began  its  C 
ifornia  Classics  promotion  in  1987,  of! 
ing  vintage  cars  in  the  Golden  State.  Fl 
da  Funwheels  followed  in  1988  w 
nostalgic  cruisers  for  rent  at  airport  lo 
tions  in  Fort  Lauderdale,  Fort  Myers 
ami,  Orlando,  Tampa,  and  West  Pa 
Beach.  Both  are  still  going  strong  and 
only  av  ailable  to  members  of  Nation; 
frequent-renter  program,  the  Emer 
Club  (membership  costs  $60  a  year).  1 
highlights  of  the  Florida  collection  are  t 
1955  Cadillac  Eldorados  and  a  IS 
(Chevrolet  Corvette.  In  Los  Angeles, 
late  Karen  Carpenter's  restored  IS 
(>'hrvsler  300  still  looks  like  a  star  on 
freeway.  Vintage  vehicles  in  California 
Florida  cost  $49.95  a  day.  plus  30c  a  m 
Throughout  the  rest  of  the  country,  \ 
tional's  multiple  locations  rent  converti 
Pontiac  Sunbirds,  Chevrolet  Cavalit 
and  Chrysler  LeBarons.  Weekly  ra 
range  as  follows:  $174  in  Honolulu  w 
unlimited  mileage;  $217  in  Huntsvi 
(prepaid  with  a  14-day  advance  reser 
tion);  $287.99  in  Dallas  with  700  fi 
miles  (37(?  per  mile  thereafter);  and  $. 
in  Miami  v\ith  unlimited  mileage. 

The  majority  of  conv  ertibles  in  Thrifi 
(8()0-FOR-CARS)  nationwide  converti 
fleet  are  1989  and  1990  Chry  sler  LeBarc] 
which  surface  in  such  spots  as  Roches 
Syracuse.  V'ail.  Aspen.  Omaha,  and  P( 
land,  Maine,  as  v\ell  as  more  popular  de 
nations  throughout  California,  Florida, 
Texas.  A  sample  rate  for  a  spiffy  four-ses 
is  $44.95  a  day  in  Daytona  Beach,  Flori 
$219.95  a  week,  both  with  unlimii 
mileage  within  Florida. 

So  on  your  next  driv  ing  trip,  go  for  a  d 
top  and  let  a  little  fresh  air  into  your  life. 
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How  Tb  Tip  Corporate  TkAVEL  In  ^UR  EwoR^ 


Whether  you  re  working 
^orare  already  there,  we  realize  controlling  your  travel 
^kins  can  be  an  important  part  of  the  climb.  That's 
vhy  we  developed  Commercial  SABRE,  a  corporate  ver- 

of  SABRE®,  the  world's  largest  computer  travel 
reservation  system. 

With  Commercial  SABRE,  you  have  round- 
the-clock  access  to  schedules  and  fares  of  all 
ajar  airlines,  car  rental  companies,  hotels  and 
tore.  So  you  can  easily  find  and  make  the  right 
preservation  at  the  right  price 

But  Commercial  SABRE  doesn 't  stop 
Wthere.  It  's  fully  integrated  with  your  SABRE 
^travel  age  icy  so  your  reservations  auto-A 


rnatically  go  to  your  travel  agent.  Then  your  tickets  can 
be  printed  in  your  offices,  or  your  agency  can  deliver 
them  to  you.  Meaning  what  you  want  is  exactly  what 
:  you  get  In  addition.  Commercial  SABRE  adheres  to 
your  company's  corporate  travel  policies.  And  where 
^Commercial  SABRE  goes,  unexcelled  service  and 
upport  follow. 

To  find  out  more  about  Commercial 
3RE  and  how  it  can  tip  corporate  travel  in 
our  favor,  just  call  1-800-43 3-75 56,  exi  4813 

^mmercial 
SAHRE. 


Mevs 
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SPECIAL  ADVERTISING  section 


^FREQUENT- 
=  TRAVELER^ 

MADE' 
IN  THE 
SHADE 

A  SUNGLASSES  PRIMER  TO  HELP  YOU 
MAKE  A  SPECTACLE  OF  YOURSELF 


A/'Oi  i :  Rn  o.  (X  er/cuf.  from  top  to  bottom:  Holle.  Cartier,  Vauniet's  Chrcron  Vauriiet's  Tropez. 


When  the  world  looks  at  my  friend's 
silver-framed  sunglasses,  it  sees  it- 
self in  aquamarine  iridescence.  W  hen  m\ 
friend  looks  out  at  the  world,  she  sees  its 
true  colors. 

Her  glasses  aren't  playing  tricks. 
'i"hey'\e  been  coated  on  the  outside  with 
a  mirrorlike  blue  metallic  layer  that  re- 
flects light;  the  insides  of  the  lenses  are  a 
simple  green  acrylic  that  allows  her  to 
\  icw  her  surroundings  w  ithout  distortion. 

\\  ith  her  Courier  and  (iross  of  London 
shades,  my  friend  is  donning  the  eyewear 
of  the  future:  The  frames  are  lightweight, 
almost  unbreakable,  and  crafted  of  stylish 
aluminum;  the  two-toned  lenses  are  spe- 
cially treated  to  keep  out  the  sun's  harm- 
ful rays. 

■'  !  here  are  two  trends  in  sunglasses  to- 
day," says  David  Htmtress,  of  C;olorado's 
BoIIe  America,  a  leading  force  in  the 
shade  trade.  "First  there  is  the  continued 
use  of  the  iridescent  look — a  blue,  yellow, 
or  green  color — which  has  no  bearing  on 
what  the  wearer  sees.  .'\n()ther  trend  is  the 


return  to  more  traditional  styles  and  an  ex- 
pansion of  the  use  of  traditional  frames." 

.Sunglasses  weren't  always  so  high  tech. 
.\  red,  yellow,  or  blue  plastic  lens  in  a  plas- 
tic frame  was  standard  issue  for  years.  But 
seeing  red  (or  blue  or  yellow)  wasn't  good 
for  the  eyes,  and  dark  lenses  in  black 
frames  got  monotonous.  I'hen  came  a  new 
aw  areness  of  the  sun's  impact — ultraviolet 
rays  can  cause  cataracts,  experts  say;  in- 
frared rays  can  dry  out  eyes;  and  blue 
light,  the  sun's  shortest  spectral  rays, 
strains  eyes  with  haze  and  glare. 


FOR  YOUR  EYES  ONLY! 


Today's  high-end  sunglasses  are  syn- 
thetic dreams,  built  with  the  latest  nylon 
frames  and  newfangled  polycarbonate 
lenses  dipped  in  ray-fighting  coatings. 
Polycarbonate,  an  upscale  version  of  plas- 
tic, is  lighter  than  glass  and  difficult  to 
shatter.  The  best  glasses  make  use  of  that 
or  a  similar  substance,  blocking  ultrav  iolet 
and  infrared  rays  plus  blue  light;  this  is  in- 
dicated by  their  tags.  Even  the  purists  in 


the  business — companies  that  utilize  gl; 
and  real  gold,  for  instance — are  adopti 
the  latest  technology. 

But  scientific  advancements  aren't  t 
only  new  s.  In  each  of  the  five  brands  p 
filed  here,  updated  designs  are  also  mt 
ing  headlines.  Bold  dressers  are  sporti 
sunglasses  once  reserved  for  skiers,  a 
the  conservative  crowd  is  shedding  th^ 
dark  lenses  for  wildly  colored  iridesce 
tones.  \  good  pair  of  fashionable,  nar 
spectacles  will  average  from  $80  to  $2( 
Cartier,  however,  doesn't  turn  out  glass 
for  under  $4,V);  they're  made  of  gold  ov^ 
lay  or  palladium.  Even  more  extravaga 
one  of  the  French  company's  gold-and-i 
amond  models  can  cost  more  than  a  Mi 
cedes,  at  $82,800. 

Cartier  has  fashioned  rock-studd' 
glasses  for  more  than  100  years;  they' 
graced  the  faces  of  such  stars  as  Co 
Chanel  and  Elton  John.  The  general  pu 
lie  was  introduced  to  Carrier's  contemp 
rarv  collection  a  few  years  ago;  the  latt 
offering  in  that  line  is  constructed  of  pal 
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Check  Into  Any 
Marriott  With  Visa  And  You'll 
Check  Out  With  A  Gift 
Every  Time.  , 


If  you  have  a  Visa  card,  we  have  something  special  for  you. 
Because  we'll  give  you  a  free  gift  every  time  you  use  your  Visa 
card  to  check  into  any  Marriott  Hotel  &.  Resort  or 
Suites,  Residence  Inn,  Courtyard  or  Fairfield  Inn. 
This  offer  is  available  exclusively  to  Visa  card- 
holders from  May  1st  through 
August  31st,  1990. 

You  could  receive  five  years  of 
week-long  holidays  at  Marriott 
Resorts,  a  trip  to  the  Orient  featur- 
ing a  stay  at  the  Hong  Kong 
Marriott,  or  one  of  our  many  three- 
day  weekend  getaway  packages  to  some  of  the  hottest  spots 
in  the  U.S.,  from  San  Francisco  to  the  Rorida  Keys.  Plus 

HOTELS  RESORTS 
1-800-228-9290 


special  values  from  American  Airlj 
dining  discounts,  and  more! 
Also,  remember  to  guarantee  your  Marriott 
reservation  with  Visa's  Guar- 
anteed Reservation  Service. 
TTiat  way,  you  can  be  sure 
that  your  room  and  your  gift 
are  going  to  be  there,  when- 
ever you  get  there. 
So  whether  you're  planning  a  business 
trip,  a  romantic  weekend  for  two,  or  the 
family  vacation,  remember  Marriott.  And 
remember  your  Visa  card.  Because  when  you  check  into 
Marriott  with  Visa,  everyone  checks  out  a  winner. 


COURHARD 

1-800-321-2211 


1-800-228-2800 


1-800-331-3131 


NO  PURCHASE  NECESSARY,  Void  where  prohibited.  Open  to  U.S.  residents  18  years  or  older:  addi- 
tional age  restrictions  may  apply  to  some  prizes.  Game  expires  8/31/90  or  sooner  if  gamecard 
supply  is  exhausted ,  For  complete  official  rules  and  a  gamecard .  send  a  self-addressed,  stamped 
envelope  to  Official  Rules  RO.  Box  1242,  Elmhurst,  IL  60126-8242  by  8/31/90  (WA  residents  may 
omit  return  postage.)  Sweepstakes  subject  to  complete  official  rules,  which  are  available  at  par- 
ticipating hotels  and  resorts.  PRIZES:  GRAND  (1)  Five  years  of  week-long  vacations  at  Marnott 
Resorts.  Approx.  retail  value  $12,900  (odds:  1:1 ,172,610).  FIRST  (5)  A  trip  to  the  Orient.  Approx. 


retail  value$10,350  (odds:  1 : 234 ,522).  SECOND  (50)  Week-long  vacation  at  any  Marriott  Hotel  oi 
Resort  in  the  Continental  U.S.  Approx .  retail  value  $1 .930  (odds:  1 :23,452)  THIRD  (200)  3-day 
weekend  Getaway  Package  at  any  Marriott  Resort  in  Continental  U  S  Approx  retail  value  $1 ,125 
(odds:  1:5,863).  FOURTH  (140,695)  2  Amencan  Airlines  $25  discount  coupons  Approx  retail  value 
$50.  (odds  1 :8).  FIFTH(123,000)  Dining  discount  at  participating  Marriott  Hotel  or  Resort  restaurant. 
Approx  retail  value  $21  (odds:  1:10).  SIXTH  (126,869)  Gift  Shop  30%  discount  coupon  Approx. 
retail  value $9,  (odds:  1:9).  ©Visa  U  S  A,  Inc.  1990 
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dium  and  22-karac-g()ld  place. 

These  new  hand-finished  sunglasses 
pick  up  the  chain-link  design  in  the 
Firm's  Panthere  watches,  bracelets,  and 
rings.  The  Carrier  signature  decorates 
the  temples,  bridge,  and  stems,  and 
a  custom  serial  number  is  etched 
beneath  the  bridge.  For  a  moment 
w  hen  the  lenses  are  fogged,  two  crossed 
"Cr"s  appear,  then  disappear. 

"People  can  build  a  uardrobe  with 
these,"  says  Thierry  Chaunu,  Nice-presi- 
dent of  marketing  for  Carrier.  "If  you  wear 
Carrier,  people  know  you  are  wearing  a 
nice  eyepiece.  People  are  becoming  more 
conscious  of  the  accessories  they 
wear  because  they  want  to  make  a 
statement  about  themselves." 
Each  lens  in  the  collection  is 
formed  into  a  subtle  geometric  shape. 
The  Must  is  narrow  and  oblong; 
Demi-Lune,  a  half-moon:  \'endome  is 
an  aviator;  and  the  newest  style,  Ro- 
mance, is  a  slightly  rounded  square.  The 
".S"  frame  is  not  quite  o\  al  and  is  trimmed 
in  blue  sapphires.  Kach  block  ultraviolet 
rays  100%. 

Bausch  &  Lomb  is  another  company 
that's  been  tinkering  with  its  classic  sun- 
vsear:  "\\e'\e  added  over  two  hundred 
styles  in  three  years,"  says  representati\e 
Norman  Salik.  "But  the  fifty-three-year- 
old  a\iator  is  our  leading  brand.  Like 
Levis,  it's  a  classic;  it's  .American;  it's  high 
quality  and  will  last  forever."  Ray-Ban  avi- 
ator sunglasses  were  first  made  popular 
by  World  War  II  combat  and  support 
fliers  and,  more  particularly,  by  Gen- 
eral Douglas  MacArthur;  designed 
in  1937,  the  aviators  are  still  the 
biggest  seller. 

So  what's  new  is  essentially 
what's  old — with  a  twist.  Ray- 
Bans  are  still  made  with  the  familiar 
gold-wire-rim  frames,  but  they're  getting 
bolder.  .Some  updated  versions  have  a 
black  chrome  or  24-karat-gold  plated  fin- 
ish. Others  mi.x  mock  tortoiseshell  or  En- 
glish bridle  leather  frames  with  gold-wire 
bridges  and  ear  stems.  The  General,  an 
aviator  style  created  to  celebrate  Ray- 
Ban's  50th  anni\ersary,  buffers  the  sun 
best,  explains  Salik. 

-Another  hot-selling  Ray-Ban  model  is 
the  Wayfarer,  a  cat's-eye  look  first  un- 
\eiled  in  1952;  the  style  epitomizes 
the  "Leave-It-to-Beaver"  era.  A  few 
years  back  it  was  repopularized  in 
the  hit  films  Ris/ty  Business  and  T^e 
Blues  Brothers.  Current  Wayfarers  take  a 
walk  on  the  wild  side  with  new  frames  in 
red,  red  and  black,  and  gray  and  black,  or 
w  raparounds  made  of  a  combination  plas- 
tic-and-metal  frame. 

Fashion  designer  Donna  Karan's  new 


DKNY  EYES,  with  black  lenses  ail 
mock  tortoiseshell  frames,  by  Bausch  : 
Lomb,  speak  to  the  many  moods  of  Nc 
York  City.  Eastside,  Downtown,  Westsic, 
Soho,  and  I'ptown  are  the  names  of  t- 
various  stvles. 


EYES  OF  THE  BEHOLDER 


F'or  an  altogether  different  mcio 
Olympic  skier  Jean  V'uarnet  lent  nar 
to  a  pair  of  sunglasses  designed  b\i 
F  rench  optician  30  years  ago.  Fellc 
skiers  fell  in  love  with  them  immediate 
but  in  the  last  decade,  Vuarnet  spc 
have  made  a  successful  jump  from  sno 
covered  slopes  to  jewel-studded  bo- 
tiques. 

Fheir  most  classic  looks  are  the  Skily> 
for  downhillers  and  the  Nautilux  for  t: 
water  set.  Two  new  options  in  Vuarne! 
"Collection  Limitee"  are  Tropez,  a  rour- 
ed-frame  stretched  outward  toward  tj 
temples  and  Che\  ron,  a  large  rounded- f 
square  frame. 

Crafted  of  durable  zyl  (a  handcrafti 
high-grade  F'rench  plastic)  with  frames; 
black,  light  or  dark  mock  tortoise,  ai 
clear,  these  chic  shades  have  PX  201 
lenses  that  keep  out  ultraviolet  light  aJ 
make  them  perfect  for  everyday  con  - 
tions  as  well  as  those  encountered  wh 
cycling,  golfing,  and  playing  tennis. 

Just  as  sports  fashions  in  clothes 
headlining  ready-to-wear  collections,  o 
er  athletics-oriented  sunglasses — in  ad 
tion  to  \'uarnet"s — ha\e  found  their  w 
onto  the  faces  of  the  image  conscious.  B 
le  is  a  good  example.  Vxom  sleek  wr; 
around  frames  in  gumball  colors  or  Graf 
designs  to  more  traditional  cat's-eyes  a 
aviators,  Bolles  make  spectacles  of  th 
owners  on  tennis  courts  and  urban  stree 
Fhe  glasses  sport  iridescent  polycarbon; 
lenses  that  block  ultraviolet  rays. 

Joining  Bolle  are  Revo  sunglass 
which  are  crafted  into  the  more  comnr 
shapes  of  circles,  squares,  and  ovals, 
v\ell  as  a\iators  and  cat's-eyes.  Their  c 
tinct  style  is  revealed  in  the  plastic-ai 
metal-mix  frames  and  \iolet-,  gree 
blue-,  orange-,  or  amber-coated  lenses. 

"I  love  Revos  because  of  the  twen 
tw  o  different  layers  of  coating,"  says  A 
Kurfirst,  a  New  ^'ork  City  ophthalmo 
gist.  "They've  developed  an  especia 
good  formula:  The  lenses  reflect  lij 
well,  and  they  don't  distort  anything.  T 
eye  still  reacts  to  light  as  it  should,  w 
pupils  contracting  and  expanding." 

The  best  way  to  select  sunglasses  is 
put  on  a  pair.  Behind  my  friend's  bl 
coated  lenses  she  says  she  feels  protect 
"'Fhey're  the  best  sunglasses  I've  e 
had,"  she  explains.  "They're  especii 
great  for  my  contacts  because  lenses  m; 
me  more  sensitive  to  sunlight.  And 
sides,  people  stop  me  all  the  time  £ 
comment:  'Great  shades,'  and  'Love  th 
glasses.'" 


This  will  get  you  back  to  the  US. 
in  about  14  seconds. 


AT&T's  USADirect®  information  card  makes  it 
easy  to  call  home  when  you're  overseas.  Just  dial  the 
USADirect 2iccess  number  for  the  country  you're 
calling  from  and  you'll  be  connected  to  an  AT&T 
Operator  in  the  U.S.  within  seconds.  Use  yom  AT&T 
Card 01  call  collect.  It's  fast.  It's  economical.  And  it's 
available  in  over  50  countries.  For  your  information 
card,  just  call  1  800  874-4000,  Ext.  301. 


FRANCE 


AT&T 

The  right  choice. 


©1989  AT&T 
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AMERICALENDAR 


EK'crv  summer,  Americans  take  a  break 
from  school  or  work  to  enjoy  \  acations, 
travel,  and  relaxation.  Whether  people  use 
their  leisure  time  to  journey  far  from 
home  or  choose  to  stay  close  by,  there's  a 
multitude  of  events  and  activities  all 
across  the  United  States  designed  for  va- 
cationers and  business  travelers  ripe  for  a 
respite.  Most  states  hold  their  annua!  state 
fairs  in  the  warmer  months,  and  this  year, 
communities  across  the  cotmtry  will  host  a 
slew  of  summer  music  festivals,  from  the 
classical  offerings  at  l"anglev\()od  in 
Lenox,  Massachusetts,  to  Reggae  on  the 
River  in  Piercy,  (California.  Drama,  muse- 
um exhibits,  cultural  celebrations,  and 
sports  also  abound. 

Perhaps  the  nation's  most  anticipated 
and  publicized  event  this  simimer  takes 
place  in  .Seattle  when  the  Lnited  States 
hosts  the  Goodwill  Games.  Athletes  from 
around  the  globe  will  convene  in  an 
Olympic-caliber,  world  class  sporting  meet, 
accompanied  by  an  extensive  arts  festival. 

This  calendar  provides  a  selection  ot 
events  and  festivals  throughout  the  Unit- 
ed .States  from  mid-June  through  .Septem- 
ber. Telephone  numbers  for  further  infor- 
mation follow  each  entry. 


NORTHEAST : 


DELAWARE 

Jiilv  14-l.S:  Ice  (Jream  Festival, 
Wilmmgton.  Homemade  ice  cream,  hot- 
air  balloons,  high-wheeled  bicycle  demon- 
strations, barbershop  (|uartets,  and  an  old- 
tashioned  baby  parade  set  the  Victorian 
flavor  of  this  event  held  on  the  groimds  of 
the  I'^th-century  estate  of  the  Rockwood 
Museum;  ,^()2-.S71 -7776. 

MARYLAND 

Jime  26-August  26:  "Stitching  Memo- 
ries; African-American  Storv'  Quilts," 
Baltimore  Museum  of  Art,  Baltunore.  More 
than  M)  (]uilts  by  folk  and  schooled  artists 
are  the  highlights  in  this  exhibit  of  autobio- 
graphical, biblical,  and  political  narratives 
represented  on  fabric;  .^01 -,^96-6.^10. 

MASSACHUSETTS 
June  ii-September  1:  Jacob's  Pillow 
Dance  l^estival,  Becket.  liance  compa- 
nies as  diverse  as  the  American  Ballrcjom 
Theater,  Paul  Taylor  Dance  CJompany,  and 
Urban  Bush  Women  make  appearances  at 


this  5Sth  annual  event;  4UVZ4.V()74.S. 

Jtme  29-July  4:  Boston  Harborfest, 
Boston.  This  independence  celebration 
focuses  on  the  city's  waterfront  and  the  bi- 
centennial of  the  U.S.  Coast  Guard. 
Events  include  the  judging  of  Boston's  best 
chowder,  fireworks,  and  a  July  4th  concert 
by  the  Boston  Pops;  61 7-227-US28. 

June  29-August  26:  Tanglewood, 
Lenox.  When  the  Boston  Symphony  Or- 
chestra migrates  to  its  summer  himie  ui 
the  heart  of  the  Berkshires,  music  fans  fol- 
low to  the  .SOO-acre  estate.  After  a  week  of 
chamber  music,  the  concerts  begin  in 
earnest  on  July  5,  w  ith  performances  e\ery 
Thursday  through  Sunday;  617-266-1492. 

NEW  HAMPSHIRE 
August  1 1:  Old-Time  Farm  Day,  New 
Hampshire  Farm  Museum,  Milton.  More 
than  60  activities  and  demonstrations 
about  farm  life  in  the  past,  including  spin- 
ning, wea\ing,  and  woodworking,  fill  the 
day.  There  will  be  hands-on  opportimities 
for  children  and  a  chicken  barbecue  for 
everyone;  603-652-7S4(). 


NEW  JERSEY 

July  20-22:  New  Jersey  Festival  of 
Ballooning,  Readington.  One  hundred  or 
more  traditional  hot-air  balloons,  as  well  as 
several  specialty  balloons  fly  each 
evening,  while  an  old-time  air  show  pro- 
vides afternoon  entertainment.  F!thnic 
food,  arts  and  crafts,  and  a  fireworks  dis- 
play the  first  night  add  to  the  festivities  at 
.Solberg  airport;  201-2.^6-67,^.^. 

.August  4:  Hambletonian  Harness 


111  CVI 

Racing  Classic,  East  Rutherford.  T 
crown  jewel  of  harness  racing — the  chaBirtsei 
pionship  for  three-year-old  trott 
-comes  to  Meadowlands  Racetrac 
Bring  a  picnic  for  the  daylong  event;  2(  ^ii4 
933-8500. 

NEW  YORK 

'Through  December  31,  1990:  "Tit£ 
ic!"  South  Street  Seaport  Museum,  N  k' 
York  CJity.  This  exhibit  features  a  com 
nation  of  original  ship  plans,  artifacfthiN 
newspaper  clippings,  recordings,  nev 
reels,  music,  and  models  documenting  I  ,snij 
sunken  luxury  liner's  single  voyage,  2 
669-9430. 

June  23-August  19:  Caramoor  Mu 
Festival,  Katonah.  Music  lovers  flock 
the  Spanish  Courtyard  and  the  Venetijjval  s! 
Theater  at  this  Westchester  County  est; 
for  performances  by  such  masters  as 
anist  Vladimir  Feltsman,  violinist  Itzh  jnJft 
Perlman,  and  soprano  Roberta  Pete 
914-232-1252. 

June  2-^-September  4  "Matisse  in  IV 
rocco,"  Museum  of  Modern  Art,  N 
■^brk  City.  A  cache  of  paintings  and  r; 
drawings  from  sketchbooks  show  He 
Matisse's  impressions  of  North  Africa  d 
ing  his  visits  in  1912  and  1913;  212-7( 
9480. 

July  11-August  25:  Mostly  Moz 
Festival,  New  \brk  Cky.  Opening  nij 
at  New  fork's  premier  summer  music  f 
rival  features  the  concert  version  of  j 
lin[)res(ino\  Gerard  .Schwarz  will  condi 
the  Mostly  Mozart  Festival  Orchest 
Other  programs  at  Lincoln  Center's  Av 
Fisher  Hall  feature  flutist  Jean-Pie 
Rampal  and  a  performance  of  Mozai 
Rrtjuienn  212-874-6770 

.August  5-6:  Baseball  Hall  of  Fai 
Induction  and  Hall  of  Fame  Gan 
(Jooperstown.  Jim  Palmer  and  Joe  Morf  [^^..^^ 
are  this  year's  honorees.  'The  inducti 
takes  place  August  5  at  the  Flail  of  Far 
followed  by  a  game  between  the  Montr 
Expos  and  the  Baltimore  Orioles  at  Di 
bleday  Field  on  August  6;  607-547-9988 
August  18:  Travers  Stakes,  .Sarato 
'This  highlight  of  the  racing  season  is  i 
oldest  continually  run  stakes  race  for  thr 
year-olds  in  the  country;  518-384-4700. 

August  27-September  9:  U.S.  Opt 
Flushing  Meadows-CCorona  Park,  Quee 
America  s  top  professional  tennis  tour: 
ment  and  the  fourth  leg  of  the  Gra 
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draws  the  best  128  male  and  female 
;rsinthe  world;  718-271-5100. 

PENNSYLVANIA 
ne  30-July  8:  Gettysburg  Civil  War 
tage  Days,  Gettysburg.  This  eighth 
lal  event  commemorates  the  127th 
I'ersary  of  the  Battle  of  Gettysburg 
a  battle  reenactment,  a  living-history 
mpment.  Fourth  of  July  program, 
ire  series,  band  concerts,  Civil  War 
show,  fireman's  festival  and  parade, 
I  show  of  Civil  War  memorabilia;  717- 
3274. 

RHODE  ISLAND 
ly  17-22:  The  Big  Apple  Circus, 

lestown.  "Grandma  Goes  West"  is 
itie  of  this  yei-r's  production,  being 
d  at  Ninigret  Park.  The  one-ring  cir- 
jffers  clowns,  acrobats,  equestrian 
and  a  world-champion  trick-rope 
;  401-364-0890. 

VERMONT 

ly  15-August  4:  Vermont  Mozart 
ival,  Shelburne,  Stowe,  and  Burlington, 
outdoor  concerts  in  this  festival  move 
venue  to  venue — as  the  strains  of  con- 
and  symphonies  fill  the  valleys  of  the 
n  Mountain  State;  802-862-7352. 

WASHINGTON,  D.C. 

ne  27-July  1  and  July  4-8:  Festival 
imerican  Folklife.  Special  exhibits 
py  the  Mall  in  the  nation's  capital, 
isored  by  the  Smithsonian  Institution, 
"estival  includes  a  look  at  the  music, 
s,  storytelling,  and  fishing  traditions 
e  U.S.  Virgin  Islands;  202-375-2700. 
ly  4:  An  American  Festival/Con- 
at  the  Capitol.  This  free  concert  by 
*^Jational  Symphony  Orchestra  on  the 
:  Lawn  of  the  U.S.  Capitol  is  one  of 
lington's  most  popular  summer  tradi- 
i;  202-416-8525. 


SOUTH 


GEORGIA 

[irough  August  5:  "Black  Art — An- 
ral  Legacy:  The  African  Impulse 
.frican-American  Art,"  High  Muse- 
af  .Art,  Atlanta.  Tracing  the  impact  of 
:an  culture  on  the  work  of  20th-centu- 
frican-American  artists,  this  exhibit 
ires  156  works  bv  49  formallv  trained 
self-taught  artists';  404-892-HiGH. 

NORTH  CAROLINA 
ne  16:  National  Hollerin'  Contest, 
ey"s  Corner.  That's  right:  Screaming 

lungs  out  (actually,  listening  to  others 
n  their  vocal  cords)  is  the  draw  here. 

annual  all-day  event  includes  Junior 
lerin'  and  Ladies  Callin'  contests  as 


well  as  the  main  competition.  Winners 
ha\e  appeared  on  "  The  Tonight  Show 
Starring  Johnny  Carson";  919-567-2156. 

TENNESSEE 
August  11-19:  Elvis  International 
Tribute  Week,  Memphis.  Marking  the 
13th  anniversary  of  the  King's  death,  cele- 
brations around  the  city  range  from  a  sock 
hop  and  a  nostalgia  concert  to  a  candle- 
light vigil  held  on  the  15th;  901-332-3322. 

VIRGINIA 

June  19-August  19:  "Wendell  Castle: 
A  Retrospective,"  Virginia  Museimi  of 
Fine  Arts,  Richmond.  More  than  40  works 
by  one  of  the  leading  art  furnituremakers 
in  the  country  comprise  this  spectacular 
show;  804-367-0844. 

July  29-September  16:  "The  Art  of 
Babar,"  Chrysler  Museum,  Norfolk.  The 
original  drawings  from  the  famed  chil- 
dren's books  by  father  and  son  artists  Jean 
and  Laurent  de  Brunhoff  span  60  years  in 
the  life  of  Babar,  (>eleste,  and  their  ele- 
phant family;  804-622-1211. 


MIDWEST 


ILLINOIS 

Through  August  12:  "Monet  in  the 
'90s:  The  Series  Paintings,"  Art  Insti- 
tute of  Chicago,  Chicago.  This  imique  ex- 
hibit of  85  works  by  the  famed  French 
artist  draws  on  collections  from  around  the 
world.  Painted  in  the  1890s,  the  canvases 
depict  haystacks,  poplars,  the  Rouen 
Cathedral,  and  the  Creuse  Valley  through- 
out the  seasons  and  in  different  light;  312- 
443-3600. 

June  27-July  4:  Taste  of  Chicago, 
C'hicago.  This  food  and  beverage  bonanza 
includes  75  of  the  city's  top  restaurants, 
five  stages  with  entertainment  by  nation- 
ally acclaimed  performers  and  local  talent, 
and  a  July  3  fireworks  display  and  concert; 
312-744-3315. 

IOWA 

July  21-29:  Port  of  Sioux  City  River- 
cade,  Sioux  City.  This  27th  annual  cele- 
bration pays  tribute  to  the  city's  rich  her- 
itage as  a  key  port  on  the  Missouri,  with 
the  Golden  Nights  Parachute  Team, 


Why  do  Quests  come  to 
Hotel  Nikko  Hongkong  time  and 
again  ?  Perhaps  it  is  the  quiet  elegance 
of  our  rooms.  Or  the  soothing 
ambience  of  our  lounges. 
Ma\^be  the];  are  impressed  with  the 
wide  range  of  fine  cuisine 
we  offer  Or  appreciate 
our  full-service  business  center 
Possibl}^.  it's  the  breathtaking 

uiew  of  the  harbor 
Why  not  see  it  for  yourself? 


hotel  nikko  hongkong 

72  Mody  Road.  Tsimshatsui  East,  Kowloon.  Hong  Kong 
Tel  7.19I1II  Telex  .11102  NIKHO  HX  Fax  HI.1I22 


^  nikko  hotels  international 

For  reservations,  call  your  travel  agent, 
Japan  Airlines  office  or  Nikko  Hotels  International: 
Toll  free  in  U.S.  and  Canada 
1-800-NIKKO-US  (645-5687) 
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Marie  Osmond,  fireworks,  a  parade,  and  a 
carnival;  712-277-4226. 

MICHIGAN 
July  7-14:  National  Cherry  Festival, 
Traverse  City.  Parades,  cherry-pie-eating 
contests,  cherry-pit-spitting;  contests,  and 
rock,  country,  and  marching  band  music 
will  fill  the  streets  of  the  place  in  which 
50%  of  the  nation  s  tart  cherries  are  grown; 
616-947-5075. 


4u  p. 


August  30-September  3:  Montreux 
Detroit  Jazz  Festival,  Detroit.  One  of 
the  nation's  top  music  festivals  features 
such  talents  as  Dizzy  CJiiiespie,  the  Bran- 
ford  Marsalis  Band,  and  the  Jimmv 
Wilkins  Orchestra;  3I,V2.S9-.S400. 

MINNESOTA 

Jime  15-June  24:  Midsummer,  A  Min- 
nesota Festival  of  Music,  Bloomington. 
(Celebrating  the  musical  heritage  of  Ger- 
many, the  Siidwcstfunk  Baden-Baden  Or- 
chestra opens  this  series  of  concerts  in  Ily- 
land  Lake  Park  Reser\'e.  Other  performers 
include  Ute  Lemper,  Klia  Fitzgerald,  and 
local  brass  bands;  612-S'^>7-1  755. 

July  I.V22:  Minneapolis  Aquatennial, 
Minneapolis.  This  annual  event  celebrates 
the  beauty  and  livability  of  the  City  of 
Lakes  with  more  than  75  activities,  includ- 
ing two  parades,  a  hole-in-one  golf  tourna- 
ment, sand-castle  building,  and  powerboat 
races;  612-,W7-4621. 

MISSOURI 

/\ugust  2.5-.September  3:  Japanese  Fes- 
tival, Missouri  Botanical  fiarden,  St.  Louis. 
'/hi^fj  (drummer)  groups,  kabuki  dance 
grotij/s,  and  Suzuki  violinists  converge  on 
the  14-acrc  Seiwa-Kn  garden,  the  largest 
traditional  ja(ianese  garden  in  North  Amer- 
ica, for  iJemonstrations  of  Japanese  arts; 
3 14-577-5!  2-. 

HBRASKA 
June  22-23:  <  irand  Kabuki  Theatre  of 
Japan,  Lincoln.  On  its  first  full-scale  L.S. 
tour  the  65-membcr,  all-male  troupe  stops 
at  the  Lied  (Center  for  Performing  Arts  to 
share  traditional  Japtanese  theater.  The  pro- 
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duction  consists  of  two  plays,  Nanikami 
("The  Thunder  God"),  and  Migtiwan 
Zazen  ("The  Substitute  Mediator");  402- 
472-4747. 

OHIO 

June  21-August  11:  Lyric  Opera  of 
Cleveland's  Al  Fresco  Festival, 
(Cleveland.  Rossini's  opera  Cinderella 
opens  this  season's  outdoor  perfor- 
mances at  the  (Cleveland  Institute  of 
Music.  Jerry  Bock  and  Sheldon  Har- 
nick's  musical  She  Loves  Me  follows, 
along  with  Mozart's  The  Magic  Flute;  216- 

June  27-August  "Photography 
Until  Now,"  Cleveland  Museum  of  Art, 
(Cleveland.  275  images  from  the  1830s  to 
the  present  form  a  comprehensive  sur- 
vey of  the  art  and  history  of  photogra- 
phy. Highlights  include  portraits  by  Julia 
Margaret  (CCameron  and  Lewis  (Carroll,  as 
well  as  studies  by  .Alfred  Steiglitz  and 
Margaret  Bourke-White;  216-421-7340. 

WISCONSIN 
July  12-15:  Bastille  Days,  Milwau- 
kee. Dancing  in  the  streets  is  but  one  of 
the  activities  comprising  this  celebration 
of  the  I'  rench  Rexolution.  Bicycle  races, 
a  5K  "Storm  the  Bastille"  run/walk,  and 
French  entertainment  and  food  add  to 
the  festivities  at  North  America's  largest 
Bastille  Day  event;  414-271-1416. 


SOUTHWEST 


NEW  MEXICO 

June  29-August  25:  Santa  Fe  Opera, 
.Santa  Fe.  Offering  a  different  opera  ev- 
ery night  in  a  spectacular  outdoor  am- 
phitheater, the  34th  season's  menu  in- 
cludes Puccini's  La  lioheme,  Mozart's 
(kjsi  fan  tutte,  and  Siegfried  Matthus's 
Judtth\  505-982-3851. 

August  18-19:  Indian  Market,  Santa 
Fe.  Native  American  artists  from  around 
the  country  display  and  sell  their  one-of- 


a-kind  wares,  including  sculpture,  potte 
rugs,  and  jewelry;  505-983-5220.  ""^rJ 

TEXAS 

August  2-5:  Texas  Folklife  Festivl 
San  Antonio.  Blending  education  and 
tertainment,  this  19th  annual  celebratil 
of  the  Lone  Star  State's  ethnic  divers! 
and  cultural  heritage  features  musi 
dance,  crafts,  and  food,  on  the  IS-aq 
grounds  of  HemisFair  Park;  512  -226-763 


CALIFORNIA 
June  22-October  21:  Old  Globe  TI] 
atre  Festival  '90,  San  Diego.  Sha 
speare's  As  You  Like  It  inaugurates 
summer  offerings  at  one  of  America's  pi 
mier  repertory  theaters.  Two  contemj 
rary  plays— by  Lee  Blessing  aj 
White  Man  Dancing  by  Stephen  M(- 
calfe — follow,  with  Thornton  Wilder's  C-- 
Town  and  Shakespeare's  Hamlet  conch- 
ing  the  season;  619-239-2255. 

July  1:  City  of  San  Francisj 
Marathon,  San  F  rancisco.  Beginning  i 
the  Marin  side  of  the  Golden  Gate  Brie: 
and  finishing  at  the  polo  field  in  (ioldi 
Gate  Park,  6,000  runners  will  tread  the  5 
miles;  415-896-1530.  u 


August  2-5:  Steinbeck  Festival  ? 


Salinas.  John  Steinbeck's  hometown  h(  ilspe 
ors  the  Nobel  Prize-winning  author  ii  fci 
program  of  events  sponsored  by  the  Jo  uofj 
Steinbeck  Library.  I  his  year,  his  no  ijiio 
East  of  h'.c/en  receives  special  attentic 
with  a  screening  of  the  1955  film  an(  it.d 
reading  from  the  stage  adaptation.  Otl 
activities  include  a  lecture  by  the  writ< 
son,  scholarly  panels,  and  walking  tours  im 
the  area;  408-758-7314. 

August  4:  Reggae  on  the  River,  Pi 
cy.  The  largest  outdoor  reggae  event 
the  West  Coast  boasts  performers  such 
the  late  Bob  Marley's  group,  the  WaiU  ienje, 
as  local  talents  join  headliners  at  Frenc 
(Camp;  707-923-3368. 

August  26-September  30:  My  Ch 
dren!  My  Africa!,  La  Jolla  Playhouse,  i 
Diego.  Fhe  West  (Joast  premiere  of  At 
F'ugard's  newest  play  takes  place  at 
resident  theater  on  the  campus  of  t 
University  of  (California,  San  Diego 
rected  by  the  playwright,  the  three-ch 
acter  piece  examines  the  relationships 
tween  two  students  and  a  teacher 
contemporarv'  South  Africa;  619-534-39( 

September  4-9:  Race  to  Preser 
Historic  Ships,  ,San  Francisco.  Pier 
orie  of  the  city's  waterfront  complex 
hosts  its  fifth  annual  waterfront  extra 
ganza  benefiting  charity.  Highlights 
elude  a  parade  of  historic  ships,  offsh 
powerboat  races,  and  a  display  of  exp< 
mental  craft;  415-981-80.M). 


COLORADO 
June  21-24:  17th  Annual  Tellur! 
Bluegrass  Festival,  Felluride.  N 
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ts  Shawn  Colvin  and  David  Wilcox 
returnees  Nanci  Griffith,  James  Tay- 
and  Bill  Monroe  and  the  Bluegrass 
i  for  acoListit  music  in  the  heart  of  the 
Juan  Mountains;  «()()-624-2422, 
ne  22-24:  Snowmass  Hot-Air  Bal- 
1  Festival,  Snowmass  Village.  Some 
f  the  country's  most  skilled  balloon  pi- 
come  to  the  Rockies  for  this  colorful 
petition.  The  early  morning  launch  is 
mpanied  by  fanfare  from  a  brass  quin- 
303-923-2000. 


me  29-August  26:  Aspen  Music  Fes- 

1,  Aspen.  Works  by  Tchaikovsky  and 
cofiev  take  center  stage  at  the  42nd 
on  of  performances.  In  addition  to 
ing  violinist  Nadja  Salerno-Sonnen- 
l,  soprano  Dawn  Upshaw,  and  Mel 
me,  the  festival  mounts  two  op- 
— Mozart's  Cosi  fan  tutte  (July  28  and 
and  Four  Saints  in  Three  Acts  by  Virgil 
>mson  (August  22  and  25);  303-925- 

IDAHO 

ine  22-July  8:  Ore-Ida  Women's 
illenge,  Boise.  The  top  women  cy- 
s  in  the  world  traverse  663  miles  in  a 
tennial  tour  of  Idaho,  and  onlookers 
:r  them  along  most  of  the  way.  The 
:  is  the  premier  world  class  cycling 
It  solely  for  women;  208-345-RACK. 

MONTANA 
jne  21-24:  Montana  Traditional 
z  Festival,  Helena.  In  addition  to 
Formances  by  12  bands,  this  festival 
wcases  arts  and  crafts,  a  parade  of 
iwalkers  in  costume,  and  a  jazz  mass  at 
Helena  Cathedral;  406-449-7969. 

OREGON 
jne  1-24:  Portland  Rose  Festival, 

:land.  Oregon's  largest  community  fes- 
I  features  three  major  parades,  stage 
nts,  an  mternational  rose  show,  auto 
:s,  and  a  carnival.  Perhaps  the  highlight 
he  65-plus  events  is  the  festival's  air 
w  (June  16-17),  one  of  the  top  four 
spectacles  in  the  United  States;  503- 
-2681. 


-FREQUENT^ 
=TRAVELER^ 

UTAH 

July  27-28:  Utah  Jazz  and  Blues 
Festival,  Snowbird  Resort.  Blues  musi- 
cians from  Chicago  take  the  stage  to  open 
this  third  annual  festival.  Additional  high- 
lights in  the  beautiful  mountain  setting 
are  performances  by  a  group  from  the  So- 
viet Union  and  an  all-star  high  school 
band  led  bv  guitarist  Alvino  Rey;  800-347- 
4771;  in  Utah,  801-355-2200. 

WASHINGTON 

July  2-August  5:  Goodwill  Arts  Festi- 
val, Seattle.  Produced  in  conjunction  with 
the  Goodwill  Games  (following  entry), 
this  performing  and  visual  arts  festival  fea- 
tures a  lineup  of  more  than  200  offerings 
in  music,  theater,  film,  dance,  and  visual 
arts,  with  a  special  emphasis  on  the  arts  of 
the  Soviet  Union.  Large-scale  productions 
range  from  the  West  Coast  premiere  of 
Ivan  the  Terrible  by  the  Bolshoi  Ballet  to 
the  mounting  of  a  new  work  by  Montreal's 
Cirque  du  Soleil;  206-441 -FKST. 

July  20-August  5:  Goodwill  Games, 
Seattle.  In  perhaps  the  biggest  event  in 
the  United  States  this  summer,  2,500  of 
the  world's  top  athletes  from  50  coimtries 
converge  on  the  Seattle  area  to  compete 
in  21  sports,  including  track-and-field, 
basketball,  baseball,  swimming,  figure 
skating,  and  hockey;  206-292-1990. 

July  27-29:  Jazz  Port  Townsend,  Port 
Townsend.  This  enchanting  Victorian 
town  hosts  local  jazz  musicians  at  area 
clubs,  as  well  as  concerts  by  such  national- 
ly known  greats  as  Phil  Woods  and  the  Art 
Farmer  Quartet;  206-385-3102. 

WYOMING 

July  20-29:  Cheyenne  Frontier  Days, 
Cheyenne.  This  Wild  West  town  reverts 
to  its  storied  past  in  celebration  of  the 
United  States'  largest  rodeo.  There  are 
also  evening  shows  and  concerts,  chuck 
v\agon  races,  parades  and  free  pancake 
breakfasts;  800-227-6336.  □ 


REPORT 
FROM 
EASTERN 
EUROPE 


No  area  of  the  globe  has  excited  more 
traveler  interest  in  1990  than  those 
nations  behind  the  now-rusted  Iron  Cur- 
tain. Political  and  social  upheavals  have 
taken  place  in  such  rapid  succession  that 
surprising  numbers  of  Westerners  want  to 
sec  for  themselves  what  the  revolutions 
have  wrought. 

The  most  dangerous  mistake  a  traveler 
can  make,  however,  is  to  consider  Kastern 
Kurope  a  homogeneous  destination;  noth- 
ing could  be  further  from  the  truth.  Hun- 
gary and  Czechoslovakia  are  relatively 
well  prepared  to  accommodate  Western 
visitors;  Romania  and  Bulgaria  are  ill  pre- 
pared; and  Poland  and  Russia  fall  some- 
where in  between.  The  number  of  au- 
thentic first  class  hotels  in  the  East  is 
surprising:  The  Savoy  in  Moscow,  the 
Marriott  in  Warsaw,  the  Hilton  Internation- 
al in  Budapest,  the  Inter-Continental  in 
Prague,  and  the  Grand  in  Fast  Berlin 
among  them.  But  the  falloff  in  quality 
from  these  top  choices  tends  to  be  rather 
sharp,  and  even  first  class  accommoda- 
tions tend  to  be  of  considerably  lower 
quality  than  Western  equivalents. 

Almost  without  exception,  hotel  bills  in 
the  top  Eastern  European  hotels  must  be 
paid  in  hard  currency;  local  specie  is  usu- 
ally not  accepted,  except  for  meals.  That 
means  that  accommodations  aren't  inex- 
pensive: Meals,  however,  even  with 
drinks  and  wine,  tend  to  be  authentic  bar- 
gains. Except  in  hotels,  dollars,  pounds 
sterling,  francs,  and  marks  are  king,  buy- 
ing much  more  than  similar  sums  could 
purchase  on  their  home  turfs.  The  prob- 
lem is  that  there's  very  little  in  the  Fast 
that's  terribly  enticing. 

One  change  in  Eastern  Europe  that's 
nolSox  the  better:  Petty  street  crime  is  on 
the  rise.  We  suspect  that  precipitous  re- 
nunciation of  the  old  regimes  has  motivat- 
ed the  military  and  police  to  maintain  a 
very  low  profile.  The  result  is  more  pick- 
pockets and  muggers  at  railroad  stations, 
airports,  and  other  areas  where  tourists 
congregate.  But  the  situation  is  no  worse 
than  in  urban  centers  in  the  West;  be  vigi- 
lant and  alert. 

Finally,  trips  to  Eastern  Europe  are 
hardly  vacations  in  the  sense  of  rest  and 
relaxation,  but  they're  nonetheless  stimu- 
lating, interesting,  and  deeply  informa- 
tive. It's  a  trip  every  American  ought  to 
make  soon.  □ 
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Let  Lufthansa  take  you  to  the  place 
where  the  climate  keeps  getting  warmer. 
Eastern  Europe. 


Remember  the  Iron  Curtain?  Not  so  long  ago, 
Eastern  Europe  seemed  remote  and  uninviting 
to  travellers  from  the  West. 
Today,  of  course,  the  climate  has  improved  dra- 
matically. And  while  many  western  airlines  are 
just  now  beginning  to  open  up  routes  to  the 
East,  to  Lufthansa,  Eastern  Europe  is  already 
familiar  ground. 

In  fact,  no  other  airline  flies  to  more  countries  in 
Eastern  Europe  than  Lufthansa.You  will  even  find 
Lufthansa  offices  throughout  Eastern  Europe, 
staffed  by  people  who  have  the  experience  to 
help  you  with  local  travel  arrangements,  hotels, 
rental  cars  and  more. 

As  western  travellers  rediscover  Eastern  Europe, 
no  wonder  so  many  take  the  airline  that  never  left. 


People  expect  the  world  of  us. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  ot  United.  Delta. 
USAir  and  Continental/Eastern  See  your  Travel  Agent  for  details. 
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BY  KATHLEEN  MADIGAN 


OW  lONG  CAN  THE  FED 
EEP  THE  SEESAW  STEADY? 


rhe  Federal  Reserve's  balancing  act  is  growing 
more  precarious.  In  addition  to  juggling  economic 
growth  against  the  inflation  rate,  the  central  bank 
3t  also  track  the  effects  of  monetary  policy  on  a  wide 
ge  of  economic  players. 

L  tighter  course  by  the  Fed  certainly  would  hurt  debt- 
in  companies,  some  of  which  are  already  having  prob- 
s  making  loan  payments.  And  movements  in  U.  S. 
!rest  rates  quickly  lead  to  shifts  in  the  dollar's  value, 
ch,  in  turn,  influence  the  rate  of  inflation  and  the 
1th  of  U.  S.  exporters. 

loreover,  Washington  can  no  longer  provide  the  safe- 
let  it  once  did.  Massive  budget  deficits  mean  that  the 
I  cannot  rely  on  government  spending  to  counterbal- 
e  monetary  policy.  And  rising  rates  increase  the  in- 
ist  outlays  of  the  U.  S.  government. 
0  far,  the  Fed  has  done  a  fine  job  of  keeping  growth 
)ng  enough  to  avoid  a  recession  but  slow  enough  to 
p  inflation  in  check.  But  the  central  bank  will  have  to 
p  that  act  going  at  least  into  1991  if  the  economy  is  to 
d  the  upward  pressures  on  inflation. 

That  the  expansion  is  still 
moving  at  a  sluggish  pace  is 
clear  from  the  latest  data  on 
durable-goods  demand.  New  or- 
ders taken  by  hardgoods  manu- 
facturers fell  4.1%,  to  $123.3  bil- 
lion, in  April.  Most  of  the 
decline  was  in  transportation 
equipment,  especially  aircraft. 
The  big  swings  in  orders  for  ex- 
pensive airplanes  have  caused 
most  of  the  volatility  in  durable 
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ids  this  year.  Elsewhere,  new  orders  were  flat  in 
•il  and  have  gone  nowhere  since  January, 
'ear-to-year,  new  orders  are  down  4.7% — even  with 
booming  aircraft  sector.  And  the  backlog  of  unfilled 
ers  is  growing  at  half  its  pace  of  early  1989  (chart). 
;lude  transportation  equipment,  and  the  backlog  has 
n  shrinking  since  February,  1989.  Weak  demand 
ms  that  the  durable  goods  sector  will  continue  to 
•ble  economic  growth  this  quarter. 


IGGER 
UTLAYS, 
>WER 
ECEIPTS 


Keeping  the  expansion  going — even  at  a 
molasses-like  pace — is  vital  for  improve- 
ment in  the  federal  deficit.  A  recession 
would  smash  any  hope  of  whittling  down 
massive  spending  gap.  In  April,  the  Treasury  did 
t  a  record-high  surplus  of  $42.5  billion.  But  the  cash 
ge — caused  by  individual  income-tax  payments — fol- 


lowed a  record  deficit  of  $53.3  billion  posted  in  March. 

In  the  first  seven  months  of  this  fiscal  year,  Washing- 
ton is  $108.3  billion  in  the  hole.  That  gap  is  already  above 
the  $100  million  mark  set  by  the  Gramm-Rudman  guide- 
lines. At  its  current  pace,  the  federal  deficit  will  come  in 
close  to  $200  billion  for  fiscal  1990,  the  largest  annual 
deficit  in  four  years  (chart). 

The  overdraft  comes  from  both  sides  of  the  ledger. 
Outlays  are  growing  faster  than  planned  and  receipts 
are  below  expectations.  In  the  first  seven  months  of 
fiscal  1990,  outlays  are  7.2%  higher  than  last  year.  Inter- 
est payments  account  for  a  big  chunk  of  the  gain. 

Receipts,  on  the  other  hand, 
are  up  just  4.9%.  The  big  slow- 
down has  come  in  corporate  in- 
come taxes.  The  sluggish  econo- 
my has  cut  profits  sharply.  As  a 
result,  corporate  taxes  are  run- 
ning 8.2%  below  their  total  of 
the  first  seven  months  of  fiscal 
1989.  Profits  could  rebound  lat- 
er this  year  as  businesses  con- 
tinue to  adjust  to  the  slower 
pace  of  economic  growth.  Even 
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SO,  Washington  can't  count  on  much  of  a  bounce  back  in 
corporate  taxes. 

Individual  income  taxes  have  taken  up  some  of  the 
slack.  Personal  income  taxes  hit  a  record  $74.4  billion  in 
April  and  are  up  8%  for  the  first  seven  months  of  fiscal 
1990.  But  that  won't  last.  Slower  job  growth  means 
incomes  won't  increase  very  rapidly  this  year. 

State  and  local  budgetary  problems,  concentrated 
mostly  in  the  Northeast,  will  cause  added  pain  for  Wash- 
ington. Any  hikes  in  state  income  or  property  taxes  will 
cut  into  federal  receipts  because  those  payments  can  be 
deducted  from  federal  taxes. 

THE  FED  The  Bush  Administration  and  Congress 
LOOKS  now  are  scrambling  to  stanch  the  flow  of 

FOR  ELBOW  red  ink  in  the  1991  budget.  But  spending 
ROOM  gyj-g  ^T^^        hikes  probably  won't  pare 

next  year's  deficit  anywhere  near  the  $64  billion  mandat- 
ed by  Gramm-Rudman.  The  more  likely  scenario:  Wash- 
ington will  rely  on  sleight-of-hand  techniques  to  make 
the  deficit  shrink. 

That  gambit  may  not  play  on  Wall  Street.  Fed  Chair- 
man Alan  Greenspan  very  much  wants  the  budget  plan 
to  be  taken  seriously  by  the  financial  markets.  With  a 
credible  program  in  place,  the  markets  may  be  more 
willing  to  let  long-term  interest  rates  drift  lower.  That 
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would  give  the  Fed  more  elbow  room  in  setting  mone- 
tary policy. 

The  Fed  also  has  to  consider  the  effects  of  monetary 
policy  on  foreign  trade.  A  small  change  in  interest  rates 
or  inflation  expectations  can  trigger  a  movement  in  the 
dollar's  value  against  other  currencies.  That's  important, 
because  exports  have  become  a  strong  source  of  demand 
for  U.  S.  industries.  In  fact,  the  foreign  sector  was  a  big 
contributor  to  growth  last  quarter,  thanks  to  a  large 
boost  in  exports. 

In  March,  merchandise  exports  rose  4.6%,  to  a  record 
high  of  $33.3  billion.  Increases  in  shipments  of  comput- 
ers, machinery,  cars,  and  airplane  parts  contributed  to 
the  March  gain. 

Imports,  however,  surged  by  an  even  stronger  10%  in 
March,  to  a  total  of  $41.7  billion.  Much  of  the  advance 
reflected  an  increase  in  imports  of  foreign  cars  and  auto 
parts.  As  a  result,  the  merchandise  trade  deficit  widened 
sharply  to  $8.4  billion  in  March  from  February's  $6.1 
billion  gap,  which  was  a  six-year  low. 

Despite  the  advance  in  im- 
ports in  March,  the  level  of 
shipments  coming  into  the  U.  S. 
in  the  first  quarter  was  below 
that  of  the  fourth  quarter. 
That's  one  of  the  benefits  of 
sluggish  domestic  demand. 
Tightfisted  consumers  and  busi- 
nesses aren't  spending  as  much 
on  foreign  goods  as  they  did. 
Over  the  past  year,  imports 
rose  5.7%,  not  much  different 


IMPORTS  HOLD  FIRM 
AS  EXPORTS  SLOW 


GROWTH  RATES 


EXPORTS 


J  I  I  L. 


IV  I 


I    II   III   IV    I  II 
i8  '89  '90 

PERCENT  CHANGE  EROMiVEAD  AGO 
DATA  COMMERCE  KPT,  8W 


from  their  6.8%-  pace  four  quarters  earlier. 

But  export  growth  has  slipped  dramatically.  U.  S. 
goods  bound  for  abroad  were  up  10.3%  in  the  first  quar- 
ter. While  that's  still  a  healthy  rate,  it's  a  sharp  slow- 
down from  their  15.5%  pace  of  the  first  quarter  of  1989 
and  their  32%  clip  of  early  1988  (chart). 


The  slowdown  in  export  gains  comes  at  an  especial' 
hard  time  for  U.  S.  manufacturers  because  domestic  c- 
mand  is  so  lethargic.  But  exports  are  still  growing  fast* 
than  most  sectors  of  the  economy.  In  addition,  expct 
demand  may  pick  up  later  this  year,  and  that  could  t; 
the  scales  in  favor  of  the  factory  sector's  recovery. 

FOREIGN  Exports  should  grow  more  rapidly  t- 
SHIPMENTS  cause  the  dollar  has  weakened  again: 
SHOULD  the  currencies  of  many  important  expc: 
PICK  UP  markets,  especially  in  Europe.  For  exai- 
ple,  the  dollar  was  trading  at  1.67  marks  on  May  l, 
compared  with  1.97  marks  a  year  earlier. 

The  weaker  greenback  makes  U.  S.  goods  cheaper  i 
Europe.  At  the  same  time,  the  opening  up  of  East  Eur- 
pean  economies  should  increase  demand  for  produci. 
especially  for  heavy  machinery,  further  boosting  Ame- 
can  exports. 

But  the  dollar  hasn't  weakened  against  all  world  ci- 
rencies.  The  stronger  dollar  in  Asia  means  that  the  ti  ; 
of  imported  goods  from  across  the  Pacific  will  not  lesso 
much  this  year. 

The  dollar  was  still  commanding  151  yen  on  May  ^, 
up  from  144  yen  in  early  January  though  down  from  :> 
recent  peak  of  159.9  in  early  May.  Likewise,  since  ii 
beginning  of  the  year,  the  dollar  has  gained  against  t; 
Korean  won  and  Taiwanese  dollar  and  has  moved  litl? 
against  the  currencies  of  Hong  Kong  and  Singapore. 

Together,  these  five  Asian  countries  account  for  3( 
of  all  U.  S.  imports.  With  exchange  rates  shifting  in  the 
favor,  companies  from  these  nations  can  keep  a  rein  i 
prices  of  their  goods  in  the  U.  S.  That  helps  keep  do\i 
domestic  inflation — but  it  doesn't  improve  the  trade  de- 
cit  or  the  profits  of  U.  S.  competitors. 

Playing  the  benefits  of  cheaper  imports  against  te 
interests  of  U.  S.  manufacturers  is  just  another  part  i 
the  Fed's  juggling  act.  It's  risky,  but  so  far  the  centii 
bank  has  managed  to  keep  its  balance. 


THE  WEEK  AHEAD 


LEADING  INDICATORS 

mortgage  rates,  plus  problems  in  exist- 
ing-home  markets  and  financing  for  de- 
velopers,  are  cutting  into  new-home 
building  sales. 

FACTORY  INVENTORIES 

workers  in  May,  according  to  the  M 
survey.  Jobs  had  increased  a  sm 
64,000  in  April,  with  factory  employme 
dropping  by  22,000.  Analysts  also  s 
little  change  in  the  unemployment  n 
in  May  from  April's  5.470  rate. 

NAPM  SURVEY 

Wednesday,  May  30,  8:30  a.m. 
The  composite  incJex  of  leading  indica- 
tors probably  fell  by  a  small  0.1%  in 
April,  as  indicated  by  the  consensus  of 
economists  surveyed  by  MMS  Internation- 
al, a  division  of  McGraw-Hill  Inc.  The 
index  has  been  weak  for  more  than  a 
year  now,  a  performance  consistent  with 
the  economy's  pattern  of  soft  growth. 
The  leading  indicators  rose  0.9%  in 
March,  after  dropping  1%  in  February. 

NEW  SIMGLE-FAMILY  HOME  SALES 

Thursday,  May  31,  10  a.m. 
Inventories  at  manufacturers  probably 
increased  by  about  0..5%  in  April,  after 
falling  0.3%  in  February  and  March.  Fac- 
tory orders  probably  fell  3%  in  April, 
reversing  a  3.8%  gain  in  March.  That 
decline  is  suggested  by  the  4.1%  drop  in 
durable-goods  orders. 

EMPLOYMENT 

Friday,  June  1,  10  a.m. 
The  business-activity  index  of  the  J 
tional  Association  of  Purchasing  Mi 
agement  will  likely  fall  to  50%  in  Mi 
In  April,  the  index  stood  at  50.2%. 

CONSTRUCTION  SPENDING 

Wednesday,  May  30,  10  a.m. 
New  homes  likely  sold  at  an  annual  rate 
of  about  570,000  in  April,  just  below  the 
weak  574,000  pace  in  March.  Rising 

Friday,  June  1,  10  a.m. 
Construction  spending  probably  declir 
by  about  0.9%  in  April,  after  droppi 
1.4%  in  March. 

Friday,  June  1,  8:30  a.m. 

Most  economists  expect  that  nonfarm 

payrolls  grew  by  about  200,000  new 
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Whichcomputeris 
the  most  po\^oiil? 


Okay  so  it's  a  trick  question.  But  the  right  answer  could 
be  worth  millions  to  you  and  your  organization. 

The  average  computer  company  would  have  you  believe 
that  you  can  measure  the  power  of  their  computers  purely  in 
machine  terms.  Like  megahertz  or  MIPS. 

At  Apple,  we  see  things  differently  A  personal  computer 
can't  do  anything  by  itself.  And  a  computer  tliat  people  can't— 
or  won't— use  doesn't  really  have  any  power  at  all. 

Just  think  of  all  the  PCs  you've  seen  like  the  computer 
on  the  left,  sitting  idle  most  of  the  time. 

Macintosh  personal  computers,  on  the  other  hand,  can 
almost  always  be  found  like  the  computer  on  the  right.  With 
human  beings  attached.  Hour  after  hour  Day  after  day  Year  in 
and  year  out.  Helping  people  do  almost  everytliing  they  do. 
Giving  people  the  kind  of  power  you  can  measure  in  results. 

A  recent  survey  of  people  who  use  Macintosh  and  people 


who  use  the  other  leading  personal  computer  system  in  Fortune 
1000  corporations  helps  explain  why:  Macintosh  was  rated 
22%  higher  for  user  enjoyment.  Which,  in  turn,  helps  account  for 
why  information  systems  managers  in  those  companies  rated 
Macintosh  22%  higher  for  overall  satisfaction  and  a  remarkable 
42%  higher  for  user  productivity'. 

So  before  you  spend  another  dime  on  personal  compu- 
ters, invest  a  few  minutes  in  a  system  that  lets  you  me^isure  its 
power  by  the  only  benchmark  that  reaOy  matters:  the  perfor- 
mance of  the  people  who  use  it.  For  your  nearest  authorized 
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THE  SUMMIT  I 


JUNE  4,  1£0 


PUBLIC  SMILES^ 
PRIVATE  PEARS 


NUCLEAR  ARMS  WILL  BE  CUT  AT  THE  SUMMIT— BUT  MALTA'S  PROMISE  HAS  FADEI 


As  superpower  summits  go,  Presi- 
dent Bush's  May  30  meeting  with 
Soviet  President  Mikhail  Gorba- 
chev has  all  the  earmarks  of  a  boffo 
media  extravaganza.  Any  doubts  that 
the  popular  Bush  and  the  charismatic 
Gorby  will  stage  a  successful  summit 
were  erased  when  Secretary  of  State 
James  A.  Baker  IIFs  mid-May  trip  to 
Moscow  cleared  the  way  for  a  historic 
strategic-arms-reduction  agreement. 

But  while  the  surface  of  the  Washing- 
ton encounter  will  glow  with  good  feel- 
ing and  champagne  toasts,  the  pomp 
may  obscure  a  sobering  fact:  There's 
trouble  brewing  in  the  superpower  rela- 
tionship. Gorbachev's  mounting  prob- 
lems at  home  (page  60)  have  limited  his 
ability  to  make  the  kind  of  dramatic  con- 
cessions that  have  produced  a  rapid 
warming  of  relations  between  Washing- 
ton and  Moscow.  "The  political,  econom- 
ic, and  social  situation  in  the  Soviet 
Union  has  become  more  complex," 
warns  Baker.  "The  constraints  upon  ac- 
tion have  become  more  pronounced." 

Bush,  meantime,  is  feeling  domestic 
political  heat  over  U.  S.  passivity  in  the 
face  of  the  Soviet  economic  stranglehold 
of  Lithuania.  As  a  result,  it's  becoming 
tougher  for  the  two  leaders  to  maintain 
the  progress  that  began  at  last  fall's 
storm-swept  summit  on  Malta.  "This 
process  is  certain  to  move  forward," 
says  Soviet  expert  and  former  arms  ne- 
gotiator Raymond  Garthoff.  "But  the 
promise  of  Malta  has  faded  somewhat." 
HEDGED  BETS.  Still,  the  summit  will 
mark  real  progress.  The  leaders  should 
be  ready  to  announce  a  treaty,  to  be 
signed  later  this  year,  that  would  com- 
mit the  superpowers  to  the  first-ever 
cuts  in  long-range  nuclear  arms.  The 
deal  would  slash  nuclear  arsenals  of 
both  sides  by  ',W/'.  To  win  agreement, 
Moscow  took  deep  reductions  in  its  area 
of  strength — land-based  missiles — while 
leaving  the  U.  S.  broad  flexibility  with 
its  strong  suit  of  air-  and  sea-launched 
missiles.  In  Washington,  Bush  and  Gor- 
bachev will  set  the  stage  for  a  second 


round  of  nuclear  arms-cut  talks,  sign 
pacts  limiting  nuclear  tests,  and  pledge 
to  stop  making  chemical  weapons. 

But  there's  a  clear  pulling  back  on 
both  sides  from  the  commitment  of  just 
a  few  months  ago  to  dismantle  the  appa- 
ratus of  the  cold  war.  Consider  the  dark- 
ening trade  picture.  In  Malta,  Bush 
signed  on  as  an  advocate  of  perestroika 
and  pledged  to  work  to  help  integrate 
the  Soviet  Union  into  the  world  econo- 
my. A  crucial  step  was  to  be  a  pact 
normalizing  U.  S. -Soviet  trade  relations. 
A  draft  was  hammered  out  even  as  Mos- 
cow threatened  independence-minded 
Lithuania  with  retaliation. 

On  his  recent  Moscow 
swing,  however.  Baker 
hedged  the  Administra- 
tion's bets.  With  Congress 
blasting  away  at  Bush  for 
selling  out  Lithuania,  Bak- 
er implied  that  the  trade 
pact  might  have  to  wait 
until  Gorbachev  cuts  a  deal 
with  the  restive  Baltics.  A 
compromise,  which  seems 
to  be  in  the  works,  could 
still  save  the  trade  agree- 
ment in  time  for  the  sum- 
mit, but,  says  a  State 
Dept.  official,  "we  will 
keep  total  flexibility  right 
up  until  the  end." 
MIFFED.  Meanwhile,  Gorba- 
chev has  put  the  brakes  on 
what  had  seemed  like 
headlong  progress  toward 
conventional-arms  cuts  in 
Europe  (page  74).  Even  be- 
fore the  Berlin  Wall  fell, 
the  Administration  had 
made  reducing  the  num- 
bers of  troops,  tanks,  and 
airplanes  in  Central  Eu- 
rope a  top  priority.  At  Mal- 
ta, the  two  leaders  vowed 
to  secure  a  deal  this  year. 

Now,  however,  the  Sovi- 
et leader's  qualms  about 
the  rapid  pace  of  German 
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nification  have  led  him  to  slow  things 
'n.  Progress  toward  a  political  agree- 
it  on  the  future  of  Germany  is  sty- 
d,  while  conventional-arms  talks  in 
nna  are  mired.  Baker  is  miffed  that 
efforts  in  Moscow  to  get  the  arms 
s  back  on  track,  and  to  win  Soviet 
sent  for  a  united  Germany  within 
'0,  drew  little  more  than  a  frosty  nod 
■ecognition  from  Gorbachev  and  For- 
1  Minister  Eduard  A.  Shevardnadze, 
he  summit  isn't  likely  to  jump-start 
conventional-arms  negotiations.  So 
the  Western  allies  have  offered  con- 
;ions  on  the  numbers  of  aircraft  and 
•ps  to  be  included  in  a  deal.  But  Gor- 


bachev wants  concessions  that  would, 
among  other  things,  limit  the  future  size 
of  the  German  army. 

Bush  and  the  allies,  sensitive  to  Ger- 
man feelings,  are  reluctant  to  raise  the 
issue  of  limiting  German  arms.  And 
even  with  the  Warsaw  Pact  in  collapse, 
Moscow's  troops  in  East  Germany  will 
give  Gorbachev  considerable  leverage 
over  the  future  of  Europe.  "Gorbachev 
is  seeking  a  guarantee  that  a  united  Ger- 
many in  NATO  is  going  to  be  less  of  a 
threat  to  Moscow  than  a  divided  Germa- 
ny is  now,"  says  former  U.  S.  arms  ne- 
gotiator Jack  Mendelsohn.  "The  Admin- 
istration isn't  prepared  to  do  that  yet." 


A  deeper  threat  to  superpower  rela- 
tions is  the  growing  evidence  that  Gor- 
bachev's troubles  on  the  home  front  are 
heightening  his  caution.  To  many  U.  S. 
experts,  the  recent  hardening  of  Mos- 
cow's negotiating  positions  in  arms  talks 
has  little  to  do  with  pressure  on  the 
Soviet  leader  by  his  own  military.  Rath- 
er, they  see  the  slowdown  as  a  conscious 
acknowledgment  by  the  Soviet  leader 
that  he  must  pay  closer  attention  to  se- 
curity concerns  with  the  advent  of  a  uni- 
fied Germany. 

BRAVURA.  In  Moscow,  the  bulk  of  prog- 
ress on  nuclear-arms  cuts  came  in  a  five- 
hour  session  between  Baker  and  Gorba- 
chev. U.  S.  officials  described  the  Soviet 
leader  as  freewheeling  and  irritable,  al- 
ternately offering  impromptu  cuts  in  lev- 
els of  Soviet  cruise  missiles  and  suggest- 
ing that  Baker  not  bother  him  with 
minor  issues,  given  Gorbachev's  woes  at 
home.  "What  took  place  in  Moscow  took 
place  on  the  spot,"  says  Robert  Legvold, 
a  Columbia  University  Soviet  scholar. 
"That's  symptomatic  of  what's  going  on 
with  the  Soviet  leadership  right  now." 

Bush  has  important  reasons  to  main- 
tain momentum  in  U.  S.-Soviet  relations. 
In  this  fall's  elections.  Republican  candi- 
dates will  be  able  to  reap  rewards  from 
Bush's  breakthrough  on  strategic  arms. 
Meanwhile,  the  political  headaches  of 
Senate  debate  on  ratification  of  an 
arms  pact  can  be  put  off 
until  next  year. 

But  in  the  Soviet  Union, 
economic  woes  have  grown 
so  severe  that  Gorbachev's 
bravura  on  the  world  stage 
no  longer  pays  the  sort  of 
domestic  political  dividends 
it  once  did.  That's  why 
some  experts  were  puzzled 
when  the  Soviet  leader  an- 
nounced he  would  follow 
the  summit  with  a  swing 
to  Minneapolis  and  San 
Francisco  rather  than  hur- 
ry home  to  prepare  for  a 
crucial  Communist  Party 
congress. 

One  possible  explana- 
tion: Faced  with  tough  au- 
diences at  home,  even  a  su- 
perpol  such  as  Gorbachev 
couldn't  resist  the  prospect 
of  basking  in  the  admira- 
tion of  crowds  and  ham- 
ming it  up  during  a  photo 
opportunity  in  California 
with  his  old  comrade  Ron- 
ald Reagan.  The  diversion 
may  evoke  comforting 
memories  of  days  when  su- 
perpower deals  were  easier 
to  cut — and  the  horizon 
looked  a  great  deal 
brighter. 

By  Bill  Javetski  in  Moscow 


BUSINESS  WEEK/JUNE  4,  1990  59 


THE  MARKET  IS  COMING! 
THE  MARKET  IS  COMING! 


Gorbachev  is  half-stepping  toward  a  Western-style  economy,  but  are  his  moves  too  little,  too  late? 


In  the  Soviet  Republic  of  Byelorussia, 
salt  disappeared  from  store  shelves 
overnight.  Grocery  sales  tripled  in 
the  city  of  Volgograd  in  just  four  days. 
And  it  took  shoppers  in  Yaroslavl  only 
one  afternoon  to  sweep  clean  their  su- 
permarket of  a  10-day  stock  of  macaroni. 

From  Kiev  to  Kamchatka,  the  word  is 
out:  The  market  is  coming!  The  market 
is  coming!  The  near-panic  hoarding  was 
spurred  on  by  the  May  22  endorsement 
by  Soviet  leader  Mikhail  Gorbachev's 
newly  appointed  presidential  council  of  a 
draft  plan  that  would  begin  to  undo  70 
years  of  Soviet  economics.  Beginning 
next  Jan.  1,  the  country  will  undergo  a 
five-year  makeover  from  central  plan- 
ning to  something  resembling  a  market 
economy.  Says  Gorbachev:  "It  is  a  major 
turn,  equal  to  the  October  Revolution." 

Yet  the  government's  plan  (table)  may 
be  too  little,  too  late.  Even  Gorbachev's 
personal  economic  adviser  says  the  coun- 
try can't  afford  to  wait  until  January. 
'The  process  should  begin  as  soon  as 
President  Gorbachev  returns  from  the 
Washington  summit,"  Nikolai  Petrakov 

told  BUSINESS  WEEK. 

Moreover,  there's  the  question  of 
whether  the  proposals  will  survive  at  all. 
They  face  sharp  debate  in  the  Soviet 
parliament.  Already,  radical  delegates 
are  calling  for  a  vote  of  no-confidence  in 
the  government.  "The  plan  is  a  compro- 
mise," complains  Siberian  economist  and 
deputy  Gennadi  Filshin,  who  will  lead 
the  opposition's  attack.  "It's  a  camou- 
flage for  the  government  to  solve  the 
budget  deficit  by  raising  prices." 
'HARD  TO  WIN.'  And  even  if  the  new  Sovi- 
et plan  survives  that  debate,  it  must  be 
approved  by  the  public  in  a  first-ever 
national  referendum  to  occur  within  sev- 
eral months.  "It's  going  to  be  very  hard 
to  win  on  a  referendum,"  predicts  Ed  A. 
Hewett,  a  Soviet  expert  at  the  Brook- 
ings Institution  in  Washington. 

The  risks  of  rejection  reflect  the  acute 
suffering  the  changes  may  exact.  For 
starters,  this  July  the  price  of  bread  will 
triple,  the  first  price  hike  in  decades. 
Then,  in  January,  the  cost  of  many  other 
items,  from  meat  to  consumer  goods  to 
energy,  would  be  sent  jum;)ing.  Though 
only  15%  of  all  prices  would  be  complete- 
j     freed  and  the  state  would  loosely  reg- 
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ulate  the  rest,  the  ruble  would  be  deval- 
ued— a  painful  reality  for  the  millions 
who  have  stashed  away  their  earnings 
toward  the  day  when  there  would  be 
goods  enough  to  spend  them  on. 

The  draft  plan  also  might  break  up 
some  monopolies,  and  its  creators  envi- 
sion major  changes  in  the  financial  sys- 


tem. About  60%  of  the  country's 
tories,  warehouses,  and  stores  would] 
sold  to  groups  of  investors,  including 
viet  citizens,  banks,  and  even  foreign^ 
This  could  put  real  values  on  propeij 
and  the  ruble,  the  worth  of  which  kee 
dwindling. 
In  an  important  step  toward  maki| 


ruble  convertible  on  world  markets, 
government  also  aims  to  give  banks, 
panies,  and  local  and  regional  gov- 
nents  increased  rights  to  sell  goods 
hard  currency.  More  internal  curren- 
luctions  will  be  held  to  give  joint 
;ures,  cooperatives,  and  others  ex- 
ied  access  to  hard  currency, 
nd  to  help  develop  wholesale  and  re- 
markets, the  government  plans  a 
i^ork  of  commodity  exchanges,  indus- 
fairs,  and  new  trading  groups  na- 
wide.  An  experimental  exchange  al- 
ly has  opened  in  Donetsk  in  the 
aine,  where  500  companies  trade 
Is  produced  above  state  quotas, 
's  all  revolutionary,  no  question.  Yet 
plan  maintains  more  than  vestiges  of 
old  ways.  Industrial  ministries,  for 
mg  stumbling  blocks  in  the  path  of 
lomic  reform,  would  still  operate  in 
swing.  State  planning,  pricing,  and 


supply  committees  would  continue  to 
meet,  too,  though  their  new  roles  are 
unclear. 

The  scheme  also  heeds  the  Communist 
taboo  against  making  too  much  money 
by  proposing  a  stiff  "superprofit"  tax  on 
enterprises  that  earn  returns  of  more 
than  30%  to  40%.  In  short,  the  proposed 
Soviet  "market"  economy  wouldn't  bear 
much  resemblance  to  Western  systems. 
As  Richard  Ericson,  a  Columbia  Univer- 
sity specialist  on  the  Soviet  economy, 
puts  it,  "the  Soviets  do  not  really  under- 
stand what  a  market  system  is." 
COLO  FEET.  That's  because  even  after 
five  years  of  perestroika,  policymakers 
have  limited  themselves  to  talking  about 
market-style  reforms.  They've  only  been 
moved  to  act  now  because  of  the  jolt 
they  got  from  first-quarter  indicators: 
Official  statistics  showed  the  economy 
had  contracted  by  1.7%.  By  year's  end. 


inflation  is  expected  to  jump  to  a  15%  to 
20%  annual  clip,  while  gross  national 
product  could  sink  by  more  than  5%. 

In  emergency  sessions  with  Gorba- 
chev, advisers  debated  a  "Big  Bang" 
lurch  to  a  free-market  economy  akin  to 
the  Polish  experiment  begun  in  January. 
Then  they  got  cold  feet.  Unlike  the 
Poles,  Soviet  citizens  don't  trust  their 
leaders.  Drastic  measures,  the  govern- 
ment fears,  could  touch  off  bloody 
strikes  and  riots. 

And  so  the  truth  may  be  that  Gorba- 
chev is  condemned  by  the  people  he 
leads  to  pursue  a  muddy,  meandering 
path  toward  economic  reform.  Although 
the  Soviet  people  want  a  better  life, 
fears  of  a  social  explosion  prevent  him 
from  taking  bold  steps.  "There  should 
be  more  drastic  and  decisive  reform," 
observes  Rayr  R.  Simonyan,  an  econo- 
mist at  the  Institute  of  the  World  Econo- 
my &  International  Relations  in  Moscow. 
"But  when  you  are  in  the  shoes  of  Gor- 
bachev, you  face  many  constraints." 

Indeed,  in  March,  when  rumors  first 
surfaced  that  Gorbachev  might  intro- 
duce Poland's  brand  of  shock  therapy, 
Gennadi  I.  Yanaev,  the  crusty  chief  of 
the  144-million  member  All  Union  Cen- 
tral Council  of  Trade  Unions,  quickly 
warned  him  of  danger.  "If  there  is  a 
transition  to  a  market  economy  without 
the  proper  compensations  and  social 
guarantees,"  he  says,  "there  would  be  a 
[nationwide]  strike." 

Whether  the  new  measures,  even  if 
fully  adopted,  would  reverse  or  even 
slow  the  economy's  downward  spiral  is 
far  from  certain.  And  the  problems  are 
affecting  foreign  companies,  too.  For  the 
past  several  months,  the  Soviets'  for- 
eign-exchange shortage  has  forced  them 
to  delay  payments  to  dozens  of  Western 
companies.  In  mid-March,  Dow  Chemical 
Co.  halted  deliveries  of  more  than  $25 
million  in  basic  chemicals. 

Now,  other  Western  companies  are  de- 
laying or  shelving  investment  plans, 
says  James  H.  Giffen,  president  of  the 
American  Trade  Consortium,  a  group  of 
five  U.  S.  multinationals  negotiating 
joint  ventures.  "Western  financial  insti- 
tutions have  not  only  lowered  the  credit 
rating  and  increased  interest  rates.  They 
also  are  very  reluctant  to  make  any  sub- 
stantial [financing]  commitments." 

Were  some  facsimile  of  a  market  econ- 
omy to  take  shape  in  the  Soviet  Union, 
that  reluctance  likely  could  be  overcome. 
But,  as  Hewett  of  the  Brookings  Institu- 
tion worries,  the  Soviets  will  "do  the 
transition  too  slowly,  which  means  they 
won't  do  it  at  all."  If  so,  Mikhail  Gorba- 
chev's newest  plan,  radical  as  much  of  it 
is,  won't  cure  the  Soviet  economy  any 
more  than  the  usual  half-measures. 

By  Rose  Brady  in  Moscow  and  Peter  Ga- 
luszka  in  New  York,  with  Rosemarie  Boyle 
in  Moscow  and  Amy  Borrus  in  Washington 
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Assets  will  be  sold  to  individuals,  enterprises,  and  lorcignci 
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►  SeU  up  to  60%  of 
state  assets  over  sev- 
eral years 

►  Boost  most  retail  and 
wholesale  prices  be- 
ginning in  1991 

►  Free  pricing  for  con- 
sumer goods 

►  Devalue  the  ruble  be- 
ginning in  1991 

►  Expand  rights  to  hold 
hard  currency 

►  Protect  pensioners, 
the  poor,  and  stu- 
dents against  hefty 
price  hikes 


►  Set  up  a  state  unem- 
ployment insurance 
fund  and  a  wage-price 
indexing  system 

►  Impose  a  "super- 
profit" tax  on  groups 
that  make  more  than 
30%  on  sales 

►  Boost  interest  rates 
on  savings 

►  Allow  foreigners  to 
own  100%  of  shares 
in  state  companies 

►  Create  free  economic 
zones  to  attract 
investment 
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CABLE  TELEVISION  I 


WHY  THE  BANKS 

ARE  UNHOOKING  CABLE 


The  easy-credit  times  are  over  for  the  beleaguered  industry 


The  room  was  filled  with  hundreds 
of  cable  television  operators.  Their 
mood  was  somber,  for  they'd  come 
to  hear  a  panel  of  financiers  talk  about 
cable's  worst  credit  crunch  ever.  At  this 
May  21  session  of  the  National  Cable 
Television  Assn.  convention  in  Atlanta, 
the  message  was  loud  and  clear:  The 
party's  over.  "Get  used  to  it,"  advised 
investment  banker  Robert  K.  Johnson  of 
Donaldson,  Lufkin  &  Jenrette  Inc. 

After  a  decade  of  fast-forward  bor- 
rowing that  allowed  cable  operators  to 
buy  and  sell  systems  at  ever-escalating 
prices,  an  estimated  $1  billion-plus  in  as- 
sets is  hardly  budging  off  the  auction 
block.  The  illiquidity  isn't  explained  sole- 
ly by  the  demise  of  the  junk-bond  mar- 
ket or  by  a  stock  market  that's  worried 
Congress  will  clamp  down  on  cable-TV 
rate  hikes.  The  worst  of  it?  A  dramatic 
pullback  by  commercial  banks,  which 
hold  60%  of  cable's  $37.4  billion  in  debt, 
according  to  cable  consultant  Paul  Ka- 
gan  Associates  Inc.  "We've  been  hit  by  a 
triple  whammy,"  says  Michael  Willner, 
president  of  Insight  Communications,  a 
New  York-based  cable  operator. 

Bankers,  whose  highly  leveraged 
loans  are  being  scrutinized  by  regulators 
and  investors,  have  reason  to  be  skittish. 
In  February,  the  Comptroller  of  the  Cur- 


rency set  new  guidelines  that  forced 
banks  to  include  cable  loans  in  those 
risky  portfolios.  Banks  typically  didn't 
categorize  cable  loans  as  highly  lever- 
aged because  of  cable's  robust  cash-gen- 
erating capacity. 

STALLED  DEALS.  Now,  bankers  are  lend- 
ing less — and  at  much  steeper  rates. 
"They've  run  for  cover,"  says  invest- 
ment banker  John  Crowley  of  Johnson 
Crowley  &  Associates.  "They're  hardly 
doing  anything — even  for  their  best  cus- 
tomers." In  the  year's  first  quarter,  just 
three  bank  loans  to  cable  companies,  to- 
taling $345  million,  were  reported,  says 
Loan  Pricing  Corp.,  a  New  York  firm 
that  tracks  the  market.  In  1989,  bankers 
made  34  loans  totaling  $8.8  billion. 

Several  major  deals  have  been  stuck 
on  the  block  since  last  fall.  Insight,  for 
instance,  put  all  of  its  systems,  serving 
200,000  subscribers,  up  for  sale  in  Octo- 
ber. The  plan  was  to  raise  more  than 
$500  million  to  invest  in  cable  in  Britain, 
where  the  industry  has  better  growth 
prospects  than  in  the  U.  S.,  where  mar- 
ket penetration  is  near  60%.  Willner,  in- 
sisting on  top  prices,  says  he  has  agreed 
to  deals  for  just  72,000  subscribers  and 
has  taken  100,000  off  the  block.  Star 
Cablevision  Group,  based  in  Wisconsin, 
has  a  contract  to  sell  60,000  of  160,000 


subscribers  it  put 
market  in  Septemberi 
now,  it  has  given  up 
ing  the  balance.  And  c! 
the  buyers,  Jeff  Hard 
Marcus  Communieg 
Inc.  in  Dallas,  says  he  I 
structure  the  deal  with| 
equity  than  he  had  plai 
ASSET-DRIVEN.  What  r 

the  slowdown  scary  is 
without  an  active  m; 
it's  hard  to  know  what 
systems  are  worth — or 
low  they  might  go.  Th( 
sizable  deal  to  be  cut  i 
past  few  months  was 
led    by    Falcon  Ho 
Group,  a  stock  deal  v 
at  $1,900  a  subscribe 
First  Carolina  Commi 
tions  Inc.  That's  a  15%l| 
from  a  tentative  sale  t! 
other  buyer  that  fell  i 
last  year.  At  the  maij! 
peak  in  1989,  systems  '< 
for  an  average  $2,400  per  subsci 
"We  don't  know  if  the  next  sale  is  | 
to  be  at  $2,600  a  subscriber  or  $1, 1 
says  analyst  Beatrice  Liu  of  money  1 
ager  Gerard  Klauer  Mattison  &  Cd 
That's  bad  news — especially  sj 
stocks  of  publicly  traded  cable  open 
typically  are  driven  by  asset  values! 
earnings.  The  industry  is  hoping  tha| 
til  bankers  return  to  the  table,  suchl 
er  lenders  as  insurance  and  finance  1 
panies  will  take  up  the  financing  sj 
But  one  of  the  top  nonbank  leil 
seems  in  no  hurry.  It  says  it's  not  oi 
the  market,  but  General  Electric  Caj 
Corp.,  with  $1.3  billion  in  cable  loans 
its  last  cable  deal  in  February,  1981 
No  one  predicts  a  major  default, 
there  are  small  and  midsize  players 
could  have  trouble  if  credit  doesn't  1 
en  up.  Former  regulator  Michael  Lj 
Russo,  who  worked  on  the  new  rules 
cable  loans,  maintains  that  the 
weren't  "picking  on  cable."  Insteadi 
says,  regulators  felt  the  industry  sh\ 
be  scrutinized  because  there  w 
enough  overly  aggressive  deals  predl 
ed  on  a  sell-off  or  refinancing  beforel 
debts  came  due.  "Multiples  were  getl 
astronomical,"  says  LaRusso 
reregulation  or  technological  innova 
could  jeopardize  the  industry's  growl 
Even  some  bankers  are  worried.  "' 
high  rate  of  growth  we  saw  over 
past  five  years,  in  the  form  of  new 
ble]  homes,  has  leveled  off,"  says  C 
J.  Clapton,  president  of  Fleet  Assoeii 
Inc.,  a  Fleet/Norstar  Financial  Gr 
unit.  "Multiples  have  to  fall."  The  qi 
tion  is,  how  low  will  they  go? 
By  Susan  Duffy  in  Atlanta,  mth  Todd  Y\ 
in  Connecticut  and  Laura  Jereski  in  Bost\ 
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gress  may  pull  the  plug  on  a  default-ridden  SBA  program 


irst  came  hemorrhaging  thrifts, 
then  shady  low-income  mortgages. 
And  now,  to  the  government's 
ing, parade  of  subsidies  gone  south, 
he  humble  small-business  loan, 
its  heyday,  the  government's  $1.2 
1  Small  Business  Investment  Co. 

program  helped  provide  the  seed 
y  that  launched  Federal  Express, 

Research,  and  Apple  Computer. 
:his  beacon  of  the  Small  Business 
nistration  has  seen  the  amount  of 
avernment-backed  loans  in  default 
e  since  1986,  to  $563  million.  More 
may  lie  ahead:  According  to  a  con- 
tial  report  prepared  for  the  SBA  by 
y  Burton  Associates  Inc.,  a  Wash- 
n  consulting  firm,  roughly  one-fifth 
e  400  SBIC  participants,  with  $354 
n  in  outstanding  loans,  are  above- 
.ge  candidates  for  failure. 
vt:  The  financial  woes  are  eroding 
)rt  on  Capitol  Hill  for  the  3'2-year- 
rogram,  which  makes  low-interest 

to  specially  licensed  companies 
I  SBICs,  which  in  turn  invest  in 
jp  companies  that  are  too  risky  for 
3.  "My  commitment  right  now  is 
says  Senate  Small  Business 
nittee  Chairman  Dale  L.  Bumpers 
•k.),  who  is  calling  for  a  temporary 
torium  on  licensing  new  SBICs. 
rmer  SBA  staffers  attribute  the 
;y's  current  predicament  to  a  famil- 
;ulprit:  Reagan-era  budget  cuts, 
1  slashed  the  SBa's  payroll  10%,  to 
ily  4,200  employees.  That  forced 
gency  to  cut  back  its  annual  audit 
ICS  to  every  other  year, 
ly  such  high  default  rates?  SBA 
ral  Counsel  Sally  B.  Narey  blames 
high  interest  rates  of  the  early 


SBA  FUNDING  FOR  A  COLORADO  SKI  RESORT 
WAS  IN  VIOLATION  OF  AGENCY  GUIDELINES 


1980s,  as  well  as  a  rash  of  failed  high- 
tech ventures.  And  the  SBA  hopes  to  re- 
cover $266  million  from  the  current  de- 
faults, though  Congress  is  skeptical.  But 
there's  growing  evidence  that  the  real 
problem  is  that  the  SBA's  green-eyeshade 
brigade  can't  detect  problem  borrowers 
before  they  default.  The  Burton  report, 
obtained  by  BUSINESS  week,  warns  that 
if  current  default  trends  aren't  reversed, 
"the  situation  will  pass  from  the  'critical' 
to  'melt-down'  stage." 

Lawmakers  are  now  concerned  that 
the  program's  last  safety  net — an  annu- 
al draft  audit  of  SBlCs  by  independent 
accountants — isn't  catching  problem 
companies  that  the  SBA  misses.  Both  the 
SBA  and  the  Justice  Dept.  are  currently 
probing  the  abrupt  collapse  in  July,  1988, 
of  River  Capital  Corp.,  whose  $32  million 
default  marked  the  largest  failure  of 
any  SBIC.  Particularly  irksome  to  Bump- 
ers is  that  River  Capital's  auditors,  Ar- 
thur Andersen  &  Co., , didn't  raise  any 
red  flags  six  months  earlier  during  its 
1987  review. 
"These  audits 


YOUR  TAX  DOLLARS  AT  WORK: 


so  New  York  financier  S. 
:rre  Bonan  creates  Royal 
siness  Funds  Corp.  to 
ilify  for  low-interest  loans 
m  the  SBA's  new  Small 
siness  Investment  Co. 
)gram.  Over  the  years, 
yal  receives  $18.7  million 
:ederal  loans,  which  it 
dIs  with  $6.4  million  of  its 
■n  to  invest  in  real  estate, 
luding  the  Conquistador 
resort  in  Colorado 


aren't  worth  a  tinker's  dam,"  he  says. 
An  Andersen  spokesman  notes  that  ac- 
countants are  not  expected  to  conduct  a 
traditional  audit  of  SBlcs  but  only  to  en- 
sure that  the  process  their  directors  use 
to  value  assets  is  "reasonable." 

The  plight  of  another  failed  SBIC,  Roy- 
al Business  Funds  Corp.,  suggests  that 
the  loan  program  had  too  few  safe- 
guards (table).  When  Royal  defaulted,  it 
held  majority  stakes  in  several  invest- 
ments. Some  SBA  officials  set  up  a  com- 
pany, EWE  Properties  Ltd.,  to  funnel  ad- 
ditional SBA  funds  into  two  unfinished 
projects,  including  a  ski  resort,  ostensi- 
bly to  ready  them  for  sale.  SBA  Associate 
General  Counsel  Eric  S.  Benderson  says 
creating  EWE  was  necessary  to  manage 
the  projects  and  to  insulate  the  SBA  from 
any  liability  suits  at  the  ski  resort. 
LOST  MISSION?  But  top  SBA  officials  con- 
tend they  didn't  know  EWE  existed.  The 
agency's  comptroller  says  he  learned  of 
the  project,  which  was  plagued  by  slop- 
py bookkeeping  and  theft,  when  ewe's 
mail  was  mistakenly  routed  to  his  office. 
The  EWE  affair  is  "the  Iran-contra  scan- 
dal of  the  small  business  world,"  Sena- 
tor Joseph  I.  Lieberman  (D-Conn.),  a 
member  of  the  Small  Business  Commit- 
tee, notes  wryly. 

SBA  Administrator  Susan  S.  Engeleiter 
outlined  on  May  23  plans  for  better  anal- 
ysis of  SBICs'  investments  and  more  on- 
site  checks.  But  these  episodes  may  add 
to  the  resolve  of  critics  who  contend  the 
SBIC  program  has  lost  its  mission.  Con- 
stant fears  of  government  cuts  have  dis- 
couraged many  SBICs,  with  the  number 
of  licensees  dropping  23%  in  the  past 
five  years.  The  SBA  doled  out  just  $50 
million  of  the  $240  million  Congress  ap- 
propriated for  SBIC  lending  last  year. 
"The  program  isn't  filling  the  niche  it 
used  to,"  says  a  Washington  consultant. 

The  market  is  sending  signals  that  the 
program  may  have  outlived  its  useful- 
ness. And  with  Congress  wary  of  gov- 
ernment-supported sinkholes,  lawmakers 
may  well  jump  on  the  opportunity  to 
finish  off  the  program  once  and  for  all. 

By  Dean  Foust  in  Washington 


MAY,  1982  Royal  is 
placed  in  receivership,  listing 
debts  to  SBA  of  $23  million, 
including  $5  million  in  interest 

MAY,  1984  A  federal  judge 
approves  a  settlement  that 
transfers  most  of  Royal's  as- 
sets to  the  SBA.  Three  SBA 
managers  secretly  form 
EWE  Properties — in  effect 
an  SBA  affiliate — to  funnel 
$5.5  million  from  the  agency 


A  SMALL-BUSINESS  PROGRAM  RUN  AMOK 


into  improvements  at  the  ski 
resort.  But  it's  no  use:  Con- 
quistador closes  at  end  of 
1988  ski  season 

AUGUST,  1989  The  SBA's 
inspector  general  issues  an 
audit  report  on  the  liquidation 
of  Royal,  charging  that  EWE 
was  created  illegally.  Investi- 
gators conclude  that  the 
failed  renovation  of  Conquis- 
tador has  raised  the  govern- 


ment's losses  on  the  project 
to  at  least  $11  million 

JANUARY,  1990  An  EWE 

accountant  pleads  guilty  to 
theft  of  $24,700  from  the 
company  during  its  first 
year  of  operation 

MAY,  1990  The  SBA  still 
owns  the  resort:  An  earlier 
auction  produced  no  bidders 

DATA:  u  s  SMALL  BUSINESS 
ADMINISTRATION 
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MAZAK  OPENED  ITS  KENTUCKY  PLANT  IN  1974  AND  HAS  ENLARGED  IT  EIGHT  TIMES 


lOOK  WHO'S  TAKING 
JAPAN  TO  TASK 


Japanese  toolmaker  Mazak  claims  its  rivals  abuse  U.S.  trade  loopholes 


The  15-minute  video  doesn't  feature 
nudity  or  profanity,  but  it's  still 
plenty  controversial.  Made  as  part 
of  a  presentation  to  the  U.  S.  Commerce 
Dept.,  it  shows  how  easily  a  foreign 
company  can  skirt  import  restraints  that 
have  been  in  force  since  1987.  Outsiders 
who've  seen  the  video  say  it  stars  a  ma- 
chine that  takes  hundreds  of  hours  to 
produce.  It's  disassembled,  shipped 
across  the  ocean,  and  put  back  together 
in  just  12  hours  with  some  additional 
parts  and  a  handful  of  wrenches. 

What  gives  the  video  extra  punch  is 
its  maker:  Yamazaki  Mazak,  a  Japanese 
machine-tool  company.  Why  would  Ya- 
mazaki protest  imports?  The  answer  lies 
in  a  highly  automated  plant  it  operates 
in  Florence,  Ky.  The  eighth  expansion  of 
the  $110  million  factory  was  dedicated 
on  May  7.  It's  now  one  of  the  largest 
plants  of  its  kind  in  the  U.  S.  Yamazaki, 
which  does  business  in  the  U.  S.  under 
the  Mazak  name,  is  seeking  to  tighten 
up  on  imports  because  of  that  big  U.  S. 
investment,  which  may  be  as  great  as 
that  of  all  its  Japanese  rivals  combined. 

Mazak  isn't  the  only  foreign  company 
with  American  operations  seeking  to 
turn  U.  S.  trade  law  to  its  advantage. 
I  Several  others  have  asked  the  Interna- 
j  tional  Trade  Commission  to  bar  imports 
that  allegedly  infringe  on  their  patents 
-  lesigns.  Makita,  the  Japanese  power- 
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tool  maker,  recently  lost  one  such  case, 
but  AGIE,  a  Swiss  machine  maker,  won  a 
ruling  against  Japan's  Sodick.  As  for- 
eign investment  in  the  U.  S.  increases, 
such  cases  are  likely  to  multiply. 

A  number  of  foreign  machine-tool 
builders  set  up  U.  S.  plants  in  the  mid-  to 
late-1980s,  but  Yamazaki  was  already 
here.  It  started  assembling  machines  in 
Florence  in  1974.  At  the  time,  Chairman 
and  President  Teruyuki  Yamazaki  says, 
friends  laughed  at  him,  but  now  the 
plant  is  a  showplace  of  the  U.  S.  indus- 
try. Orange  wire-guided  vehicles  enter- 
tain workers  by  blaring  pop  music  while 


JAPAN'S  GROWING 
MARKET  SHARE 

Total  U.S.  market  for  new  machine 
tools  valued  at  $2500  or  more 


MADE 
IN  U.S.A. 


▲  BILLIONS  OF  DOLLARS 

DATA: CENSUS  BUKEAU 


feeding  materials  to  other  machine: 
Much  of  the  computer-controlled  equij 
ment  keeps  working  after  most  of  th 
humans  in  the  plant  have  gone  homi 
And  since  key  parts  are  made  localb, 
Mazak  President  Brian  J.  Papke  es 
mates  that  70%  to  90%  of  the  content  i 
the  finished  products  is  U.  S.-made 

Terry  Yamazaki  is  proud  of  what  lAe^i 
has  built,  and  he  points  out  that  he  did  itmif 
well  before  imports  to  the  U.  S.  wei  i.<iK 
limited.  Speaking  through  an  interpre  kss 
er,  Yamazaki  argues  that  allowin  ifii 
screwdriver  plants  to  assemble  importe  ik'n 
components  doesn't  achieve  the  origin;  lE 
purpose  of  the  trade  restraints,  impose  5.i« 
in  1987:  to  protect  national  security  b 
building  up  U.  S.  production.  Papk  m 
minces  fewer  words  on  the  subject  c  Itl 
foreign  rivals  that  haven't  matched  Mi  sky; 
zak's  U.  S.  investment:  "We  feel  lik  '^i 
we're  a  little  unique  and  shouldn't  h  lojo 
thrown  in  the  same  hat  as  the  others.'  fan 
FREEZE  PLAY?  So  far,  disassembled  mi  ||  i\ 
chines  and  machine  tools  don't  seem  1  i(| 
be  flooding  into  the  U.  S.,  though  in  titjj 
ports  from  Japan  and  elsewhere  claii  m 
close  to  half  the  U.  S.  market  (chart  M{ 
But  there  is  reason  to  think  more  Jap;  p'j 
nese,  Taiwanese,  or  other  Asian  compj  jjis 
nies  soon  will  be  trying  what  Maza  jo 
shows  in  its  video.  Last  year's  forecas 
for  U.  S.  machine-tool  sales  was  too  opt  j  at 
mistic,  so  Japan's  government  is  reinin  li'ijj 
in  exports  to  the  U.  S.  to  bring  them 
line  with  the  market  shares  called  for 
the  1987  restraint  agreement.  ShippinM|iijj'f 
machine  parts  for  assembly  in  the  U.  i 
is  one  way  around  the  quotas 

Commerce  officials  claim  that  a  ne 
point  system  covering  machine-tool  in 
ports  from  Japan  will  prevent  any  sue 
end  run.  The  agreement,  signed  on  M; 
8  in  Tokyo  and  effective  through  199 
lays  out  hard  criteria  to  determine  whi 


it 


i\  a 


components  should  count  against  the  in  ij^ 
port  quota.  Mazak,  however,  would  \il 
to  see  more  U.  S.  machining  and  asser 
bly  required.  Not  surprisingly,  officia 
say  Mazak  is  alone  among  Japanei 
companies  in  voicing  such  complaints. 

Trade  hawks  say  that  Yamazaki 
trying  to  freeze  out  foreign  competitio 
'They  have  crossed  the  moat — now  the 
want  to  lift  the  drawbridge,"  says  or 
U.  S.  trade  official.  But,  says  Terry  Y  ff^''^ 
mazaki,  "we  are  not  afraid  of  anyone, 

Yamazaki  has  another  goal,  one  that 
not  so  dependent  on  winning  goodwill 
Washington:  He  wants  to  double  tl 
company's  sales,  projected  at  $1  billic 
in  1990,  within  five  years.  To  that  en* 
he  promises  to  build  up  engineering  c' 
pabilities  in  the  U.  S.  This  machine-to 
maverick  may  soon  have  no  need  f( 
videos  to  make  its  views  known. 

By  Zachary  Schiller  in  Florence,  Kj 
unth  Roger  Schreffler  in  Tokyo 
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Commentary/by  Zachary  Schiller  and  Mark  Landler 


P&G  CAN  GET  MAD,  SURE,  BUT  DOES  IT  HAVE  TO  GET  EVEN? 


relevision  executives  knew  they 
faced  a  nettlesome  issue  the  mo- 
ment they  saw  the  commercial, 
images  of  blood  seeping  from  an 
rturned  coffee  mug  flicker  across 
screen,  actor  Ed  Asner  exhorts 
ivers  to  boycott  Folgers  coffee.  The 
nd's  manufacturer,  Procter  &  Gam- 
Co.,  buys  some  of  its  coffee  beans 
m  El  Salvador,  and  that  money, 
s  Asner,  helps  support  that  coun- 
s  vicious  civil  war.  "What  it  brews 
nisery  and  death,"  he  intones, 
'he  30-second  spot,  which  was  pro- 
:ed  by  a  liberal  political  group  called 
ghbor  to  Neighbor,  is  a  strident  at- 
k  on  one  of  the 
ion's  most  pow- 
ul  advertisers, 
the  30  stations 
ed  to  air  the  ad, 
but  two  refused. 
J  that  didn't  was 
DH-TV  in  Boston, 
i  it  is  paying  a 
5p  price. 

]xpressing  out- 
[e  at  what  it 
s  a  "defamatory 

1  destructive"  attack,  Procter  & 
Tible  yanked  from  whdh  not  only  its 
U  ads  for  Folgers  but  also  those  for 
rj'  other  product  it  sells.  (The  other 
tion,  a  UHF  outlet  in  Worcester, 
ss.,  doesn't  have  any  P&G  business.) 
;  action  could  cost  whdh  nearly  $1 
lion  a  year.  And  P&G,  the  largest 
kaged-goods  advertiser  in  the  U.  S., 
warned  its  ad  agencies  that  it  will 
1  its  commercials  from  any  station 
t  airs  the  ad. 

luch  retaliation  has  touched  off  a 
late  over  how  advertisers  should 
idle  the  public  attacks  that  have  be- 
le  commonplace  in  recent  years, 
rketers  of  everything  from  tobacco 
ithletic  shoes  have  come  under  fire 
m  consumer  groups.  P&G's  heavy- 
ided  response  provides  a  lesson  in 
V  not  to  respond  to  such  criticism. 
HTING  MAD.  P&G  says  it  doesn't  dis- 
e  Neighbor  to  Neighbor's  right  to 
'e  its  views  heard.  Nor  does  it  quib- 
with  the  TV  station's  right  to  air  the 
[imercial.  But  the  company  objects 
anuously  to  being  portrayed  as  an 
omplice  to  the  murder  and  brutality 
the  Salvadoran  war.  "We  don't  de- 
ve  to  be  treated  this  way,"  says 
)cter  Chairman  Edwin  L.  Artzt.  P&G 
0  says  it  has  a  right  to  avoid  such 
advertising  environment:  Once 


WHDH  broadcast  the  ad,  Artzt  argues, 
it  became  an  agent  trying  to  hurt  P&G. 

The  company's  hard  line  has  won 
mixed  reviews  from  the  media  and  ad- 
vertising industries.  Says  John 
O'Toole,  president  of  the  American  As- 
sociation of  Advertising  Agencies: 
"Normally,  we  deplore  an  advertiser's 
effort  to  use  their  clout  to  influence 
television  content.  But  this  advertising 
was  exaggerated  and  hysterical."  Oth- 
ers aren't  as  charitable:  "If  you  spend 
a  billion  and  a  half  on  advertising,  you 
shouldn't  use  that  as  a  lever.  It's  a 
misuse  of  power,"  says  Fred  Friendly, 
a  professor  at  Columbia  University's 
Graduate  School  of 
Journalism. 


itself  ran  a  similar  ad  against  a  com- 
petitor, it  would  likely  face  a  defama- 
tion suit.  So  why  doesn't  Procter  sue 
on  such  grounds?  Because,  says  the 
company,  so  long  as  those  sponsoring 
the  commercial  have  no  economic  inter- 
est in  it,  their  protest  is  protected  by 
the  First  Amendment. 

Exactly.  That's  why  P&G's  action  is 
so  troubling.  It's  understandable  that 
Procter  is  upset,  and  no  one  has  ques- 
tioned its  right  to  place  its  ads  wherev- 
er it  chooses.  But  is  it  up  to  an  adver- 
tiser to  judge  whether  all  other  ads  are 
acceptable?  Such  a  show  of  force  hard- 
ly helps  the  image  of  P&G  or  other  big 
marketers.  RJR  Nabisco  Inc.  was 
branded  a  bully  in  1988  when  it  yanked 


THE  "BLOODY  CUP"  AD:  WHEN  A  BOSTON  STATION  AIRED  IT,  P&G  STRUCK  BACK— HARD 


WHDH  sees  it  as  a  simple  matter  of 
access  to  the  airwaves.  "I'm  not  in  the 
business  of  telling  an  advertiser  what 
to  run,"  says  station  President  Sey- 
mour L.  Yanoff.  "If  they  reach  within 
our  standards,  I  would  be  prejudiced 
not  accepting  them."  But  most  of  the 
industry  takes  a  different  line:  The 
three  networks  and  many  of  their  affil- 
iates refuse  to  air  controversial  politi- 
cal commercials,  except  election-related 
ones.  They  argue  that  such  issues  are 
best  handled  by  news  programs,  not  in 
ads.  But  at  a  number  of  stations  across 
the  country,  decisions  are  made  on  a 
case-by-case  basis. 

P&G  argues  that  this  ad  should  have 
flunked  whdh's  screening  process: 
Artzt  goes  so  far  as  to  say  that  if  P&G 


$70  million  worth  of  business  from 
Saatchi  &  Saatchi  after  the  agency  cre- 
ated an  antismoking  ad  for  client 
Northwest  Airlines  Inc.  Such  moves 
only  fuel  the  public  perception  of  cor- 
porate behemoths  stomping  on  those 
who  would  dare  oppose  them. 

In  the  present  case,  P&G  could  have 
consigned  the  ad  to  obscurity  by  ignor- 
ing it.  But  Artzt  clearly  feels  the  anti- 
Folgers  commercial  is  a  hatchet  job, 
and  he  may  well  have  a  case.  If  P&G 
believes  it  can  win  an  argument  over 
the  impact  of  coffee  sales  on  the 
war  in  El  Salvador,  it  can  respond 
with  an  ad  of  its  own.  But  pulling 
its  own  advertising  smacks  of  intimida- 
tion and  misuse  of  the  company's  eco- 
nomic might. 
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CONSUMER  ELECTRONICS 


LUCAS:  "MORE  PEOPLE  WILL  SEE  MY  MOVIE  THE  WAY  I  INTENDED  IT" 


THIS  TV  SOUND  SYSTEM  REALLY 
PUTS  YOU  IN  THE  PICTURE 


George  Lucas  is  offering  a  pricey  new  audio  system  to  consumers 


If  you're  sitting  in  a  darkened  movie 
theater  and  a  bullet  seems  to  whiz 
past  your  ear  or  the  wail  of  a  train 
seems  miles  behind  you,  chances  are 
you're  hearing  THX  sound.  The  brain- 
child of  director  George  Lucas,  THX-cer- 
tified  theaters  use  sophisticated  acous- 
tics and  high-tech  tricks  to  deliver  a 
specific  sound  to  any  spot  in  the  hall. 

And  soon,  if  Lucas'  latest  scheme 
flies,  the  sometimes  jarringly  realistic 
sound  of  THX  may  be  available  for  home 
viewers,  too.  "It  gives  me  more  confi- 
dence that  more  people  will  see  my  mov- 
ie the  way  I  intended  it,"  says  Lucas. 

At  the  Consumer  Electronics  Show  in 
Chicago  in  June,  Lucasfilm  Ltd.  will  in- 
troduce the  Home  THX  Audio  System 
(page  162).  By  fall,  it  will  be  available  in 
the  U.  S.  and  Japan.  At  a  minimum  of 
$8,000  to  $10,000  for  a  complete  sound 
system,  it  won't  have  mass  appeal.  But 
some  retailers  see  plenty  of  potential. 
Lee  Terrell,  president  of  Audio  Excel- 
lence Inc.  in  San  Francisco,  signed  up  to 
be  one  of  the  first  to  sell  Home  THX. 
"With  Lucas  behind  it,"  he  says,  "it  has 
the  potential  to  be  very  good." 
CINEMA  TECH.  Still,  it's  an  open  question 
whelher  the  famous  name  will  be 
enough  to  persuade  consumers  to  part 
with  10  grand.  THX  already  faces  lower- 
price  competition  in  the  U.  S.,  and  more 
rnuy  be  on  the  way. 

THX  will  cause  a  stir,  at  least.  Named 
after  Lucas'  first  feature  film,  THX-1138, 
the  sound  system  is  a  set  of  acoustic 
standards  and  proprietary  technology 
created  by  Lucasfilm  technical  director 
Tomlinson  Holman  in  1983.  Like  the  ver- 
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sion  that's  available  in  some  500  theaters 
worldwide.  Home  THX  delivers  sound 
that  more  conventional  systems  can't 
match.  Films  for  home  viewing  already 
contain  soundtracks  as  sophisticated  as 
their  theatrical  counterparts.  Most  are 
recorded  in  Dolby  stereo,  an  optically 
encoded  sound  track  from  Dolby  Labora- 
tories Inc.  But  ordinary  TV  sets  and  vCRs 
can't  read  the  Dolby  signals  and  direct 
them  to  the  proper  speakers. 

So  far,  Matsushita  Electric  Industrial, 
maker  of  Technics  stereos,  and  two  pro- 
ducers of  high-end  audio  equipment, 
Snell  Acoustics  and  Lexicon,  have  signed 
up.  Lucasfilm  will  earn  a  royalty,  the 
amount  of  which  is  a  closely  guarded 
secret,  on  every  piece  of  equipmerit  that 
carries  the  THX  name.  \ 
THE  CATCH.  Privately  held  Lucasfilm  will 
find  plenty  of  competition.  Bose  Corp.  in 
Framingham,  Mass.,  has  created  a  sys- 
tem that's  built  into  a  TV  stand.  Right 
now,  the  $750  system,  which  also  de- 
codes Dolby  sound,  is  available  only  in 
Europe.  And  Dolby  licenses  Dolby  Sur- 
round, a  sound  decoder  connected  to 
four  or  five  speakers,  to  some  40  elec- 
tronics manufacturers.  Prices  range 
from  about  $250  for  the  decoder  alone  to 
more  than  $2,000  for  a  complete  system. 

But  there's  a  catch,  no  matter  what 
brand  the  audiophile  couch  potato  may 
choose.  With  a  theater-quality  sound 
system,  most  TV  screens  will  seem  sadly 
inadequate.  So  Lucas'  engineers  are  con- 
sidering ways  to  put  the  THX  name  on  TV 
screens  as  well.  Then  all  you'll  need  is  a 
tub  of  popcorn  and  gum  on  the  floor. 
By  Richard  Brandt  in  Nicosia,  Calif. 


FUTURES  TRADING  ■■■■■^^■■■■IB 

I 

FUTURES  ALL  DAH 
AND  ALL  NIGHT 

The  Merc  and  the  CBOT  may 
soon  be  trading  24  hours  a  day 

The  Chicago  Mercantile  Excha: 
and  Chicago  Board  of  Trade  c 
years  have  acted  like  two  warn 
siblings.  Now,  in  trying  jointly  to  lau: 
(■omputerized  after-hours  trading  v- 
terns,  the  two  exchanges  are  plannin 
family  reunion  that  promises  the  uk 
squabbling,  jealousy,  and  the  inevit; 
domination  of  one  kin  over  another. 

The  two  exchanges  on  May  23  ; 
nounced  that  by  mid-November  te 
hope  to  kick  off  trading  on  the  Me 
Globex  and  the  CBOT's  Aurora  compu' 
ized  systems.  The  plan  calls  for  hr 
exchanges' to  work  out  the  technical  e- 
tails  with  Reuters  Holdings  PLC,  if 
Merc's  partner  in  Globex. 
INEVITABLE?  Left  unsaid,  sources  fa  i 
iar  with  the  negotiations  confide,  is  t;. 
Aurora  will  survive  in  name  and  lik 
else.  The  technically  innovative  sysini 
appeals  more  to  Nintendo  addicts  ;id 
Chicago  floor  traders  than  to  its  ]& 
spective  clients,   international  trad(« 
Trading  firms  prefer  Globex'  strai^it- 
forward  order-matching  system — a  si! 
common  in  international  money  n 
kets — over  Aurora's  computer-scr 
emulation  of  open-outcry  pit  trading i; 
Aurora-style  trading  is  offered  at  al  it 
won't  be  in  international  markets,  sra 
Leo  Melamed,  Globex'  chairman.  ; 

Globex'  triumph  seemed  inevita 
While  the  CBOT  insisted  at  first  that  o 
puters  could  never  replace  open-out 
trading,  the  Merc  in  the  last  two  ye 
aggressively  developed  ties  to  Reut* 
secured  U.  S.  regulatory  appro\ 
forged  links  with  other  domestic  and  : 
eign  exchanges,  and  marketed 
around-the-clock  concept.  The  climax: 
pan's  Finance  Ministry  on  May  22  g: 
Globex  a  thumbs-up. 

Now  that  there's  a  truce,  the 
changes  will  learn  if  there  really  is 
mand  for  24-hour  trading  via  compu' 
"There  are  plenty  of  currencies  and 
and  gold  being  traded  around 
world,"  notes  Jack  H.  Lehman  III,  hi 
of  futures  at  Shearson  Lehman  Hut* 
Inc.  "It's  a  question  of  whether  there, 
need  for  this  type  of  system." 

The  Merc  and  CBOT  think  the  ansA 
is  yes.  But  folks  outside  Chicago's 
tures  fraternity  will  make  that  call. 

By  David  Greisiiig  in  Chicago,  u 
Mark  Maremont  in  London 
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If  managing  local  afifedrs 
from  afer  worked,  there  might 
stiU  be  a  British  Empire. 


King  George  III  and  a 
few  of  his  royal  descendants 
would  probably  agree,  some 
things  just  can't  be  run  from 
a  distance.  A  lesson  from  the 
history  books  that  applies  to 
working  with  provider  net- 
works in  any  multistate 
managed  care  program. 


The  kisl  thmg  you  mai  ls  lo  \na  down  an 
em\>\oyee  revoii  over  a  \novida  network  that's. 
]\ac  today  hut  f^one  lonwrrow 

Because  once  there  are 
contracts  with  local  doctors 
and  hospitals,  someone 
needs  to  be  there  to  manage 
the  networks  experdy.  To 


understand  what  access 
means  to  people  locally.  To 
work  face  to  face  with  doc- 
tors on  the  quality  of  care. 

We  know,  because 
for  the  past  60  years 
we've  had  more  experi- 
ence managing  provider  1 
networks  than  anyone 
else.  Blue  Cross  and  Blue 
Shield  Plans  are  located  in 
communities  throughout 
the  country,  with  experts 
who  manage  the  local  health 
care  delivery  system  firsthand. 

Experience  has  taught 
us  that  you  can't  build  a  cost 
effective  provider  network 
without  being  selective 
with  doctors  and  hospitals. 
So  we  have  contracting  guide- 
lines that  consider  their 


credentials,  performance, 
and  patient  access. 

And  because  we  have 
over  15  miUion  people  who 
currendy        ^  ^/-^ 
receive  care 
under  our 

national  Whut's  customary  in  New  York 
monorrc/-!  necessanly  their  cup  of  tea 
1 1  Idl  IdgCU  ,„  Kansas  Cay 

care  programs,  we  have  the 
leverage  to  maintain  effective 
provider  relationships.  That 
gets  us  better  cooperation  in 
utilization  management  and 
quality  assurance  programs. 

AH  of  which  adds  up  to 
a  program  that  delivers  more 
cost  effective  health  care 
through  a  provider  network 
your  employees  can  feel 
comfortable  using.  And  our 
most  recent  managed  care 
survey  showed  a  member 
satisfaction  rate  of  95%. 

But  while  managing 
local  provider  networks  is 
our  forte,  our  experience  in 
organizing  these  net- 
works into  programs 
for  over  100  major 
national  employers 
is  unparalleled. 

VV'idi  our  numaged  eare  program^,,  your 
■mpioyees  get  efficient  dehvery  of  heahh 
care  coverage,  no  matter  where  they  hve 

So  if  your  company  has 
employees  in  more  than  one 
state,  and  you're  looking  for 
a  specialist  who  can  experdy 
manage  your  program  across 
the  country,  just  call  1-800- 
426-2583.  After  all,  if  man- 
agement from  a  distance 
was  such  a  good  idea,  we 
might  all  be  taking  tea  in  the 
after- 


noon. 


Blue  Cross 
Blue  Shield 
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SPOMTS  BUSINESS! 


ROYALS  STADIUM:  EVEN  IF  AN  OUTSIDER  BOUGHT  THE  TEAM,  IT  WOULD  HAVE  TO  STAY  IN  KANSAS 


CITY 


THE  ROYALS  HAVE  NEVER  SEEN 
A  SQUEEZE  PLAY  LIKE  THIS 


One  owner  is  in  financial  trouble — which  could  force  a  sale 


When  Kansas  City  Royals 
Chairman  Ewing  M.  Kauff- 
man  decided  to  sell  half  the 
team  to  Avron  B.  Fogelman  in  1983,  his 
aim,  he  says,  was  "to  find  a  partner  who 
would  benefit  the  Royals  over  the  long 
term."  At  the  time,  Kauffman,  now  74, 
was  seriously  ill.  He  had  so  much  faith 
in  Fogelman,  then  a  rich  Memphis  real 
estate  developer,  that  Kauffman  gave 
him  the  option  to  buy  his  50%  stake  in 
the  team  for  a  mere  $10  million.  Now, 
that  deal  has  come  back  to  haunt  him. 

The  problem:  Fogelman's  dire  finan- 
cial straits.  He  is  obliged  to  cover  the 
operating  losses  of  a  number  of  limited 
partnerships  he  sponsors.  But  a  year 
ago,  a  group  of  Tennessee  banks  cut  off 
his  access  to  unsecured  credit  he  was 
using  to  meet  those  obligations.  In  regu- 
latory filings,  Fogelman  says  his  net 
worth  is  a  small  fraction  of  the  $125 
niiilion  he  claimed  in  early  1987.  Mean- 
while, he  owes  unsecured  creditors  more 
thar.  $60  million.  Now,  his  creditors — 
v/hich  also  include  Citibank,  Merrill 
Lynch  and  Prudential-Bache — are  press- 
ing him  to  settle  at  least  part  of  their 
claims  by  selling  his  Royals  stake.  If 
not,  they  will  force  him  into  bankruptcy. 
One  credii  )r  says  Fogelman's  stake  is 
the  only  as  :pt  he  owns  that  can  generate 
substantia!  cash.  Fogelman,  through  his 
lawyer,  declined  comment  for  this  story. 

In  response  to  the  pressure,  Fogelman 
has  proposed  that  Kauffman  lend  him 


$34  million.  The  loan  would  be  collateral- 
ized by  Fogelman's  50%  stake  in  the 
Royals,  plus  his  $10  million  option  to  buy 
Kauffman's  half. 

Yet  no  matter  how  Kauffman  re- 
sponds to  Fogelman's  proposal,  he  and 
the  Royals  are  in  a  sticky  spot.  Refusing 
to  grant  the  loan  could  trigger  a  bank- 
ruptcy filing  by  Fogelman.  And  that, 
says  Jay  Newcomb,  Kauffman's  attor- 
ney and  a  partner  at  Kansas  City's 
Shook,  Hardy  &  Bacon,  would  give  the 
bankruptcy  court  a  say  in  the  Royals' 
future.  But  if  Kauffman  accepts,  the 
terms  would  force  him  to  put  up  for 
auction  the  team  he  has  owned  since  its 
inception  in  1969.  Why  the  forced  sale? 
"We've  got  to  find  out  what  the  fair 
market  value  is  for  the  team,"  says  a 
source  among  the 
creditors.  The  thinking 
among  the  creditors  is 
that  half  the  team  is 
worth  far  more  than 
$34  million,  and  they 
want  a  cut  of  any  sale 
proceeds. 

Newcomb  says  his 
client  is  undecided. 
But  time  is  running 
out:  Fogelman's  credi- 
tors want  an  agree- 
ment by  early  June. 

The  results  of  an 
auction  are  problem- 
atic, but  one  thing 
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seems  clear:  It's  u- 
likely  that  any  Kans , 
City-based  bidde; 
would  emerge,  sim 
Kauffman  couldr; 
find  a  local  investor  i 
1983.  "But  there's  ij 
doubt  whatsoeve;' 
that  outsiders  woui 
bid,  says  Steven  Ma 
director  of  professid- 
al  sports  evaluatioii 
for  Arthur  Anders'i 
&  Co.  Judging  froi 
the  prices  that  oth- 
baseball  franchisi 
have  fetched  recentl, 
the  bids  could  a- 
proach  $100  million- 
far  above  the  $68  m- 
lion  value  that  Fog- 
man's  proposal  pui 
on  the  team. 
New  owners  couldn't  move  tli 
Royals — they're  locked  into  a  new  ^ 
year  stadium  lease.  But  the  team  woui 
almost  surely  face  wrenching  changt, 
Kauffman,  who  is  worth  at  least  $5i 
million,  has  always  paid  top  dollar  f* 
talent.  Last  winter,  the  Royals  signl 
star  free-agent  pitchers  Mark  Davis  ail 
Storm  Davis  to  massive  contracts.  Th; 
pushed  the  payroll  from  $16  million  i 
some  $22  million  this  year — one  of  t' 
highest  in  the  majors.  At  the  same  tin 
ticket  prices  are  among  the  lowest  in  t  • 
big  leagues.  As  a  result,  admits  Spenc 
T.  Robinson,  the  team's  executive  vi( 
president  for  administration,  "there  ha 
never  been  years  when  this  club  w 
terribly  profitable."  This  year,  says  Rc 
inson,  with  the  team  off  to  an  abysir 
start,  "we  could  lose  $5  million  to 
million." 

BEST  IN  THE  WEST.  Despite  a  sor 
spring,  the  club  sports  the  best  record 
the  American  League's  Western  Di 
sion  over  the  past  two  decades.  And  la 
year,  the  Royals  drew  2.5  million  fans, 
record  for  the  team. 
An  auction  doesn't  necessarily  me; 

Kauffman  will  lo 
the  Royals.  If  no  o\ 
side  bidder  emerg 
by  this  fall,  Kauffm; 
would  end  up  wi 
100%  of  the  team  f 
$34  million.  And 
can  retain  full  ownt 
ship  by  matching  a: 
bid.  Now,  the  b 
question  is  how  f 
Kauffman  will  go 
preserve  his  dynasti 
By  William  C.  i 
monds  in  Denver  a 
Chuck  Hawkins 
Atlanta 


FOGELMAN:  CREDITORS  THREATEN  TO 
FORCE  HIM  INTO  BANKRUPTCY 
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XEROX 


Some  of  the  best  features  of  our  copiers 
don't  come  in  the  box. 


When  you  buy  a  copier,  don't  forget 
you're  also  buying  a  company. 

And  when  the  name  on  the  box  is 
Xerox,  you  get  a  lot  more  than  a  copier. 
You  get  a  company  dedicated  to  your 
complete  satisfaction. 

For  example,  Xerox  offers  a  three- 
year  warranty  on  all  our  cartridge 
desktop  copiers.  Other  manufacturers 
offer  a  mere  90  days. 

Xerox  also  guarantees  copy  quality. 
So  you  can  be  sure  your  20,000th  copy 
will  be  just  as  good  as  your  first. 

Equally  unique  is  our  guarantee  to 
provide  parts  and  service  for  all  our 


copiers  for  up  to  seven  years. 

Add  to  that  the  fact  that  every  Xerox 
copier  is  backed  by  the  best  supplies 
and  the  best  service  organization  in  the 
business. 

And  that— when  it  comes  to  documents 
—no  company  has  more  experience  than 
Xerox. 

All  of  which  are  just  a  few  of  the 
reasons  that  Xerox  was  recently  honored 
with  the  Malcolm  Baldrige  National 
Quality  Award. 

So  make  your  next  copier  a  Xerox. 
And  get  the  best  features  in  a  copier- 
plus  the  best  features  in  a  company. 


For  information  about  any  ^KPNationaT 

Xerox  copier,  call  1-800-  XyOuality 
TEAM-XRX,  Ext.  250A.JSS^Zl''^ 


Xerox 


Three-year  waiTanly  requires  purchase  of  replaceable  copy  cartridge  from  Xerox 

©  1990  XEROX  CORPORATION     XEROX*  is  a  trademark  of  XEROX  CORPORATION 


ED'TED  BY  HARRIS  COLLINGWOOD 


THE  G-MEN  COME 
CALLING  ON  NORTHROP 


►  Northrop  just  can't  seem  to 
stay  out  of  trouble.  On  May 
22,  FBI  agents  raided  two  Nor- 
throp plants  that  make  por- 
tions of  the  Na\T  F/A-18 
fighter  jet.  The  Feds  were 
looking  for  evidence  of  defec- 
tive parts  and  records  show- 
ing that  Northrop  may  have 
overcharged  the  government. 

The  raid  is  the  latest  sign 
that  Northrop  is  in  for  a  new 
round  of  confrontations  with 
the  government.  In  April,  the 
Justice  Dept.  agreed  to  join  a 
civil  suit  accusing  Northrop  of 
overcharging  the  Na\y  for 
the  F-18.  And  in  February-, 
the  FBI  raided  the  company's 
B-2  Stealth  bomber  plant  in  a 
separate  investigation.  All 
this  comes  after  Northrop 
agreed  to  pay  SIT  million  as 
part  of  a  guilty  plea  to  re- 
solve earlier  criminal  charges. 


HIS  MISSION:  TO  KEEP 
POLYGRAM  GROOVING 


copies  of  BUSINESS  WEEK.  In 
the  civil  trial,  the  Securities  & 
Exchange  Commission  said 
Callahan,  a  former  broker  at 
Prudential-Bache  Securities  in 
Anaheim,  Calif.,  and  several 
clients  made  $19,684  in  illegal 
profits  between  July,  1987, 
and  July,  1988.  Jackson,  a  for- 
mer employee  of  BW  printer 
R.  R.  Donnelly  &  Sons  in  Tor- 
rance, Calif.,  and  his  brothers 
made  §19,506  during  that 
time,  the  government  says. 

The  SEC  is  seeking  restitu- 
tion and  penalties  of  three 
times  the  gains.  The  judge 
froze  the  two  men's  assets 
while  he  decides  how  much 
they  must  pay. 


A  FIRST  STEP  IN 
FREEING  THE  BELLS 


►  Alain  Levy,  a  Wharton-edu- 
cated  Frenchman,  is  taking 
over  as  president  and  CEO  of 
PolyGram.  the  world's  third- 
largest  record  company.  For 
the  past  six  months,  Levy,  43, 
has  overseen  the  U.  S.  opera- 
tions of  the  S2.3  billion  outfit. 
PolyGram,  80^'^-owned  by  the 
Netherlands'  Philips,  spent 
§732  million  in  late  1989  to  ac- 
quire the  Island  and  .A.&M  pop 
music  labels.  PolyGram  now 
has  a  roster  than  runs  from 
Luciano  Pavarotti  to  U2.  One 
of  Levy's  first  challenges  will 
be  to  find  a  replacement  for 
himself  in  the  U.  S. 


►  SL\  years  after  the  AT&T 
breakup,  it  appears  the  anti- 
trust walls  around  the  phone 
business  are  starting  to  crum- 
ble. The  seven  regional  Bell 
holding  companies  aren't  al- 
lowed to  make  or  design  tele 
communications  gear,  and 
that  probably  won't  change 
soon.  But  they  won  a  moral 
victor}-  on  May  22  when  the 
Senate  Commerce  Committee 
approved  a  bill  that  would  al- 
low them  to  manufacture 
phone  equipment.  It  was  the 
first  free-the-Bells  bill  ever  re- 
ported out  of  a  committee. 

In  an  earlier  victon,'  for  the 
Bells,  an  appeals  court  on 
Apr.  3  ordered  U.  S.  District 
Judge  Harold  Greene  to  take 


JURY  CONVICTS 
PRINTER  AND  BROKER 

>  After  deliberating  for  only 
an  hour  on  May  16,  a  federal 
jury  in  Los  Angeles  found 
thv  stockbroker  Brian  Calla- 
iran  anc  printer  William  Jack- 
son b'-oiNe  securities  laws  by 
tradiiig  in  sto(  ks  based  on  in- 
formation   1-    1  advance 


MAD  DOGS  AND  HOCKEY  PLAYERS 


Maybe  it's  the  heat.  Or  the  lure 
of  the  warm  surf.  Whatever  the 
reason,  Florida  has  never  been 
perceived  as  a  hockey  hotbed. 
But  now  that  the  National  Hock- 
ey League  is  looking  for  a  few 
good  expansion  teams,  two 
groups  in  Tampa  are  courting 
the  League.  One  is  led  by  Phil 
Esposito,  a  former  star  with  the 
Chicago  Black  Hawks,  Boston 
Bruins,  and  New  York  Rangers. 
The  other  is  led  by  former  Detroit  Red  Wing  Jim  Rutheri 

Esposito's  group  has  even  tentatively  scheduled  an  exh } 
tion  game  for  next  fall.  A  large  turnout,  Esposito  belie'.  ; 
would  go  a  long  way  toward  winning  over  NHL  bigwitr- 
next  Sept.  19,  the  Los  Angeles  Kings  will  line  up  against  u  ;  _ 
to-benamed  opponent  at  the  Florida  Suncoast  Di^r  ^ 
Petersburg.  Since  the  Dome  seats  30,000,  Esposito  hopf  -  . 
break  the  XHL  single-game  attendance  record  of  21,019.  Ct 
little  problem:  The  St.  Pete  facility  doesn't  have  a  rink. 


another  look  at  whether  they 
should  still  be  barred  from 
creating  information  services. 


WORKING  FATHERS  GET 
A  BREAK  IN  COURT 


►  A  federal  appeals  court  on 
May  17  sent  a  strong  mes- 
sage to  companies  with  more 
than  15  workers:  If  they  offer 
child-rearing  benefits  to  wom- 
en, they'd  better  offer  the 
same  privileges  to  men. 

The  decision  by  the  Third 
Circuit  Court  of  Appeals  tech- 
nically applies  only  to  Dela- 
ware. Pennsylvania,  New  Jer- 
sey, and  the  Virgin  Islands, 
But  the  novel  ruling  will 


serve  as  a  model  for  oth 
federal  trial  courts.  It's  base 
on  Title  VII  of  the  CiT. 
Rights  Act  of  1964,  wht 
bars  discrimination  based 
race  or  sex.  The  decisi: 
could  also  buoy  efforts  ' 
Congress  to  pass  a  12-we^ 
family-  and  medical-leave  b, 
The  bill,  which  has  passed  tt 
House  and  should  reach  tr 
Senate  floor  by  mid-Jui 
would  cover  companies  w  ■ 
more  than  50  employees. 


PACIFICORP  DOESN'T 
GET  THE  MESSAGE 


am 


nil 


►  Sometimes  just  saving  "n 
isn't  enough.  Pinnacle  W^ 
Capital's  board  rebuffed  Pa 
fiCorp's  buyout  bid  on  M 
22.  calling  it  "financially  ins 
equate."  But  the  S1.82  bilH 
offer  is  the  Portland  (Or 
utility's  fourth  proposal  sin 
November  for  Pinna 
West — and  the  persistent  su 
or  shows  no  signs  of  quittir 
PacifiCorp  is  set  on  enlargi: 
its  seven-state  territory'  a 
says  it  may  approach  Pinnae 
West's  shareholders  direct! 

PacifiCorp  isn't  the  or 
one  courting  the  Phoen 
based  utility.  Pinnacle  We 
also  turned  down  Salt  Riv 
Project's  SoOO  million  propos 
to  buy  some  of  its  Arizo 
power  assets. 
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IfHEN  THIS  WATCHDOG  OPEHS  ITS  MOUTH, 
rS  YAWNING 


^ongress  is  once  again  grappling  with  the  issue  of  cam- 

,    paign  finance  reform,  with  the  prime  focus  on  the  insid- 

Bious  role  that  political  action  committees  play  in  financ- 

;  elections.  But  lawmakers  are  dodging  one  of  the  key 

prits  in  the  campaign  mess:  a  toothless  Federal  Election 

mmission  whose  lax  oversight  of  election  laws  almost  guar- 

:ees  that  any  reforms  are  quickly  thwarted. 

Phe  FEC  has  been  paralyzed  since  birth.  No  more  than  three 

its  six  members  can  be  from  one  party.  Four  votes  are 

[uired  for  the  FEC  to  act — which  it  seldom  does. 

rhe  problems  with  this  arrangement  were  on  display  on 

,y  14,  when  the  FEC  disclosed  that  it  had  rejected  its  general 

msel's  request  for  an  investigation 

0  the  role  the  Auto  Dealers  &  Driv- 
for  Free  Trade  pac  played  in  1988 

late  races.  Instead,  the  commission- 
slapped  the  group  with  a  $3,500 

e  for  violating  reporting  regulations. 

rhe  little-known  pac,  a  group  of 

lund  1,700  dealers  in  imported  cars, 

!nt  $2.6  million  in  1988  to  support 

ididates  pledging  to  vote  against  re- 

ictions  on  car  imports.  The  PAC  spent 

4  million — accounting  for  nearly  7% 

all  "independent  expenditures" — to 

p  five  Republican  Senate  candidates 

the  final  days  of  the  race. 

iriNG  FOUL.  A  PAC  can  give  only  $10,000  directly  to  a  candi- 
But  it  can  make  unlimited  independent  expenditures,  as 
g  as  there  is  no  consultation  between  the  PAC  and  the 
npaign.  FEC  General  Counsel  Lawrence  M.  Noble  was  suspi- 
us  of  the  role  the  Auto  Dealers  played  in  the  election  of 
lator  Connie  Mack  (R-Fla.).  Mack  eventually  beat  Democrat 
ddy  MacKay  by  just  33,000  votes.  From  Oct.  25  to  Nov.  2— 
veek  before  the  election — the  PAC  spent  $326,000  on  hard- 
ting  TV  ads  in  support  of  Mack. 

Democrats  cried  foul,  questioning  whether  the  expenditures 
re  really  independent.  Their  key  complaint:  Though  the  PAC 


MACK:  HELP  FROM  A  PAC 


took  pains  to  distance  itself  from  Mack,  it  hired  two  of  his 
political  consultants  to  handle  its  campaigns  in  other  states. 
The  PAC  used  a  separate  firm — now  defunct — to  handle  its 
campaign  for  Mack.  In  a  report  to  FEC  commissioners.  Noble 
says  the  consultants  "would  have  acquired  a  familiarity  with 
the  Auto  Dealers'  planning  from  the  extensive  work  they  were 
doing  in  other  campaigns."  PAC  Chairman  Thomas  M.  Nemet 
denies  any  collusion  with  the  Mack  campaign. 

The  FEC  didn't  try  very  hard  to  get  to  the  bottom  of  the 
case.  It  declined  to  probe  the  Auto  Dealers'  Florida  ad  agency. 
No  subpoenas  were  issued,  no  depositions  were  taken.  Instead, 
the  commissioners  relied  on  sworn  statements  by  PAC  officials 
denying  any  impropriety.  FEC  commis- 
sioners can  defend  their  inaction  since 
the  law  requires  them  to  find  a  viola- 
tion before  beginning  an  investigation, 
an  arrangement  that  Republican  mem- 
ber Thomas  J.  Josefiak  concedes  is  "a 
little  bizarre." 

Although  little  noted  by  the  public, 
the  Auto  Dealers  case  is  attracting 
wide  attention  among  political  pros.  By 
taking  a  relaxed  stance  on  links  be- 
tween campaigns  and  "independent" 
givers,  the  FEC  has  widened  a  key  loop- 
hole in  the  porous  election  law.  As  a 


result,  independent  expenditures,  which  rose  from  $2  million  in 
1976  to  $21  million  in  1988,  are  likely  to  explode  this  fall. 

There  was  little  uproar  in  Washington  over  the  Auto  Deal- 
ers decision  because  incumbents  of  both  parties  are  comfort- 
able with  a  supine  FEC.  Lawmakers  could  remedy  some  of  the 
FEC's  worst  problems  by  giving  its  general  counsel  a  power 
enjoyed  by  his  counterparts  at  other  independent  agencies:  the 
right  to  investigate  cases  without  the  commission's  approval. 
But  that  might  create  a  watchdog  that  could  bite.  Says  Jose- 
fiak, who  voted  to  kill  the  Auto  Dealers  probe:  "We  are  doing 
exactly  what  Congress  wants."  Which  is  to  say,  nothing. 

By  Paula  Dwyer 


PJTAL  WRAPUPI 


RADE 


Japanese  auto  makers  in  the  U.  S. 
are  getting  some  unwelcome  atten- 
on  from  Washington  trustbusters.  At 
le  urging  of  House  Judiciary  Commit- 
!e  Chairman  Jack  Brooks  (D-Tex.),  the 
ederal  Trade  Commission  has  begun 
probe  of  the  relationships  between 
le  Japanese  companies  and  their  parts 
ippliers.  The  issue:  Does  the  Japa- 
ese  propensity  to  buy  components 
•om  suppliers  in  which  they  hold  a 
nancial  interest  illegally  discriminate 
gainst  competing  parts  makers? 
The  Japanese  carmakers'  efforts  to 
jcreate  in  the  U.  S.  their  close  system 
f  relations  with  suppliers,  known  as 


keiretsu,  have  grown  increasingly  con- 
troversial. Leading  the  charge  is  corpo- 
rate raider  turned  shareholder  advo- 
cate T.  Boone  Pickens  Jr.,  who  has 
been  having  a  hard  time  in  his  at- 
tempts to  gain  control  of  a  Japanese 
parts  maker  with  close  ties  to  Toyota 
Motor  Corp.  Pickens  charges  that  Jap- 
anese manufacturers  are  avoiding  do- 
ing business  with  American  suppliers 
while  helping  Japanese  parts  compa- 
nies to  set  up  shop  in  the  U.  S. 

The  FTC  investigation  may  not  be  the 
transplants'  only  legal  worry.  Justice 
Dept.  antitrust  chief  James  F.  Rill  says 
he  plans  to  use  his  authority  as  anoth- 
er weapon  against  unfair  trade  prac- 
tices by  foreign  companies. 


PENSIONS 


The  Labor  Dept.  is  trying  to  make  it 
easier  for  Americans  to  take  their 
pensions  with  them  when  they  change 
jobs.  But  the  Treasury  may  not  like  the 
ideas.  Labor  Secretary  Elizabeth  H. 
Dole  wants  to  allow  more  workers  to 
transfer  401(k)  tax-exempt  savings  or 
profit-sharing  money  into  a  new  em- 
ployer's retirement  plan  without  taking 
a  big  tax  hit.  She'd  also  like  to  make  it 
easier  for  small  employers  to  offer  tax- 
deductible  plans.  The  problem  is  that 
both  ideas  would  lose  revenues — Trea- 
sury is  trying  to  figure  out  how 
much — so  the  plans  may  fall  victim  to 
the  need  to  cut  the  deficit. 


HINGTON  OUTLOOK 
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When  you  ship  billions  of  soybeans  a  year— by  railroad^  truck 
and  ship— around  the  globe^  traclang  them  every  hour  of  every 
day  is  tough. 

Which  is  why  CSX  Transportation  Company  came  to  NYNEXl 
The  computer  systems  they  bought  from  us  are  so  sophisticated^ 

they  let  CSX  track  every  last  bean^  from  Indiana  to  Texas.  Or 

Timbuktu. 

And  since  CSX^s  terminals  are  open  24  hours  a  day  they  appreci- 
ate NYNEX^s  round-the-clock  support. 

Our  technical  staff  responds  close  to  instantly 

It  all  adds  up  to  the  l<ind  of  value  even  a  bean  counter  could  love. 

The  NYNEX  family  of  companies  would  like  to  work  with 


you^  too.  We  offer  you  everything  from  the  NYNEX  Business 
Centers^  the  division  that  provided  these  computer  systems^  to  the 
software  of  the  DATA  Group^  Telco  Research^  the  BIS  Group  Ltd.^ 
and  AGS  Gomputers^  Inc.  Gall  us  at  1  800  535-1535. 

Discovering  the  reasons  why  the  answer  is  NYNEX— now^ 
that^s  using  the  old  bean. 


Need  to  communicate?  Need  to  compute?  The  answer  is 

NYNEX 


)  1990  NYNEX  Corporation. 


WILL  UHIFICATION  SEPARATE  KOHL 

FROM  HIS  OFFICE?  

West  German  voters  fear  that  supporting  the  East  will  lead  to  higher  taxes  and  fewer  jobs 


Germans  rarely  look  to  Britain  for 
models  anymore.  But  suddenly, 
many  local  commentators  are 
seizing  on  the  example  of  Sir  Winston 
Churchill.  As  British  Prime  Minister,  he 
played  a  decisive  role  in  winning  World 
War  II  only  to  be  booted  out  of  office  in 
1945  by  an  ungrateful  electorate.  Does 
the  same  fate,  the  pundits  ask,  now 
await  Chancellor  Helmut  Kohl  as  he 
moves  to  unify  the  two  Germanys? 

On  Dec.  2,  Kohl  and  his  conservative 
party  will  face  voters  in  a  bid  for  a  third 
straight  term.  "We  will  win,"  insists 
Volker  Riihe,  secretary  of  the  Christian 
Democratic  Union  (CDU).  But  that's  far 
from  certain  now.  Voters  are  becoming 
increasingly  nervous  about  Kohl's  haste 
to  rebuild  East  Germany  at  a  price  of 
$600  billion.  And  resentment  over  the 
wave  of  East  German  immigrants  is  ris- 
ing. As  a  result,  the  Chancellor's  person- 
al popularity  is  trailing  that  of  opposi- 
tion  Social  Democratic  leader  Oskar 


Lafontaine,  who  favors  a  slower  unifica- 
tion pace.  Kohl's  center-right  coalition 
has  seen  its  lead  over  the  Socialists  and 
Greens  narrow  to  only  three  percentage 
points  in  May,  from  seven  in  March.  A 
poll  by  the  magazine  Stern  indicates 
that  60%  of  West  Germans  believe  unifi- 
cation is  already  proceeding  too  rapidly. 
TRIED  AND  TRUE?  A  Socialist  victory 
wouldn't  mean  the  death  of  unification. 
But  the  loss  of  its  chief  advocate  could 
make  the  process  more  arduous  and  un- 
certain than  it  already  is.  Lafontaine  is 
trying  to  exploit  West  German  fears 
that  quick  unification  will  boost  tax 
rates.  Instead,  he  argues,  East  Germany 


The  Socialists  have  adeptly 
exploited  resentment  over 
handouts  to  Eastern  refugees 


1^ 


should  be  given  more  time  to  adjust  tci 
market  economy.  But  Lafontaine  offe 
few  concrete  alternatives  to  Kohl's  pi 
gram.  Lafontaine  also  faces  a  near-cil 
tainty  that  the  flow  of  East  German  n  ;  ■ 
ugees  will  only  increase  if  unificati 
slows  under  the  Socialists. 

Thus,  unless  Lafontaine  comes 
with  a  more  detailed  plan,  Germans  m 
opt  for  the  tried  and  true.  Kohl  has  let 
ground  at  home,  but  he  is  gaining  st:- 
ure  among  East  Germans,  who  may  % 
allowed  to  vote  in  the  upcoming  electici 
Kohl  also  has  the  strong  backing  of  tv 
rest  of  the  Atlantic  alliance,  which  sei 
him  as  the  central  player  in  forgingi 
new  East-West  relationship. 

Still,  what's  stirring  voters  is  the  cc: 
and  speed  of  unification.  Kohl  says  t 
rebuilding  can  be  done  without  raisii 
taxes,  but  West  Germans  aren't  cc 
vinced.  They  expect  to  pay  the  East  G( 
mans  $15  billion  a  year  in  social  welfa  uj™' 
benefits  after  July  2,  when  West  G( 
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in  currency  replaces  East  German 
iney.  Many  West  Germans  also  fear 
ing  their  jobs  to  competition  from 
rer-paid  East  Germans. 
Unification  shocks  are  rippling  abroad, 
West  German  interest  rates  have 
raled  (chart)  amid  concerns  that  com- 
ling  the  two  monetary  systems  will 
;1  inflation.  The  surge  "has  had  an 
ect  in  other  European  countries  and 
1  U.  S.,"  says  Peter  Buomberger,  chief 
momist  at  Union  Bank  of  Switzerland, 
ilates  are  rising  in  anticipation  of  mas- 
e  amounts  of  government  borrowing 
;r  the  next  36  months.  Bonn's  budget 
'icit  could  soar  to  $45  billion  next 
ir,  double  that  for  1989.  As  part  of 
!  German  currency  union,  Kohl  plans 
finance  a  $70  billion  Unity  Fund  by 
ling  $58  billion  in  bonds  over  the  next 
1  years.  He'll  get  the  remaining  12 
ion  by  cutting  spending  on  defense 
i  subsidies  for  West  Berlin.  But  the 
ire  significant  impact  of  the  plan  may 

seen  abroad.  "Germany  will  be  a 
aller  supplier  of  capital"  to  other 
mtries,  warns  Bundesbank  Interna- 
nal  Affairs  Director  Wolfgang  Rieke. 
JOR  BLOW.  Such  talk  doesn't  seem  to 
tie  Washington,  despite  its  big  defi- 
5.  This  is  a  sharp  contrast  to  the  mood 
the  eve  of  the  1987  Wall  Street  crash, 
en  a  jump  in  German  interest  rates 
irked  a  transatlantic  shouting  match 
Aveen  Bonn  and  Washington.  Back 
!n.  Kohl  was  widely  regarded  as  weak 
1  indecisive,  and  the  Reagan  Adminis- 
tion  felt  it  could  afford  to  bluster, 
t  Kohl  has  since  built  up  a  large  stock 

political  credit  abroad.  He  has 
erged  as  an  international  statesman, 
moting  the  EC's  1992  single-market 
,n  even  as  he  has  pushed  German  re- 
ification. 

But  statesmanship  may  not  play  at 
Tie.  Lafontaine  has  adeptly  exploited 
lentment  of  the  handouts  given  to 
stern  refugees.  Kohl  took  the  hint 
i  cut  immigrants'  benefits,  but  that 
sn't  enough  to  avert  a  major  blow  on 


May  13,  when  a  coalition  of  Socialists 
and  Greens  snatched  control  of  the  state 
of  Lower  Saxony  from  Kohl's  CDU  for 
the  first  time  in  14  years.  That  robbed 
Kohl  of  his  majority  in  Bonn's  upper 
legislative  house,  the  Bundesrat. 

Kohl  is  betting  that  East  German  vot- 
ers would  opt  for  his  faster  plan.  That's 
why  he  wants  to  widen  West  Germany's 
December  election  into  the  first  all-Ger- 
man parliamentary  contest  since  the 


derelict  highways  and  railroads  or  for 
subsidizing  low-priced  export  contracts 
East  German  companies  have  with  the 
Soviet  Union. 

Business  investment  will  need  to  fill 
much  of  this  spending  gap.  But  East 
German  industry's  needs  are  vast.  Only 
30%  of  its  companies  are  competitive  in 
world  markets.  A  further  20%  are  bank- 
rupt and  beyond  rescue.  The  other  half 
need  better  management  and  substantial 


war.  With  support  for  the  East  German 
sister  party  of  Kohl's  CDU  running  high. 
Kohl  figures  he  has  a  better  chance  of 
winning  a  unified  German  election  than 
one  in  the  West  alone. 

But  West  German  voters'  fears  of  spi- 
raling  unification  costs  may  be  right  on 
the  mark.  Kohl's  Unity  Fund  covers  lit- 
tle more  than  two-thirds  of  the  $87  bil- 
lion in  anticipated  East  German  budget 
deficits  for  the  next  four  years.  The 
fund  doesn't  directly  address  the  cost  of 
cleaning  up  East  Germany's  filthy  envi- 
ronment, estimated  at  $250  billion.  Nor 
does  it  include  outlays  for  rebuilding 
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amounts  of  cash  and  knowhow.  Once  the 
free  market  hits  this  summer.  East  Ger- 
man unemployment  could  balloon  to  1 
million  or  more  out  of  the  9  million-mem- 
ber work  force.  That  could  swell  the  cur- 
rent tide  of  4,000  East  Germans  moving 
west  each  week  to  the  15,000-a-week  lev- 
el seen  at  the  start  of  the  year.  "The 
rationale  of  the  streets  will  prevail," 
says  political  analyst  Bernard  von  Plate. 

That  sort  of  logic  could  help  Kohl. 
After  all,  his  unity  plan  is  aimed  directly 
at  stopping  the  immigration  wave  by 
raising  East  German  living  standards. 
Kohl  also  has  a  knack  for  appealing  to 
German  patriotism  and 
pride  in  the  fatherland, 
and  there's  no  doubt 
many  Germans  are  will- 
ing to  sacrifice  for  a 
single,  stable  nation. 
The  question  Germans 
will  decide  now  is 
whether  Kohl  should 
lead  them  through  this 
historic  transition.  If 
they  give  him  a  third 
term,  he  won't  just  be 
remaking  Germany,  but 
Europe,  too. 

By  John  Templeman, 
with  Igor  Reichlin,  in 
Bonn,  William  Glasgall 
in  New  York,  and  bureau 
reports 
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CANADA I 


SUDDENLY,  QUEBEC  IS  lOOKING  LIKE 
MULRONEY'S  LITHUANIA 


Constitutional  reform  or  no,  it  is  headed  for  greater  independence 


ligh  interest  rates  and  tax  hikes 
have  made  Prime  Minister  Brian 
I  Mulroney  the  least  popular  Cana- 
dian leader  in  history,  but  so  far,  his 
government  has  largely  held  together. 
Now  that,  too,  is  unraveling.  In  late 
May,  Mulroney  suffered  his  w^orst  blow 
yet,  when  his  ally  Environment  Minister 
Lucien  Bouchard  and  two  other  Tory 
members  of  Parliament  from  Quebec 
resigned. 

The  trio  is  protesting  the  refusal  of 
three  of  the  nation's  provinces  to 
ratify  an  agreement  that  would 
safeguard  French-speaking  Que- 
bec's distinct  identity  within  Cana- 
da. Their  departure  all  but  dooms 
Mulroney's  efforts  to  reach  a  com- 
promise that  would  persuade  the 
holdout  provinces  of  New  Bruns- 
wick, Newfoundland,  and  Manito- 
ba to  approve  the  so-called  Meech 
Lake  accords  by  the  June  23  dead- 
line. If  the  deadline  passes,  Que- 
bec's leaders  vow  to  go  to  work  on 
a  plan  for  separation. 

Meech  Lake  or  no,  Quebec  is 
headed  inexorably  for  much  great- 
er political  and  economic  inde- 
pendence. The  Quebec  political 
and  business  Establishment  now 
favors  such  a  course.  The  depar- 
ture of  Bouchard  effectively 
throws  Quebec's  Tories'  support 
behind  the  separatist  movement. 
"Quebec  is  headed  for  more  power 
and  more  sovereignty,"  says  Leo 
Pare,  the  province's  delegate 
general  to  the  U.  S.  "This  is  a  sure 
thing." 

SKITTISH  INVESTORS.  In  the  long  run,  a 
weakened  Canadian  federal  system  will 
probably  strengthen  the  U.  S.'s  hand  in 
dealings  with  Canada.  While  the  grow- 
ing assertiveness  of  Quebec  and  some  of 
the  English-speaking  provinces  may 
slow  up  some  parts  of  the  1988  Free 
Trade  Agreement,  a  more  independent 
Quebec  will  have  no  choice  but  to  be  an 
open  and  willing  business  partner  of  the 
U.  S.  The  rest  of  Canada  will  have  to 
adopt  a  similar  stance  or  risk  losing  out 
economically  to  Quebec. 

But  Canada  seems  headed  for  some 
turbulent  politics  over  the  next  few 
months.  Bouchard's  departure  was  a 
very  hard  blow  for  Mulroney,  who  is 
himself  from  the  backwoods  of  Quebec. 


The  Environment  Minister  was  the 
Prime  Minister's  most  trusted  link  to  the 
French  community.  If  the  remaining  59 
Quebec  Tory  members  of  Parliament 
join  Bouchard  in  an  independent  bloc, 
Mulroney,  who  now  holds  a  31-seat  ma- 
jority, will  be  in  charge  of  a  minority 
government  that  is  vulnerable  to  votes 
of  no  confidence. 

The  Prime  Minister's  troubles  are  also 
exacerbating  doubts  about  the  health  of 
the  Canadian  economy.  Following  Bou- 


of  Canada  has  hiked  the  prime  rate  to 
stiff  14.75%,  the  highest  since  1982.  Tl 
high  rates  threaten  to  push  the  econom 
into  a  recession.  Growth  this  year  is  sti 
forecast  at  1.3%,  but,  says  pollster  Ai 
gus  Reid,  "there's  almost  a  Depressio 
mentality  setting  in."  : 
DOUBLE  WHAMMY.  Regional  tension 
have  prevented  Mulroney  from  usin' 
cuts  to  attack  Canada's  $25  billion  anm 
al  deficit.  As  a  result,  he  has  had  t 
raise  taxes  relentlessly  since  1985.  An 
normally  passive  Canadians  are  now  i 
near-revolt  over  his  latest  cruncher,  a  7' 
value-added  levy  known  as  the  good; 
and-services  tax. 

The  double  whammy  of  the  Quebe 
crisis  and  the  deteriorating  economic  si 
uation  has  hurt  Mulroney  across  the  n; 
tion.  In  the  Maritime  provinces  of  Nov 
Scotia  and  Newfoundland,  federal  worl 
ers  turned  his  portrait  to  the  wall  after 


CANADIANS  ARE  IN  NEAR-REVOLT  OVER  THE  PRIME  MINISTER'S  7%  VALUE-ADDED  TAX 


chard's  resignation,  foreign-exchange 
traders  knocked  more  than  a  full  cent 
off  the  value  of  the  Canadian  dollar, 
forcing  the  Bank  of  Canada  to  intervene 
to  keep  the  currency  from  falling  below 
84  U.  S.  cents. 

Even  without  the  Meech  Lake  crisis, 
foreign  investors,  who  supply  two-thirds 
of  Canadian  government-  and  business- 
capital  requirements,  were  already  skit- 
tish about  the  Canadian  economy.  To 
keep  foreign  money  flowing  in,  the  Bank 


Mulroney  has  failed 
to  make  a  convincing  case 
for  a  unified  Canada 


recent  visit.  In  Edmonton,  Alta.,  antigo' 
ernment  signs  are  sprouting  up  on  res 
dents'  lawns. 

While  Mulroney  does  not  have 
call  an  election  for  two  years  unles; 
his  Quebec  MPs  bring  him  down,  he  ii 
giving  no  indication  that  he  can  turr 
things  around.  The  Prime  Minister  hai 
handled  the  Meech  Lake  affair  verj 
sloppily,  promising  the  provinces  toe 
much  when  he  negotiated  the  deal  ir 
1987  and  then  waiting  too  long  to  pusi 
for  ratification.  He  has  also  failed  tc 
make  a  convincing  case  for  a  unifiec 
Canada.  So  while  Mulroney  wants  to  b< 
known  as  the  Prime  Minister  who  kepi 
Quebec  in  the  fold,  he  risks  being  re- 
membered as  the  man  who  presided  ovei 
Canada's  dissolution. 

By  Todd  Mason  in  Torontc 


76  BUSINESS  WEEK/JUNE  4,  1990 


INTERNATIONAL  BUSINE! 


If  there's  one  thing  we  Ve 
learned  at  New  York  Life,  it's  that 
we  still  have  a  lot  to  learn. 


At  New  York  Life,  we  know  the  financial  world 
doesn't  stand  still. 

That's  why  our  life  insurance  agents  are  required 
to  continue  their  education  throughout  their  careers. 
Even  if  they've  been  in  the  business  20  years.  And 
even  if  they're  wildly  successful. 

The  way  we  see  it,  there's  always  more  to  learn. 
Whether  it's  the  latest  tax  laws  and  insurance  prod- 
ucts, or  the  current  banking  and  investment  trends. 

So  we  conduct  seminars  and  study  groups  on  an 
ongoing  basis.  In  fact,  we  spend  about 
$150,000  on  an  agent's  education  in  the 
first  3V2  years  alone. 

Surprised?  Well,  as  we  like  to  say 
here  at  New  York  Life,  you  learn  some- 
thing new  every  day. 


The  Company  You  Keep 


Sol  Silverman,  CLU, 
New  York  Life' agent  for  30  years 


Bernard  Klaziner,  CLU, 
New  York  Life  agent  for  36  years 


In  praise  of  versatility. 


Some  birds  catch  fish.  Some 
bore  for  insects.  Still  others 
filter  their  food  from  v/ater. 
They're  not  all  of  a  feather  and 
nature  has  endowed  each 
species  with  a  beak  specially 
adapted  to  us  need.  But  no 
matter  what  its  shape  or 
function,  each  beak  is  made 
of  the  same  material. 
 Glass  is  another  ma- 
terial that  can  take  on  an 


extraordinary  variety  of  spe- 
cially adapted  forms,  func- 
tions and  properties.  Schott 
proves  it  every  day. 

 We've  developed  glass 

that  transmits  laser  beams, 
glass  that  purifies  sewage, 
glass  that  withstands  a  wide 
range  of  temperatures. 

 In  fact,  with  more  than 

50,000  products,  Schott 
produces  special  glass  that 


has  even  more  applications 
than  nature's  solution.  After 
all,  there  are  only  about  8,600 
species  of  birds. 

 Schott  worldwide:  50 

production  facilities,  repre- 
sented in  more  than  100 
countries,  with  over  Si  billion 
in  sales. 

 Schott  in  North  Amer- 
ica: 11  companies  employing 
more  than  1,800  people. 


 Would  you  like  to  know 

more  about  our  special 
glass?  Write  to:  Schott  Cor- 
poration, Dept.  B17,  3  Odell 
Plaza,  Yonkers,  NY  10701. 


B  SCHOTT 

Nobody  knows  more  about  glass. 
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EDITED  BY  JOHN  PEARSON 


ATIN  AMERICA'S  PROTESTANTS: 
POTENT  NEW  FORCE  FOR  CHANGE 


^  rapid  spread  of  Protestantism  is  adding  to  the  ferment 
of  economic,  social,  and  political  change  in  traditionally 
Roman  Catholic  Latin  America.  In  Peru,  although 
testants  still  make  up  only  3%  to  5%  of  the  population,  they 
3ed  get  out  the  vote  for  Alberto  Fujimori,  an  agricultural 
ineer  who  nearly  tied  former  front-runner  Mario  Vargas 
sa  in  the  Apr.  8  first  round  of  Peru's  presidential  election, 
hird  of  the  60  congressional  seats  won  by  Fujimori's  slate 
it  to  Protestants,  and  a  Baptist  pastor  will  be  Fujimori's 
Dnd  vice-president  if  he  wins  the  runoff  election,  as  seems 
ly,  on  June  10.  Although  Vargas  Llosa's  identification  with 
u's  ruling  oligarchy  probably  alienated  both  Protestant  and 
holic  voters,  Fujimori,  a  Catholic  of 
anese  descent,  also  tried  to  link  him- 
with  the  "work  ethic"  of  Protes- 
ts, referring  to  them  as  "honest, 
dworking  people,  like  us  Japanese." 
1  Brazil,  too,  the  image  of  Latin 
erica  as  a  solid  Catholic  bastion  was 
3d  in  April  with  the  $45  million  pur- 
se of  a  major  TV  network  by  the  Uni- 
sal  Church  of  the  Kingdom  of  God,  a 
itecostal  group.  The  Protestant  surge 
he  past  two  decades  has  boosted  Lat- 
Vmerica's  Protestant  total  to  around 
million,  or  10%  of  the  region's  400 


SPREADING  THE  FAITH  ON  A  SANTIAGO  STREET 


ion  people.  The  estimates  range  up  to  17%  for  Chile  and 
r  30%  for  Guatemala.  In  Brazil,  full-time  Protestant  pastors 
number  Catholic  priests,  15,000  to  13,176. 
RATING  MASSES.  Fueling  the  Protestant  gains  is  the  break- 
of  the  old  order  in  Latin  America,  including  mass  migra- 
is  to  megacities  that  are  severing  villagers'  traditional 
rch  ties.  Most  of  the  new  Protestants  are  being  drawn  to 
damentalist  Pentecostal  groups,  whose  religious  fervor  and 
ticipatory  style  appeal  to  the  region's  lower  middle  class 
often-illiterate  poor.  Sociologist  David  Martin  compares 
ir  growth  in  Latin  America  and  other  parts  of  the  world, 
h  as  Korea  and  Southern  Africa,  to  the  Islamic  fundamen- 


talism that  is  unsettling  the  Mideast.  But  in  his  book,  Tongues 
of  Fire:  The  Explosion  of  Protestantism  in  Latin  America, 
Martin  points  out  that  Pentecostals,  unlike  Moslem  fundamen- 
talists, don't  usually  identify  with  ardent  nationalism.  In  fact, 
despite  their  role  in  Peru,  Protestant  groups  have  mostly 
shunned  Latin  politics. 

Latin  America's  Pentecostals  could  have  their  biggest  im- 
pact as  carriers  of  Protestantism's  traditional  linkage  between 
worldly  and  spiritual  betterment.  Brasil  Para  Cristo,  a  Pente- 
costal group  with  1  million  members  and  5,000  churches,  urges 
followers  to  serve  God  by  improving  their  lives  and  being 
"assiduous  in  work,  tireless  and  studious."  In  Sao  Paulo,  the 
group  has  a  huge  church  near  the  city's 
auto  plants.  It  seats  18,000  and  draws 
members  from  the  same  industrial  work- 
ers that  Catholic  "base  communities" 
are  targeting.  But  the  Catholic  hierarchy 
is  deeply  split  over  the  communities'  left- 
ist "liberation  theology."  By  contrast, 
the  adaptable  Pentecostals  are  tailoring 
their  messages  to  varied  social  niches, 
from  the  urban  middle  class  to  Mexico's 
Mayan  ethnic  minority. 

Whether  Pentecostals'  work  ethic  will 
eventually  translate  into  entrepreneur- 
ship  may  not  be  clear  for  years.  Econo- 


mist Hernando  de  Soto  sees  Peru's  freewheeling  "informal," 
or  underground,  economy  as  the  country's  engine  of  growth, 
and  he  pooh-poohs  any  link  between  religion  and  enterprise. 
"The  work  ethic  comes  with  the  informal  sector  itself,  which  is 
a  big  urban  class,"  he  says. 

In  the  U.  S.,  Protestantism  and  business  enterprise  flour- 
ished together  in  a  relatively  free  market.  In  Latin  America, 
the  Protestant  explosion,  and  steps  toward  economic  deregula- 
tion in  many  countries,  may  test  whether  that  combination 
works  in  a  very  different  setting. 

By  Jeffrey  Ryser  in  Sao  Paulo,  Stephen  Baker  iyi  Mexico  City, 
Mark  Day  in  Lima,  and  Steve  Anderson  in  Santiago 


>BAL  WRAPUPI 


IROPE 


^  major  new  international  organiza- 
%  tion,  the  European  Bank  for  Re- 
nstruction  &  Development,  will  get 
lal  approval  in  Paris  on  May  29,  just 
c  months  after  the  French  govern- 
3nt  proposed  it.  Though  the  U.  S.  will 
the  biggest  shareholder,  with  10%> 
its  $12  billion  capital,  the  bank  will 
largely  run  for  and  by  Europeans. 
Its  main  purpose  is  to  lend  to  East- 
n  Europe's  fledgling  democracies. 
it  the  French  conceived  it  partly  to 
^pass  the  U.  S. -dominated  World 
ink.  French  intellectual  Jacques  At- 
li,  special  adviser  to  President  Fran- 
is  Mitterrand,  will  run  the  affair.  The 


French  won  British  support  to  shape 
the  institution's  policies  by  proposing 
that  it  be  located  in  London. 

Because  Europeans  are  in  charge, 
the  EBRD  is  likely  to  be  a  friendlier 
lender  to  the  Soviet  Union  than  any 
U.  S.-led  bank.  It  will  also  lend  more  to 
state  enterprises  than  suits  Washing- 
ton, which  wants  most  funds  to  go  to 
private  borrowers.  The  key  will  be  flex- 
ibility, not  private-sector  ideology, 
sources  close  to  Attali  say. 

ARGENTINA  

President  Carlos  Menem  is  breaking 
through  a  roadblock  to  his  market- 
oriented  economic  reforms  by  put- 
ting state-owned  shares  in  five  petro- 


chemical plants  up  for  sale.  Starting 
June  1,  private  Argentine  and  foreign 
companies  will  bid  for  the  Defense 
Ministry's  30%  holding  in  each  of  the 
plants. 

In  neighboring  Brazil,  President  Fer- 
nando Collor  de  Mello  also  is  moving 
ahead  with  his  plan  to  sell  off  state 
industrial  holdings  worth  $7  billion 
through  compulsory  share  purchases. 
On  June  15,  Brazil  will  start  manda- 
tory sales  of  $3.5  billion  worth  of  cer- 
tificates to  banks — including  affiliates 
of  Citibank  and  Chase  Manhattan — and 
other  financial  institutions.  They  will 
use  the  certificates  to  bid  for  industrial 
shares,  probably  starting  with  steel- 
maker USIMINAS  in  November. 
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TRANSPORTATION! 


THE  LOUISVILLE  HUB:  THE  OPERATION  IS  SO  EFFICIENT  THAT  FROM  TAXI  TO  TAKEOFF,  UPS  PILOTS  NEVER  TOUCH  THE  BRAKES 


CAN  UPS  DELIVER  THE  GOODS 
IN  A  NEW  WORLD? 


ftm 


With  the  competition  gaining,  the  giant  is  out  to  globalize,  computerize,  and  change  its  culture 


For  United  Parcel  Service,  "the 
tightest  ship  in  the  shipping  busi- 
ness" is  more  than  just  a  slogan. 
It's  the  Holy  Grail.  As  62,000  neatly 
dressed  drivers  climb  into  their  freshly 
washed  brown  trucks  each  morning, 
their  movements  reflect  82  years  of  per- 
snickety attention  to  detail. 

Endless  time-and-motion  studies  dic- 
tate how  fast  delivery  people  should 
walk  (three  feet  a  second),  which  finger 
should  be  used  to  hold  their  keys  (the 
middle),  and  how  they  should  fold  their 
money  (face  up,  sequentially  ordered). 
Packages  are  arranged  just  so  in  trucks 
equipped  with  skylights  so  that  drivers 
can  better  see  the  labels.  "They  do  it  like 
clockwork,"  boasts  strategic  planner 
Gene  Hughes.  "Nothing  deviates." 

But  outside  this  insular  world  of  effi- 
ciency engineering  wrapped  in  plain 
brown  paper,  the  shipping  business  has 
changed  dramatically.  As  UPS  spent  the 
early  1980s  oiling  its  own  mousetrap. 
Federal  Express  Corp.  invented  a  better 


one.  Customers  wanted  overnight  ser- 
vice, the  ability  to  track  packages  en 
route,  and  volume  discounts.  Federal  Ex- 
press offered  all  three.  Although  UPS 
Chairman  Kent  C.  "Oz"  Nelson  admits 
his  company  was  skeptical  at  first,  "it 
finally  sunk  in  that  Federal  was  right." 
UPS  was  profitable  and  efficient,  but  it 
was  losing  its  grip  on  the  marketplace. 
YEARS  OF  SPENDING.  Now,  Big  Brown  is 
playing  an  expensive  game  of  catch-up. 
Based  in  Greenwich,  Conn.,  the  company 
is  running  to  enlarge  its  same-day  pick- 
up and  overnight  delivery  services.  It's 
expanding  headlong  overseas  and  spend- 
ing massively  on  package-sorting  tech- 
nology. With  profits  of  $693  million  last 
year  on  revenues  of  $12.4  billion,  UPS  is 
roughly  2V2  times  the  size  of  Federal. 
But  just  matching  the  international  push 
of  its  smaller  competitor  has  generated 
overseas  operating  losses  of  $200  million 
in  the  past  15  months.  The  overall  profit 
margin  slimmed  to  5.67^  in  1989  from  a 
plump  8%  in  1987.  UPS  faces  years  of 


heavy  spending  before  it  can  offer  thjaiis: 
same  level  of  service  Federal  provides 
There's  no  denying  that  Federa 
which  is  enduring  its  own  growing  painjffltii 
these  days  (BW — Apr.  2),  has  roused 
giant.  Next-day  service,  phased  in  at  UPltm 
since  1982,  already  makes  up  21%  of  re\ 
enues.  And  the  company  has  thrust  int 
180  countries.  That  has  hurt  profit 
(charts),  but  annual  revenues  hav 
grown  at  a  steady  12.6%  since  1984,  an 
cash  flow  could  still  pay  off  long-terr 


debt  nearly  IV2  times  over.  When  UP 


needed  new  computerized  systems  t 
sort  and  track  packages  better,  it  alk 
cated  $1.4  billion.  When  it  wanted  a  big 
ger  air  fleet  in  1987,  it  paid  cash  for  11  feg 
planes  worth  $1.8  billion,  creating  th 
lOth-largest  U.  S.  airline. 

Ultimately,  however,  lavish  spendin, 
won't  be  enough.  Now  that  competitio: 
isn't  limited  to  the  U.S.  Postal  Service  U: 
UPS  has  to  emphasize  areas  it  has  ig 
nored  in  the  past,  such  as  advertisin; 
and  marketing.  Meantime,  it  has  to  lean  Sst!' 
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jrseas  markets  and  master  its  new 
hnology,  while  absorbing  thousands 
foreign  workers  and  computer  profes- 
nals  into  one  of  the  nation's  most 
bbornly  insular  corporate  cultures. 
PS's  inward  focus  is  legendary, 
ander  James  Casey,  whose  hallowed 
ige  is  preserved  in  a  near-life-size  oil 
nting  in  the  executive  offices,  set  the 
ge  in  1907  by  mandating  that  UPS 
luld  be  owned  by  employees.  Now, 
company's  20,000  managers  control 
stock,  and  the  culture  is  a  unique 
c  of  egalitarianism  and  slavish  dedica- 
1  to  efficiency.  UPS  people,  who  tend 
stay  with  the  company  for  a  lifetime, 
mt  every  cent  as  if  it  were  their  own. 
^ake  the  UPS  executive  suite.  Oz 
Ison,  who  started  in  1959  as  a 
esman,  shares  a  secretary  with 
ee  other  executives.  Indoor-out- 
)r  carpeting  was  installed  only 
;ause  it  was  cheaper  to  maintain 
,n  linoleum.  At  UPS's  sorting  hub 
Louisville,  lines  of  727s  taxi  at 
;cise  intervals  so  that  pilots 
ve  onto  the  runway  and  take  off 
;hout  touching  their  brakes, 
ists  marketing  chief  John  W.  Al- 
ii "We  talk  about  making  one- 
th  of  a  cent  improvement." 
t's  no  place  for  prima  donnas, 
ce  UPS  policy  is  to  promote  from 
hin,  most  managers  begin  their 
ure  by  driving  a  truck  or  sling- 
packages.  During  the  Christ- 
s  crunch,  when  volume  peaks  at 
million  packages  a  day,  even  top 
!cutives  pitch  in  at  the  frenetic 
ting  bins.  Decisions  at  the  top 
!  reached  through  consensus, 
wn  the  line,  hefty  wages  and  the 
)mise  of  advancement  offset  the 
ly  grind  of  driving  or  sorting 
:kages.  The  nation's  largest 
imsters  bargaining  unit,  UPS  has 
^er  had  a  strike  (page  82). 
ETIME  JOB.  Stock  dividends  keep 
ention  focused  on  profits,  not  ca- 
;r  paths.  "They  really  groom 
leralists,"  says  Jeffrey  Sonnen- 
d,  an  Emory  University  profes- 
•  who  worked  for  UPS  while  writ- 
;  a  Harvard  case  study  of  the 
npany.  "It's  the  exact  opposite 
the  star  system."  Managers  ro- 
e  jobs,  creating  a  broad  skill 
5e  and  minimizing  territorial  dis- 
tes.  Even  specialized  jobs  are 
adled  by  lifers.  Joseph  R.  Mo- 
*ow,  41,  started  with  UPS  as  a 
:kage  sorter  while  he  was  earn- 
;  his  economics  degree.  He  then 
;ame  an  industrial  engineer  who 
lowed  drivers,  clocking  their  ev- 
j  turn.  While  working  in  Califor- 
L,  he  attended  law  school  during 
;  evenings.  Now,  Moderow  is 
S's  corporate  general  counsel. 
Such  inward  focus,  however,  has 


also  caused  problems.  Concentrating  on 
itself  more  than  its  customers  has  meant 
that  UPS  service  has  been  as  Spartan  as 
Nelson's  office  suite.  UPS  will  cart  a 
package  nearly  anywhere  in  the  U.  S. 
for  as  little  as  $2.28.  But  don't  ask  the 
company  to  track  it.  And  don't  look  for 
volume  discounts. 

The  long  resistance  to  price  discount- 
ing has  alienated  plenty  of  large  clients. 
For  more  than  10  years,  says  Joseph  B. 
Margraf,  manager  of  transportation  at 
Du  Pont  Co.,  his  requests  for  a  volume 
discount  on  more  than  $60  million  of 
shipping  a  year  have  fallen  on  deaf  ears. 
Repeated  attempts  to  find  a  vice-presi- 
dent to  discuss  pricing  with  have  gotten 


AS  UPS  TAKES  ON  THE  WORtD 


.REVENUES  ARE  ROLLING  ALONG. 


Ik 


...BUT  PROriTS  HAVE  fALLEN  OFF 
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him  nowhere.  "It  takes  an  act  of  God," 
he  says.  "We've  given  up  on  them." 

Competitors  have  jumped  at  the 
chance  to  nibble  away  at  UPS's  business. 
On  the  ground.  Roadway  Package  Sys- 
tem Inc.,  a  division  of  Akron-based 
trucker  Roadway  Services  Inc.,  offers 
widespread  discounts  on  large-volume 
shipments  and  a  way  to  track  packages 
across  the  country.  Roadway  has  rough- 
ly a  5%  market  share,  which  is  expected 
to  double  by  1995,  says  analyst  Paul  R. 
Schlesinger,  of  Donaldson,  Lufkin  & 
Jenrette  Inc.  Says  Bram  B.  Johnson,  a 
Roadway  Package  vice-president:  "We 
saw  a  very  efficient  giant  who  had  lost 
touch  with  his  customer." 

As  for  Federal  Express,  not  only 
is  it  an  old  hand  at  price  wars,  but 
its  heavy  investment  in  advanced 
technology  also  has  given  it  a  long 
lead  in  tracking  packages.  More- 
over, with  its  $895  million  acquisi- 
tion of  Tiger  International  Inc.  in 
early  1989,  Federal  Express  made  a 
bold,  if  risky,  move  to  become  the 
courier  service  with  the  broadest 
worldwide  reach.  Integrating  Tiger 
stuck  Federal  with  $60  million  in 
international  losses  over  the  last 
year.  But  it  also  gave  the  Memphis- 
based  company  a  7%  international 
market  share.  Brussels-based  DHL 
Worldwide  Express,  which  UPS 
tried  to  buy  in  1987,  controls  with 
its  affiliates  a  lofty  45%  of  the  mar- 
ket outside  the  U.  S. 
THUMBPRINTS.  To  compete,  UPS  has 
spent  billions  on  planes,  small  for- 
eign companies,  and  computers.  On 
the  marketing  front,  it  is  discount- 
ing selectively  and  has  boosted  ad- 
vertising. The  ad  budget  has  shot 
up  from  about  $75,000  in  1981  to 
about  $18  million  now.  "We  needed 
to  convince  everybody  we  were  in 
the  air  business,"  says  marketing 
chief  Alden. 

But  UPS  has  a  long  way  to  go. 
The  huge  $1.4  billion  budget  for 
computerization  has  spawned  a 
system  aimed  at  tracking  a  pack- 
age from  door  to  door.  At  the  heart 
of  it  is  a  homegrown  invention 
called  the  "dense  code."  About  the 
size  of  a  postage  stamp,  it  uses 
swirls  similar  to  a  thumbprint  to 
hold  twice  the  information  of  a  nor- 
mal bar  code.  That  means  scanners 
in  the  field  as  well  as  on  conveyors 
can  read  information  on  origin,  des- 
tination, contents,  and  price — all 
without  referring  back  to  a  main- 
frame computer  at  headquarters. 

While  the  system  is  designed  to 
leapfrog  Federal's  in  terms  of  ca- 
pability and  quickness,  however,  it 
won't  be  put  to  full  use  for  three 
years.  For  one  thing,  "they've  got 
to  get  their  people  comfortable 
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with  the  technology,"  says  Federal  Ex- 
press Senior  Vice-President  Ron  J.  Pon- 
der. Then  there  are  the  thousands  of 
outsiders  brought  in  to  implement  the 
system.  They  have  to  get  used  to  UPS's 
quirks.  New  hires  are  told  bluntly  of 
rules  barring  coffee  at  desks  and 
beards.  And  they're  expected  to  join  the 
team  for  good.  Says  Francis  J.  Erbrick, 
vice-president  for  technology-  develop- 
ment: "I  don't  hire  anybody  I  don't  think 
will  retire  with  us." 

International  expansion  is  also  a 
strain.  In  1985,  UPS  operated  in  Canada 
and  a  handful  of  European  countries. 
Since  then,  it  has  lit  out  across  Europe 
and  the  Far  East,  adding  some  145  coun- 
tries in  the  past  18  months.  Its  foreign 
market  share  rose  from  2""^  in  1988  to 
around  6%  in  1989— but  the  $200  million 
in  international  losses  have  hurt. 

Nelson  predicts  that  foreign  opera- 
tions will  break  even  bv  1993.  But  com- 


petitors figure  that's 
wishful  thinking.  As 
Federal,  UPS,  DHL,  and 
local  companies  slug  it 
out  in  Europe,  for  in- 
stance, margins  have 
become  paper-thin.  Al- 
ready, UPS's  strategy 
of  moving  in  by  buy- 
ing small,  foreign  cou- 
riers has  proven  com- 
plicated. "You  can't 
impose  the  UPS  culture 
on  people  outside  the 
U.  S.  You  have  to  let 
them  assimilate  at 
their  own  pace,"  says  Donald  W.  Lay- 
den,  senior  vice-president.  Robert  S. 
Cline,  chairman  of  Airborne  Freight 
Corp.,  compares  the  foreign  market  to 
the  delivery  dogfight  in  the  U.  S.  10 
years  ago:  "It  will  be  very  painful  until 
the  industrv  consolidates,"  he  savs. 


NELSON:  NO  PRIMA  DONNAS,  PLEASE 


Pflli^ 


With  its  size 
clout,  however,  U 
has  lots  of  breathin 
room.  After  all,  whiL 
the  company  lost  a' 
most  twice  as  much  a 
Federal  Express  las! 
year  overseas,  Fede 
al's  losses  put  a  muc 
greater  strain  on  it 
resources.  It  didn 
help  that  Federal's  dc 
mestic  growth  slowe* 
unexpectedly  in  Apri 
a  development  tha 
knocked  10%  off  i 
stock  price  on  May  22.  UPS  moves  slowly 
observes  one  industry'  executive,  "bu 
when  it  moves,  it's  the  900-pound  gori 
la."  Federal  can  only  be  grateful  tha 
UPS  didn't  get  moving  sooner. 
By  Todd  Vogel  in  Greenuich,  Conn.,  mt 
Chuck  Hawkins  in  Atlanta  and  bureau  report 


HELIO,  I  MUST  BE  GOING:  ON  THE  ROAD  WITH  UPS 


It's  8:45  a.m.  on  a  crisp  morning  in 
Bethel,  Conn.  I'm  fidgeting  ner- 
vously in  a  stiff  browm  uniform, 
waiting  to  begin  my  day  as  a  UPS  man. 

Snippets  of  interviews  with  proudly 
efficient  company  executives  race 
through  my  mind:  Every  route  is  timed 
down  to  the  traffic  light.  Each  vehicle 
is  engineered  to  exacting  specifica- 
tions. And  the  drivers,  all  62,000  of 
them,  endure  a  daily  routine  calibrated 
down  to  the  minute. 

The  mind-numbing  efficiency  of  a 
United  Parcel  Service  route  driver  has 
become  a  hot  issue  in  contract  talks 
between  the  company  and  the  Team- 
sters. Some  union  members  claim 
they've  been  pushed  too  far  by 
UPS.  Others  take  solace  in  the  av- 
erage driver's  starting  salarj':  a 
hefty  $16  an  hour. 

My  driver,  perhaps  by  company 
design,  is  one  of  the  satisfied  ones. 
Richard  Kolwicz,  44,  is  a  UPS  ca- 
reer man.  Born  in  Bethel,  he  has 
spent  most  of  his  working  life  with 
the  company.  "I  left  for  about  sLx 
months  and  realized  I  made  a  mis- 
take," he  says.  "I  don't  think  I'll 
ever  leave." 

JUST  ONE  LOOK.  At  9  a.m.  sharp, 
our  truck  roll-.  We  pass  Richard's 
high  school  and  zip  by  his  boyhood 
home.  But  a.-  we  approach  our 
first  stop,  his  VPS  training  takes 
over.  He  shed:  is  seat  belt,  toots 
the  horn,  and  c  -  the  engine  as  he 
glides  to  a  st'"Hi.  In  one  seamless 
motion,  he  ya;  ;-s  up  the  emergen- 


cy brake  and  pushes  the  gearshift  into 
first — ready  for  takeoff  after  the  deliv- 
ery. 

Richard  slips  to  the  ground.  UPS  en- 
gineers have  beveled  the  edge  of  his 
seat  to  make  it  easy.  He  holds  his  clip- 
board under  his  right  arm  and  a  pack- 
age under  his  left.  His  keys,  teeth  up, 
are  on  the  middle  finger  of  his  right 
hand,  and  he  is  allowed  only  one  look 
at  the  package  to  fix  the  address  in  his 
mind.  Then  we  trot  to  the  house  at  the 
prescribed  three  feet  a  second.  "It's 
drilled  into  you,"  Richard  explains. 

As  the  day  wears  on,  we  run  in  and 
out  of  countless  places  such  as  Ja- 
nesky's  Auto  Parts  and  Ziggy's  Subs. 


The  routine  is  always  the  same:  Rich- 
ard barks  "UPS"  to  make  his  presence 
known.  We  do  the  paperwork  on  the 
way  back  to  the  truck,  where  his  left 
foot  always  hits  the  step  first. 

Many  union  members  say  this  rou 
tine  is  nearly  unbearable.  UPS  recently 
chastised  one  semi-truck  driver  for 
adding  7.8  minutes  to  his  day.  "It's  a 
mad  rush  to  optimize  everything," 
complains  Mark  Franks,  a  yard  worker 
in  North  Carolina.  Teamster  leaders 
aim  to  soften  the  rules  in  the  current 
contract,  which  expires  on  July  31.  UPS 
represents  'the  Teamsters'  single  big- 
gest bargaining  unit.  But  while  con- 
tract talks  are  more  heated  this  year 
because  of  an  upcoming  Teamsters' 
presidential  election,  few  are  betting 
on  a  strike — if  only  because  there's 
never  been  one  in  the  past. 
'BY  THE  WATCH.'  Richard  toes  the  com- 
pany line.  During  our  rounds  in  Bethel, 
he  explains,  we  will  make  145  stops  to 
deliver  246  packages  and  pick  up  70 
others.  Tack  just  30  seconds  onto  each 
stop,  he  says,  and  our  day  suddenly 
becomes  longer  by  an  hour  and  12  min- 
utes. Multiply  that  by  62,000  drivers, 
and  you  are  looking  at  a  huge  wage 
increase. 

But  Richard  admits  that  he  must 
work  to  turn  off  the  UPS  cadence  after 
hours.  The  same  goes  for  his  girl- 
friend, also  a  UPS  driver.  "Monday 
through  Friday,  I  live  by  the  watch," 
he  says.  Then  he  adds,  almost  defiant- 
ly: "Friday  night,  it  comes  off." 

By  Todd  Vogel  in  Bethel,  Conn. 
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INVESnNG  INTHE11IP500  COMPANIES  ONCE  TOOK 
ALOTOF  MONEY.  NOW  AU  IT  TAKES  IS  BRAINS. 

You  no  longer  have  to  be  a  huge  of  the  most  widely  used  benchmarks  of   don't  need  millions  of  dollars  to  invest 

nancial  institution  with  vast  resources  stock  market  performance.  It's  a  smart     in  the  Peoples  Index  Fund. 

I  invest  in  a  portfolio  of  the  Standard  &  place  for  your  money  to  be  because  the         All  it  takes  is  a  minimum  invest- 

Dor's  500.  S&P  500  Index  has  significantly  outper-    ment  of  $2,500.  And  the  intelligence  to 

That  opportunity,  once  available  formed  the  average  for  all  common  stock   recognize  an  excellent  opportunity, 

^ly  to  the  few,  is  now  available  to  the  mutual  funds  for  the  past  10  years.  For  more  complete  information,  ob- 

lany.  Thanks  to  the  Peoples  Index  Fund.         In  fact,  the  S&P  500  Index  has  risen    tain  a  free  prospectus  by  calling  1-800- 

This  fund  allows  the  average  per-  409.91  %  over  the  last  ten  years  T^k^^w  7^*0  ^^^"^^^^  2^^^- 

)n  to  invest  in  a  stock  portfolio  which  with  an  average  annual  return  .iyn!w  J^IUS  Please  read  the  prospectus 
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♦Source;  Lipper  Analytical  Services.  Inc^  For  10  year  period  ending  3/31/90,  average  performance  ot  all  funds  in  Lipper  Equity  Funds  category  w,,s  340.67%.  All 
ares  reflect  reinvestment  of  distributions.  Past  performance  of  the  Index  is  no  guarantee  of  future  performance  tor  the  Fund  Fund's  share  price  and  yield  tluctuate  and 
investment  return  will  reflect  applicable  expenses.  A  \%  redemption  fee  will  be  charged  .  The  continuance  of  the  fee  will  be  reviewed  in  tiic  future 
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Inspiration  can  arrive  at  any  moment,  but  it  rarely  strikes  in  the 
same  place  twice.  That's  why  at  Daewoo  we  encourage  our 
research  and  development  people  to  let  go,  take  risks,  and  play 
hunches.  Nurturing  the  creative  process  has  helped  Daewoo, 
in  just  over  20  years,  to  become  a  universal  name  in  fields  as 
diverse  as  trading  and  shipbuilding,  aeronautics  and  electronics, 
construction  and  telecommunications,  finance  and  heavy 
industry.  To  find  out  how  our  creative  solutions  can  solve  the 
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Daewoo  International  (America)  Cx)rp.  (212)  909-8200. 


The  Universal  Language  of  Quality. 


U£ 


e  Corporation 


STRATEGIES! 


WHY  LESLIE  FAY'S  DUDS 
AREN'T  DUDS  ANYMORE 


It  has  become  a  sawy  marketer  of  moderately  priced  fashions 


In  1987,  John  J.  Pomerantz  got  some 
bad  news.  Lazarus,  the  Cincinnati  de- 
partment store  and  a  longtime  cus- 
tomer, no  longer  wanted  to  sell  dresses 
made  by  his  Leslie  Fay  Cos.  When  Pom- 
erantz flew  to  Ohio  to  visit  Lazarus  ex- 
ecutives, they  told  him  Leslie  Fay's  $100 
dresses  were  too  drab  and  too  low-priced 
for  the  store's  upscale  image.  After  the 
meeting,  Leslie  Fay's  chief  executive 
went  down  to  the  sales  floor.  While  the 
designer  apparel  had  elaborate  displays, 
Leslie  Fay  dresses  were  jammed  onto 
steel  racks  with  only  the  sleeves  show- 
ing. "It  was  an  insult  to  the  customer," 
he  says. 

The  trip  to  Cincinnati  marked  the  be- 
ginning of  the  transformation  of  Leslie 
Fay  from  a  production-oriented  dress 
manufacturer  to  a  savvy,  consumer-driv- 
en marketer.  Following  the  lead  of  de- 
signers such  as  Calvin  Klein  and  Liz 
Claiborne,  Leslie  Fay  is  opening  bou- 
tiques within  department  stores.  It  is 
also  talking  directly  to  consumers 
through  advertising,  fashion  shows,  vid- 
eotapes, and  a  toll-free  telephone  num- 
ber. The  strategy  has  pushed  profits  up 
smartly  for  the  last  two  years,  despite 
turmoil  in  the  retailing  business  (chart). 
In  1989,  operating  income  rose  10.87',  to 
$63  million,  on  a  15.27'  increase  in  reve- 
nues, to  $786.3  million. 
OLD-FASHIONED.  Department  stores  had 
been  ignoring  the  woman  who  buys  $100 
dresses,  so  Pomerantz  decided  to  find 
out  more  about  her.  In  focus  groups,  he 
learned  that  Leslie  Fay  had  a  good  repu- 
tation for  quality  but  was  considered 
old-fashioned.  So  he  brought  in  new  tal- 
ent to  make  the  company's  dresses  more 
stylish.  Next,  he  had  to  make  sure  the 
new  line  got  maximum  exposure.  If  de- 
signers could  have  bou- 
tiques in  stores,  why 
not  Leslie  Fay?  Retail- 
ers were  skeptical,  how- 
ever. They  doubted  that 
$100  dresses  could  gen- 
erate the  volume  to  jus- 
tify V.  dedicated  selling 
area.  .' nd  they  were  re- 
lucUin;  '  )  pay  half  of 
the  $10,00.  ■  fixture  cost 
for  each  shop.  But  by 
the  end  of  198"  Pomer- 
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antz  had  persuaded  retailers  to  install 
Leslie  Fay  boutiques  in  about  500  stores. 

With  the  help  of  an  $8.5  million  ad 
campaign,  the  cash  registers  are  ringing 
in  the  boutiques.  The  shops  typically 
double  annual  retail  sales  of  Leslie  Fay 
dresses,  to  about  $400  a  square  foot. 
Pomerantz  has  "reshaped  the  company 


POMERANTZ'  BOUTIQUE  STRATEGY  PUSHED  PROFITS  UP  SMARTLY 
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from  a  Seventh  Avenue  dressmaker  to  a 
sophisticated  marketer  of  apparel,"  says 
Ferd  Lawson,  chief  executive  of  Freder- 
ick Atkins  Inc.,  a  nationwide  buying  or- 
ganization for  department  stores. 

The  retailing  industry's  woes  have  not 
left  Leslie  Fay  unscathed.  In  the  fourth 
quarter,  the  company  took  an  aftertax 
charge  of  6$  a  share  on  receivables  owed 
by  Allied/Federated  De- 
partment Stores,  which 
has  filed  for  bankrupt- 
cy. In  the  long  run,  the 
shakeout  among  retail- 
ers could  actually  bene- 
fit large  apparel  makers 
such  as  Leslie  Fay. 
"The  strong  are  getting 
stronger,  and  the  weak 
are  going  out  of  busi- 
ness," says  Robert  M. 
Raiff,  an  analyst  with 


C.  J.  Lawrence,  Morgan  Grenfell  In 
Leslie  Fay  is  getting  stronger  by  ta 
ping  its  powerful  brand  name.  La 
year,  it  folded  several  sportswear  labe 
and  replaced  them  with  the  Leslie  Ff 
name.  Pomerantz  is  also  licensing  tl 
label  for  use  on  coats,  shoes,  lingeri 
and  children's  wear.  His  aim  is  to  mal' 
Leslie  Fay  known  not  just  for  its  dressi 
but  for  a  broad  range  of  moderate 
priced  apparel.  But  one  rival,  Bernai 
Chaus,  chairman  of  the  women's  appar 
maker  that  bears  his  name,  believes  th; 
"the  jury  is  still  out"  on  the  effort 
widen  Leslie  Fay's  appeal. 
SMALL  FLOAT.  Pomerantz  could  win  b 
if  his  superbrand  strategy  pays  off.  In 
1984  leveraged  buyout,  Pomeran 
bought  1.8  million  shares  for  just  9(t 
share,  or  $162,000.  At  a  recent  price  ( 
14'/4,  his  stake 
worth  $26  millio 
That's  on  top  of  h 
$40  million  profit  i 
a  $1  million  inves 
ment  in  an  earlier  1 
veraged  buyout  ( 
the  company. 

The  first  buyou 
for  $58  million 
1982,  was  prompt* 
by  the  retirement  ' 
Pomerantz'  late  f 
ther,  Fred,  wl 
founded  the  comp 
ny  more  than  ^ 
years  ago.  In  198 
management  ai 
outside  investors  a 
ranged  a  secoi 
deal,  for  $168  m 
lion,  to  buy  out  i 
vestors  in  the  fir 
LBO.  In  mid-198 
Leslie  Fay  went  pu 
lie  again  at  $18 


share,  using  the  $90  million  in  procee( 
to  pay  down  debt. 

The  stock  hasn't  reached  that  lev 
since.  One  reason:  Until  recently,  ma 
agement  and  institutional  investors  he 
about  557  of  the  outstanding  shart 
leaving  a  relatively  small  float.  And  tl 
stock  price  was  also  depressed  in  anti' 
pation  of  the  sale  of  4,250,000  shares, 
227'  of  the  company,  by  Goldome,  tl 
Buffalo-based  thrift,  and  Merrill  Lym 
Interfunding  Inc.,  both  investors  in  tl 
second  LBO.  But  since  the  May  17  pricii 
of  that  block,  Leslie  Fay  stock  has  be( 
rising  steadily.  Says  New  York  invest 
Ira  J.  Hechler,  who  owns  3.87o  of  Les 
Fay's  stock:  "Once  the  overhang  w; 
gone,  the  stock  took  off."  For  Pomt 
antz,  that's  a  sign  that  Leslie  Fay  m; 
soon  be  as  fashionable  on  Wall  Street ; 
it  has  become  in  department  stores. 

By  Monica  Roman  in  New  Yo 


THE  CORPORA 


If  you're  not  sure 
which  notebook  PC  to  buy 
take  this  /k  simple  test. 
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First  pass  this 
sceentest. 


86  BUSI^ 


The  Toshiba  T1200XE  is  also  pretty 
handy  in  the  keyboard  department.  For 
example,  try  this  for  size. 

First,  type  youi'  name,  your  boss'  name, 
or  a  name  for  your  boss  on  the  Toshiba  key- 
board pictured  on  the  left. 

Now,  try  and  edit  your  name,  your 
boss'  name  or  whatever,  using  the  cursor 
and  function  keys.  Hopefully,  you'll  feel  a 
comfortable,  logical  familiarity  with  t'ne 
keyboard  spacing  and  layout.  Just  like  your 
everyday  desktop  PC. 

Compaq,  on  the  other  hand,  had  to  do 
a  bit  of  compromising.  A  number  of  keys 
(twenty-seven,  to  be  exact)  are  smaller  in 
width  so  they  might  feel  cramped. That 
means  it's  uncomfortable. 

\n  fact,  some  keys  are  hard  to  find, 
giving  new  meaning  to  the  temi  "hunt  and 
peck!'  Can  you  spell  frustrated? 

By  now,  you've  also  probably  noticed 
something  quite  different  in  the  lower 
right  hand  comer.  At  least  on  the  Compaq 
keyboard. The  cursor  keys  are  in  a 
different  layout  than  your  standard  invert- 
ed "T"  which  can  lead  to  unne 

cessary 

mistakes.  Like  this  one. 

Now  try  and  find  the  PgUp  key  on  the 
Compaq.  Once  you  finally  find  the  PgUp 
key,  you're  not  going  anywhere.  Yet. 
There's  more. 

You  still  have  to  find  the  Fn  key  in  the 
lower  left  hand  comer  to  initiate  the  PgUp 
key  Or  the  PgDn  key  And  the  Home  key 
And  the  End  key  Which  is  something  you 
unfortunately  would  have  to  get  used  to. 

Just  think.  It's  almost  like  going  to  a 
foreign  country  and  having  to  drive  on  the 
other  side  of  the  road.  See  what  happens 
when  you  compromise  and  make  your  key- 
board too  small? 

Now,  try  the  same  functions  with  the 
Toshiba.  Notice  the  keys?  They're  logically 
mranged.  So,  not  surprisingly,  thelbshiba 
isn't  only  a  cinch  to  use,  but  makes  editing 
a  piece  of  cake. 

Here's  another  Compaq  compromise; 
the  keyboard  isn't  only  smaller,  it's  flat. 

WhileToshiba's  keyboard  is  completely 
sculpted  with  full-stroke  keys  for  better  feel 
and  travel.  Pretty  neat,  huh? 

Our  point  is  simply  this;  in  some  cases, 
size  is  everything. 


Actual  size  and ; 


Congratulations,youVe  probably 
come  to  the  same  conclusion  that  8  out  of  1) 
business  professionals  have. 


TOSHIBA  T1200XE 

COMPAQ  LTE 

Froct'ssiir 

Clock  Spa  d/Switi  hublr 
Moth  Co  l'roa  ssor  Sorki  l 

HOC'JHIi 
12/6  MHz 
So 

H0C2S6 
12/S  MHz 
Yes 

Mill  RAM  (Sla)idiinl) 
Max  RAM 
Hard  Drirc 
Hard  Driir  Aarss 
Floppy  Driir 
Floppy  Capacity 

1MB 

5MB 

2()MB 

25ms 

(1)3.5" 

1.44MB 

640KB 

2.6MB 

20MB  40MB 

29ms.29ins 

(1)3.5" 

1.44MB 

Display  type 
Scrcc)!  Size 

Side  lit  LCD 
4.96". \  7.92" 

EL  Baeklit  LCD 

4"x.r 

Gniv  Scales 
Resolution 
Video  Tvpi 

2 

640. \- 4(10 
CCA 

640x200 
CGA 

Weifiht 
Heioht 
Width 
Depth 

7.9  Ihs.  1 

12.2" 
11" 

6. 7  lbs. 
1.9" 
11" 
K5" 

#  of  Slots 
Type  of  Slots 
Kevhoard 
Handle 
Flits 

1 

Dedicated  modi  in 

S2kevs 

Yes 

(l)SeriaL(l)  Farallel 

Ext.  Kevpad,  Ext.  Bus  Conn. 

RCB 

I 

Dedicated  modem 

SO  kevs 

.\'o 

(1)  Serial.  (1)  Farallel 
E.xt.  Ke\pad.  Ext.  Floppx' 
RGB 

Biiver  (Battery  Life) 
Recharge  Tune — Foteer  ( )tf 
Recliariic  Tune—Foiver  (hi 

Remorablc  liatfcn'  (l.5lirs)/AC 
:>  hrs 
S  hiy. 

Remorablc  Batten  (3..5lirs)/AC 
S  hrs. 
10  hrs. 

Bundled  Software 

.MS  I)OS4.0l.FCKwik  Util 
Hypertext  Doc 

Fassivord.  Disk  Cache  S/W 
MS  DOS  3.3  ($120  extra) 
MS  DOS  4.01  ($150  extra) 
FWRCON  (Foieer  Utility) 

Options.'' 
.Modem  IBI'S) 
Camilla;  CV/sc 
Other  Options 

2400 
Yes 

2MB  memoiy  Card 
Batteiy  Facks,  (Juiik  Charter 
E.xt.  Kevpad.  Auto  .\  da  pier 
E.xL  5'4"FDD.  Dockniii  Stat. 
MS  DOS  3.3 

2400 
Yes 

1-2MB  Menioiy  Curd 
Batteiy  Facks.  (Jun  k  Charger 
Fl.xt.  Kexpad.  .Auto  .Adapter 
p:.xf  tape  drive.  Ext.  FDD  5'a':3'/" 
OS/2  1.1 

Retail  Frice 

20MB -$3,999 

20MB-$4.499 

If  you  didn't  know  which  notebook  PC 
to  purchase  before  you  took  this  test,  we 
hope  you  do  now. 

If  you're  still  not  too  sure,  maybe  this 
might  help;  during  a  recent  test  conducted 
by  an  independent  research  company 
(the  test  was  appropriately  named  the 
"Toshiba  Challenge"  using  theTOOOXE  cind 
Compaq  LTE/286),  eight  out  of  ten  busi- 
ness professionals  preferred  Toshiba's 
bigger  screen  over  Compaq's. 

Eight  out  of  ten  business  professionals 


preferred  Toshiba's  bigger  keyboard  layout 
over  Compaq's. 

And  after  viewing  this  feature  chart, 
eight  out  of  ten  business  professionals  pre- 
fen-ed  the  Toshiba  over  Compaq.  .  „i 

There  is  one  thing  Compaq's  LTE/286 
has  that  is  bigger  than  the  ToshibaT1200XE.  fc 

But  that's  something  you'll  figure  out  f 
when  you  see  the  price  tag.  r  ' 

See  your  nearest  Toshiba  dealer  today 
and  take  the  challenge  for  yourself,  or  call 
1-800-457-7777.  The  call's  on  us. 


In  Touch  with  Tomorrow 

TOSHIBA 


developments  to  Watc 


TED  BY  ROBERT  BUDERI 


SAFER  WAY  TO  TRACK 
ORN-OUT  TRAIN  WHEELS 


Cracks  in  train 
wheels  are  a 
plague  for  railroads — 
they  pose  a  safety  haz- 
ard and  can  interrupt 
service.  Wheel  failures 
caused  134  accidents 
and  $27.5  million  in 
damage  over  the  past 
four  years,  according 
to  the  Federal  Railroad 
Administration.  But 
now,  National  Institute 
of  Standards  &  Tech- 
nology (NIST)  research- 
think  they  have  an  ultrasound  technique  that  can  cut  these 
ts  dramatically  by  detecting  bad  wheels  quickly, 
■low,  inspectors  examine  rust  patterns  on  wheels  for  signs 
tvear,  then  remove  suspicious  wheels  for  testing.  About  half 
n  out  to  be  safe,  wasting  time  and  labor.  The  NiST  instru- 
nt  is  placed  in  a  track  section  and  uses  an  electromagnetic 
ustic  transducer  to  find  cracks  by  sending  sound  waves 
ough  wheel  rims  as  the  train  passes  by.  Now  limited  to 
ins  moving  15  mph,  it  is  being  adapted  for  faster  speeds. 


^RGOT  TO  WATCH  CASABLAHCA  ? 
EIP  IS  ON  THE  WAY 


|uturists  have  long  dreamed  of  computer  programs  that 
scan  print  and  television  news  for  items  of  interest  to 
ividual  customers.  The  idea  was  to  present  the  results  in 
or-made  "newspapers"  on  a  TV  screen.  Now,  Vortex  Tech- 
ogy  in  Topanga,  Calif.,  is  offering  a  twist:  a  service  that 
cks  the  mind-boggling  maze  of  cable  and  local  TV  programs 
1  sends,  by  fax  or  personal  computer,  lists  of  the  shows  you 
fer  to  see. 

Called  Custom  Viewer,  the  service  costs  $15.95  per  month. 
Dscribers  fill  out  a  questionnaire  in  which  they  designate 
leral  and  specific  categories — such  as  movie  and  TV  show 
es,  types  of  sporting  events,  or  favorite  stars  and  direc- 
s — that  their  new  guide  will  track.  Each  week  they  receive 
)rintout  listing  the  date  and  time  of  the  airings.  So  far, 
stom  Viewer  covers  most  national  cable  programs  and  local 
ings  in  13  major  metropolitan  areas. 


BUTTON  TOUGH  ENOUGH 
m  SUPERMAN'S  SHIRT 


ike  most  of  us,  Joe  Coors  Jr.  has  had  his  problems  with 
ibroken  or  smashed  shirt  buttons — the  kind  that  always 
m  to  appear  when  you're  on  the  road  without  an  extra  shirt 
lund.  But  Coors  is  doing  more  about  it  than  just  sewing  on 
N  ones.  His  company,  Coors  Ceramics  Co.,  which  manufac- 
■ers  such  things  as  ceramic  automotive  seals,  has  developed 
leramic  button  that  could  be  on  shirts  by  Christmas. 
Vlade  of  a  proprietary  material,  the  new  button,  which  looks 
t  like  its  plastic  or  mother-of-pearl  counterpart,  is  virtually 
estructible.  It  has  survived  washing  machines  and  hot 
ns.  The  only  question  is  whether  it's  so  tough  that  the 
ving  needles  used  in  shirt  manufacturing  will  break  when 


they  come  in  contact  with  it.  Coors  Ceramics,  a  subsidiary  of 
brewer  Adolph  Coors  Co.,  hopes  to  be  turning  out  a  million 
buttons  a  day  within  a  year.  Because  they  cost  two  or  three 
cents  apiece — vs.  a  half-cent  for  their  plastic  counterparts — 
they  will  be  sold  primarily  to  upscale  shirtmakers.  At  least  at 
first,  the  buttons  will  only  be  available  in  white,  since  the 
1700F  temperature  needed  to  fire  the  ceramic  precludes  the 
use  of  color. 


SCIENTISTS  ARE  CLOSING  IN 
ON  A  CURE  FOR  LYME  DISEASE 


In  some  parts  of  the  country,  walking  bare-legged  in  the 
woods  has  become  the  outdoorsman's  equivalent  of  Russian 
roulette.  The  reason:  A  tiny,  corkscrew-shaped  organism  called 
Borelia  burgdorferi  can  be  transmitted  through  tick  bites  and 
cause  the  debilitating  illness  known  as  Lyme  disease.  Treated 
promptly,  Lyme  disease  usually  can  be  cured  with  antibiotics. 
However,  the  disease's  myriad  symptoms,  including  head- 
aches, rashes,  and  inflammation,  often  lure  physicians  into 
misdiagnoses.  Some  leave  the  disease  untreated,  which  can 
lead  to  arthritis  and  even  heart  and  neurological  disorders.  So 
far,  tests  have  failed  to  reliably  detect  the  disease  in  its  early 
stages. 

But  now,  scientists  at  the  University  of  California  at  Davis 
may  have  turned  the  tables  on  the  elusive  bug.  They  have 
isolated  a  gene  from  B.  burgdorferi'?,  chromosome  that  ap- 
pears to  produce  the  key  protein  that  triggers  the  body  to 
churn  out  antibodies  as  soon  as  it  is  infected.  That  should 
allow  researchers,  who  are  working  with  the  Dutch  company, 
Akzo,  to  develop  a  much  more  sensitive  diagnostic  test  that 
could  end  the  medical  guessing  game.  Eventually,  the  scien- 
tists say  their  work  might  even  lead  to  a  vaccine  to  eradicate 
Lyme  disease. 


HOW  TO  SPOT  BARGAINS 
FROM  BEHIND  THE  WHEEL 


Want  to  shop  for  a 
new  car  without  a 
salesman  following  your 
every  move?  Did  you 
spend  a  Saturday  relax- 
ing in  the  park  without 
even  knowing  you  could 
have  had  free  sailing  les- 
sons? Well,  next  time 
turn  on  your  radio.  Car 
dealers  and  park  offi- 
cials are  just  two  groups 
buying  short-distance 
transmitters  that  use 
empty  space  on  FM  radio 
bands.  With  these  "stations,"  businesses  air  information  about 
sales  or  events  that  might  otherwise  go  unnoticed. 

The  key  to  this  airwave  renaissance  is  a  six-pound  box 
offered  by  VOXX  Communications  Inc.  in  Boca  Raton,  Fla.  Its 
$1,695  price  includes  the  basic  unit,  antenna  installation,  FCC 
licensing,  and  tuning.  Messages  travel  only  300  feet,  but  road 
signs  tell  folks  how  to  tune  in  from  their  cars. 

So  far,  VOXX  has  installed  more  than  1,000  systems  in  the 
U.  S.  and  Canada.  Most  units  have  been  sold  to  car  dealers  and 
parks  and  recreation  areas.  But  VOXX  officials  envision  their 
systems  being  used  in  a  variety  of  other  ways — including 
entertaining  kids  at  drive-through  restaurants  or  helping 
house  hunters  get  the  scoop  on  homes  they  are  visiting. 
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ENVIRONMENT 


THE  TINIEST 
TOXIC  AVENGERS 


More  cleanup  companies  are  using  bacteria  that  gobble  up  wastes 


Of  the  1,100  miles  of  Alaskan 
shoreline  fouled  last  year  by  the 
Exxon  Valdez,  few  places  suf- 
fered more  than  Passage  Cove  on  Prince 
William  Sound's  Knight  Island.  Within 
days,  oil  seeped  nearly  two  feet  into  its 
gravel-and-sand  beaches.  Even  hot-water 
sprays  didn't  help  much.  By  mid-July, 
says  Robert  L.  Mastracchio,  Exxon 
Corp.'s  technical  manager  in  Alaska,  the 
shore  was  still  "black  and  gooey." 

That's  when  scientists  decided  to  in- 
cite the  natives — microorganisms  that 
live  in  soil  and  water.  They  sprayed  the 
beach  with  fertilizer,  hoping  that  adding 
nutrients  would  stimulate  the  naturally 
occurring  bacteria  to  feed  on  the  gunk. 
Three  weeks  later,  the  fertilized  areas 
were  nearly  clean  of  oil  for  a  foot  down, 
while  untreated  areas  wore  a  sticky 
coat.  And  researchers  found  that  the 
population  of  voracious  bugs  in  the  fer- 
tilized soil  had  increased  a  hundredfold. 
'THIS  WORKS.'  The  Valdez  cleanup,  while 
far  from  complete,  is  the  biggest  suc- 
cess yet  for  a  technique  called  bioreme- 
diation,  which  uses  nature's  tiniest  crea- 
tures to  clean  up  mankind's  biggest 
messes.  "We've  proven  that  this  works," 
says  scientist  John  A.  Glaser  of  the  En- 
vironmental Protection  Agency.  On  May 


2,  Alaskan  officials  gave  Exxon  approval 
to  fertilize  3.5  more  miles  of  spoiled 
shoreline  this  summer. 

Now,  more  than  three  dozen  cleanup 
companies  are  turning  to  organisms  that 
scarf  up  everything  from  diesel  oil  to 
highly  toxic  polychlorinated  biphenyls 
(PCBs)  and  heavy  metals,  which  were 
once  thought  to  be  impervious  to  decon- 
tamination. But  it  turns  out  that  "there 
are  bacteria  that  will  eat  anything,"  says 
Richard  C.  Cassin,  founder  of  San  Diego 
startup  Bioremediation  Inc. 

This  year,  the  market  for  bioremedia- 
tion products  and  services  is  only  about 
$30  million,  says  Concord  (N.  H.)  envi- 
ronmental consultant  William  T.  Lorenz. 
But  it  may  be  ready  to  bust  loose.  Some 
companies  are  netting  contracts  of  more 
than  $1  million,  far  higher  than  the 
$250,000  or  so  that  was  common  just  two 
years  ago.  Venture  capitalists  are  begin- 
ning to  fund  a  few  startups,  and  even 
traditional  waste-treaters  such  as  IT 
Corp.  are  using  more  bioremediation. 

The  trend  comes  just  in  time.  The  EP.A. 
estimates  that  conventional  cleanups  of 
some  1,200  U.  S.  Superfund  sites,  areas 
of  extreme  contamination,  would  cost 
$24  billion.  Some  methods,  such  as  incin- 
erating contaminated  soil,  can  run  up  to 


$1,000  per  ton — and  are  under  atttik 
from  both  regulators  and  the  public 
potentially  unsafe.  Bioremediation. 
contrast,  typically  costs  less  than  .$10( 
ton.  It  also  offers  a  big  advantage;  . 
stead  of  simply  relocating  the  problef 
bacteria  eliminate  it.  And  bioremediatJi 
may  be  safer:  It  has  been  used  in  was' 
water-treatment  plants — and  even  oi 
houses — for  half  a  century. 
EAT  AND  DIE.  To  obtain  the  right  clean:; 
bugs,  scientists  typically  take  soil  or  v 
ter  samples  from  a  toxic  site — Cas> 
has  even  scraped  oil  deposits  off  1 
driveway — and  grow  the  microorg;! 
isms  they  contain  in  a  lab.  Some  of  thi' 
bacteria  feed  on  the  carbon  atoms  th 
make  up  organic  chemicals,  usual 
breaking  the  chemicals  down  to  carb*. 
dioxide  and  water.  Researchers  can  thi 
breed  strains  that  depend  on  a  contaii 
nant  to  live  and  that  will  die  off  once  a 
food  source  is  gone.  That  way,  there 
little  risk  that  they'll  run  amok. 

The  quickest  way  to  treat  contamin;; 
ed  soil  is  to  excavate  it,  mix  it  up  wi 
water,  nutrients,  and  bacteria  on  a  pla 
tic  sheet,  and  pump  air  through  it. 
early  1989,  Groundwater  Technolo^ 
Inc.  in  Norwood,  Mass.,  used  this  met 
od  to  clean  up  an  oily  mess  at  a  Tex; 
oil-storage  facility  in  eight  weeks.  Co 
taminated  groundwater  is  usually  trea 
ed  in  a  "bioreactor" — a  tank  containiti 
specially  selected  bugs.  Randall  J.  v( 
Wedel,  president  of  Cytoculture  Intern 
tional  Inc.  in  Point  Richmond,  Calil 
hopes  his  company  can  shave  months  o 
a  two-year  project  by  pumping  bacteri. 
laden  water  back  into  ground  that  h; 
been  contaminated  with  diesel  fuel. 

For  all  the  recent  success,  bioremedi; 
tion  faces  huge  obstacles  before  it  1h 


BIOREMEDIATION: 
A  BARGAIN  FOR 
CLEANING  UP  SOIL 

$50-$  1  00  o, on 

BIOREMEDIATION 

$50-$  100  con 
CKtMICAL  STABILIZATION 

$200  a  ton 
THERMAL  DESORPTION 

$300-$400o,on 

INCINERATION  (ON-SITE) 

$l,000o,on 
StCINERATION  (OfF-SITE) 

DATA:  REMEDIATION  TECHNOLOGIES  INC. 
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'Terformance  shouldn't  be 
a  luxury  in  a  luxury  car'' 

Too  many  of  today's  luxury  cars  have  forsaken  performance 
for  the  more  obvious  appointments  of  luxury.  Thankfully,  this  is  not  the  case 
with  the  1990  Cressida.  For  Toyota  has  comhined  the  raw  power  ofCressida's 
six-cylinder,  190-hp  engine  and  the  handling  agility  of  race-derived  suspension  with  an 
interior  designed  to  put  you  and  your  passengers  in  the  lap  of  performance  luxury. 
All  of  which  gives  you  the  greatest  luxury  of  all— the  comfort  of  knowing  the 
1990  Toyota  Cressida  performs  as  well  as  it  looks  and  feels. 


''Toyota,  I  love  what  you  do  for  me!' 


social  Issues 


comes  the  preferred  pollution  treatment. 
It  usually  takes  longer  for  bacteria  to 
work  than  for  soil  to  be  hauled  away  or 
incinerated,  and  bugs  often  stop  munch- 
ing before  the  contaminant  is  gone.  One 
problem:  They  need  nutrients  and  oxy- 
gen. "You  can't  just  take  a  bag  of  bacte- 
ria and  throw  it  on  the  ground,"  says 
Roger  J.  Colley,  president  of  Envirogen 
Inc.,  a  Lawrenceville  (N.  J.)  startup. 

Now,  scientists  are  finding  anaerobic 
bacteria,  which  can  survive  without  oxy- 
gen. For  instance,  Woods  Hole  Oceano- 
graphic  Institution  in  Massachusetts  has 
discovered  anaerobic  bacteria  living  near 
warm  water  vents  6,000  feet  deep  in  the 
Gulf  of  California  that  can  degrade 
naphthalene,  a  stubborn  hydrocarbon. 
And  General  Electric  Go.  has  found  both 
anaerobic  and  oxygen-dependent  bugs 
that  could  help  clean  up  500,000  pounds 
of  PCBs  in  a  40-mile  stretch  of  the  Hud- 
son River  in  upstate  New  York. 
HELPFUL  FUNGUS.  Another  limitation  for 
today's  tiny  toxic  avengers:  Bugs  usual- 
ly attack  only  one  contaminant.  So  they 
may  be  useless  in  some  of  the  worst 
waste  sites,  which  contain  many  differ- 
ent toxins.  One  idea  is  to  use  genetically 
engineered  organisms  for  these.  Enviro- 
gen is  exploring  the  insertion  of  several 
remediation  genes  into  Escherichia  coli 
bacteria,  perhaps  the  most  common 
around.  But  regulators  must  approve 
the  use  of  any  genetically  engineered 
organisms.  The  Electric  Power  Research 
Institute,  looking  to  clean  up  power- 
plant  waste,  hopes  to  avoid  that  by  ad- 
justing environmental  factors,  such  as 
nutrients  and  oxygen,  to  get  organisms 
to  exchange  genetic  material  naturally. 

The  search  is  also  on  for  bioremedia- 
tion  bugs  to  tackle  even  tougher  prob- 
lems. Bacteria  found  at  the  Energy 
Dept.'s  Hanford  Reservation  nuclear  fa- 
cility in  Washington  State  keep  radioac- 
tive materials  such  as  cesium  and  urani- 
um attached  to  rocks  and  soil — and  out 
of  groundwater.  And  researchers  at  the 
University  of  California  at  Riverside 
have  found  a  fungus  that  detoxifies  sele- 
nium, a  metal  that  causes  birth  defects 
in  migrating  birds  in  California's  Central 
Valley.  Last  month,  a  University  of  Illi- 
nois professor  even  described  a  bacteria- 
produced  detergent  that  could  be 
sprayed  on  beaches  before  a  spill  ar- 
rives, to  prevent  oil  from  sticking. 

Some  environmentalists  still  have  res- 
ervations: In  Alaska,  they  fear  that  fer- 
tilizers used  to  stimulate  bugs  may  harm 
wildlife.  They  also  worry  that  business 
may  simply  see  bioremediation  as  a  way 
to  avoid  more  thorough  cleanups.  But  GE 
scientist  Daniel  A.  Abramowicz  dis- 
agrees: His  studies  show  that  natural 
bacteria  are  already  slowly  eating  some 
PCBs  in  the  Hudson  river.  The  challenge 
now  is  to  help  them  along. 

By  Robert  D.  Hof  in  San  Francisco 
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TEACHERS  AT  SAN  ANTONIO'S  EDGEWOOD  HIGH  DIG  INTO  THEIR  POCKETS  TO  PAY  FOR  SUPPLII. 


THE  MONEY  QUESTIONS 
THAT  HAVE  SCHOOLS  STUMPED 


Is  equal  spending  one  cure  for  the  woes  of  U.S.  education? 


A" 


nything  you  can  imagine,  I 
need,"  says  James  Vasquez,  su- 
iperintendent  of  the  Edgewood 
independent  school  district  in  San  Anto- 
nio. In  this  low-income,  largely  Hispanic 
district,  teachers  often  dig  into  their  own 
pockets  to  pay  for  basic  supplies.  Many 
classrooms  are  not  air-conditioned,  and 
temperatures  can  soar  above  lOOF  in  the 
Texas  heat.  High  school  students  share 
a  few  10-year-old  computers. 

Vasquez  says  such  conditions  reflect 
the  best  he  can  do  on  an  annual  budget 
of  $3,150  per  student,  which  covers  free 
lunches  for  92/^  of  Edgewood's  students 
plus  teachers,  books,  and  maintenance. 
In  contrast,  upper-middle-class  Clear 
Lake  High  near  Houston  has  two  librar- 
ies and  science  lab  areas,  three  gymnasi- 
ums, a  pool,  and  dozens  of  new  comput- 
ers. Clear  Lake's  district  tax  base  will 
generate  $4,100  per  student  this  year — 
and  locals  recently  passed  a  $22  million 
bond  issue  to  build  new  school  facilities. 


Last  year,  the  Texas  Supreme  Coi' 
ordered  the  state  legislature  to  h< 
even  out  such  imbalances.  But  Govern 
William  P.  Clements  Jr.  has  twice  reje 
ed  a  proposed  sales  tax  increase  to  rai? 
$555  million  for  the  schools.  And  Tex- 
is  but  one  example.  Around  the  nati( 
hard  questions — how  to  pay  for  pub; 
schools,  how  much  to  spend,  and  how  ) 
spend  fairly — are  being  raised.  But  t; 
drive  for  spending  equality  is  hittiipc 
potholes  of  opposition:  foes  of  high 
taxes  and  those  who  resent  dumpii 
more  money  into  the  schools  at  a  tir 
when  school  quality  and  manageme  \i.t 
are  under  sharp  attack. 

As  in  Texas,  Kentucky  and  Monta; 
courts  have  ruled  recently  against  fur 
ing  systems  in  which  schools  rely  hea: 
ly  on  local  property  taxes.  Similar  su: 
are  pending  in  a  dozen  other  states, 
deed,  funding  disparities  among  schc 
districts  are  near-universal. 

The  Edgewood  schools  first  sued  f 
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ilization  22  years  ago,  in  a  case  that 
t  to  the  U.  S.  Supreme  Court  in  1973. 
ough  the  court  ruled  that  spending 
;rences  do  not  violate  the  equal  pro- 
on  clause  of  the  U.  S.  Constitution, 
jft  open  the  possibility  that  they 
it  defy  state  constitutions.  A  num- 
of  state  courts  have  since  over- 
ed  existing  funding  plans.  Since  the 
B,  the  share  of  education  spending 
led  by  local  property  taxes  has 
)ed  to  about  40%  in  most  states, 
e  state  funding  has  crept  to  50%  or 
er.  Federal  spending,  mainly  on  pro- 
ns  for  children  with  special  needs, 
unts  for  less  than  10%. 
lese  averages,  however,  mask  a  cra- 
uilt  of  state  spending  formulas.  Ha- 
's  school  system  spent  $4,500  on  ev- 
pupil  last  year,  paid  for  solely  by 
;  and  income  taxes.  Other  states 
•antee  minimum  budgets  by  district 
)er  student,  over  and  above  what 
lerty  taxes  are  able  to  raise.  Some 
1  the  gaps  by  pooling  local  property 
IS  while  others  do  so  with  various 
r  taxes,  lotteries,  and  spending  caps. 
RY  VOTERS.  But  many  of  these  fund- 
arrangements  have  become  inade- 
;e  over  time,  as  enrollments,  commu- 
needs,  and  resources  have  changed, 
lol  districts  in  inner  cities  and  the 
1  belt  have  seen  their  property-tax 
s  shrivel.  In  many  states,  competing 
Is  are  shrinking  the  dollars  available 
schools.  In  New  Jersey,  where  re- 
state funding  cuts  have  increased 
i  tax  burdens,  voters  angrily  rejected 
iosed  school  budget  hikes  in  April, 
nwhile,  tax  windfalls  from  corporate 
nations  and  giant  shopping  centers 
!  made  some  suburban  districts  diz- 
gly  wealthy. 

look  at  California  shows  just  how 
y  a  funding  formula  can  become.  In 
,  California  began  equalizing  school 
iding  by  increasing  state  funds  to 
e  school  districts  while  holding  oth- 
;onstant  over  time.  But  officials  say 

state  allocations  haven't  kept  pace 

rising  costs  in  poor  districts  where 
school  population  has  grown  rapidly, 
ow,  the  funding 
ite  is  being  waged 

new  context:  the 
ol  reform  move- 
t.  Since  the  early 
B,  the  goal  of  im- 
ing  education  has 
n  precedence  over 

of  equalizing  re- 
:"ces.  But  pay 
es  for  teachers. 
Her  class  sizes, 
jher  graduation 
dards,  and  other 
mt  reform  ef- 
s — along  with  a 

growth  in  school 
;ets — have  failed 


ISSUES 


to  improve  achievement  or  lower  drop- 
out rates.  U.  S.  students  still  perform 
worse  than  those  in  other  industrial 
countries,  despite  one  of  the  highest  lev- 
els of  national  education  spending. 

Now,  many  experts  are  declaring  that 
only  total  restructuring  will  fix  the 
schools.  "No  matter  how  much  money 
we  distribute,  even  on  an  absolutely  eq- 
uitable basis,  unless  we  fundamentally 
change  the  way  we  educate  our  children, 
it  doesn't  really  matter,"  noted  Ameri- 
can Federation  of  Teachers  President  Al- 
bert Shanker  in  a  recent  speech. 

Still,  more  money,  carefully  spent, 
probably  could  make  a  difference  to 
some  poor  schools.  Edgewood  can  afford 
to  pay  its  teachers  a  starting  salary  of 


IN  CLEAR  LAKE,  TEX.,  AMPLE  FUNDS  GO  FOR  NEW  COMPUTERS 


THE  FUNDING  GAP 


Per-pupil  expenditures  for  school  dis- 
tricts with  over  100  pupils,  1986-87* 
High  districts    Low  districts 

CALIFORNIA 

$5,343 

$3,172 

CONNECTICUT 

6,129 

3,756 

ILLINOIS 

4,266 

2,116 

KENTUCKY 

3,212 

1,909 

MONTANA" 

5,871 

2,522 

NEW  JERSEY 

6,719 

3,619 

NEW  YORK 

10,349 

3,936 

TEXAS 

5,243 

1,848 

*  Average  10  highest  and  lowest  for  eoch  state 
**Elementary  only 
DATA:  CONGRESSIONAL  RESEARCH  SERVICE; 
aNSUS  BUREAU 


only  $18,500,  which  trails  wealthier  Tex- 
as districts  by  as  much  as  $7,000  and 
contributes  to  an  annual  teacher  turn- 
over of  20%. 

Troubled  schools  may  need  more  than 
their  equal  share  of  funds.  To  "equalize 
educational  outcomes,"  says  University 
of  Colorado  education  finance  expert  C. 
Kent  McGuire,  "a  good  school-finance 
system  would  have  a  way  to  measure 
differences  in  need  as  well  as  ability  to 
pay."  Increasingly,  states  have  attempt- 
ed to  do  this. 

But  doubts  have  arisen  about  the  edu- 
cation establishment's  competence  to 
spend  intelligently.  There's  growing  re- 
sistance to  spending  more  on  large 
school  bureaucracies, 
for  instance,  or  on 
bad  teachers  who  are 
often  difficult  to  fire. 

Moreover,  added 
spending  in  a  school 
doesn't  guarantee  im- 
proved performance. 
Reviewing  dozens  of 
studies  done  over  20 
years,  Eric  Hanushek 
of  the  University  of 
Rochester  has  con- 
cluded in  a  controver- 
sial report  that  nei- 
ther smaller  classes, 
better  facilities,  high- 
er teacher  pay,  nor 


more  teacher  training  consistently  yield- 
ed educational  gains.  In  his  recent  study 
of  New  Jersey  schools,  Herbert  J.  Wal- 
berg,  a  professor  of  education  at  the 
University  of  Illinois  at  Chicago,  found 
that  students'  backgrounds  accounted 
for  most  of  the  achievement  differen- 
tials from  one  district  to  another.  Class 
differences  are  seen  in  the  degree  of 
parental  involvement  and  expectations, 
which  have  a  clear  impact,  he  says. 
LESS  IS  MORE.  Hudson  Institute  re- 
searcher Lewis  J.  Perelman  argues  that 
many  rich  schools  could  spend  less  and 
get  more.  He  suggests  that  better  use  of 
technology  can  slash  the  cost  of  educa- 
tion by  making  it  more  efficient.  For 
instance,  two  small  classes  in  rural  dis- 
tricts 100  miles  apart  could 
share  a  calculus  teacher, 
using  two-way  videos. 

The  problem,  as  Perel- 
man notes,  is  that  equaliza- 
tion usually  means  raising 
the  budgets  of  poor  dis- 
tricts to  those  of  the  high- 
est, without  reference  to 
whether  wealthy  districts 
are  more  efficient.  "No  one 
wants  to  give  anything 
up,"  he  says. 

There  is  a  constructive 
way  out:  Overhaul  the  edu- 
cational system  itself  so 
that  voters  won't  feel  their 
money  is  being  squandered.  Kentucky 
took  this  route  last  year,  when  the  state 
supreme  court  ordered  the  legislature  to 
equalize  school  funding  and  also  to  rein- 
vent the  schools.  Kentucky's  General 
Assembly  rose  to  the  challenge,  enacting 
a  sweeping  school  reform  law. 

The  law  raises  average  school  spend- 
ing to  about  $3,000  per  pupil.  To  help  the 
poorer  districts,  it  hikes  state  corporate 
income  and  sales  taxes  by  1%,  mandates 
local  taxation  levels,  and  eliminates  Ken- 
tucky's state  income  tax  deduction  for 
federal  taxes  paid.  It  offers  bonuses  to 
districts  that  markedly  improve  perfor- 
mance. And  it  slashes  bureaucracy:  All 
500  jobs  at  the  state  education  depart- 
ment will  be  reviewed,  district  hiring 
power  will  be  curtailed,  and  local  schools 
will  control  curriculum. 

A  new  education  commissioner  can 
take  over  schools  that  fail  to  perform. 
"There's  no  question  that  without  ade- 
quate money,  [educating  children]  can't 
be  done.  But  it  takes  a  heck  of  a  lot 
more  than  money,"  says  former  Ken- 
tucky Governor  Bert  T.  Combs,  now  a 
lawyer  who  brought  the  school  financing 
case.  In  the  end,  what  citizens  are  will- 
ing to  spend  on  the  schools  will  depend 
on  the  quality  of  those  institutions. 

By  Peter  Hong  in  Washington,  mth  Ma- 
ria Mallory  in  Cleveland,  Mark  Ivey  in 
Houston,  and  Elizabeth  Ehrlich  in  New 
York 
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PHARMACEUTICALS! 


FOR  ROGAINE, 
NO  MIRACLE  CURE 


The  drug's  limitations  have  hurt,  but  big  ad  outlays  are  helping 


I 


RHONDA  DAVIS  APPLIES  ROGAINE:  UPJOHN  WANTS  MORE  WOMEN  CUSTOMERS 


In  the  pharmaceuticals  industry, 
where  products  often  fail  to  live  up 
to  their  potential.  Upjohn's  Rogaine 
stands  out  as  a  major  disappointment. 
Before  it  was  inu-oduced,  Wall  Street 
analysts  figured  Rogaine"s  ability-  to  re- 
verse some  forms  of  baldness  would  rap- 
idly produce  S500  million  in  annual  sales. 
All  that  was  needed  was  for  a  fraction 
of  the  countiy's  30  million  balding  men 
to  pony  up  the  S700  it  costs  annually  for 
treatment. 

But  since  its  1986  launch.  Rogaine  has 
proved  to  have  some  considerable  draw- 
backs, and  it  has  turned  in  only  an  aver- 
age performance.  Rogaine  works  best 
for  men  whose  hair  is  just  starting  to 
thin.  Even  then,  only  one  out  of  five 
pates  responds  to  the  liquid's  application 
by  gi'owing  thick  new  sti-ands.  Other 
heads  sprout  baby-like  hair  or  nothing  at 
all.  And  even  if  the  drug  takes.  tA\-ice- 
daily  applications  must  be  continued  for 
life  to  hold  baldness  at  bay.  "It's  hard  to 
use  something  twice  a  day.  come  hell  or 
high  water."  concedes  Lawrence  C. 
Hoff,  Upjohn  Co.'s  former  president, 
who  retired  in  December. 

Now.  however,  Rogame  is  showing  a 
,£rc%\  ih  spurt.  In  the  first  quarter,  Ro- 
gaine sales  hit  S32  million  worldwide — 


up  35^"^  from  the  same 
period  in  1989.  A  aO^r  in- 
crease is  projected  for 
the  whole  year,  to  S175 
million,  with  60^f  of 
sales  in  the  U.  S.  The 
jump  isn't  because  of 
any  technical  improve 
ments  in  Rogaine.  In- 
stead, a  sharpened  marketing  focus  and 
hea\y  ad  spending  appear  to  be  pacing 
off.  Just  as  important,  the  Kalamazoo 
(Mich.)  company  has  learned  how  to  deal 
with  the  tight  guidelines  set  by  the  Food 
&  Drag  Administration. 

For  Upjohn,  winning  over  the  FDA  has 
been  as  cracial  as  creating  demand  for 
Rogaine.  The  agency  prefei*s  that  pre- 
scription di"ugs  be  marketed  to  physi- 
cians. So  when  a  company  tries  to  mar- 
ket a  prescription  drag  such  as  Rogaine 
directly  to  users,  the  fda  wants  to  make 
sure  the  dragmaker  isn't  making  exti-av- 
agant  claims  or  encouraging  lajTnen  to 
act  as  their  own  doctoi's.  The  agency 
even  frowns  on  naming  a  product  in  con- 
sumer ads. 

To  avoid  a  regulaton"  crackdown.  Up- 
john has  proceeded  gingerly.  Its  first 
Rogaine  tele\ision  ads  showed  a  thin- 
haired  man  walking-  do\™  the  beach.  Ro- 
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gaine's  name  never  came  up:  A  vc;. 
simply  urged  men  to  ask  their  doctf 
about  a  new  hair-growth  treatment. 

Bit  by  bit,  though,  Upjohn  has  \/ 
the  FD.\'s  approval  for  more  direct  ;  - 
Last  May,  the  company  aired  a  T\'  cc 
mercial  featuring  a  dermatologist  ti. 
ing  in  general  teiTns  about  baldn 
treatments  and  suggesting  \'iewers  l. 
toll-free,  for  more  information.  Ae; 
Rogaine  wasn't  mentioned.  By  A  _ 
FDA  officials  agreed  to  let  the  co:;.; 
ran  print  ads  naming  the  drag,  provi? 
Upjohn  include  details  on  its  effic; 
and  such  possible  complications  as 
rashes.  The  company  began  ranning 
ads  in  large-circulation  magazines 
papers,  and  even  offered  coupons  g 
for  SIO  off  on  the  first  consultation 
a  doctor  about  Rogaine. 
ALMOST  NORMAL.  This  Februan,', 
FDA  approval,  Upjohn  started  to  test 
three  cities,  15-second  spots  that  fin 
name  Rogaine  and  give  an  "800"  t- 
phone  number.  The  ad's  language  cs 
describe  Rogaine's  properties.  But 
john's  combined  efforts  in  TV  and  p: 
have  managed  to  generate  250,000  ca 
Upjohn  has  supported  Rogaine  w 
S50  million  in  annual  advertising  b 
gets  for  1989  and  19t 
Now,  the  company 
seeking  the  FDA's 
proval  to  market 
gaine  to  the  20  mill: 
women  in  the  U.  S.  w 
thinning  hair.  A  f' 
dermatologists,  such  I 
Dr.  Ronald  C.  Savin  | 
Yale  University,  h£ 
been  prescribing 
gaine  to  women  for  sj 
eral  years.  "You  alml 
give  thiem  normal  had 
says  Sa\in.  (Physici? 
can  legally  prescribe  drags  for  uses 
approved  by  the  FDA.)  And  women  se| 
less  bothered  by  the  daily  applicatioj 
"It's  less  of  a  task  than  putting  mous 
in,"  says  Rhonda  Da\-is.  35.  an  insurar 
executive  in  Connecticut  who  has  be 
using  Rogaine  since  1986. 

Analyst  Ronald  M.  Xordmann 
PaineWebber  Inc.  figures  that  if  Upjo 
is  allowed  to  market  dii-ectly  to  wom< 
total  Rogaine  sales  could  hit  S250  milli 
a  year  by  1991.  But  it's  still  unclt 
whether  Upjohn  will  be  able  to  keep 
customers  using  Rogaine  for  life.  I 
proving  Rogaine's  efficacy  might  hi  -"^^ 
consumei*s  stick  with  it.  and  Upjoh] 
scientists  ai-e  working  on  that.  For  no 
though.  Upjohn's  growth  strategy-  1 
Rogaine  depends  on  apphing  good  o 
fashioned  mass-marketing  techniques 
this  unusual  prescription  drag. 

By  David  Woodruff  in  Detr 

MARKE 


Imagine  what  a  Canon  Color  Laser  Copier 
could  do  with  a  pie  chart. 


The  Canon  Color  Laser  Copier  200 
auld  do  a  lot  for  your  business.  And 
)igital  Image  Processing  is  the  reason. 

It  reproduces  graphics,  slides  and 
hotos  with  clarity  comparable  to 
rofessional  printing.  As  well  as  letting 
ou  digitally  reduce  by  50%,  enlarge  up 
3  400%  or  edit  instantly 


And  with  automatic  feeding  and 
sorting  functions,  as  well  as  a  quick 
20  black-and-white  copies  per  minute, 
its  one  color  copier  that's  all  business. 

To  find  out  more,  make  it  your 
business  to  call  1-800-OK-CANON, 
or  write  us  at  Canon  USA  Inc. 
RO.  Box  3900,  Peoria,  IL  61614. 


1989  "Manufacturer  of  the  Year" 


Come  see  rhe  Canon 


Canon nnn 

COLOR  LASER  COPIER  iCUU 

The  Digital  DifFerence. 


SOFTWARE: 
IT'S  A  NEW  GAME 

COMPUTER  NETWORKS  DEMAND  NEW  PRODUCTS  AND  A  NEW  SERVICE  MENTALIT 


Not  long  ago,  Jim  P. 
Manzi  had  a  vision.  The 
38-year-old  chairman  of 
Lotus  Development 
Corp.  pictured  millions 
of  personal  computers 
all  hooked  together  on  networks  and  all 
of  them  chugging  away  on  spread- 
sheets, data  bases,  and  other  packages 
sold  by  Lotus.  In  April,  his  dream 
seemed  close  to  coming  true.  By  merg- 
ing with  Novell  Inc.,  the  overwhelming 
leader  in  PC  networking  software,  Lotus 
would  instantly  emerge  as  the  most  im- 


portant player  in  networking — and  in 
the  next  era  of  computing. 

On  May  19,  that  illusion  was  shat- 
tered. At  the  last  minute,  Novell's  direc- 
tors sandbagged  the  deal,  fearing  that 
Novell  would  emerge  as  the  junior  part- 
ner in  the  combined  company  (page  108  ). 
Officials  at  Lotus  and  Novell  say  that 
the  companies  will  continue  to  work  to- 
gether on  joint  product  development  and 
marketing  projects,  but  a  merger  is  now 
extremely  unlikely.  To  make  a  bad  week 
worse,  rival  Microsoft  Corp.  on  May  22 
introduced  its  long-awaited  Windows  3.0 


graphics  program  to  great  fanfare  a 
enjoyed  a  3-day,  6%-point  rise  in 
shares  (page  110 ). 

Manzi's  scheme  to  take  a  shortcut  ir) 
networked  computing  may  be  deraik. 
but  he  hasn't  given  up  on  his  visi< 
Indeed,  what  he  calls  "the  Lotus  way"- 
really  the  way  the  entire  software  indi- 
try  is  headed.  From  microcomputer  so- 
ware  giants  Lotus  and  Microsoft  ) 
mainframe  software  companies  such  i 
Computer  Associates  International  In| 
software  makers  are  changing  the  wl 
they  do  business  because  computer  nd 


A  SOFTWARE  SUCCESS  STORY  FOR  THE  '90s:  SELlf 


Time  w  invest  in  a  network 

Globoid  IriK-rnational,  a  financial-services 
conglomerate,  has  spent  millions  of  dollars 
on  personal  computers,  communications 
gear,  and  software.  But  even  in  its  headquar- 
ters, workers  can't  communicate  over  the 
PCs  or  share  information  with  each  other. 
It's  time,  Globoid  decides,  to  link  all  that 
technology  together  on  a  computer  network. 
Globoid  tells  some  of  its  suppliers  of  its  in- 
lentions,  and  the  competition  begins 


A  SUPPLIER  IS  SELECTED 

Software  makers,  consultants,  network  in- 
stallers, and  systems-integration  companies 
make  their  pitches.  Globoid  tells  them  it 
wants  a  system  that  lets  analysts  and  sales- 
people communicate  via  computer  and  also 
works  with  the  software  packages  they  al- 
ready use  on  their  PCs.  Proposals  pour  in, 
and  the  field  is  narrowed.  Globoid  finally 
chooses  AcmeNet,  a  software  maker  with 
networking  expertise 


Subcontractors  are  enlisted 

For  products  and  services  that  it  can 
by  itself,  AcmeNet  approaches  subcciun 
tors.  After  evaluating  Globoid's  hard^ 
needs,  for  example,  AcmeNet  detem 
that  it  will  have  to  install  powerful  pe 
computers  called  file  servers  that  will  f ,,; 
the  new  networks.  AcmeNet  calls  Bij 
Computer  Corp.  and  several  other  ha 
makers  and  asks  them  for  their  best  i 
on  the  required  gear 
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<s  are  dramatically  changing  the 
their  customers  handle  informa- 

The  old  way,  using  a  main- 
le  to  control  the  work  of  thou- 
is  of  terminals,  didn't  give 
ddual  workers  tools  to  do  their 

And  PCs,  which  put  massive 
puting  power  on  the  desks  of  or- 
ry  workers,  have  not  been  very 
it  at  letting  individuals  share  in- 
lation  or  work  collaboratively. 
TFORMS.'  What's  needed  is  a  hybrid, 
that's  networking.  On  PC  networks, 
cers  retain  the  autonomy  of  a  PC  but 
ifit  from  sharing  information — from 
desktop  computer  to  another  and 
1  desktops  to  other  types  of  comput- 
on  the  network,  even  mainframes, 
ing  the  basic  connections  among  all 
e  machines  is  fairly  straightforward, 
opportunity  Lotus  and  its  rivals  are 
ing  to  exploit  is  in  creating  network- 
software.  It's  not  enough  to  let  the 
Duters — and  the  people  who  use 
1 — exchange  messages.  To  be  a  sub- 
tial  improvement  over  older  comput- 
y^stems,  the  networks  must  increase 
uctivity  in  the  organization  by  help- 
individuals  work  together. 


Manzi:  A 

back-to-the- 
future  move 
toward 
consulting 
and  service 


Packaged  software,  the  mass-pro- 
duced programs  that  have  made  busi- 
ness software  a  $4.35  billion  market,  is 
simply  not  up  to  the  job.  For  one  thing, 
no  canned  program  can  anticipate  all  the 
combinations  of  hardware  and  software 
a  network  will  have  to  accommodate. 
Customers  have  sunk  millions  of  dollars 
into  programs  and  data  bases  that  run 
on  their  IBM  mainframes,  Digital  Equip- 
ment minicomputers,  or  Apollo  worksta- 
tions. The  new  networks  will  have  to  be 
able  to  grab  the  information  from  what- 
ever systems  a  company  already  has. 

More  important,  customers  are  find- 
ing that  to  get  the  most  out  of  their 
networks  they  need  programs  that  are 
geared  specifically  to  their  businesses. 


They  may  base  their  systems  on  ge- 
neric packages  such  as  spreadsheets 
or  data-base  programs,  but  such  ba- 
sic software  must  be  customized.  So, 
Lotus  has  developed  versions  of  1-2-3 
that  run  on  everything  from  PCs  and 
workstations  to  mainframes.  The 
base  program  will  be  the  "platform" 
on  which  custom  software  will  be 
built.  "The  network  is  the  target," 
says  Franklin  H.  Moss,  the  vice-pres- 
ident who  heads  Lotus'  efforts  in  this 
area. 

The  software  companies  whose  pack- 
ages become  the  basis  for  these  new 
applications  will  gain  a  strategic  edge  in 
the  networking  era.  But  it  will  be  an 
expensive  proposition.  To  push  his  com- 
pany into  the  networking-applications 
business  from  the  packaged  software 
market,  where  it  enjoys  a  lush  81% 
gross  margin,  Manzi  may  have  to  live 
with  margins  that  are  just  half  that.  In 
network  setups,  Lotus  won't  be  able  to 
simply  spit  out  thousands  of  shrink- 
wrapped  packages  of  1-2-3  to  an  eager 
mass  market.  Instead,  the  company  will 
be  forced  to  hire  highly  paid  specialists 
who  will  spend  weeks  and  months  lav- 


RPLETE  SYSTEM— WITH  PLENTY  OF  SERVICE 


[S  GET  THEIR  TWO  CENTS  IN 

\cmeNet  programmers  arrives  at 
interview  a  wide  range  of  Globoid 
i.  They  study  work  routines  and 
v  new  technology  could  help.  A 
iger  says  she  needs  to  be  able  to 
lation  on  clients  in  dilferent  ways. 
Zip  Code  or  by  the  revenue  they 
3r  Globoid.  A  salesperson  says  he 
sep  records  of  clients  by  their  hob- 
can  organize  outings  for  them 


A  CUSTOM  SYSTEM  BEGINS  TO  TAKE  SHAPE 

AcmeNet  technicians  start  puUing  together 
all  the  components  for  the  project.  Program- 
mers customize  packages  to  fit  Globoid's 
routines.  They  write  software  that  tracks 
sales  to  clients  worldwide  and  reminds  sales- 
people when  to  call  prospects  who  are  inter- 
ested in  particular  products  such  as  a  new 
short-term  CD.  It  even  develops  an  electron- 
ic training  program  to  help  new  employees 
learn  the  system  faster 


The  shakedown  cruise 

Employees  in  a  few  departments  are  trained 
to  use  the  system.  After  a  few  weeks,  they 
submit  critiques,  which  AcmeNet  uses  to 
write  final  fixes.  One  example:  Financial  ana- 
lysts want  charts  and  graphs  in  reports,  so 
graphics  software  is  added  to  the  word-pro- 
cessing package.  Slowly,  other  Globoid 
workers  join  the  network.  Every  step  of  the 
way,  AcmeNet  employees  are  there  to  hold 
the  hands  of  nervous  Globoid  officials 
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ishing  attention  on  just  a  few  hundred 
customers.  "We've  got  to  go  into  a  com- 
pany and  say,  'Here's  our  way,  and 
here's  how  we're  going  to  get  there  with 
you,' "  Manzi  says. 

That  requires  a  radical  change  in  the 
way  software  makers  market  and  dis- 
tribute products.  Suddenly,  the  hottest 
buzzwords  in  the  business  are  "service" 
and  "consulting."  Instead  of 
filling  store  shelves  with  boxes, 
software  makers  are  reaching 
out  to  form  "partnerships"  with 
customers.  They're  sending 
teams  of  programmers  to  write 
customized  applications  and,  if 
customers  want,  to  help  tie  dif- 
ferent programs  together,  or 
even  help  string  the  wires  for  a 
network.  "Our  customers  say, 
'If  I  make  this  strategic  invest- 
ment, who  do  I  look  to  to  guide 
me  through  this  technological 
Land  of  Oz?'  "  says  Peter  R. 
Tierney,  senior  vice-president  at 
Oracle  Corp.,  a  leading  maker 
of  data-base  software. 
DAILY  GRAND.  Indeed,  Oracle 
this  spring  switched  gears  from 
its  growth-at-any-cost  strategy 
to  focus  more  on  consulting.  Al- 
ready a  $100  million  business 
for  Oracle,  consulting  services 
are  seen  as  a  way  for  the  devel- 
oper to  make  sure  that  compa- 
nies select  its  data-base  pro- 
grams as  the  basis  of  their 
networked  applications. 

Tierney  thinks  more  of  his 
sales  will  resemble  his  deal  with 
ITT  Hartford  Insurance  Group. 
Oracle  sold  Hartford  data-base 
software  for  a  network  of  30 
Digital  Equipment  Corp.  mini- 
computers. 'Then,  Oracle  per- 
sonnel trained  the  company's 
systems  analysts  to  write  cus- 
tom programs  to  administer 
claims  processing  and  do  other  insur- 
ance jobs.  Hartford  executives  winced  at 
the  steep  cost  of  consulting — typically 
$1,000  a  day.  But  the  expertise  "helped 
reduce  the  learning  curve,"  promising 
bigger  savings  in  the  long  run,  accord- 
ing to  Hartford  Assistant  Vice-President 
James  Mackintosh. 

Lotus'  most  ambitious  whack  at  the 
new  market  is  Notes,  a  "groupware" 
program  that  runs  on  PCs  and  lets  work- 
ers on  the  network  communicate  more 
effectively.  Instead  of  a  finished  pack- 
Hge,  Notes  customers  who  pay  $62,500 

c  a  programming  system,  200  copies 
of  Notes  for  individual  PCs,  five  days  of 
consisting  from  Lotus  technici;uis,  and 
.-:ix  i^^onths  of  free  telephone  support. 
Tl\e  rt^sult:  an  application  that  is  tailored 
;)a reticular  business  (page  105). 


Other  software  developers  are  taking 
a  similar  tack.  Sybase  Inc.,  another  sell- 
er of  data-base  programs,  in  January 
bought  a  service  firm  with  80  consul- 
tants. Sybase  President  Mark  B.  Hoff- 
man says  he  had  little  choice:  Customers 
were  demanding  so  much  support  that 
the  people  who  were  supposed  to  be 
helping  line  up  new  prospects  were  tied 


ORACLE'S  TIERNEY:  A  GUIDE  FOR  A  "TECHNOLOGICAL  LAND  OF  OZ< 


up  helping  existing  customers.  Comput- 
er Associates,  the  billion-dollar  main- 
frame software  maker,  says  that  its  cus- 
tomers are  also  demanding  more 
consulting  assistance,  and  American 
Management  Systems  Inc.,  a  mainframe- 
software  company  that  is  quickly  con- 
verting to  networking,  says  it  doesn't 
sell  a  single  program  without  selling 
consulting  to  go  with  it. 

And,  although  Microsoft  emphasizes 
that  its  main  thrust  continues  to  be 
pushing  new  technology,  it  has  also  im- 
proved its  service.  The  company  has 
signed  some  3,000  contracts  with  cus- 
tomers who  want  the  software  maker  to 
help  customize  applications  programs  or 
build  networks.  Microsoft  also  recently 
hired  a  former  Ernst  &  Young  executive 
to  beef  up  the  consulting  business.  He's 


in  the  process  of  hiring  300  people  woid- 
wide  who  can  do  the  job. 

Customers  say  that  they  rely  on  v 
consulting  and  programming  skills  oi  . 
software  companies  to  install  their  ig'**^ 
networks.  Take  United  Parcel  Ser: 
Inc.  in  Greenwich,  Conn.  The  comp;' 
will  have  spent  $1.4  billion  by  1991. 
overhaul  its  corporate  information 
tem  (page  80),  a  massive  efl 
that  includes  moving  as  m; 
software  programs  as  possik 
from  minicomputers  to  PC 
works.  The  goal:  to  keep  clo 
tabs  on  the  thousands  of 
eels  that  UPS  ships  each  w^ 
and  to  link  its  PCs  to  its  mm-  i 
frames.  For  programming,  cja-  j 
suiting,  and  training,  it  turfld  - 
to   Novell.   "There's   a  \g  ii 
change  going  on  in  our  corpcja-  'J 
tion,"  says  Marc  Dodge,  VY^^s 
network    support   managjr.  y 
"We're  rethinking  most  of  or  ■ 
applications."  j  " 

HAND-HOLDING  TIIME.  So  is  Ea>Tl 

Corp.,  the  .$4  billion  Clevelai- 
based  maker  of  automot  < 
parts  and  electronics.  Eaton  1 
been  a  Lotus  customer  sincei 
2-3  was  first  released  in  195. 
These  days,  it's  also  buyig 
consulting  services  from  Lot?, 
which  has  helped  Eaton  au)- 
mate  plants  in  Kings  Mountai. 
N.  C,  and  Shawnee,  Okla.  f 
the  expertise  is  from  the  sa:f- 
company  that  supplies  our  S( 
ware,  then  so  be  it,"  says  Ro 
ert  L.  Martin,  Eaton's  mana^r 
of  executive-support  systems 
Ironically,  the  move  to  C(i 
suiting  is  something  of  a  bar 
to-the-future  strategy.  Thii; 
years  ago,  when  computt 
were  young,  IBM  and  its  riv; 
gave  away  software  to  si 
their  machines.  To  make  suri 
that  the  new  electronic  brains  woid 
really  work  for  those  early  custome 
teams  of  programmers  were  dispatch  Me 
to  develop  custom  software.  Then,  s; 
tems  engineers  took  up  residence  a 
made  sure  that  the  machines  kept  woi 
ing.  In  the  1980s,  when  PCs  moved  ir 
corporations  and  no  single  compul 
maker  would  claim  responsibility  for  t 
resulting  mishmash  of  technology, 
new  support  system  sprang  up.  Call 
systems  integrators,  these  compani 
helped  clients  buy  all  sorts  of  softwa 
and  computers  and  then  kept  them  ri 
ning.  But  in  the  new  networking  ei 
systems  integrators — whose  experti 
usually  lies  in  large  computers — arei 
doing  the  job,  software  makers  say. 

Now,  the  software  companies  figu 
that  it's  their  turn  to  hold  the  custome) 


•'<C»<i  •  .  -'NESS  Vi/EEK/JUNE4,  1990 


SPECIAL  REF 


i.  After  all,  they  are  the  ones  devel- 
g  the  stuff  that  will  make  the  new 
vorks  really  work.  "We  should  be 
ng  one  dollar  of  consulting  for  every 
ir  of  software,"  says  David  Friend, 
rman  of  tiny  Pilot  Executive  Soft- 
e  in  Boston.  "There  is  a  tremendous 
unt  of  money  being  left  on  the  ta- 
'  Indeed,  new  network-applications 
ware  is  "where  all  the  action  is,  and 
re  it's  going  to  be  for  the  next  10 
•s,"  says  Patricia  B.  Seybold,  presi- 
;  of  Office  Computing  Group,  a  Bos- 
consulting  firm.  Seybold  estimates 
for  each  dollar  a  company  spends 
standard  packaged  software,  it 


spends  $5  on  consulting,  systems  inte- 
gration, and  custom  programming. 

Besides,  the  packaged  software  busi- 
ness isn't  what  it  used  to  be.  Growth  in 
the  PC  software  market  has  slowed  to 
15%,  down  from  40%  just  two  years  ago. 
That  makes  new  sources  of  revenue  at- 
tractive. So,  even  though  consulting  and 
systems  integration  are  people-intensive 
businesses  with  far  higher  costs  of 
sales,  they  are  a  natural  extension  for 
many  software  makers.  Typically,  con- 
sulting firms  have  gross  margins  of 
about  40%  or  less.  Systems  integrator 
Electronic  Data  Systems  had  1989  gross 
margins  of  24%,  a  third  of  what  Lotus 


and  Microsoft  make  on  packaged  soft- 
ware (chart,  page  106). 

There's  also  strategic  advantage  in  ce- 
menting consulting  relationships  with 
customers — advantages  that  will  some- 
day offset  any  earnings  pressure  now. 
That's  a  big  reason  Manzi  wanted  the 
merger  with  Novell  so  badly.  Novell 
brought  with  it  Netware,  which  has  65% 
of  the  market  for  network  operating 
systems,  the  programs  that  perform  ba- 
sic network  functions.  Novell's  service- 
oriented  Netware  dealers  would  be  the 
ideal  vehicle  for  promoting  Lotus'  net- 
work packages. 

More  important,  as  owner  of  Netware, 


HOW  lOTUS  WOVE  A  WEB  THAT  WOH  OVER  MANNY  HANNY 


Back  in  early  1987, 
Manufacturers  Hano- 
ver Trust  Co.  decided 
it  was  time  to  move 
into  the  1990s.  Its 
goal:  to  automate  its 
rporate  Banking  Sector  so  client 
:a  could  be  stored  somewhere  other 
in  in  an  account  representative's  file 
)inets — or  worse,  in  the  rep's  memo- 
The  hardware  was  easy.  Manny 
,nny  bought  local  area  networks, 
iverful  personal  computers  to  run 
im,  and  new  PCs  for 
rkers. 

rhe  tough  part  was 
'tware.  Manny  Hanny 
d  plenty  of  spread- 
jets  and  word  process- 
l  programs.  But  it 
aldn't  find  adequate 
tworking  software— 
)grams  that  could  be 
lored  to  the  bank's 
siness,  help  workers 
ire  data,  and  tap  into 
;  bank's  mainframes, 
rhen,  in  1988,  Lotus 
velopment  Corp.  called, 
tus  was  eager  to  get  its 
>t  in  the  door  because 
i  department  used  Ex- 
the  spreadsheet  of  ri- 


pigeonholing  it.  Officially,  it's  "group- 
ware" — software  that  allows  workers 
on  networks  to  share  information  and 
communicate  electronically.  It  also  in- 
cludes electronic  address  books  and 
calendars,  such  as  the  ones  so-called 
utility  programs  have.  But  Notes's 
most  important  feature  is  its  program- 
mability:  The  customer — with  some  as- 
sistance from  Lotus — can  use  prepack- 
aged bits  of  Notes  code  to  create  any 
number  of  custom  applications. 
At  Manny  Hanny,  Notes  has  become 


SHARING  "GROUPWARE":  MHT  WILL  GIVE  "NOTES"  TO  2,000  WORKERS 


1  Microsoft  Corp.,  instead  of  Lotus  1- 
.  So  the  software  maker  showed  up 
th  the  prototype  of  a  new  software 
:kage  called  Notes. 
:kler.  The  bank  liked  what  it  saw, 
d  it's  getting  ready  to  give  Notes  to 
many  as  2,000  employees  in  the  or- 
nization.  "When  we  show  Notes  to 
r  people,  they  tell  us  this  is  exactly 
lat  they've  been  looking  for,"  says 
tricia  Sziklai,  a  vice-president  in 
[T's  Geoserve  Div. 

Showing  off  Notes  is  easier  than  tell- 
f  workers  about  it,  adds  Sziklai. 
en  computer  mavens  have  trouble 


a  sales  tool.  It  organizes  customer 
data,  automatically  tracking  client  con- 
tacts and  giving  salespeople  and  ac- 
count managers  information  for  ana- 
lyzing markets  and  preparing  pitches. 
The  information  is  organized  into 
screen-size,  multicolored  "forms"  that 
run  as  long  as  eight  pages.  The  forms 
provide  details  on  what  services  a  cli- 
ent is  using,  related  financial  data,  the 
appropriate  marketing  strategy,  and 
personal  information  about  key  con- 
tacts. The  system  also  has  a  "tickler 
function"  that  automatically  reminds 
sales  reps  when  it's  time  to  make  a 


follow-up  call.  And  Notes  has  simpli- 
fied the  process  of  retrieving  informa- 
tion from  Manny  Hanny's  mainframes, 
a  task  that  used  to  take  two  days. 

With  Notes,  a  Manny  Hanny  manag- 
er in  New  York  who  wants  to  increase 
sales  in  Tulsa  might  search  Notes 
"forms"  for  prospective  clients  in  the 
area  and  then  organize  a  sales  strate- 
gy to  target  them,  using  the  Notes 
data. 

TESTING,  TESTING.  Over  the  past  two 
years,  Lotus  programmers  have  spent 
weeks  with  Manny 
Hanny's  people,  helping 
to  define  the  bank's  re- 
quirements and  gathering 
feedback  for  Lotus'  devel- 
opment work.  Later,  the 
two  organizations  ex- 
changed ideas  via  elec- 
tronic mail  and  phone.  In- 
side MHT,  groups  of  pilot 
users  in  three  locations 
tested  Notes. 

Not  only  did  the  bank's 
input  help  shape  the  final 
version  of  Notes,  but  it 
also  served  as  Lotus' 
model  for  how  to  sell  soft- 
ware in  the  era  of 
networked  computers. 
Now,  the  developer  has 
hired  a  team  of  about  24  people — most- 
ly those  with  experience  selling  mini- 
computers and  mainframes — to  special- 
ize in  selling  Notes.  Each  sales  rep 
works  with  a  systems  engineer  to  help 
customize  the  program  for  each  client. 

One  of  the  few  things  Notes  can't 
help  Manny  Hanny  do,  says  Richard  R. 
Luciano,  MKT's  vice-president  for  infor- 
mation management,  is  overcome  the 
human  factor — getting  salespeople  to 
put  their  data  into  the  program  and 
actually  use  it.  After  all,  even  the  best 
network  can't  tap  into  human  memory. 
By  Deidre  A.  Depke  in  New  York 
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Lotus  would  have  been 
in  position  to  determine 
the  technical  standards 
for  networking — the 
way  its  archrival,  Micro- 
soft, has  done  with  MS- 
DOS,  the  operating  sys- 
tem that  controls  stand- 
alone PCs.  And  Lotus 
would  have  been  able  to 
create  applications  that 
took  best  advantage  of 
Netware.  Now,  Micro- 
soft has  the  networking 
advantage.  Its  LAN 
Manager  network  oper- 
ating system  lags  badly 
behind  Netware,  but 
Microsoft  can  market  it 
as  part  of  a  family  of 
products.  That  may 
prove  an  important  sell- 
ing point  for  customers 
who  are  confused  by 
the  complexity  of 
networking. 

Despite  the  high  cost 
of  providing  services 
such  as  consulting,  Wall  Street  analysts 
welcome  the  move.  In  addition  to  giving 
strong  strategic  advantages,  says  David 
G.  Bayer  of  Montgomery  Securities, 
"consulting  can  create  demand  for  sales 
of  existing  products."  Of  course,  that 
could  backfire:  Customers  may  reason- 
ably wonder  whether  a  software  devel- 
oper's evaluation  is  really  objective  or 
just  a  way  to  disguise  a  sales  pitch. 
Even  the  developers  acknowledge  that 
this  is  a  risk.  "It's  like  asking  a  house 
painter  to  come  out  and  judge  whether 
or  not  you  need  your  house  painted," 
says  Sanjay  Kumar,  Computer  Asso- 
ciate's senior  vice-president  of  planning. 
SCARCE  TALENT.  The  developers  also 
face  plenty  of  well-heeled  competition. 
The  consulting  arms  of  Big  Six  account- 
ing firms  such  as  Ernst  &  Young  and 
KPMG  Peat  Marwick  are  all  looking  at 
the  same  opportunity  in  networking. 
And  the  two  billion-dollar  players  in  sys- 
tems integration,  Anderson  Consulting 
and  General  Motors'  EDS,  have  launched 
full-scale  publicity  campaigns  extolling 
their  expertise  in  networks.  These  sys- 
tems integrators  typically  bring  a  broad- 
er understanding  of  technological  issues 
to  the  party  and  tend  to  focus  on  the 
strategic  needs  of  clients  and  industries. 
Some  integrators  specialize  in  construc- 
tion industry  applications,  others  in  fi- 
nancial services.  It  will  take  years  of 
consulting  for  the  software  makers  to 
accumulate  such  industry-specific  exper- 
tise. Even  then,  systems  integrators 
oay  have  an  edge  because  they  don't 

'sh  a  particular  brand  of  software, 
'he  software  companies  also  face  lo- 


MORE  SERVICE,  SMALLER  MARGINS 

To  take  advantage  of  the  hot  market  for  computer  networks,  traditional  software 
makers  such  as  Lotus  and  Microsoft  will  have  to  provide  a  lot  more  services  such 
as  consulting  and  custom  programming.  That  could  mean  skimpier  margins, 
judging  from  results  at  service-oriented  firms  such  as  Oracle  and  EDS. 


LOTUS  DEVELOPMENT 

Packaged  Software 


ELEGRONIC  DATA  SYSTEMS 

Systems  Integration/Consulting 


1989  REVENUES 
$5.5  BILLION 


GROSS  MARGIN  81% 


MICROSOFT 

Packaged  Software 


ORACLE  SYSTEMS 

Data-base  software/Consulting 
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gistical  hurdles.  The  biggest  is  a  scarcity 
of  qualified  consulting  talent.  Consul- 
tants must  not  only  be  capable  technolo- 
gists but  must  act  as  software  social 
workers — able  to  keep  customers  calm 
during  the  upheaval  of  switching  to  a 
network.  To  cope,  Manzi  says,  Lotus  will 
add  consultants  a  bit  at  a  time.  In  the 
next  six  months,  Lotus  will  hire  just  20 
specialized  consultants.  Eventually, 
Moss  says,  consulting  could  be  one-third 
of  Lotus'  business. 

When  software  makers  can't  buy  the 
right  expertise  they  are  aligning  with  it. 
The  American  subsidiary  of  German 
mainframe-software  developer  sap  says 


GATES:  "CUSTOMERS 
KNOW  WHAT 
THEY  WANT 


it  will  get  help  in  te 
networking  arena  frci 
traditional  consultarte 
such  as  Anderson  C( 
suiting.  SAP  Ameri.: 
has  already  signed  - 
with  three  such  firi 
and  plans  to  team  ^ 
with  two  more. 

Microsoft    is  al; 
seeking  alliances  b 
cause  Chairman  Willii 
H.  Gates  III  says  ci 
tomers  don't  alwa 
want  their  softwa: 
suppliers   as  const 
tants.  "Customers  km 
what  they  want," 
says.  "They're  not  ji; 
little  children,  cryin 
'Come,  help!'"  Still,  |M| 
networks  proliferatT, 
says  outgoing  Microsc 
President  Jon  A.  Sh 
ley,  "we're  starting 
move  into  a  differe 
world.  We'll  have  to 
fer  a  blend  of  service 
some  of  which  are  going  to  have  to  co 
something.  While  Lotus  is  emphasizu 
support  after  the  sale,  Microsoft  al 
wants  to  consult  before  customers  ma^ 
purchase  decisions.  "Demand  creatioi 
is  the  goal,  says  Shirley. 
ICING?  All  this  consulting  represents 
cultural  change  for  software  make 
that  could  prove  tough  to  manage.  Coi 
panies  such  as  Lotus  are  used  to  chur 
ing  out  products  by  the  thousands,  th 
dashing  them  off  to  dealers  who  coi 
pete  largely  on  price.  "If  you've  bu 
your  company  around  the  fast  break,  it 
very  hard  to  switch  to  a  half-court 
fense,"  observes  William  H.  Gallaghe 
chief  operating  officer  of  Atlantic  Da 
Services  Inc.,  which  provides  custo 
software  to  financial  institutions. 

And  what  happens  to  the  software 
self?  Some  industry-watchers  worry  th 
as  software  companies  focus  more 
service,  they'll  pay  less  attention  to  bee 
ing  up  the  underlying  products.  That 
why  No.  1  word-processing  softwai  jf"? 
maker  WordPerfect  Corp.  rejects  co  vCl 
suiting.  "We  intend  to  solve  problems  1: 
making  a  better  product,"  says  W.  ] 
Peterson,  WordPerfect's  executive  vie 
president.  Microsoft's  Gates  seconc 
that  emotion.  Consulting  and  other  se  km 
vices  are  simply  the  icing  on  the  cake,  h  fcaii 
says.  "I'm  not  going  to  deliver  the  cah  i^u 
without  the  icing.  There  will  be  lots  ( 
icing,  more  all  the  time.  But  let's  kee 
selling  the  cake."  After  all,  there  is  sue 
a  thing  as  a  deal  that's  too  sweet 
By  Keith  H.  Hammonds  in  Cambridge,  mi 
Deidre  A.  Depke  in  New  York,  Richard  Bram 
in  San  Francisco,  and  bureau  reports 
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The  promise  of  AD/Cycle  has  just  arrived 
three  years  ahead  of  schedule. 


Wliy  wait?  Software  AG's  integrated 
1  environment  puts  the  promise  of 
ycle  to  work  for  you  now.  While 
ing  compatibility  with  emerging 
ycle  technologies  in  the  future. 
Based  on  NATURAL,  the  world- 
development  technology,  Software 
jASE  environment  provides  a  mod- 
)uilding-block  approach  to  CASE 
mentation.  So  you  can  design,  build 
laintain  a  variety  of  applications- 
ling  knowledge-based  systems-at 
)wn  pace.  With  the  database  you 
low.  No  matter  if  if  s  DB2,  VSAM, 


IMS,  DL/1 ,  SQL/DS  or  ADABAS  on  an  IBM 
platform.  Or  RMS,  Rdb  or  ADABAS  on 
Digital's  VAX. 

The  Software  AG  CASE  environ- 
ment covers  all  aspects  of  the  applica- 
tion's life  cycle-with  analysis  and  design 
tools,  code  generation  capabilities,  reposi- 
tory-based management  and  integrated 
testing  functions.  AH  designed  to  work 
together  Now.  The  resulting  applications 
are  available  through  a  consistent,  easy- 
to-leam  interface-with  friendly  features 
like  active  help,  pull-down  menus,  win- 
dows and  color  graphics-that  gives  end 


users  the  information  they  want,  the  way 
they  want  it. 

The  integrated  CASE  envirorunent 
from  Software  AG.  Because  tomorrow's 
promises  can't  solve  your  problems  today 
For  more  information,  call  1-800-843-9534. 
(In  Virginia,  caU  703-860-5050;  in  Canada, 
caU  519-622-0889.) 


Your  success  is  how 
we  measure  ours. 


It  1990,  Softw-are  AG  NATURAL  ts  a  trademari':  <  .1  S-  'fo.'^'div  AG  'VAX.  RMS  and  Rdb  are  trademarks  of  Digjtal  Equipment  Corporatioa 
a  registered  tmdemark  of  Softw-are  AG    IBM,  DB2,  IMS,  \'SAM,  SQL/DS  are  trademarics  of  the  International  Business  Madunes  CorporaDoa 


lOTUS  ISN'T  WASTING  TIME 
WEEPING  AT  THE  ALTAR 


Its  Novell  deal  died — but  profits  are  up  and  new  products  are  ready 


A  year  ago,  the  sudden 
collapse  of  the  $1.5  bil- 
lion merger  between 
Lotus  Development 
Corp.  and  Novell  Inc. 
would  have  sent  Lotus 
into  a  tailspin.  Then,  its  most  important 
new  software  was  still  stuck  in  develop- 
ment. Earnings  were  drooping,  the  stock 
was  depressed,  and  resumes  were  flying 
off  employee's  computer  printers.  But 
that  was  before  Lotus  engineered  its  re- 
bound. Now,  new  products  sail  out  the 
door  almost  weekly.  Profits  are  up 
sharply,  and  employees  are  talking 
about  "a  spiritual  rebirth." 

Of  course,  the  disintegration  of  the 
Novell  deal  still  hurts.  Instead  of  creat- 
ing the  world's  largest  personal-comput- 
er software  company,  with  the  power 
and  resources  to  lead  the  way  in  the 
networking  era,  Lotus  and  Novell  will 
both  have  to  struggle  to  keep  up. 

It  will  take  years  for  Lotus  Develop- 
ment Corp.  to  build  a  distribution  organi- 
zation to  match  Novell's  1,500  service- 
oriented  dealers.  And  Lotus  will  have  to 
look  elsewhere  for  expertise  in  network- 
ing technology  or  develop  it  in-house. 
Likewise,  Novell  loses  access  to  Lotus' 
base  of  5  million  spreadsheet  custom- 
ers— the  most  valuable  client  list  in  the 
computer  business.  "We  would  have  had 
a  set  of  products  and  people  that  could 
have  enlarged  the  market,"  says  Ray- 
mond J.  Noorda,  Novell's  chairman.  "A 
lot  of  us  are  disappointed." 
NARROWER  ROLE.  The  failure  once  again 
leaves  Lotus'  arch-enemy,  Microsoft 
Corp.,  the  leader  in  personal-computer 
software.  For  now,  Lotus  is  "back  to  a  1- 
2-3  company,"  lacking  its  rival's  size  and 
product  breadth,  says  Christopher  Mor- 
tenson,  an  analyst  at  Alex.  Brown  & 
Sons  Inc.  Unlike  Lotus,  which  sells  only 
applications  programs  such  as  spread- 
sheets, Microsoft  sells  operating  sys- 
tems— the  programs  that  run  PCs — and 
applications.  With  Novell,  Lotus  would 
have  had  Netware,  the  operating  system 
that  runs  65%  of  PC  networks. 

That  promise  lured  the  two  companies 
into  secret  talks  in  mid-March.  They 
quickly  agreed  that  a  merger  could  help 
oth.  But  Noorda  apparently  misread  his 
vn  board.  At  the  11th  hour,  his  direc- 
demanded  an  additional  seat  on  the 


board  of  the  combined  company  to 
match  the  four  Lotus  would  have  had. 
Lotus  balked,  and  the  deal  was  scuttled. 
But  participants  in  the  negotiations  say 
that  other,  more  important  issues,  were 
really  behind  the  rift. 

Those  problems  can  be  traced  to  the 
very  earliest  negotiations,  when  Noorda 
first  approached  Lotus.  Noorda's  origi- 
nal idea  was  to  recruit  Lotus  Senior 
Vice-President  W.  Frank  King  III,  a  17- 
year  IBM  veteran  who  has  been  credited 
with  navigating  Lotus'  turnaround. 
Noorda,  65,  wanted  a  seasoned  manager 
such  as  King  on  his  executive  team  as  a 
possible  successor.  Unable  to  pry  him 
from  Lotus,  Noorda  started  talking  to 
King  about  a  merger.  "Ray  desperately 
wanted  to  do  this  deal,"  says  Lawrence 
G.  Graev,  a  Lotus  director  who  was 
deeply  involved  in  the  negotiations. 

Certainly,  Noorda  seemed  eager  to 
please.  At  first  he  demanded  just  one 
seat  on  the  combined  board — for  him- 
self. Later,  he  asked  for  more,  both 
sides  say.  By  Mar.  31,  he  and  Lotus 
Chairman  Jim  P.  Manzi  had  agreed  on 
most  details,  including  a  stock  swap. 

The  problem  was,  Noorda  hadn't  told 
anyone  about  the  talks.  Except  for 
Larry  W.  Sonsini,  a  Novell  director  who 
is  also  its  outside  legal  counsel,  Novell 
board  members  didn't  hear  about  the 
plan  until  Apr.  3.  Noorda's  senior  man- 
agers didn't  know  about  it  until  the  day 
before  the  deal  was  announced. 

Noorda's  failure  to  communicate  may 
have  soured  associates  on  the  merger 


LOTUS  STOCK: 
DOWN  FROM  THE  REBOUND 


NOVELL  MERGER  PROPOSAL " 
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DATA;  BRIDGE  INFORMATION  SYSTEMS  INC. 


from  the  start.  And  the  public  reacti  \m 
didn't  help.  When  Novell  invest© 
learned  on  Apr.  6  that  they  would 
ceive  1.19  shares  in  the  new  company  ffc; 
each  Novell  share  they  held,  they  cri  -jtii 
foul.  Based  on  Lotus'  stock  price  {xe 
about  $36  a  share,  Novell  investo 
would  have  received  no  premium  ov  te*; 
the  market  value  of  their  stock. 

Even  worse,  investors  quickly  point< 
out  that  Novell's  growth  prospects 
the  networking-software  market  well\'i 
better  than  those  of  Lotus,  whose  bui 
ness  was  in  the  more  mature  sprea 
sheet  arena.  "We  felt  we  should  ha 
received  10%  to  20%-  more,"  says  Ray 
Hirsch,  a  portfolio  manager  at  IDS  Fina 
cial  Services  Inc.,  which  owns  3.5% 
Novell's  shares.  Indeed,  at  a  Hambrec; 
&  Quist  Inc.  conference  on  Apr.  30,  ho 
tile  Novell  investors  accused  Noorda 
"being  taken,"  say  attendees. 

The  reaction  took  Noorda  by  surpris 
So,  apparently,  did  negative  feedba( 
from  his  managers  and  directors.  "If  tl 
truth  were  known,"  says  Noorda, 
wanted  it  to  happen  a  lot.  But  I  didn 
want  to  have  directors  who  weren't  ful' 
supportive  of  it.  I  do  own  12%  of  tl 
shares,  but  we  need  50%."  At  the  sarr 
time,  Noorda  and  other  directors  weik 
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?red  by  the  public  perception  that 
'merger  of  equals"  was  anything 
"Our  side  felt  Lotus  was  acquiring 
11,"  says  Kanwal  S.  Rekhi,  a  Novell 
itive  vice-president  and  director. 
:kered  board.  Still,  negotiations 
nued.  The  investors'  objection  to  the 
?-exchange  formula  was  never  an 

for  either  company,  both  sides  say. 
lay  15,  Manzi  flew  to  Novell's  Pro- 
Utah)  headquarters  for  meetings 
Noorda  and  three  other  key  execu- 
,  "Everyone  there  was  very  posi- 
'  says  Manzi.  The  next  day,  Noorda 
Manzi  spoke  by  phone  and,  with 
V  and  Sonsini,  hammered  out  final 
Is.  Graev  says  the  four  agreed  that 
da  would  become  chairman  "in 
;  only,"  Manzi  would  be  CEO,  and 
lew  company  would  be  named  Lo- 
■Jovell  Corp.  To  assuage  Novell's  di- 
rs,  the  agreement  stipulated  a  five- 
0  vote  of  the  new  board  to  change 
r  Noorda's  or  Manzi's  role, 
erything  seemed  set,  say  insiders  at 

companies.  Lotus'  directors  voted 
'hursday,  May  16,  to  approve  the 
laction,  and  Manzi  took  off  with  his 

and  children  for  Disney  World. 
,  on  Friday  evening,  Novell's  five 
tors  voted  to  hold  out  for  four  seats 


on  an  eight-member  board — an  arrange- 
ment Lotus  had  already  rejected  several 
times  as  unworkable.  "The  question 
came  to  whether  we  felt  there  was 
enough  balance  [for]  Ray  Noorda  and 
his  management  to  have  input,"  says 
Novell  director  Sonsini.  Even  Noorda,  he 
says,  was  left  with  doubts  about  mixing 
two  very  different  cultures  and  manage- 
ment styles.  Without  agreement  on  the 
board  issue,  "there  wasn't  enough  glue 
there  to  go  forward,"  says  Sonsini. 


Stung  by  critics  who 

questioned  his  ability 

to  lead,  Manzi 

has  become  more  open 

and  responsive, 

say  those  around  him 


After  an  afternoon  of  riding  Disney 
World's  Space  Mountain  and  dinner  with 
Goofy  and  the  family,  Manzi  returned  an 
urgent  phone  message  from  Graev. 
Manzi  learned  the  merger  was  nearly 
dead.  After  calling  repeatedly  from  Flor- 
ida on  Saturday  morning,  Manzi  reached 
Noorda  and  confirmed  that  neither 
board  would  budge.  Both  now  say  they 
have  no  plans  to  reopen  negotiations. 

Although  it's  a  setback,  the  failed 
merger  doesn't  spell  the  end  of  Manzi's 
"new"  Lotus.  The  company  still  has  am- 
bitions to  dominate  the  networked  world 
with  applications  that  help  PCs  work  to- 
gether. And  Novell  and  Lotus  will  proba- 
bly continue  to  collaborate  on  technol- 
ogy and  customer  support.  "We  hope 
that  our  relationship  is  not  ended,"  says 
Noorda.  Manzi  is  more  cautious:  "We're 
going  to  have  to  think  twice  about  what 
that  relationship  is  going  to  be." 
'WET  BLANKET.'  Novell  would  have  jump- 
started  Manzi's  new  strategy  in  service 
and  consulting.  Now,  Lotus  engineers 
will  be  hard-pressed  to  deliver  truly  com- 
plete network  systems  to  big  corporate 
customers — and  that  could  slow  the  com- 
pany's grand  plan  in  networking. 

Even  so,  Lotus  is  clearly  on  a  roll. 
Eighteen  months  ago,  the  company  was 
struggling  with  its  embarrassingly  late 
completion  of  a  new  version  of  1-2-3,  its 
most  important  product.  The  new 
spreadsheet  finally  shipped  last  June, 
lifting  what  Manzi  calls  "the  wet  blanket 
hanging  over  the  company."  Since  then, 
26  other  new  programs  have  followed, 
including  spreadsheets  for  mainframes, 
minicomputers,  and  workstations,  plus 
new  versions  of  old  packages. 

The  success  of  those  products  sparked 
optimism.  So  did  Lotus'  purchases  of 
stakes  in  smaller  technology  outfits  such 
as  data-base  company  Sybase  Inc.  and 
Rational  Systems  Inc.,  a  tiny  maker  of 
programming  software.  It  also  agreed  to 
share  technology  with  word-processing 
leader  WordPerfect  Corp.  Profits  re- 
bounded, too.  After  falling  18%,  to  $59 
million,  in  1988,  net  income,  buoyed  by 
the  new  software,  jumped  to  $68  million 
last  year  and  is  expected  to  rise  50%  to 
60%'  this  year. 

It  seems  that  Lotus  learned  from  its 
cathartic  year.  Stung  by  critics  inside 
the  company  and  out  who  questioned  his 
ability  to  lead,  Manzi  has  become  more 
open  and  responsive,  say  those  around 
him.  His  senior  management  team,  nota- 
bly King,  Franklin  H.  Moss,  Stephen  J. 
Crummey,  and  Robert  P.  Schechter,  has 
matured  and  stabilized — in  stark  con- 
trast with  the  constant  turnover  of  Lo- 
tus' first  six  years. 

More  important,  say  insiders,  is  the 
shared  sense  that  Lotus  now  possesses  a 
coherent  vision:  its  plan  to  play  an  im- 
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portant  role  in  networking.  "When  I 
came  here,  there  was  a  strategy  vacu- 
um," says  King,  who  arrived  in  early 
1988.  The  company  has  refocused  pri- 
marily on  spreadsheets.  Products  that 
don't  fit  the  strategy — such  as  an  un- 
wieldy word-processing  package  and  a 
stock-quote  service — have  been  jetti- 
soned. Now,  insiders  say  spirits  are  high 
at  the  once-demoralized  product-develop- 
ment organization.  A  hiring  freeze  is 
over,  and  employment,  at  3,058,  is  up 
15%  from  a  year  ago. 


Lotus  still  has  more  to  do.  It  has 
failed  to  deliver  successful  products  for 
the  popular  Apple  Macintosh,  and  it  was 
late  to  address  the  surprising  strength- 
of  the  Microsoft  Windows  graphics  sys- 
tem. And  the  collapse  of  the  Novell 
merger  leaves  the  company  largely  de- 
pendent on  1-2-3. 

Novell,  however,  may  weather  the 
harshest  effects  of  the  disintegrated 
deal.  Although  Noorda  denies  that  the 
company  is  for  sale,  analysts  figure 
that  Novell  will  eventually  accept  an 


offer  from  a  more  accommodating  p;t- 
ner.  And  many  think  Lotus  will  strt 
looking  for  a  new  partner,  too.  (le 
thing  is  clear,  though:  Manzi  is  )i 
about  to  share  his  company  equn 
with  anyone. 

By  Keith  H.  Hammonds  in  Cambric 
Mass.,  uritk  Sandra  D.  Atchison  in  Denj 
a?id  Evan  Schwartz  in  New  York 

For  information  on  reprints  ot  this  Special  Rej 
call  Business  Week  Repnnts  at  609  426-5494: 
write  Business  Week  Reprints,  P.O.  Box  ■ 
Hightstown.  N.J.  08520. 


MANZI  VS.  GATES:  SOFTWARE'S  BIOOD  FEUD 


Just  weeks  ago,  Jim 
P.  Manzi  seemed  to 
have  Bill  Gates  on  the 
ropes.  When  the  Lotus 
Development  Corp. 
chairman  announced 
plans  to  merge  his  company  with  net- 
work-software developer  Novell  Inc.,  it 
looked  like  a  one-two  punch  to  knock 
Microsoft  Corp.  Chairman  William  H. 
Gates  III  out  of  two  rings:  spread- 
sheets and  networking.  Now,  the 
punch  has  fallen  short,  and  it's  Gates 
who  is  dancing  around  his  rival. 

Software  makers  depend  on  inter- 
company alliances  to  solve  complex 
technology  problems,  but  the  Manzi  vs. 
Gates  feud  shows  no  signs  of  waning. 
The  brilliant,  bookish  Gates  and  the 
abrupt,  street-smart  Manzi  haven't 
spoken  for  three  years.  Some  who 
know  both  say  the  feud  may  be  cloud- 
ing their  judgments.  "I  know  for  a 
fact  that  on  both  sides,  key  strate- 
gic decisions  have  been  driven  by 
strictly  competitive  pressure," 
says  Mitchell  Kapor,  CEO  of 
startup  On  Technology  Inc. 
and  founder  of  Lotus.  "Even  to 
the  extent  of  overshadowing 
the  strategic  concern." 

For  years,  Kapor  says,  Manzi 
refused  to  develop  programs  for 
crosoft's  Windows  graphics  program. 
Only  in  May,  just  before  the  Windows 
3.0  launch,  did  he  relent  and  announce 
plans  for  Windows  programs.  But  the 
delay  will  make  Lotus  late  in  a  hot  new 
market.  Gates,  Kapor  adds,  has  put 
tens  of  millions  of  dollars  into  Excel,  a 
spreadsheet  aimed  at  1-2-3.  Excel  is  a 
hit  on  the  Macintosh — for  which  there 
is  no  i-2-3 — but  has  just  107<  of  the 
larger  :  .M  PC  spreadsheet  market. 

That  I  ites  and  Manzi  would  mix  like 
oil  and  waver  is  no  surprise.  Gates,  34, 
was  the  precocious  preppie  who  got 
hooked  on  computers  and  dropped  out 
of  Harvard  to  found  Microsoft.  Manzi, 


38,  started  out  as  a  journalist,  but  af- 
ter earning  a  master's  degree  in  eco- 
nomics at  Tufts  University  became  a 
management  consultant  for  McKinsey 
&  Co.  That  brought  him  to  Lotus  in 
1983,  where  he  rose  through  marketing 
to  succeed  founder  Kapor.  Gates  be- 
came a  billionaire  from  his  Microsoft 
stock,  and  Manzi  is  one  of  the  highest- 
paid  CEOs  in  American  business. 

In  1986,  Kapor  and  Gates  talked  of  a 
possible  merg- 
er, but 


Manzi  opposed  it  and  has  avoided 
Gates  since.  Before  the  Lotus-Novell 
deal  fell  apart,  BUSINESS  WEEK  invited 
the  two  to  debate  the  future  of  net- 
works. Manzi  accepted  but  backed  out 
once  he  learned  that  it  would  involve 
talking  directly  to  Gates.  "If  I'm  going 
to  break  my  long  silence  with  Bill 
Gates,  it's  going  to  be  in  a  room  where 
no  one  can  hear  us,"  he  says.  "I  don't 
think  we  have  a  lot  to  talk  about." 

That  attitude  shows  up  in  public,  too. 
Manzi  has  often  told  members  of  the 
Boston  Computer  Society  (BCS),  a 
group  of  computer  buyers,  that  busi- 


nesspeople,  not  programmers,  shou 
run  software  companies  these  day 
That  seemed  reasonable  while  Loti 
was  bigger  than  Microsoft.  But  aft< 
Microsoft  passed  its  East  Coast  rival 
1987,  Gates  gleefully  refuted  that  ide 
Gates  says  stories  of  the  rivalry  ar 
overblown,  but  he,  too,  fans  the  fir 
At  a  BCS  meeting  two  years  ago,  h 
was  asked  what  advice  he  would  gi\ 
to  Manzi.  His  reply:  Learn  to  progran 
"Gates  may  have  rubbed  Manzi's  fac 
in  it  a  little,"  says  Jonathan  S.  Rotei 
berg,  the  chairman  of  BCS. 

Manzi  in  September  lashed  oi 
at  Gates  during  a  conferenc 
sponsored  by  computer  newsle 
ter  writer  Stewart  Alsop.  Wit 
Gates  in  the  audience,  he 
nounced  Windows.  "He  hammere 
Gates  for  misdirecting  the  indui 
try,"  recalls  Alsop.  Later,  Manzi  trie 
to  persuade  others  to  boycott  Wii 
dows,  says  one  software  executive 
SNIPING.  Gates,  in  turn,  loves  con 
peting,  and  Manzi  makes  an  idef 
target.  Microsoft's  first  sprea( 
sheet,  Multiplan,  was  introduce 
three  months  before  1-2-3  i 
1983,  but  it  went  nowhere.  Nov 
Gates  is  pushing  Excel  relentless 
ly.  "Lotus  has  had  a  runaway  bes 
seller  application,  and  Microsoft  my 
er  has,"  says  Ruthann  Quindlen,  a 
Alex.  Brown  &  Sons  Inc.  vice-pres 
dent.  "Gates  is  out  to  prove  he  can." 

Despite  sniping  at  the  top,  Lotus  an 
Microsoft  do  work  together  when  it' 
in  their  mutual  interest.  Engineers  c( 
operate  to  ensure  that  Lotus  program 
will  run  well  on  Microsoft's  operatin 
systems.  Several  Lotus  executives  r( 
cently  helped  Microsoft  promote  th 
OS/2  operating  system.  And  despit 
Manzi's  diatribes,  in  the  end  Lotu 
could  not  pass  up  the  chance  to  cash  i 
on  the  Windows  market.  A  feud  ma 
be  forever,  but  business  is  business. 
By  Richard  Brandt  in  San  Francisc 
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Let  our  demonstration 
create  your  presentation* 


1990 

SAlE'j  &  MARKETING 
REPORT 


Every  company  is  really  in  two  businesses.  Their  own  business.  And  the  presentation  business. 
That's  why  we  created  the  Savin  Prism  I  color  copier. 

There's  no  better,  faster,  or  more  economical  way  to  reproduce  business  graphics  in  hard  copy  or 
^erhead  form. 

But  the  only  way  to  see  how  good  our  Prism  I  really  is,  is  to  see  it  for  yourself. 

So  we've  arranged  for  a  rather  unusual  demonstration.  If  you  have  a  presentation  coming  up,  just  bring 
>ur  color  originals  to  your  nearest  participating  Savin  sales  center  and  we'll  copy  them  for  you,  free  of 
large.  Up  to  100  full-color  copies.  That  way,  you'll  get  your  presentation  prepared  for  free.  And  you'll  also 
:e  firsthand  what  the  Savin  Prism  I  can  do.  In  practically  no  time  at  all. 

Even  if  you  need  100  copies,  you'll  be  in  and  out  in  less  than  fifteen  minutes.  With  a  color  computer 
rinter,  the  same  job  would  take  hours.  And  be  much  more  expensive. 

In  fact,  the  Savin  Prism  I  is  about  half  the  price  of  comparable  color  copiers.  So  besides  giving  you 
iperb  reproduction  in  very  little  time,  the  Prism  I  gives  you  superb  reproduction  for  very  little  money. 

Just  call  1-800-39-COLOR  for  the  participating  Savin  Prism  I 
lies  center  nearest  you. 

Then  come  in  and  see  our  demonstration.  And  leave  with 
>ur  presentation. 


sai/in 

:'snew« 


er  expires  December  31, 1990.  One  demonstration  per  company.  100  free  color  copies  maximum. 
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INSURANCE  I 


MELION  BANK  MAY  WISH  IT 
NEVER  GOT  INTO  THIS  BUSINESS 


Forcing  some  borrowers  to  buy  pricey  auto  insurance  has  it  facing  state  charges  and  a  class 

i^Hhe  insurance  for  Rav-   IH^^IHHHHB        ft  .  '       financing  arms  to  force-p 


action 


financing  arms  to  force-place  ins  SiBC 
ance — a  business  that  generated  roug  l  pi 
$650  million  in  premiums  last  year,  rrn  refi 
ly  in  auto  coverage.  Other  than  Trar  ?ret 
nierica  and  Balboa,  the  leading  insur  yni 
in  the  force-placed  arena  are  Pruden 
and  Progressive 

Regulators  are  only  now  taking  a  cl  iwhe 
er  look  at  force-placed  insurance.  Ohi( 
probing  the  activities  of  Mellon  and  s 
eral  other  banks  and  insurers.  Delaw 
is  reviewing  Mellon's  program.  Misso 
has  limited  allowable  profits  on  the  c 
erage.  Customers  are  becoming  more 
five,  too.  Borrower  suits  are  pend 
against  Landmark  Savings  Assn. 
Pittsburgh  and  First  National  B; 
of  Massillon  in  Ohio.  Both  declir 
comment 

Why  does  force-placed  insurance  c 
so  much?  Unlike  other  auto  covera 
whose  key  factor  is  driving  records 
insurance  treats  all  customers  as  thoul  Sir 
they  were  high-risk  drivers.  Most  for  BCSi 
placed  policies  cost  about  10%  more  t\ 
those  for  state  assigned-risk  pools, 
cording  to  Justin  L.  Moran,  an  Ann  .  Siif 
bor  (Mich.)  bank  consultant.  But  Pe 
sylvania  regulators  say  Mellon's  is  e\|[r2( 
more  expensive 
cause  of  questilfo 
able  extras  wo  |i 
more  than  40% 
premium  income 

The  crux  of 
state's  charges 
that  Mellon  did 
tell  policyhold< 
that  they  were  p; 
ing  for  the  extr 
Dover's  policy 
eluded  two  ride  r  - 
paying  off  the  Ic 
to  Mellon  if 
failed  to  pay  preltrsci 
ums  or  disappear 
with  the  car.  I 
regulators 
there  is  no  ment 
in  Mellon  polic 
about  the  ride 
which  make  up  3 
of  premium 


The  insurance  for  Ray- 
mond Dover's  new 
Toyota  had  a  bigger 
price  tag  than  his  car  did. 
His  five-year,  $16,334  loan 
was  with  Mellon  Bank. 
Like  other  auto  lenders, 
Mellon  requires  borrowers 
to  insure  their  cars  against 
damages.  If  the  car  is  to- 
taled in  a  collision,  the  in- 
surance provides  a  borrow- 
er with  money  to  pay  off 
Mellon's  loan.  So  when  Do- 
ver neglected  to  take  out 
coverage  in  1987,  the  bank 
got  a  policy  for  him,  a 
practice  called  "force- 
placing." 

It  was  costly.  Over  the 
life  of  the  loan,  his  average  premiums  of 
$4,025  annually  would  have  added  up  to 
$20,100.  In  fact,  his  yearly  premiums  ex- 
ceeded what  even  the  high-risk  drivers 
pay  in  Pennsylvania's  assigned-risk  pool, 
which  gives  coverage  to  those  insurers 
shun  (chart).  But  the  34-year-old  Phila- 
delphia postal  worker,  who  earns  $30,000 
yearly  and  has  four  children,  missed  a 
couple  of  loan  payments  earlier  this 
year.  And  Mellon  repossessed  his  car. 
CONTENDERS.  Such  stories  have  led  to 
Pennsylvania  Insurance  Dept.  charges 
against  Mellon  of  misrepresentation  and 
accepting  illegal  fees — and  sparked  tur- 
moil within  the  Pittsburgh  bank  holding 
company.  Its  force-placed  program  be- 
gan in  late  1986  and  now  covers  12,000 
borrowers  in  Pennsylvania,  Delaware, 
and  Ohio.  The  internal  discord  resulted 
in  the  firing  of  John  E.  Sinclair,  head  of 
Mellon's  program.  If  Pennsylvania's  in- 
suritnce  commissioner  upholds  the 
charges,  Mellon  faces  fines  of  more  than 
$24  million — and  huge  refunds  to  bor- 
rowers. Mellon  is  trying  to  block  this  in 
U.  S.  Distri-r,  Court  in  Pittsburgh,  argu- 
ing that  thf  otate  agency  lacks  jurisdic- 
tion over  a  i':'dera!ly  regulated  bank. 
Mellon  also  disputes  the  state's  charges. 

In  the  same  court,  a  class  action  filed 
by  Dover  and  other  Mellon  borrowers 
seeks  $20  million  to  $30  million  in  dam- 


FIRED  INSURANCE  HEAD  SINCLAIR  WANTED  TO  GIVE  REFUNDS 
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ages  from  the  bank,  whose  assets  are 
$31  billion.  The  state  also  targets  Trans- 
america  Premier  Insurance  Co.  and  Bal- 
boa Insurance  Co.,  which  Mellon 
dropped  earlier  after  unrelated  differ- 
ences. They  deny  v/rongdoing. 

Whether  such  outsize  premiums  are 
widespread  is  hard  to  gauge.  Most 
states  permit  banks  and  auto  makers' 
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PILING  ON  THE  PREMIUMS 

Yearly  premium  for  collision  coverage  for  24-year-old 
single  mole  living  in  Harrisburg,  Pa.,  driving  a  1  990 
Ford  Taurus  bought  with  a  $1 5,000  car  loan 
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PROGRAM 


■  DRIVERS  RtlEOEO  FOR  NORMAL  COVERAGE  ARE  ASSIGNED  TO 
INSURAHCE  COMPANIES  BY  THE  STATE 
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.  Mellon,  which  disputes  any  im- 
ir  disclosure,  says  the  riders  benefit 
)wers  by  retiring  the  loans, 
e  state  also  accuses  Mellon  of  ac- 
ng  another  extra:  illegal  commis- 
— the  class  action  calls  them  kick- 
5 — worth  14%  of  the  total  premiums 
3red  by  Transamerica  and  157c  from 
)a.  Mellon  says  the  so-called  kick- 
5  are  legitimate  fees  for  account 
cing.  The  bank  estimates  it  has 
;d  $3.1  million  in  fees  so  far.  And 
sylvania  slams  Mellon  for  taking  an 
,000  refund  from  Transamerica 
I  insurance  payouts  were  less  than 
;ted:  The  bank  pocketed  the  differ- 
instead  of  returning  it  to  borrow- 
Sinclair,  the  fired  head  of  the  pro- 
i,  puts  Mellon's  income  from  fees 
refunds  at  $10  million.  The  bank 
prets  U.  S.  Comptroller  of  the  Cur- 
r  rules  as  permitting  fees  and  re- 
3,  a  defense  the  state  disputes. 
COUNSEL.  Tht  Mellon  imbroglio  be- 
when  executives,  worried  about  le- 
vulnerabilities,  asked  Charles  F. 
r,  an  in-house  lawyer,  to  prepare  a 
0  on  the  program.  The  six-page 
0,  delivered  Dec.  20,  1988,  concluded 
the  bank  should  not  issue  the  riders 
that  force-placing  policies  was 
ist  Ohio  law.  It  also  said  Mellon 
at  legally  collect  interest  on  loans  it 
!  to  borrowers  to  pay  premiums, 
r  would  not  comment, 
e  Miller  memo  created  an  uproar 
n  the  bank.  Executives  instructed 
air  to  "disprove  the  memo,"  accord- 

0  depositions  in  the  borrowers'  law- 
Sinclair,  the  program's  architect, 

BUSINESS  WEEK  that  he  set  out  to  do 
it  became  convinced  Miller  was  cor- 
The  memo  "sounds  like  we  are  bay- 
ng  children  on  the  streets  of  Pitts- 
h,"  Sinclair  said  in  his  deposition, 
r  advocating  that  the  bank  refund 
;y  to  borrowers,  Sinclair  said,  he 
fired  in  February,  1989.  He  prompt- 
pped  the  Miller  memo  to  The  Pitts- 
h  Press.  Mellon  says  it  dismissed 
air  for  insubordination.  But  shortly 
ward,  it  ceased  force-placing  insur- 
in  Ohio  and  stopped  tacking  on  the 
s  challenged  by  its  lawyer.  The 
action  was  filed  soon  after  the 
r  memo  became  public, 
by  did  Mellon  get  involved  in  this 
;?  In  1987,  the  year  after  the  pro- 

1  started,  the  bank  lost  $844  million 
use  of  bad  real  estate  loans  and  was 
r  pressure  to  make  money  from 
raditional  ventures.  Sinclair  says 
Dn  saw  force-placed  insurance  as  an 
?er:  It  eventually  planned  to  market 
service  to  hundreds  of  smaller 
;s.  But  with  the  legality  of  its  force- 
;d  insurance  now  in  question,  Mel- 
license  to  drive  this  program  any- 

•e  could  soon  be  revoked. 
By  Michael  Schroeder  in  Harrisburg 
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ONE-STOP  SHOPPING 
FOR  EUROSTOCKS 


A  new  300-stock  list  is  the  first  step  in  unifying  EC  bourses 
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ROUSSELLE:  THINK  "EUROPE' 


weeping  political  and  economic 
,  changes  in  Europe  could  make  Eu- 
ropean stocks  the  hottest  invest- 
ment of  the  decade.  But  assembling  a 
portfolio  of  these  stocks  is  daunting, 
since  investors  have  to  cope  with  multi- 
ple currencies,  custodians,  and  settle- 
ment procedures.  So  the  chiefs  of  the 
major  stock  exchanges  are  teaming  up 
to  simplify  and  promote 
Euro-investing. 

The  goal  is  to  create 
a  single  European  equi- 
ties market,  which,  with 
a  combined  capitaliza- 
tion of  close  to  $2  tril- 
lion, would  rival  even 
the  U.  S.  market.  Ex- 
change officials  met  in 
Copenhagen  on  May  18 
to  draw  plans.  Says  Re- 
gis Rousselle,  chairman 
of  the  Paris  Stock  Ex- 
change: "We  want  a 
market  that's  up  to  the 
standards  of  what  will 
become  the  world's 
largest  economy." 
WIDER  FOCUS.  Step  one 
is  the  creation  by  next 
year  of  a  "Eurolist" — a 
pool  of  up  to  300  of  the 
Continent's  largest 
stocks  as  measured  by 
market  capitalization. 
The  list  will  include 
such  names  as  Siemens, 
Unilever,  and  Fiat.  The 
stocks  will  be  traded  on 
exchanges  throughout 
the  Economic  Communi- 
ty, denominated  in  each 
bourse's  local  currency. 
Rousselle,  who  pio- 
neered the  idea,  con- 
cedes that  Eurolist  is 
mainly  a  marketing 
tool,  encouraging  inves- 
tors to  think  "Europe" 
instead  of  focusing  on 
national  blue-chips. 

The  Eurolist  should 
make  its  stocks  more 
accessible  to  Americans.  Money  manag- 
ers will  be  able  to  appoint  one  European 
custodian  to  take  delivery  of  the  securi- 
ties, instead  of  using  a  different  one  in 
each  nation.  Ken  Oberman,  portfolio 


RANKING  EUROPE'S 
STOCK  MARKETS 


Country 

Market  copitalization' 

Billions  of  U.S.  dollars 

BRITAIN 

$693.9 

GERMANY 

353.5 

FRANCE 

340.4 

ITALY 

170.7 

THE  KE7HEISLANDS  132.7 

SPAIN 

123.1 

BEIfilliM 

75.6 

DENMARK 

39.3 

IRELAND 

12.0 

PORTUGAL 

10.3 

LUXEMBOURG  10.3 

GREECE 

6.3 

TOTAL 

$1,968.1 

Domestic  shares  listed  on  exchanges, 
yeorend  1989 

DATA:  FIDERATION  Of  STOa  EXCHANGtS  IN 
THE  EUROPEAN  COMMUNITY 


manager  of  the  Oppenheimer  Global 
Fund,  figures  the  one-stop  shopping 
could  save  as  much  $5,000  on  a  $1  mil- 
lion trade. 

In  addition,  the  Eurolist  will  simplify 
the  settlement  period,  the  time  by  which 
investors  must  ante  up  for  securities 
bought  or  receive  funds  for  those  sold. 
"If  I'm  buying  an  Italian  stock  on  the 
U.  K.  exchange,  I  won't 
be  beset  by  the  anti- 
quated Italian  settle- 
ment process,"  says 
Madhav  Dhar,  an  inter- 
national portfolio  man- 
ager with  Morgan  Stan- 
ley &  Co.  in  New  York. 
Italian  stocks  settle  in 
45  days,  compared  with 
less  than  half  that  time 
in  London. 

Indeed,  if  the  one-Eu- 
rope stock  market  idea 
is  to  flourish,  the  EC 
countries  will  have  to 
harmonize  settlement 
practices.  The  Germans 
settle  in  two  days,  three 
days  faster  than  in  the 
U.  S.  London  takes  10 
to  20  days,  which  the 
British  plan  to  cut  to 
three  days  by  1992. 

The  Euro-equity  mar- 
ket is  not  a  new  idea. 
Since  1985,  the  London 
Stock  Exchange  has 
been  trading  institution- 
al-size blocks  of  about 
700  international  stocks 
through  its  screen- 
based  trading  system. 
But  settlement  proce- 
dures are  governed  by 
each  company's  home 
market  and  in  that 
country's  currency. 

As  with  most  EC  proj- 
ects, the  fortunes  of  the 
single  stock  market  will 
depend  on  how  well  the 
competing  exchanges 
cooperate.  But  with  so 
much  capital  looking  for  investments, 
the  incentive  for  cooperation  has  never 
been  higher. 

By  Blanca  Riemer  in  Copenhagen,  unth 
Leah  J.  Nathans  in  New  York 
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PEOPLE  I 


THE  DEEP  POCKETS 
BEHIND  DIANNE  FEINSTEIN 


Husband  Dick  Blum's  financial  connections  are  raising  eyebrows 


At  the  elegant  mansion  of  a  San 
Francisco  heiress,  a  group  of 
prominent  voters  is  gathered 
around  Dianne  Feinstein.  They  have  paid 
$200  each  to  schmooze  with  their  Demo- 
cratic candidate  for  governor  of  Cahfor- 
nia.  To  Feinstein,  56,  the  former  mayor 
of  San  Francisco,  such  contributors  are 
the  financial  foot  soldiers  in  her  cam- 
paign. But  she  readily  admits  that  the 
6'5"  lanky  man  by  her  side  "is  a  field 
marshal,  a  five-star  general." 

She's  referring  to  her  husband  and 
own  personal  money  machine,  Richard 
C.  Blum.  A  well-connected  member  of 
California's  financial  elite,  the  54-year- 
old  Blum  happily  plays  the  role  of  "Mr. 
Dianne  Feinstein"  these  days.  But  as 
her  campaign  nears  its  first  big  test  in 
the  June  5  primary,  Blum  is  finding  it 
harder  to  stay  in  the  background.  And 
his  coziness  with  big  name  investors  is  a 
campaign  issue  in  its  own  right. 

Feinstein's  campaign  is  expected  to 
spend  about  $6  million  on  the  primary 
race.  Blum  will  contribute  nearly  half  of 
the  total  out  of  his  own  pocket.  Fein- 
stein, who  has  been  considered  as  a 
Vice-Presidential  candidate  in  the  past,  is 
narrowly  leading  her  chief  primary  oppo- 
nent, California  Attorney  General  John 
Van  de  Kamp,  in  the  polls.  And  if  she 
wins  and  faces  off  against  Republican 
Senator  Pete  Wilson  in  November,  Blum 
will  surely  foot  a  hefty  chunk  of  the 
estimated  $14  million  tab  she'll  spend  in 
that  race,  too.  "That's  what  the  money  is 
for,"  says  Blum,  who  married  Feinstein 
in  1980.  "She  could  wind  up  being  an 
agent  of  change  in  California.  In  that 
sense,  I  take  more  seriously  what  she 
does  than  what  I  do." 
DEALMAKER.  What  Blum  does  is  manage 
money.  The  roster  of  clients  at  Richard 
C.  Blum  &  Associates,  which  he  founded 
in  1975,  includes  such  big  names  as  Rob- 
ert M.  Bass  and  the  Belzberg  family. 
Typically.  Blum  and  his  clients  form 
parti  'iT-iiips  that  acquire  large  stakes  in 
undervaiaed  companies.  Although  Blum, 
a  forme!  p.irtner  at  San  Francisco  bro- 
ker Sutro  'i:  Co.,  rarely  opts  for  control 
of  a  compa^.y,  he  often  wins  a  seat  on 
the  board  to  influence  management. 

Consider  his  participation  in  the  lever- 
aged buyout  of  KW.A  Inc.,  his  biggest 


deal  to  date.  Blum  was  invited  to  partic- 
pate  in  the  $3.65  billion  takeover  of 
Northwest  Airlines's  parent  by  longtime 
friends  Al  Checchi  and  Gary  L.  Wilson, 
who  engineered  the  deal.  Blum  and  his 
partners  invested  $100  million  and  re- 
ceived an  119f  stake  in  the  Minneapolis- 
based  company.  Moreover,  Blum  has  a 
seat  on  nwa's  board. 

Blum's  track  record  has  been  out- 
standing. With  a  40%  return  over  the 


■ 


is  very  nonthreatening.  He  can  expha 
to  management  why  X-Y-Z  would  worl'' 

Blum,  a  Bay  Area  native  whose  fatir 
was  an  apparel  salesman,  met  Feinstn 
in  1976,  when  she  was  on  San  Franc  - 
co's  board  of  supervisors  and  he  was 
adviser  to  then-Mayor  George  Moscoi 
A  Democratic  Party  veteran,  Blun 
friends  include  former  President  Jimr, 
Carter  and  ex-Vice-President  Waltr 
Mondale.  Still,  when  it  comes  to  Fe- 
stein,  Blum  avoids  appearances  of  tn- 
ing  on  his  wife's  prominence.  "We're  < 
tremely  cautious  about  doing  anythi 
related  to  her  activities,"  he  says. 

That  hasn't  shielded  him  from  criti 
however.  Feinstein's  opponent.  Van 
Kamp,  has  been  pressuring  Feinstein  i 
further  disclosure  of  the  couple's  - 
come — and  a  list  of  Blum's  clients.  Vi 
de  Kamp  also  contends  that  Feinstein  ; 
too  closely  allied  to  the  insurance  indi- 
try — possibly  because  Blum's  clients  - 


SOME  OF  BLUM'S 
INVESTMENT  i=ORAYS  j 

NWA  Participated  in  $3.65  billion  buyout  of  ■ 

Northwest  led  by  longtime  friend  Al  Checchi.  ; 

Blum's  firm  acquired  11%  stalie  in  1989  after  | 

providing  $100  million  in  equity  j 

BANKAMERiCA  Blum  and  his  partners  purchased  | 
a  total  of  2  million  shares  since  1987  for  $30  mil-  f 
lion;  stake  is  now  worth  $59  million  f 

I 


UAL  Bought  300,000  shares  during  the  summer  k 

of  1989  for  an  average  price  of  $125.  Sold  f 

200,000  shares  for  about  $284  a  share  and  | 

100,000  at  around  $155.  Pretax  profit  for  Blum  | 
and  his  clients:  $35  million 


URS  Acquired  stake  in  this  engineering  and  envi- 
ronmental company  in  late  1970s  and  profited 
handsomely  when  URS  sold  a  subsidiar>'  in  1987.' 
But  stock  price  has  plunged  to  less  than  $4  from 
$230  in  1987.  A  URS  vice-chairman,  Blum  re- 
cently injected  $18  million  into  the  company 


NATIONAL  EDUCATION  CORP.  Blum  and  his  cli- 
ents own  7%  of  the  education  and  training  ser- 
vices company,  which  lost  $29.3  million  last  year. 
As  a  director,  Blum  helped  replace  the  compa- 
ny's CEO.  But  stock  has  sunk  to  $5  a  share  from 
a  mid-1988  peak  of  .$27 


DATA,  RICHARD  C.  BlUM  &  ASSOQATES 


past  five  years,  he  ranked  No.  2  in  per- 
formance among  400  midsized  invest- 
ment firms  recently  surveyed  by  Nelson 
Publications,  which  tracks  money  man- 
agers. What's  more,  the  assets  he  con- 
trols have  grown  steadily,  to  $380  million 
last  year  from  $57  million  in  1987.  David 
Bonderman,  chief  operating  officer  of 
Bass'  Fort  Worth  (Tex.)  holding  compa- 
ny, says  Blum's  success  stems  from  his 
ability  to  work  with  management:  "Dick 


elude  insurance  companies  such  as  Fii 
man's  Fund  Corp.  So  far,  the  coup 
who  reported  $7.4  million  in  income  la 
year,  has  provided  17  years  of  incor 
tax  returns.  Blum  has  also  supplied 
list  of  his  corporate  investors,  but  i 
fuses  to  name  individual  clients. 

Blum  says  the  political  scuffle  is  u 
warranted.  Still,  if  Feinstein  becom 
governor,  the  heat  won't  likely  go  awa 
By  Maria  Shao  in  San  Francis 
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Robert  was  sold  on  Hewlett-Packard 
PCs  while  he  was  still  in  college. 


He  was  studying  engmeering  and 
contends  an  HP  calculator  was  the 
secret  to  his  success.  Since  then, 
HP  LaserJet  printers  have  been  a 
big  help  to  his  growing  company 
So  when  he  found  he  could  get 
Hewlett-Packard  reliability  in  a 
network  of  personal  computers, 
Robert  decided  to  stay  with  a 
sure  thing. 

With  Intel  286, 386,  and  486™- 
based  models,  HP's  line  of  Vectra 


personal  computers  suits  a  range  of 
business  needs.  Expansion  is 
easily  accommodated  with  up  to 
8  accessory  slots,  1.3  gigabytes  of 
hard  disk  storage,  and  64  Mbytes 
of  RAM. 

Beyond  this,  HPs  adherence  to 
industry  standards  ensures  com- 
patibility Now,  and  into  the  future. 

But  the  most  important  feature 
is  Hewlett-Packard  quality  This, 


along  with  HP's  network  of 
authori2ed  dealers,  gives  you 
all  the  assurance  you  need.  For 
the  dealer  nearest  you,  call 
1-800-752-0900,  Ext-  604K. 

There  is  a  better  way 


HEWLETT 
PACKARD 
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GOLD  I 


HOW  DREXEL  BURNHAM 
TURNED  GOLD  INTO  JUNK 


Its  gold-leasing  business  wound  up  scorching  some  central  banks 


When  Drexel  Burnham  Lambert 
Group  filed  for  Chapter  11  on 
Feb.  13,  creditors  as  diverse 
as  the  state  of  California  and  a  Florida 
savings  and  loan  association  got  stung. 
But  it  wasn't  until  May  9,  when  a  Drexel 
subsidiary  followed  its  parent  into  bank- 
ruptcy, that  a  more  unlikely  group  of 
victims  emerged.  Central  banks,  those 
pillars  of  monetary  virtue,  lost  $219  mil- 
lion to  an  obscure  commodities  subsid- 
iary called  Drexel  Burnham  Lambert 
Trading  Corp. 

Some  central  bankers,  such  as  the 
Bank  of  Yugoslavia,  got  caught  by  de- 
positing foreign  currency  holdings  with 
the  now-bankrupt  subsidiary.  But  the 
biggest  damage  was  done  when  central 
banks  tried  to  earn  interest  on  their  gold 
by  renting  it  to  Drexel  Trading.  Take 
the  largest  central  bank  creditor,  the 
Bank  of  Portugal.  It  is  owed  288,000 
ounces  of  gold,  worth  $93.9  million  (ta- 
ble), about  20%  of  Portugal's  gold  re- 
serves. These  losses  have  given  a  rare 
glimpse  into  the  secretive  world  of  gold 
leasing,  a  market  many  central  banks 
had  been  loath  to  admit  they  dabble  in. 

It  seemed  like  just  the  investment  for 
cautious  central  bankers.  Their  gold 
stocks,  remnants  of  gold-standard  days, 
still  constitute  a  near-mystical  part  of 
their  nation's  monetary  reserves.  But 
usually,  they  just  collect  dust.  By  leas- 
ing gold,  a  central  bank  earns  a  modest 
interest  rate,  ranging  from  less  than 
0.5'/'  to  2.57'-.  Typically,  the  central  bank 
consigns  the  gold  to  a  dealer — say,  for 
90  days.  The  dealer  can  then  lend  the 
gold  to  a  customer,  at  a  higher  interest 
rate.  It  may  be  a  speculator,  who  hopes 
to  repay  tine  borrowed  gold  when  the 
price  falls,  or  a  gold  mine  that  wants  to 
lock  in  the  current  gold  price  so  it  can 
repay  the  broker  with  gold  produced  lat- 
er. For  central  l)anks,  profits  can  add  up. 
With  gold  selling  at  $370  an  ounce,  a 
lease  on  r)00,noo  ounces  at  0.5%  interest 
for  a  year  would  l)ring  in  a  cool  $925,000. 
HIGH  STAKES.  Drexel  Trading  started  do- 
ing business  wi;!!  central  banks  some- 
time after  the  subsidiary  was  formed  in 
late  1981.  The  Drexel  unit  was  the  brain- 
child of  two  traders,  Barry  L.  Klein  and 
Robert  M.  Rubin,  formerly  of  the  com- 
modity-trading firm  of  J.  Aron  &  Co. 


The  two  set  up  their  own  trading  group 
at  Drexel,  which  grew  to  300  employees 
and  contributed  handsomely  to  the  par- 
ent company's  profits. 

Drexel  Trading  competed  in  the  gold 
market  with  the  big  boys:  banks  such  as 
Credit  Suisse,  Citicorp,  and  J.  P.  Morgan 
and  broker  Goldman  Sachs,  to  name  a 
few.  Klein  and  Rubin  were  battling  for  a 
piece  of  a  market  estimated  at  5  million 
ounces,  or  $1.85  billion  of  gold  leases. 

Not  all  central  banks  have  felt  com- 


into  junk,"  says  Barry  J.  Dichter,  a  par 
ner  at  Cadwalader,  Wickersham  &  Taf 
which  is  representing  Portugal.  Aftt 
the  parent's  bankruptcy  in  Februan 
Drexel  Trading  liquidated  its  position 
and  paid  off  customers.  But  when  som 
Drexel  Trading  creditors  were  still  war 
ing  for  payment  three  months  latei 
they  decided  to  throw  the  company  int 
involuntary  bankruptcy. 

Will  the  central  banks  get  their  moi 
ey?  Bankruptcy  filings  show  that  Drex( 
Trading's  assets  of  $587  million  excee 
its  liabilities  of  $504  million.  But  its  larj 
est  asset  is  $558  million  owed  to  it  by  it 
parent,  Drexel  Group,  which  says  it  wi 
pay.  "Drexel  Group  believes  ultimatel 
its  creditors  will  be  satisfied  on  thei 
claims,"  says  Richard  P.  Krasnow, 
partner  at  Weil,  Gotshal  &  Mangei 
Drexel's  attorneys. 

Drexel  Trading's  creditors  are  not  pei 
suaded.  The  central  banks  and  othe 
creditors  have  retained  Harrison  J.  Go 
din,  the  former  Ne\ 
York  City  comptroller 
as  a  financial  adviser 
And  the  central  ban: 
of  Yugoslavia  recenti 
sued  Drexel's  broker 
dealer,  which  is  sti 
solvent,  in  an  attemp 
to  find  another  avenu' 
to  obtain  the  $71  mi' 
lion  it  is  owed. 
As  for  Klein  an< 


fortable  playing  the  gold  markets.  The 
U.  S.  Treasury  Dept.,  with  its  261.9  mil- 
lion ounces,  is  conspicuous  by  its  ab- 
sence from  the  game.  Rather,  a  group  of 
about  a  dozen  or  so  Eui-opean,  South 
American,  and  Asian  central  banks  lend 
most  of  the  gold. 

MISPLACED  TRUST.  The  Central  banks 
caught  in  the  Drexel  bankruptcy  are 
likely  to  be  more  cautious  in  the  future. 
The  bankruptcy  has  been  extremely  em- 
barrassing in  their  home  countries.  "It  is 
similar  to  the  S&L  crisis  in  the  U.  S. 
Eighty  million  dollars  is  not  a  lot  by 
U.  S.  standards.  It's  a  big,  big  number  in 
Yugoslavia,  Malaysia,  and  Poland,"  says 
Richard  F.  Levy,  a  partner  at  Kirkland 
&  Ellis,  which  represents  Yugoslavia. 

The  victims'  mistake  was  thinking 
that  their  contracts  were  as  good  as 
gold.  But  when  Drexel  Burnham  Lam- 
bert Group  ran  into  trouble,  as  the  value 
of  its  junk  bonds  plummeted,  the  parent 
began  draining  money  from  its  trading 
subsidiary,  including  its  gold-leasing 
business.  "What  really  happened  is  that 
the  Drexel  family  managed  to  turn  gold 


Rubin,  they  landed  on  their  feet  witl 
new  jobs  at  American  Internationa 
Group  Inc.,  a  large  insurance  and  finan 
cial  services  company.  The  two  founder! 
of  Drexel  Trading  have  set  up  a  nev 
commodity-trading  operation.  They  wen 
among  the  100  or  so  Drexel  Trading 
managers  who  walked  away  with  a  tota 
of  $15  million  in  bonuses  in  December 
1989,  and  .January,  says  Cadwalader': 
Dichter.  A  Drexel  spokesman  was  un 
able  to  confirm  the  amount,  and  Kleii 
and  Rubin  could  not  be  reached. 

By  Leah  J.  Nathans  in  New  York,  wit) 
bureau  reports 
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WE 

PROTECT  YOU 
WHETHER 
YOU  HAVE  A 
KEMPER 
POLICY 
OR  NOT 


Bill  Thomas  helps  prevent 
es  in  places  you  and  your  family 
sit. 

Bill  heads  up  one  of  the 
ost  comprehensive  state-of-the- 
t  fire  protection  labs  in  the 
3rld— Kemper's.  The  unique  lab 
rves  as  the  training  ground  for 
ousands  of  fire  safety  engineers 
ho  advise  national  business  and 
operty  owners  on  the  best  way  to 


MAKING  INSURANCE 
WORK  FOR  EVERYONE 


extinguish  and  prevent  fires  on 
their  property. 

So  when  you  and  your 
family  go  to  a  stadium,  a  fast  food 
store,  an  airport,  or  other  build- 
ings that  have  implemented  safety 
standards  like  Kemper's,  you  can 
feel  safer. 

And  you  don't  need  to  have 
a  Kemper  policy  to  appreciate  the 
benefits  of  that. 
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INVESTMENT  BANKING  I 


CAN  FIRST  BOSTON 
SHRINK  ITSELF  INTO  SHAPE? 


CEO  Hennessy  is  reassembling  his  staff — and  streamlining  it 


It  has  been  a  tough  seven  months  for 
John  M.  Hennessy  since  he  became 
CEO  of  CS  First  Boston  Inc.  He  inher- 
ited a  greatly  devalued  junk-bond  portfo- 
lio, plus  bridge  loans  that  now  total 
about  $1  billion.  First  Boston's  paltry 
first-quarter  profits  make  it  hard  for 
him  to  satisfy  his  firm's  main  investor, 
Zurich-based  CS  Holding.  Hennessy 
wants  to  transform  First  Boston  into  a 
global  investment  banker  built  on  sturdy 
corporate  relationships.  And  to  boost 
profits,  he's  downsizing  the  firm. 
"We  have  no  percentage  goals  to 
meet,"  he  says.  But,  he  adds,  "our 
business  plan  calls  for  us  to  be 
smaller  by  yearend." 

First  Boston  doesn't  disclose  de- 
tails about  its  financial  results. 
But  "every  major  area  has  had 
less  than  adequate  performance," 
says  an  executive  there,  who  adds 
that  First  Boston  has  earned  only 
a  few  m^illion  dollars  in  the  first 
quarter.  It's  true  that  business 
conditions  on  the  Street  are  far 
from  ideal,  but  First  Boston's  clos- 
est rivals  did  better.  In  the  first 
quarter,  Salomon  Brothers  Inc., 
traditionally  a  strong  bond-trading 
firm,  had  net  income  of  $119  mil- 
lion, or  88$  a  share,  after  losing 
35$  a  share  in  the  first  quarter  of 
last  year.  And  Goldman  Sachs  & 
Co.,  a  privately  owned  partnership 
that  also  doesn't  break  out  earn- 
ings, says  its  income  was  157' 
higher  than  in  the  first  three 
months  of  1989. 

OUT  AND  DOWN.  Some  big  names 
are  affected  by  the  downsizing. 
First  Boston  confirmed  on  May  22 
that  Chief  Financial  Officer  John 
E.  Toffolon  Jr.  was  resigning,  and  Fen- 
ton  R.  Talbott,  head  of  back-office  opera- 
tions, will  leave  later  this  year.  The  firm 
also  says  that  Elaine  L.  Small,  a  manag- 
ing director  who  supervised  First  Bos- 
ton's huge  commercial-paper  depart- 
ment, resign  d  on  May  21.  An  executive 
at  the  firm  si  vs  David  M.  Malcolm,  who 
heads  junk-bo r,d  financing,  has  been 
asked  to  take  a  lower-profile  position  in 
the  real  estate  department.  First  Boston 
officials  say  there  have  been  discussions 
about  Malcolm's  future  position,  but  no 


decision  has  been  reached.  William  E. 
Mayer,  whose  role  was  reduced  from 
president  to  head  of  a  new  merchant- 
banking  department  in  January,  may 
leave  the  firm  by  yearend,  according  to 
an  executive.  "It  just  isn't  so,"  counters 
Mayer.  Since  early  1989,  First  Boston 
has  trimmed  its  payroll  by  7%,  or  350 
people,  to  4,700.  And,  an  insider  notes, 
Hennessy  will  dismiss  about  10%  of  its 
816-person  investment-banking  depart- 
ment by  yearend. 


HENNESSY:  UNDER  PRESSURE  FROM  SWISS  INVESTU , 


Hennessy  places  a  great  premium  on 
team  players,  a  philosophy  alien  to  the 
high-flying  First  Boston  of  the  1980s. 
The  firm's  profile — and  profits — was 
dominated  by  investment  banking  co- 
heads  Bruce  Wasserstein  and  Joseph  R. 
Perella.  Their  dealmaking  prowess  ac- 
counted for  a  large  portion  of  First  Bos- 
ton's revenues  in  good  years.  But  they 
bolted  in  February,  1988,  to  form  Was- 
serstein, Perella  &  Co. 

"Wasserella"  snapped  up  many  of 
First  Boston's  top  merger  strategists 


and  corporate  clients.  This  occrred 
more  than  a  year  before  Hennessjtook 
the  helm,  and  he  is  now  struggli^  tc 
forge  a  new  identity  for  the  firm. 'Mo- 
rale has  been  low  since  Wasserstei:  anc 
Perella  left,"  says  one  Wall  Strer  ex- 
pert who  is  close  to  First  Boston,  'iook 
at  what  has  distinguished  Morgan  kan- 
ley  and  Goldman  Sachs — the  feelinithal 
the  company  was  bigger  than  ant  cm 
person."  ] 

The  53-year-old  Hennessy  spent  |!ver 
years  running  a  First  Boston  affilifle  ir 
London  in  the  1980s.  He  joined  fci 
Boston  in  1974  and  ran  the  internalona 
investment-banking  department  iij  thf 
late  1970s.  As  CEO,  Hennessy  Ijsn'i 
skimped  on  big-name  talent  whew  hf 
thinks  new  blood  is  necessary  to  nave 
nate  the  firm.  He  snared  former  jalo 
mon  Brothers  Inc.  Vice-ChairmanWil 
liam  E.  Voute,  a  bond-trading  kinpin 
and  hired  31  additional  traders.  Htals( 
wihkmI  investment  banker  Allej  0 
Wheat  away  from  Bankers  'tus 
Co.  to  run  Asian  operation5an( 
plucked  Archibald  Cox  Jr.,  th  for 
mer  head  of  Morgan  Stanlr  & 
Co.'s  London  office,  out  of  rtire 
ment  to  help  supervise  FirstBos 
ton's  overseas  businesses.  Fo^ur 
ther  assistance  in  the  remakif  o 
his  firm,  Hennessy  has  brougft  ii 
Michael  Porter,  a  Harvard  aisi 
ness  school  professor. 
'OVERSUPPLY.'  A   First  Bctoi 
spokesman  says  the  firm's  pki  i. 
to  emphasize   close — and  pDfit 
able — relationships  with  feweeoi 
porate  clients.  And,  he  sayst'n 
new  people  have  been  picki 
strengthen  First  Boston's  vk 
wide  presence.  Explains  Hennpsj  | 
"In  the  areas  of  the  world  v\( 
business  is  growing,  we're  j' 
ing.  It's  clear  that  in  some  :• 
of  the  securities  business,  t\  ■ 
oversupply.  In  those  busin<-- 
we'll  shrink." 

Hennessy  is  under  preM 
from  44.5%-owners  CS  Holdir 
improve  First  Boston's  bo 
line.  Says  Peter  Kupfer,  a  me 
of  CS  Holding's  executive  bi 
"We  do  not  want  to  hide  the 
that  we  are  far  from  enthusiastic  ;  i 
the  return  on  equity  recorded  by  i 
Boston."  He  adds:  "Even  in  the  eve-L 
a  substantial  improvement  this  yea 
are  unlikely  to  see  a  quick  return  t 
performance  of  previous  years." 

Consultants,  cutbacks,  and  staff  u 
flings  are  fine.  But  with  Wall  Stree  5i 
in  the  doldrums,  Hennessy  will  ha' 
prove  that  his  leadership  can  keep  i^ 
Boston  a  top  player  in  the  big  lea^< 
By  Jon  Friedman  and  David  Zig 
New  York,  with  Blanca  Riemer  in  Po' 
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UDS  can  stand 
the  heat  in  the 
modem  kitchen 


The  Canadian  Standards  Associ- 
ation literally  put  our  modem  to 
the  torch.  The  UDS  V.32  in  this 
photo  suffered  considerable  cos- 
metic distress,  but  as  bad  as  the 
unretouched  damage  looks,  the 
modem  still  handles  data  normal- 
ly. For  more  details  on  modems 
that  can  take  anything  you  throw 
at  them,  contact: 

UDS 

5000  Bradford  Drive 
Huntsville,  AL  35805-1993 
Telephone  205/430-8000 
FAX  205/430-8926 


Mj  MOTOROLA 


BY  GENE  G.  MARCIAL 


IS  CHIRON  ON  THE 
VERGE  OF  A  BIOTECH 
BREAKTHROUGH? 


Like  other  biotechnology  stocks, 
Chiron  has  had  its  ups  and  downs 
since  the  1987  crash.  Recently,  the 
genetic-engineering  company  has  been 
on  the  rise,  advancing  to  3'2V2  from  23 
earlier  this  year.  Part  of  the  upswing 
stems  from  the  market's  rediscovery 
of  medical-technology  issues.  But  Chir- 
on's move  may  signal  bigger  things. 

The  betting  is  that  two  pieces  of 
good  news  are  on  the  way:  progress  on 
an  AIDS  vaccine  and  the  likelihood  that 
Chiron  will  finally  post  a  profit.  Jeff 
Casdin,  an  analyst  at  Oppenheimer,  on 
May  23  issued  a  strong  buy  opinion  on 
Chiron  as  he  revised  his  estimate  to 
show  that  the  company  should  earn  35$ 
a  share  this  year  and  $1  in  1991. 

Jim  McCamant,  editor  of  Medical 
Technology  Stock  Letter,  who  has 
tracked  Chiron  since  1983,  is  high  on 
Chiron  because  he  considers  the  com- 
pany to  be  ahead  of  the  pack  in  devel- 
oping a  vaccine  against  AIDS.  Chiron 
has  a  joint  venture  with  Switzerland's 
Ciba-Geigy  Ltd.,  started  back  in  1984, 
to  develop  a  wide  range  of  vaccines  in 
addition  to  one  for  the  AIDS  virus.  So 
far,  both  companies  have  kept  silent 
about  the  results.  Ciba-Geigy  owns  1 
million  Chiron  shares,  or  a  6.3%  stake. 

Safety  clinical  trials  in  the  U.  S.  on 
the  vaccine  are  expected  to  begin  this 
year.  Safety  tests  in  Europe  have  been 
completed.  A  Chiron  spokesman  said 
the  company  is  "very  encouraged"  by 
the  results  in  Europe.  If  the  vaccine  is 
proven  to  be  safe,  "efficacy  tests  will 
follow,"  added  the  spokesman.  Chiron 
is  expected  to  provide  a  progress  re- 
port at  the  next  International  AIDS 
Conference,  to  be  held  in  San  Francisco 
June  20-24. 

LOTS  OF  PARTNERS.  Chiron  is  engaged 
in  joint  ventures  with  other  biggies, 
too,  including  Merck  and  Johnson  & 
Johnson.  Nevertheless,  analysts  have 
been  down  on  the  company  recently. 
Why?  Chiron  has  yet  to  make  money 
since  it  was  formed  in  1982.  Last  year, 
it  lost  $1.32  a  share.  The  consensus 
estimate  for  this  year  is  a  60$  deficit, 
and  some  analysts  project  a  $1  loss. 

For  the  first  quarter  of  1990,  the 
company  reported  a  29(t-a-share  loss. 
But  McCamant  argues  that  nonrecur- 
ring charges  associated  with  the  acqui- 
sition of  technology  totaling  $9.7  mil- 


CHIRON 
ISIOOKING  HEAITHIER 
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lion  were  part  of  the  loss.  "Without  the 
nonrecurring  charges,  Chiron  would 
have  been  in  the  black,"  he  says. 
McCamant  predicts  that  "the  stock  will 
rise  to  $60  a  share  in  the  next  12  to  18 
months." 


BARGAIN  DAYS 

AT  A  BUSY  RECYCLER 


As  America  spends  more  to  pro- 
tect the  environment,  waste  re- 
cycling has  become  a  growth  in- 
dustry. And  companies  such  as 
Wellman,  the  nation's  largest  recycler 
of  plastic  bottles  and  polyethylene 
waste  products,  are  reaping  a  bonanza. 
Demand  for  Wellman's  services  has 
climbed  as  strongly  as  demand  for  its 
stock  since  it  went  public  in  1987.  Ini- 
tially offered  at  10y4,  Wellman  shares 
had  soared  to  43  by  late  last  year. 

Wellman  owns  10  plants  that  convert 
plastic  and  fiber  waste  into  polyester 
and  nylon  fibers.  In  November,  Well- 
man  bought  Fiber  Industries,  a  large 
producer  of  polyester  staple  and  yarn, 
for  $550  million.  But  investor  concern 
that  Wellman  took  on  too  much  debt  to 
pay  for  Fiber  caused  the  stock  to  fall 
to  23.  Since  then,  bargain  hunters  have 
lifted  it  back  up  to  31. 

Last  year,  revenues  hit  $437  million, 
and  earnings  topped  $54.5  million,  or 
$1.84  a  share.  Bill  Kapner,  a  managing 
director  at  Justin  Asset  Management, 
expects  this  year's  earnings  to  jump  to 
$2.30  a  share.  "Wellman  is  selling  way 
below  its  intrinsic  value  of  about  $50  a 
share,"  he  says.  With  the  company 
growing  at  a  steady  pace  of  about  15% 
a  year,  Kapner  thinks  the  shares  could 
be  worth  $100  apiece  in  three  years. 


Edward  Hickey,  a  senior  analyst  i 
Justin,  says  earlier  fears  that  the  ii 
dustry's  big  boys  would  crush  Wei 
man  have  faded  as  Wellman  ha 
proved  it  has  the  knowhow  to  compet< 
Wellman  has  "superior  technology"  fc 
separating  bottles  and  containers  bf 
color,  shape,  and  form,  says  Hickey 
And  one  major  waste-managemer 
company,  Browning-Ferris  Industrie; 
has  just  formed  a  plastic-recycling  joir 
venture  with  Wellman  rather  tha 
compete  with  it. 


A  CUSHY  BERTH 
ON  IBM'S  COATTAILS 


When  IBM  smiles,  America 
Software  laughs.  The  con 
pany  develops,  markets,  an 
services  applications  software  for  IBI 
mainframe  and  IBM-compatible  compui 
ers.  And  recently,  the  connection  ha 
been  an  unmitigated  boon.  Apart  fror 
taking  advantage  of  IBM's  marketinj 
muscle  and  sharing  some  of  its  techno 
ogy,  American  Software  also  seems  t 
get  a  free  ride  whenever  IBM's  stocl 
surges.  In  recent  weeks,  when  IBT 
leaped  from  $100  to  $117  a  shart 
American  Software  climbed  from  $1' 
to  $24  a  share. 

American  Software  offers  27  star 
dard  software  products  for  IBM  main 
frames,  including  the  mid-size  AS/40i 
and  IBM  compatibles.  The  company  i; 
also  one  of  IBM's  designated  "utilit; 
industry  customers" — a  group  of  smal 
technology  companies  with  which  IBI 
nurtures  business  links.  Now,  there' 
talk  that  IBM  may  take  an  equity  stake 
American  Software  President  am 
CEO  Jim  Edenfield  insists  that  his  com 
pany  doesn't  need  a  cash  infusion.  H( 
says  American  Software  has  been  prof 
itable  over  the  years,  has  a  free  casl 
flow  of  about  $50  million,  and  owei 
very  little. 

The  company,  says  one  insider,  has 
also  developed  close  ties  with  a  bi| 
Japanese  computer  maker  that  uses 
American  Software's  systems.  Eden 
field  wouldn't  comment  on  the  Japa 
nese  connection,  but  sources  familial 
with  the  tie-up  expect  American  Soft 
ware  to  announce  a  joint  venture  witi 
a  major  Japanese  company  befon 
long. 

An  analyst  at  Volpe  Welty,  a  Sar 
Francisco  investment  firm,  estimates 
that  earnings  for  the  year  ended  Apr 
30  grew  28%^  to  $1.24  a  share.  He  ex- 
pects fiscal  1991  earnings  to  jump  25% 
to  $1.55,  on  a  27%o  rise  in  revenues,  tc 
$114.8  million. 
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FINAI 


Rev.  Orv  Jac  obson 
407,873  Miles 


William  H.Wirth 
536.431  Miles 


Lawrence  J.  Worthington 
735,000  Miles 


Mary  Ann  Swanson 
373,824  Miles 


Irvin  R  Keplinger,  Sr. 
312,472  Miles 


Tex  Armentor 
363,749  Miles 


Cynthia  Rochelle 
497,330  Miles 


Thomas  Jatko 
919,344  Miles 


Lee  E.  Johnson 
308,329  Miles 


John  T.  Swinehart 
647.000  Miles 


Milton  E.  Kaplan 
430,000  Miles 


Dennis  Bedford 
700.000  Miles 


Ron  Goodreau 
310,150  Miles 


John  Nolan 
703,181  Miles 


David  E.  Dent.  J  r 
799,134  Miles 


Edwin  D.  Sokol 
342.875  Miles 


THE  CLOSEST  THING  YET  TO  A 
PERPETUAL  MOTION  MACHINE 

For  years,  people  have  believed  it  possible  to  invent  a  machine 
that  once  started,  would  never  stop. 

Others  have  maintained  such  a  machine  could  never  exist 
They  obviously  don  t  drive  Volvos. 

VOLVO 

A  car  you  can  believe  in. 


CALL  TOLL  FREE  FOR  YOUR  CATALOG  OF  1990  VOLVOS  1-800-221-9136      ©  1990  VOLVO  NORTH  AMERICA  CORPORATION 


Wilh  their  new  AT&T  Networked  Computing  Solution,  Bridgestone/Firestone  MasterCare'  Automoi  ttfe, 
Aiid  by  choosing  us  to  network  their  1600  locations,  they'll  stick  to  working  on  cars,  not  computers,  in 


MaaeiOfC  Ls  a  regLSiered  irademark  of  Brtdgeyone/Firt-ytxie.  IfK    ©IS^p  AT&T 


:e  Centers  will  know  vou  in  places  vou  haven't  been  to  yet. 
s,  call  1 800  247-1212,' Ext.  594.  In  Canada:  1 800  387-6100. 


conomics 


I 


INTEREST  RATES  I 


U.S.  RATES  HAVE  A  MIND 
OF  THEIR  OWN 


The  notion  that  they're  bound  to  global  shifts  is  probably  wrong 


It's  becoming  the  height  of  economic 
fashion  these  days  to  proclaim  that 
the  Federal  Reserve  Board  has  lost 
much  of  its  muscle  when  it  comes  to 
influencing  U.  S.  interest  rates.  The  Fed, 
goes  the  argument,  has  ceded  its  power 
to  the  whims  of  foreign  investors  armed 
with  'round-the-clock  computerized  trad- 
ing systems.  In  the  new  world  of  global 
financial  markets,  U.  S.  rates  mimic  in- 
terest-rate developments  abroad,  no  mat- 
ter what  Fed  Chairman  Alan  Greenspan 
does.  Want  proof?  Witness  how  U.  S. 
rates  have  risen  in  tandem  witli 
higher  rates  in  both  West  Germa- 
ny and  Japan  for  much  of  this 
year  and  now  seem  to  be  movintr 
down  together. 

But  this  year's  lockstep  dance 
in  rates  may  be  a  one-shot  won- 
der. The  evidence  shows  that  dur- 
ing the  past  two  decades,  the 
links  between  overseas  markets 
and  U.  S.  rates  have  been  loose, 
despite  the  increased  flow  of 
money  across  national  bound- 
aries. Indeed,  rates  last  year  in 
Germany  and  in  Japan  rose  by 
about  a  percentage  point,  while 
yields  in  the  U.  S.  fell  by  a  simi- 
liar  amount  in  1989  (chart). 
'DOMINATING  FORCE.'  Early  this 
year,  rates  spiked  in  the  U.  S.  not 
because  they  were  pulled  up  by 
higher  rates  in  Germany  and  Ja- 
pan but  because  the  domestic  in- 
flation rate  soared  to  8.57'  in  the 
first  quarter.  And  now  rates  are 
easing  as  inflation  fears  have 
ebbed.  "Globalization  only  ex- 
plains a  small  piece  of  the  inter- 
est-rate action,"  says  Robert  M. 
Giordano,  director  of  economic  re- 
search at  Goldman,  Sachs  &  Co. 

The  Fed  controls  only  one  inter- 
est rate  directly,  the  fed  funds 
rate  (the  rate  that  banks  pay  on 
overnight  loans  among  them- 
selves). But  changes  in  the  fed 
:  'nds  rate  influence  to  varying 
,  ■'"rees  the  entire  spectrum  of 
i  :.:^  from  3-month  T-bills  to  30- 
yt  ui-  bonds.  If  the  Fed  has  suf- 
lercii  a  power  outage,  then  the 
ii'ipa  t  of  changes  in  the  fed 


funds  rate  on  other  rates  should  have 
declined.  But  it  hasn't.  According  to  a 
new  study  by  Morgan  Stanley  &  Co. 
economist  John  D.  Paulus,  in  the  period 
from  1985  to  1989,  a  100-basis-point  (one 
percentage  point)  change  in  the  fed 
funds  rate  led  to  a  69-basis-point  change 
in  the  10-year  Treasury  bond  rate.  Pau- 
lus then  looked  at  the  effect  of  a  one- 
percentage-point  change  over  25  years 
from  1960  to  1985  and  discovered  no  ap- 
preciable difference  in  the  fed  funds 
rate's  influence  over  bond  yields. 


U.S.  INTEREST  RATES  WENT  AGAINST 
THE  GLOBAL  TIDE  LAST  YEAR... 


9.0^ 


6.0 


...BUT  HAVE  MOVED  IN  TANDEM 
SO  FAR  THIS  YEAR 


4.5 


JAN.  FEB. 
1  PERCENT 

DATA:  SALOMON  BROTHERS  INC. 
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MAY' 


•AVERAGE  THROUGH  MAY  22 


The  Morgan  Stanley  study  also  shwsi 
that  short-term  rates  have  not  hecm 
hostage  to  foreign  markets.  Paulus  (m-i 
pares  short-term  interest-rate  change  ini 
the  U.  S.  to  rate  changes  in  Germ  iji 
France,  and  Britain  during  the  pas'Si^ 
years.  His  numbers  not  only  indisJte 
that  the  relation  between  U.  S.  and  ijr- 
eign  interest  rates  in  the  period  fjiit 
1985  to  1989  is  not  bigger  than  it  as 
from  1970  to  1985  but  also  that  the  ila 
tion  during  that  entire  period  is  stat.ti- 
cally  negligible. 

Why  are  U.  S.  financial  markets  ;i 
largely  insulated  from  foreign  inte:- 
rates?  Part  of  the  answer  is  that  lb 
money  managers  have  a  hard  time  fid- 
ing  financial  instruments  in  other  rir 
kets  that  are  easy,  close  substitutes  o; 
U.  S.  financial  assets.  That's  even  he 
case  when  the  foreign  country  ha  t 
huge  capital  market.  "Investors  'ho 
want  to  diversify  away  from  the  l,S. 
market  have  difficulties  finding  sulti- 
tutes,"  says  a  high-ranking  officiaiat 
the  West  German  BundesbanI 

True,  U.  S.  Treasury  bonds  ic 
West  German  government  bods 
are  reasonably  similar  to  e:hi 
other,  adds  the  Bundesbank  (fi 
cial.  But  it's  very  difficult  to 
securities  that  share  the  srn 
risks  and  maturities  once  in  * 
tors  step  away  from  the  diic; 
issues  of  national  governmot 
treasuries,  he  says.  For  instai* 
German  local-government  dbi 
isn't  directly  comparable  to  LS 
municipal  debt.  Corporate  bid 
prices  among  companies  in  su 
lar  industries  in  different  cciv 
tries  can  vary  widely,  too.  Im]-r- 
feet  substitution  is  an  impedin 
to  more  tightly  linking  finan; 
markets  around  the  world. 
GYRATIONS.  The  floating 
change-rate  system  impedes  c 
tal  mobility  and  weakens  the  1 
between  interest  rates.  Exchar 
rate  volatility  may  also  acco 
for  much  of  the  five-to-six-j 
centage-point  differential  that 
ten  separated  U.  S.  and  Brii 
rates  from  Japanese  and  Gem 
rates  during  the  1980s,  arg 
Ronald  McKinnon,  economist 
Stanford  University.  He  poi 
out  that  long-term  interest  ra 
were  remarkably  stable  un 
fixed  exchange  rates  betw- 
1879  and  1913.  U.  S.  railn 
bonds  hovered  around  47,  Brm 
consols  yielded  around  3?!,  :id 
French  rentes  and  other  Eurc? 
an  securities  were  sandwichecla 
between,  says  McKinnon. 
In  fact,  despite  all  the  talkil 
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ECONCI'. 


THE  NEW 
PRICE  LEADER. 


THE  LOWEST  PRICE. 
GUARANTEED  NEXT  MORNING  DELIVERY. 


When  it  comes  to  your 
bottom  line,  no  one  can 
top  Express  Mail®  service. 

Just  $8.75  for  an  8 
ounce  letter  Guaranteed* 
morning  delivery 
between  major  markets. 
Saturday  service  at  no  extra 
charge.  With  more  drop-off 


$8.75 


points  than  all  our  com- 
petitors combined. 

And  now,  we've 
improved  our  service 
even  more.  With  morning 
delivery  to  more  markets  than 
ever  before. 

Express  Mail  service 
from  your  post  office.  We  Deliver. 


EXPRESS  MAIL 

UNITED  STATES  POSTAL  SERVICE 


OQO 


*Some  restfictions  apply.  Check  with  your  local  post  oflice  for  details.  Published  rate  comparisons  April  1990.  ©  USPS  1990 


OFFICIAL  OLYMPIC  SPONSOR  CO 


"Something's  got  to  go,  Fenton. 
You,  me  or  this  mventon/—  ami  it's  not  going  to  be  me. 


CALL  EAL  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

EAL  -  Will  take  your  donated  material  and  use  it  to 
generate  scholarships  for  needy,  deserving 
students. 

EAL  -  Donations  could  mean  an  above  cost  tax 
deduction  -  IRS  Reg.  170(E)(3) 

EAL  -  Scholarships  are  given  in  the  donating 
corporation's  name. 

E.\L  -  Leverages  your  gift  to  help  participating  colleges. 


Ec"'.!  .-rational  Assistance  Ltcf.su 

P.O.  I      3021  •  GLEN  ELLYN.  ILLINOIS  60138 


Fur  Mure  Daails 
Call  708-690-0010 
Peter  Rdskum 
Execiilive  Diret  lur 


globalization,  as  measured  by  the  11 
ingness  of  savers  to  invest  in  over:  a 
assets,  the  world  financial  markets  r 
not  as  closely  linked  now  as  they  we' 
century  ago.  Capital  flowed  more  fr;' 
between  nations  from  1880  to  1913  i 
ing  the  heyday  of  the  gold  stanc 
compared  with  the  1965-to-1986  pei 
according  to  a  recent  analysis  by  Tai 
Bayoumi,  an  economist  at  the  IiUc 
tional  Monetary  Fund.  A  major  rea 
according  to  Jeffrey  A.  Frankrl, 
economist  at  the  University  of  Tal 
nia,  Berkeley,  was  that  investors  ili 
face  the  prospect  that  gyrating 
change  rates  could  wipe  out  the  \i  : 
from  the  investment. 
SAVAGED.  The  global  fallacy  shuws 
most  clearly  in  stock  markets.  W; 
January's  sudden  plunge  in  To 
seemed  to  be  taking  U.  S.  stocks  (in 
with  it,  the  two  markets  appeared  ti  i. 
ly  linked.  No  more.  The  Dow  Jonesin- 
dustrial  average  has  breached  sev; 
record   highs   recently,   while  Tuk 
stock  market  lies  in  the  doldrums — : 


The  fallacy  of  closely 
tie(d  world  financial 
markets  shows  up 

most  clearly  in  stocks 


aged  by  its  287f  dnjiJ  during  the 
three  months  of  the  year.  Foreign  m% 
tors  control  only  approximately  4'vo' 
the  Japanese  stock  market,  and  for(; 
holdings  of  U.  S.  stocks  total  a  merci 
here — both  fairly  small  cross-bou 
holdings.  "Domestic  investors  will^ 
ways  drive  stock  prices,"  says  kVdm 
Ross-Goobey,  chief  international  inv^t 
ment  strategist  for  James  Capel  &  'i. 

To  be  sure,  with  overseas  transact Bi 
by  both  foreign  and  U.  S.  investors  tol 
ing  some  $4   trillion  today,  finai 
flows  from  overseas  can  sometimes  I 
an  influence  on  American  markets,  i; 
al  shocks,  such  as  the  1987  stock  ma 
panic  or,  on  a  more  pleasant  note, 
fall  of  communism  in  Eastern  Eur^' 
do  abruptly  change  investor  percept' 
of  the  relative  attractiveness  of  diff*:' : 
securities  and  markets.  But  bai  rin 
major  psychological  shock  to  the  la 
kets,  the  Federal  Reserve  is  far  fill 
being  helpless  before  the  gnomes  ofib 
kyo  and  Frankfurt.  Someday,  the  2| 
may  lose  control  to  the  global  markel 
but  that's  still  a  long  way  off. 

By  Christopher  Farrell  in  New  It 
with  Blanco  Riemer  in  Paris,  Richan 
Melcher  in  Londori,  and  Karen  Mille 
Tokyo 
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HE  SOUNDS  OF  SILENCE 


■edders  room  air  conditioners.  The  art 
'rom  lightweight  "Pick-up"  portables  to 
models  -  in  cool  only  or  heat/cool  styl 
;an  install  in  any  window  or  through 
3ny  wall  -  Fedders  has  the  quiet, 
:]ual:!y  air  conditioner  just 
ight  for  you.  For  the  name 
3f  a  Fedders  dealer  near  you, 
:all  us  at  217/342-3901. 


You  can't  do  better  than  a  Fedders. 


ndustries 


EXPORTS  I 


HIGH-TECH  EXPORTS: 
IS  THE  DAM  BREAKING? 


European  pressure  may  end  most  curbs  on  sales  to  the  East 


CUSTOMS  AGENTS  SEIZED  THIS  POWERFUL  COMPUTER,  WHICH  WAS  BOUND  FOR  BULGARIA 


I  and  soldering  is  fine  for  building 
short-wave  radios  from  hobby 
I  kits.  But  during  a  recent  trip  to  a 
Polish  telecommunications  equipment 
factory,  experts  from  Communications 
Satellite  Corp.  were  astonished  to  see 
3,500  workers  bent  over  soldering  irons, 
assembling  switchboards  by  hand.  If 
modern  digital  communications  equip- 
ment becomes  the  norm  in  Eastern  Eu- 
rope, says  Chairman  Irving  Goldstein, 
"virtually  nothing  in  the  factory  can  be 
salvaged,  not  even  the  building." 

Sights  like  that  have  companies 
champing  at  the  bit  to  sell  long-denied 
Western  technology  in  Eastern  Europe 
and  the  Soviet  Union.  For  years,  Wash- 
ington has  fought  attempts  by  its  allies 
to  loosen  tough  controls  on  the  flow  of 
techiioiugy  under  the  17-nation  Coordi- 
nating ("ommittee  for  Multilateral  Ex- 
port Controls,  Cocom  for  short.  Now,  it 
seems  that  ( ompanies  will  finally  get  a 
chance  to  '  involved  in  the  East  at 
nearly  full  the  With  Eastern  Europe  in 
revolution,  the  B^sh  Administration  will 
finally  agree  to  a  major  easing  of  re- 
strictions at  a  Cocom  meeting  in  Paris 


on  June  7.  The  U.  S.  still  hopes  to  cut  off 
access  to  the  fastest  computers  and 
most  sophisticated  telecommunications 
gear,  but  even  that  may  be  untenable. 

If  Washington  is  able  to  save  the  Co- 
com list  at  all,  it's  likely  to  be  only  in  a 
much  shrunken  form.  European  allies 
argue  that  once  the  Deutschemark  be- 
comes the  official  currency  of  East  Ger- 
many on  July  2,  West  Germany  will  be 


OPENING  THE  WAY  TO 
TRADE  WITH  THE  EAST 

AT&T  is  just  starting  a  big  push  in  East 
Europe.  It  sold  a  $7  million  telecom 
switch  to  Poland  in  December 

CONTROL  DATA  is  poised  for  big  main- 
frame sales  in  the  Soviet  Union 

HEWLETT-PACKARD  expects  to  boost 
sales  of  advanced  computers 

II.S.  WEST  is  leading  a  consortium  pro- 
posing a  fiber-optic  cable  from  Europe 
to  Japan  via  the  Soviet  Union 


unable — and  unwilling — to  stop  the  | 
of  goods  to  the  German  DemocraticI 
public.  "Europeans  will  accept  on* 
very  limited  list  of  highly  significant f 
itary  items,"  predicts  Auke  Haags: 
legal  affairs  specialist  in  the  Euro] 
Community's  Washington  delegatio: 
But  U.  S.  business  is  ebullient.  A 
tional  Science  Foundation  report 
gests  Cocom  cost  U.  S.  industry  $9 
lion  in  lost  sales  and  administrs 
expense  in  1985  alone.  Even  under 
limits  the  Administra 
plans  to  propose  in  P; 
which  the  allies  wan 
loosen,   half  the  81 
U.  S.  Cocom-related 
export  licenses  might 
have  been  needed. 

That's  good  news 
Control  Data  Corp. 
Minnesota  compi 
maker's  Moscow  of 
didn't  have  much  to 
this  year  while  va 
waiting  for  Cocom 
proval  to  sell  six  m 
frames  worth  $35  mi! 
to  the  Soviets  for  ni 
ar-safety  engineer 
James  E.  Ousley,  pi 
dent  of  CDC's  comp 
division,  predicts  "an 
portunity  for  sizable 
enues"  later  this  yeai 
American  Telephon 
Telegraph  Co.,  the  B 
Bells,  and  other  telec 

  munications  compai 

see  the  opening  of  the  East  as  a  poi 
tial  land  rush.  The  Soviets  hope  t 
telecommunications  will  be  to  the  Sof 
Union  what  the  railroads  were  to  t 
American  West.  The  Soviets  are  ban! 
on  eventual  Cocom  approval  of 
Trans-Siberian  Line,  a  proposed  pro 
led  by  U.  S.  West  Inc.,  using  7,500  nr 
of  fiber-optics  cable.  It  will  be  "the  b; 
bone  of  the  future  Soviet  telephone 
work,"  says  Victor  Y.  Isaev,  a  Comm 
cations  Ministry  official.  Also  b 
needed:  telecommunications  switches 
LEAPFROG.  Most  U.  S.  companies  art 
ready  playing  catch-up,  however.  W 
a  State  Dept.  delegation  visited  i 
Germany's  international  radio  age 
last  March,  they  were  the  first  An 
cans  to  set  foot  in  the  building.  "Ev- 
one  said,  'Where  are  the  America 
Can't  you  get  some  Americans  in  I 
before  the  West  Germans  eat 
lunch?'  "  recalls  Diana  Lady  Dougai 
former  Assistant  Secretary  of  St 
who  led  the  group. 

Munich-based  Siemens,  for  one,  pi 
a  12,000-person  service  and  sales 
work  in  East  Germany  in  the  next 
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JUST  BECAUSE 
YOU  HAVE  A  10r  OF 
NFFERENT  COMPUTERS, 
DOESN'T  MEAN 
YOU  NEED  A  lOr  OF 
DIFFERENT  PRINTERS. 


It's  bad  enough,  mixing  Macintosh;  IBM"  PC, 
JNDC  and  mainframes  in  the  same  company.  At  least 
ou  should  be  able  to  standardize  on  one  laser  printer. 

With  PostScript'  software  from  Adobe;  you  can. 

As  long  as  it's  an  Adobe  PostScript  printer,  it's 
ompatible  with  all  those  different  computers.  Because 
ne  thing  those  machines  all  have  in  com- 
non  is  genuine  PostScript  software 
rom  Adobe. 

What's  more,  every  type  of  soft- 
ware application — from  word  processing 
0  desktop  publishing  to  spreadsheets — 
an  output  to  a  PostScript  printer. 


So  when  it  comes  to  compatibility,  PostScript 
printers  are  unsurpassed. 

And  now  that  every  major  printer  manufacturer 
offers  a  line  of  Adobe  PostScript  printers,  getting  the 
right  features,  service  and  price  is  simple,  too.  Since 
PostScript  printers  are  easy  to  use,  fast  and  produce 
great-looking  output,  you  won't  find  a  safer  buy. 

PostScript  software  from  Adobe.  A  beautifully 
simple  printer  solution. 

For  more  information  and  a  complete  list  of 
PostScript  output  devices,  call 
Adobe  Systems  at  1-800-952-6300, 
Department  173. 


J PostScript  '  Adobe,  the  Adobe  logo.  PostScript  and  the  PostScript  logo  are  trademariss  of  Adobe  Systems  Incorporated,  registered  in  the  U  8  A  Macintosh  is  a  registered  trademark  ol  Apple  Computer.  Inc  IBM  is  a 
Software  From  Adobe     registered  trademark  ot  International  Business  Machines  Corporation  UNIX  is  a  registered  trademark  of  AT&T  Information  Systems  C>  1990  Adobe  Systems  Incorporated  All  rights  reserved 
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years.  It  has  signed  more  than  20  letir?^ 
of  intent  for  manufacturing  of  coin]) > 
hardware  and  other  high-tech   t  ( 
ment.  Siemens  also  hopes  to  builcia 
East  German  cellular  phone  networ 

Other  Europeans  are  pushinu  i 
fast.  France's  Groupe  Bull  expects 
Eastern  Europe  sales  to  mushroom  hi 
just  $15  million  to  $150  million  in  tift 
years.  The  computer  maker  signe! 
joint  venture  agreement  with  Hungap 
Videoton  to  manufacture  and  mac 
computers  throughout  the  East, 
don't  think  Cocom  will  block  what 
want  to  do,"  says  Gerard  Bloch- 
ange,  Bull's  strategist  for  East  Eur| 

Telecommunications  aside,  U.  S. 
panies'  best  hope  is  computers.  Alrd 
things  are  moving  so  fast  that  "ej 
time  I  come  to  work,  I  have  to  p| 
myself,"  says  Roger  L.  Grossel, 
lett-Packard  Co.'s  export  administra 
manager  in  Washington.  Most  off-l 
shelf  personal  computers  and  s{ 
mainframes  for  banking,  airline  rese 
tions,  and  other  civilian  uses  are  likell 
be  freed  for  sale  in  the  East.  This  all! 
HP  to  sell  once-banned  advanced  PCs 
ing  the  Intel  Corp.  80386  microproce| 
and  some  minicomputers. 
'AVALANCHE.'  Some  companies  say 
the  tough  U.  S.  stance  on  technol 
flow  put  them  at  a  disadvantage  to  I 
eigners  during  the  cold  war.  In  mac| 
tools,  Cocom  "choked  off  anyone's  ir 
est  in  wanting  to  be  a  marketer'! 
Eastern  Europe,  laments  Albertf 
Moore,  president  of  the  U.  S.'s  macl 
tool  association.  Last  year,  U.  S.  macl 
tool  sales  to  the  Soviets  were  up  sixtl 
fold— but  still  totaled  only  $21.9  millT 
a  tiny  fraction  of  sales  by  European  [ 
Japanese  rivals.  John  F.  Townsenc] 
vice-president  at  Wisconsin-based 
dings  &  Lewis  Machine  Tools  Co., 
plains  that  "some  foreign  competij 
were  [more]  at  liberty  to  deal  with 
em  bloc  countries"  than  U.  S.  compa| 
because  other  Cocom  nations  were 

The  Administration  is  loosening] 
grudgingly.  It  is  negotiating  with 
Germany  to  upgrade  the  nation's 
toms  inspections  and  border  cont 
with  Poland.  And  the  Pentagon  ar§ 
that  some  civilian  digital  teleph 
switching  equipment  can  be  used  in 
missile  system-s — so  the  Administra 
hopes  to  bar  some  of  AT&T's  most 
phisticated  equipment  and  software. 

The  U.  S.  is  clearly  fighting  the  in 
"The  avalanche  has  begun,"  notes  H; 
Gerd  Neglein,  the  executive  char 
with  Siemens'  push  East.  Now,  the 
not  much  way  of  holding  it  back. 

By  Paul  Magnusson  in  Washington, 
Peter  Coy  in  New  York,  Rosemarie  B 
in  Moscow^  Zachary  Schiller  in  CleveU 
and  bureau  reports 


WHY  HONG  KONG  POPPED  UP 
ON  THE  PENTAGON'S  WATCH  LIST 


HONG  KONG  KEYBOARD  GAMES:  U.S.  HIGH-TECH  GEAR  IS  STILL  ARRIVING— BUT  SLOWLY 


Just  as  technology  flow  to  Eastern 
Europe  and  the  Soviet  Union  is 
loosening  up,  Hong  Kong  is  get- 
ting hit.  As  a  British  crown  colony, 
Hong  Kong  has  the  right  to  receive 
sensitive  exports  under  Cocom,  the  or- 
ganization of  17  Western  nations  that 
controls  technology  flow  to  Communist 
countries.  But  since  last  June,  a  secre- 
tive arm  of  the  Defense  Dept.,  the  De- 
fense Technology  Security  Administra- 
tion (DTSA),  has  put  Hong  Kong  on  a 
watch  list  that  includes  Libya,  Syria, 
and  Iraq.  "Companies  in  Hong  Kong 
are  worried  that  being  reviewed  with 
international  bad  guys  bodes  ill  for 
Hong  Kong's  future,"  says  Lyn 
Edinger,  Honeywell  Inc.'s  Hong  Kong- 
based  managing  director  for  China. 

Why  Hong  Kong?  Since  the  Tianan- 
men Square  massacre,  the  Pentagon 
has  frozen  high-tech  exports  to  China. 
The  Pentagon  sees  Hong  Kong  as  a 
potential  diversion  point  for  high  tech 
to  China.  The  DTSA  apparently  fears 
that  Hong  Kong  can't  ensure  that  sen- 
sitive technology  won't  be  resold  to  the 
Chinese.  The  Pentagon  won't  comment 
about  its  Hong  Kong  policy. 
LOSSMG  BUSINESS.  A  valuable  volume  of 
trade  is  at  sta.ke.  Hong  Kong  bought 
$3  billion  in  U.S.  high-tech  gear  last 
year.  Geotech  Ltd.,  for  instance,  dis- 
tribute: computer  equipment  from 
Convex  Sun  Microsystems,  Unisys, 
and  Calcomp  in  Hong  Kong.  Geotech's 
local  managing  director.  Ho  Hau,  says 


his  company  has  met  with  delays  in 
getting  licenses  to  bring  in  U.  S.  com- 
puters for  Hong  Kong  customers.  A 
Hong  Kong  toy  company,  which  re- 
fuses to  have  its  name  used,  nearly 
missed  Christmas  deliveries  because  it 
took  three  months  instead  of  a  week  to 
get  a  U.  S.-made  design  tool. 

Hong  Kong  fears  a  wider  crackdown 
as  1997,  when  China  takes  control  of 
the  colony,  nears.  The  American  Cham- 
ber of  Commerce  in  Hong  Kong  is 
warning  that  U.  S.  high-tech  sales  to 
the  colony  could  be  crippled  by  1992  or 
1993.  The  Hongkong  &  Shanghai  Bank- 
ing Corp.,  for  one,  is  a  major  buyer  of 
IBM  computers.  Treating  Hong  Kong 
like  China  would  make  such  purchases 
impossible,  warns  John  Strickland,  the 
bank's  director  for  technology.  Walter 
J.  Sousa,  Hewlett-Packard  Co.'s  man- 
aging director  for  Asia,  warns  that 
sales  of  high-speed  workstations,  high- 
tech design  systems,  and  some  instru- 
ments may  be  in  jeopardy. 

In  late  May,  the  Hong  Kong  Ameri- 
can Chamber  of  Commerce  sent  a  dele- 
gation to  Washington  to  lobby  for  a 
free  flow  of  technology  to  Hong  Kong. 
The  colony  has  allies  in  the  U.  S.  Com- 
merce Dept.,  which  promotes  U.  S.  ex- 
ports abroad.  A  Commerce  official  in 
Hong  Kong  says  the  colony  does  a 
good  job  of  stopping  technology  leaks 
to  China.  But  for  now,  worries  about 
aiding  China's  hardline  regime  abound. 

By  Dinah  Lee  in  Hong  Kong 
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800  reasons 
to  leave  ATS^T. 

Choose  MCI  800  Service '  for  reasons 
like  Itemized  Call  Detail.  Unlike  AT&T, 
we  offer  it  to  all  our  customers.  And 
MCI's  Call  Detail  provides  the  complete 
phone  number  of  virtually  every  call. 
Imagine  what  you  could  ao  with  that 
information. 

Or  choose  MCI  800  Service  for  real- 
time calling  number  identification.  Only 
MCI  '  offers  it  to  your  business  today  using 
the  standard  signaling  technology  you 
already  have.  So  you'll  be  able  to  help  your 
customers  faster  than  ever  before. 

What's  more,  there's  Direct  Termina- 
tion Overflow^"  (DTO),  one  of  MCI's 
advanced  routing  features.  If  your  dedicated 
MCI  800  lines  are  jammed  with  custom- 
ers, the  extra  calls  will  be  automatically 
switched  onto  your  regular  business  lines. 

But  some  of  the  best  reasons  to 
choose  MCI  800  Service  are  unsurpassed 
call  quality  and  MCI  specialists  who  will 
customize  our  800  Service  to  your  needs 
and  be  there  to  answer  questions,  24  hours 
a  day  7  days  a  week. 

If  you  sign  up  now  we'll  give  you  a 
special  credit*  just  for  switching,  plus  a  sat- 
isfaction guarantee.  If  you're  not  completely 
satisfied  we'll  pay  to  re-install  you  to  your 
old  carrier. 

For  even  more  reasons  to  switch, 
contact  your  MCI  Account  Representative 
or  call  1-800-888-0800. 


MCI 

Let  us  show  you: 

'Credit  equal  to  25%  of  fourth  month's  bill  Customers  must  spend  S2,500+  in  that 
month  per  800  number  and  remain  an  800  Service  customer  for  one  year 
t  ■  MCI  Communications  Corporation,  1990 
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FUEL  WARS:  BIG  OIL 
IS  RUNNING  SCARED 


Congress  will  likely  force  refiners  to  start  making  gasohol  soon 


Until  recently,  when  most  people 
mentioned  "Big  Oil"  and  "the  en- 
vironment" in  the  same  sentence, 
it  was  usually  to  say  something  nasty 
about  oil  spills.  Then,  last  fall,  Atlantic 
Richfield  Co.  won  good  publicity  and  big- 
ger sales  by  introducing  a  cleaner-burn- 
ing gasoline  in  Southern  California.  So, 
in  recent  weeks  Phillips,  Conoco,  Shell, 
and  others  have  tested  cleaner  blends, 
too,  backing  them  with  big-bucks  ad 
campaigns.  They  obviously  think  clean 
gas  is  a  winner.  But  while  the  refiners 
may  make  reformulated  gasoline  pay 
off,  they've  got  a  lot  of  hard  road  ahead 
before  they  do. 

So  far,  most  of  the  reformulations 
have  been  easy — and  thus  relatively 
cheap.  But  now.  Congress  appears  ready 
to  legislate  specific  new  formulas  for 
much  cleaner  gas  that  the  industry  says 
could  require  up  to  $30  billion  in  spend- 
ing for  new  fuel  tanks  and  retooled  re- 
fineries and  drive  prices  up  15(t  a  gallon. 
The  Senate  passed  one  such  measure  in 
April.  And  despite  heavy  lobbying  by  oil 
interests,  key  House  mem- 
bers agreed  on  similar  pro- 
posals on  May  21. 
Call  it  Fuel  Wars,  Part 

THE  ROAD  TO 
CLEANER  GAS 

1886 

First  auto  built;  gasoline  is 
the  fuel 

1909 

Ford  begins  moss  produc- 
tion of  cars 

1972 

Ethyl  Corp.  introduces 
"ethyl"  gasoline 

1950 

High-octane  premium  gas- 
oline production  expands 
to  ';otisfy  new  high-com- 
pression engines 

oiondard  Oil  of  New  Jer- 
se,. ,  now  Exxon,  introduces 
first  superpremium  gas 


II.  Last  year,  oil  producers  defeated  a 
White  House-backed  effort  to  replace 
gasoline  with  methanol,  an  alcohol  made 
from  natural  gas  or  coal.  Now,  Big  Oil  is 
jousting  with  supporters  of  ethanol,  or 
grain  alcohol.  The  proposals  cover  what 
goes  into  a  typical  blend  of  gasoline  sold 
in  the  nine  urban  areas  with  the  worst 
concentrations  of  ground-level  ozone  (ta- 
ble, page  136).  The  measures  call  for 
ozone-producing  aromatic  compounds  to 
be  cut,  by  the  mid-1990s,  to  25%  of  the 
blend  from  337'  on  average  and  replaced 
with  a  lO'/'-to-lS'/f  blend  of  either  ethanol 
(making  what's  known  as  gasohol)  or 
ethers  such  as  methyl  tertiary  butyl 
ether  (MTBE).  Both  ethanol  and  MTBE  add 
oxygen  to  fuel;  that  improves  combus- 
tion and  reduces  emissions  of  carbon 
monoxide  and  unburned  hydrocarbons. 
But  the  oil  companies  say  proponents 
overstate  the  gains  from  ethanol  and 
warn  that  any  large-scale  reformulation 
of  gas  will  be  wrenching — far  worse 
than  the  huge  job  of  phasing  out  lead. 
Refiners  hate  ethanol  for  the  same 


I 


reason  they  hated  methanol:  Alcohol) 
sorbs  water  when  transported  by  jpi 
line,  so  it  must  be  stored  in  sepait 
tanks  and  blended  with  gas  at  termia 
around  the  country.  Under  the  Se  i 
bill,  from  1991  to  1994  refiners  will  1 
to  phase  ethanol  into  gas  blended  foi 
44  U.  S.  cities  with  the  worst  car 
monoxide  problems.  As  other  cities  c  i 
or  for  gasohol,  ethanol's  share  of.h 
$115  billion  in  U.  S.  gas  sales  could  &i 
ble,  to  15%.  Since  oil  companies  cti 
grow  grain,   that's  revenue  Big 
loses — $1  billion  for  each  point  of 
ket  share  ethanol  captures. 
SMOG  MACHINE.  Ironically,  the  coigt 
nies'  predicament  traces  back  to 
mandate  to  get  lead  out  of  gas.  \\r 
they  replaced  it  with  aromatics,  the,\i 
changed  one  form  of  pollution  for  ai  t 
er.  Aromatics  add  octane  to  gas  Ix-c; 
they  burn  slowly.  But  some  escape, 
burned  through  the  exhaust  system  i 
react  in  sunlight  to  form  smog 

Congress  wants  to  attack  this  pro' 
by  targeting  the  nine  most  severe! 
fected  urban  centers  now  and  ad 
perhaps  50  or  more  to  the  list  by  the 
1990s.  Refiners  would  have  to  incnis 
the  oxygen  content  of  their  blends  :o 
these  areas  all  year  round.  In  wiiei 
when  carbon-monoxide  problems 
worse,  they  would  also  have  to  add  t , 
nol  to  fuel  sold  in  the  44  areas  spec* 
in  the  Senate  bill.  Some  cities,  suclr 
New  York,  are  targeted  for  both  n;; 
and  carbon-monoxide  reductions. 
ARCO  made  reformulation  look  e: 
By  substituting  MTBK'o 
lead  and  some  aromatic  i 
its  gas,  it  reduced  air  pi' 
tion  from  ozone-forii:. 


1972 

EPA  announces  plan  to 
phase  out  lead 

1985-86 


Lead  content  reduced  to  < 
trace.  In  premium,  lead  re 
placed  with  compounds 
that  contribute  to  ozone 

1989 


Congress  begins  debate  c 
new  Clean  Air  Act,  consic 
ers  replacing  gasoline  wit 
alcohol  fuels 

1989 


ARCO  introduces  cleaner 
gas  to  replace  leaded 

1990 


Other  major  companies 
follow  suit 

DATA:  BW  AND  MARK  EMOND 
PETROLEUM  CONSULTANTS 


CHAIRMAN  COOK:  ARCO'S  NEW  FORMULA  IS  A  HIT  IN  LOS  ANGELliS 
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INDU 


0/ 

/o 


Annual 

Percentage 

Rate 


PUTSVOUjlM 

MnHinv 

NIHROIID 


HI  79%  79% 
A.RR.  MhUa.RR.  MbUa.I 


.RR. 


24  MONTHS 


36  MONTHS 


48  MONTHS 


AMOUNT 
FINANCED* 

MONTHLY 
PAYMENT 

$10,000 

$452 

$12,000 

$542 

$15,000 

$678 

AMOUNT 
FINANCED* 

MONTHLY 
PAYMENT 

$10,000 

S313 

$12,000 

$375 

$15,000 

$469 

AMOUNT 
FINANCED* 

MONTHLY 
PAYMENT 

$10,000 

$244 

$12,000 

$292 

$15,000 

$365 

*Amount  financed  is  after  a  20%  down  payment. 

Now  you  can  drive  GM  quality  at  a  great  GMAC  rate— 79%  — on  payment  terms 
up  to  48  months.  It's  available  on  select  new  1990  GM  cars  and  trucks.  Choose 
the  term  that  fits  your  budget  and  get  on  the  road  with  a  great  GM  value. 

Qualified  retail  buyers  must  take  delivery  from  dealer  stock  Dealer  financial 
participation  may  affect  consumer  cost.  Expiration  dates  vary  See  your  participating 
GM  Dealer  for  details. 


GMAC 


Quality  financial  sen/ices  for  quality  GM  products 

CHEVROLET  •  PONTIAC  •  OLDSMOBILE  •  BUICK  •  GMC  TRUCK 


c  1990  GIVIAC.  All  Riglnts  Reserved. 


ONE 

GREAT  RATE 

ON  THESE 

GREAT 

1990 

GM  CARS 

ANO 

TROCKS 


CHEVROLET 


Bererta 
Corsica 
Camarot 

1991  Caprice  (offer 

ends  6/11/90) 
Cavalier 
Celebrity 
Geo  Metro 

(excludes  convertitjies) 
Geo  Prizm 
Geo  Storm 
Lumlna 
Lumina  APV 
Geo  Tracker 
S-10  Pickup 

2-  &  4-Wheel  Drive 
S-10  Blazer" 

2-  &  4-Wheel  Drive 
Full-size  Blazer 

4-Wfieel  Drive 
Suburban 

2-  &  4-Wheel  Drive 
Full-size  R/V  Pickupstt 

2-  &  4-Wtieel  Drive 
Full-Size  C/K  Pickups"" 

2-  &  4-Wtieel  Drive 
Sportvan/Ctievy  Van* 
Astro  Van  .' 


PONTIAC 


6000 
Bonneville 
Flrebirdt 
Grand  Am 
Grand  Prix 
LeMans 
Sunbird 
Trans  Sport 


i 


Oldsmobile 


Cutlass  Ciera 
Toronado 


BUICK 


S15  Pickup 

2-  &  4-Wtieel  Drive 
S-15  Jimmy" 

2-  &  4-Wheel  Drive 
Full-Size  Jimmy 

4-Wheel  Drive 
Suburban 

2-  &  4-Wheel  Drive 
Full-Size  R/V  Pickupstt 

2-  &  4-Wheel  Drive 
Full-Size  C/K  Pickups"" 

2-  &  4-Wheel  Drive 
Vanduta/Rally  Wagont 
Sufoii  Van5 

tincludes  1991. 
■"Includes  1991  2-doof 

models 
tt6  9%  A.PR.,  limited  term 
"■"Excludes  454  SS  models. 
tExcludes  cutavifoy 
models 

^Excludes  all-wheel-dfive 
models 


AsRstA 

AndY)uCa. 


Gets. 
etItRst. 


standard  Features 


i486  Native  Design 

iVIicro  Cfiannel  Arctiitecture 

128KB  01  High-Speed  Cache  Memory 

SuperVGA  Display  Adapter 

Small  Computer  System  Interlace 
(SCSI)  Multi-Peripheral  Controller 

Worldwide  Service  and  Support 

Available  Now 


The  NCR  PC486/MC  is  one  fast  machine.  PC/Computing  reports  "the 
PC486/MC  is  on  the  front  edge"  of  486  desktops.*  With  its  dual  high-speed 
cache  design,  the  system  takes  flill  advantage 
of  the  performance  potential  of  the  i486™  micro- 
processor. And  its  implementation  of  Micro 
ChanneF  architecture  makes  it  the  clear  leader 
in  providing  full  32-bit  performance. 

According  to  BYTE  Lab  benchmarks,  the 
PC486/MC's  "mass  storage  subsystem  (with 
a  100MB  SCSI  hard  drive)  turned  in  the  fastest 
performance  we've  ever  measured!'* 

Our  PC  is  the  only  native  design  486  Micro  Channel  machine  from 
a  major  vendor  now  available.  We've  not  only  released  it  for  sale,  we're  deliv- 
ering it  in  volume.  The  competition  will  eventually  release  a  native-design 
486.  But  how  long  will  it  be  before  they  can  deliver? 

The  PC486/MC  is  ideal  for  MlPS-hungry  applications  like  large  spread- 
sheets, financial  modeling,  simulations,  CAD,  and  networking. 

It's  the  first  of  a  family  of  advanced  PCs  that  will  lead  the  market  in 
speed,  power,  and  availability 

Our  PC  family  also  includes  high-performing  286™  and  386"'-based  PCs. 
Backed  by  the  resources  of  a  $6  billion  computer  company  with  service  and 
support  in  nearly  every  country  in  the  world.  And  a  commitment  to  quality 
that  is  unequaled. 

Call  1  800  544-3333  for  a  free  six-page  486  PC  comparison  brochure. 
We'll  also  put  you  in  touch  with  the  NCR  or  Businessland  representative, 
or  other  Authorized  NCR  Reseller  nearest  you. 


N  G  R 


Open,  Cooperative  Computing. 
The  Strategy  For  Managing  Change. 


NCR  is  the  name  and  mark  of  NCR  Corporation.  Micro  Channel  is  a  trademark  of  IBM  Corporation.  486, 386,  and  286  are  trademarks 
of  Intel  Corporation.  'Sources;  rc/Compu/in^,  March  1990.  BYTEWEEK.WWW  C  1990  NCR  Corporauon. 
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ndustries 


compounds  by  120  tons  a  day,  or  7%,  in 
Southern  California.  "The  state  air  quali- 
ty board  tries  hard  to  get  half  a  ton  a 
day  out,"  says  Lodwrick  M.  Cook,  ar- 
CO's  chairman. 

HARD  TO  FIX.  Other  companies  will  find  it 
tough  to  duplicate  that  gain,  however. 
Measured  against  the 
likes  of  Texaco  and 
Chevron,  ARCO's  gaso- 
line sales  are  small;  it 
sells  in  only  five  West- 
ern states.  The  big  re- 
finers don't  have  the 
same  kind  of  storage 
and  processing  flexi- 
bility nationwide  to 
make  similar  reduc- 
tions. Shell  Oil  Co.  es- 
timates its  new  fuel 
will  reduce  unburned 
hydrocarbons  less 
than  3%  in  summer  in 
nine  test  markets. 

And  the  refiners  claim  the  new  rules 
only  compound  the  difficulties.  Since 
each  refinery  is  configured  differently, 
they  say,  it  makes  more  sense  to  set 
final  goals  for  air  pollution  and  let  each 
company  decide  how  to  meet  them.  An 
American  Petroleum  Institute-sponsored 


WHERE  OZONE 
IS  WORST 


lOS  ANGELIS  BASIN 
BALTIMORE 
CHICAGO  AREA 
HOUSTON  AREA 
MILWAUKEE  AREA 
NEW  YORK-NEW  JERSEY 
HARTFORD  REGION 
PHILADELPHIA  AREA 
SAN  DIEGO 

DATA:  ENVIRONMENTAL  PROTEaiON  AGENCY 


study  even  claims  that  ethanol  can  boost 
smog  by  67^.  The  companies  want  more 
research,  but  opponents  say  the  industry 
is  just  stalling.  "No  one  trusts  [oil  com- 
panies] to  do  the  job,"  says  Charles  L. 
Gray,  director  of  the  Environmental  Pro- 
tection Agency's  emission  control  tech- 
nology division  in  Ann 
Arbor,  Mich. 

The  biggest  cost 
will  be  building  oxy- 
gen-production facili- 
ties. Today's  supply  of 
oxygenators  would 
meet  only  609!  of  esti- 
mated future  demand 
if  the  Senate  bill  is  im- 
plemented, says  Infor- 
mation Resources  Inc., 
an  alcohol-fuel  indus- 
try consultant.  An 
MTBE  production  facili- 
ty for  a  midsize  refin- 
ery would  run  about 
$150  million.  MTBE  now  sells  for  around 
94(t  a  gallon,  or  507(  more  than  what  it 
costs  to  turn  out  regular  unleaded  gas. 

For  the  44  cities  with  bad  carbon-mon- 
oxide problems,  the  companies  will  have 
to  invest  in  ethanol  plants  as  well.  Yet 
ethanol  is  competitive  with  gasoline  only 


because  of  federal  tax  subsidies  totib 
60$  a  gallon — and  these  expire  ii\ 
Refiners  also  fear  wild  price  fluctua  ; 
in  ethanol  made  from  corn. 

Moreover,  the  companies  contend] 
after  they  do  all  this,  their  refineries 
require  more  oil  to  produce  the 
amount  of  gasoline.  "[Oil  company] 
and  operating  costs  are  going  up, 
gins  down,"  predicts  John  R.  i)oi 
senior  vice-president  of  Pace  Coi 
tants,  an  industry  consultant. 

Still,  the  major  oil  companies, 
together  command  85%  of  the  U.  S. 
ket,  clearly  have  the  wherewith£ 
make  cleaner  gas.  The  switch  may 
help  them  increase  their  grip  on  the 
ket:  Some  analysts  predict  that  sm| 
independents  will  be  driven  out.  Inc 
citing   big  environmental  expei| 
ahead,  Tosco  Corp.  put  its  140,000-b2 
a-day  refinery  in  San  Francisco  up 
sale  last  fall — only  to  pull  it  off  the 
ket  when  buyers  failed  to  materia 
And  since  ARCO  came  out  with  its 
formula,  its  share  of  Southern  Call 
nia's  market  has  reached  33% — up  tl 
points  since  last  August.  That  kini 
gain  could  turn  the  big  companies 
true  believers  yet. 

By  Mark  Ivey  in  HoiA 


PARTS  PALLETIZER  "SWINGNER" 

MYOTOKU  LTD.  -  one  of  the  leading  manufacturers  or 
Factory  Automation  System  -  tias  developed  epoch-making 

automatic  equipment. 
This  is  automatic  parts  palletizing  equipment  called  as 
"SWINGNER"  for  aligning  ultraminiature  parts  such  as 
0-rings,  Washers,  Pins  &  Terminals: 

SEEKING  TIE-UP  COMPANY!! 

We,  MYOTOKU  LTD.,  are  seeking  tie-up  company  for  joint-] 
business  with  us  in  USA  -  manufacture  of  pallets  in  US> 
and  supply  the  complete  unit  to  the  customers.  Tb 
equipment  is  available  for  testing  operation  in  oui 

USA  Office 

Are  welcome  any  parties  who  are  interested  in. 


•  Productivity  by  Introducing  SWINGNER 
Past  -  Manual  Assembly  12,000  units  I  day  15  workers 
Now  -  Auto.  Assembly  72,000  units  /  day  1  worker 
•  Investment  cost  only  $30,000  per  unit 
Saves  labor  cost  over  $200,000  per  year 

in  Japan. 

A:  Workpiece  (pin)  size:  00.2  x  24mm(L) 
B:  Push  Switch:  00.5  x  7.3mm(H) 


mOTOKU  LTD.,  Overseas  Operation 

No.  3^-11,  3-chome.  Ikegami,  Ohta-ku.  Tokyo,  Japan 
Tel:  03-754-1681,  0401        Fax:  03-754-9211,  0930 


USA  Office:  CONVUM  INTERNATIONAL  CORP. 

20710,  Manhattan  Place,  Suite  #133,  Torrance,  CA90501,  USA 
Tel:  (213)  328-2281         Fax:  (213)  533-0286 
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ALL  OVER  THE  WORLD. 
COMPANIES  HAVE  STOPPED 


COMPUTER  SYSTEMS. 
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HUT'S  GOTTEN  INTO  THEM? 


EMCS  ORION  Solid 
State  Disk  Subsystem. 

The  smallest,  fastest, 
most  reliable  Solid 
State  Disk  device 
available,  Ttie 
ORION-ST  (pictured 
here)  stands  just  26" 
high  One  ORION 
Series  subsystem  can 
increase  the  power  ot 
up  to  eight 
mainframes 
simultaneously. 


For  many  of  the  world's  major  corpo- 
rations, getting  a  better  computer  sys- 
tem doesn't  mean  gettmg  a  new  one. 
It  means  gettmg  more  performance 
out  of  the  computer  they've  already 
paid  for. 

And  where  do  these  large  computer 
users  turn  to  enhance  their  informa- 
tion assets'  To  a  company  called  EMC. 

EMC  Corporation  makes  faster,  more 
powerful  computer  systems  -  without 
making  computer  systems  at  all. 
Instead,  EMC  provides  the  memory, 
storage  devices  and  system-wide  strate- 


gic thmkmg  that  extend  a  computer's 
speed,  capacity  and,  yes,  life  expectancy. 
EMC's  products  boost  the  capabilities 
of  the  most  sophisticated  computer  sys- 
tems manufactured  by  IBM,  Digital, 
Hewlett-Packard  and  Wang. 
And  EMC's  customers  include  more 
than  half  of  the  Fortune  500. 

What's  gotten  into  the  world's  largest 
computer  users? 

EMC.  The  one  computer  investment 
that  protects  all  your  others. 

For  more  information  about  turning 
your  present  computer  into  a  better 
computer,  call  us,  toll-free,  at: 

1-800-222-EMC2  Extension-6400. 

(InMA,caU 
508-435-1000) 


EMC 


THE  SYSTEM  ENHANCEMENT  COMPANT. 


THE  POWER  THAT  AI.F 


EXPAJSnDS  TO  YOl  C 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  conneaion.  It  gives  you  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  conneaivity  is  the 
key.  Getting  everybody  and  everything  - 
ex'Ciything  —  working  together  to  multiply 
the  total  effect  of  increased  individual 
efficiency  and  productivity.  All  of  which 
should  keep  your  bottom  line  looking 
better  and  better. 

MACINTOSH  SYSTEMS  - 
CONNECTIBLE  AND 
COMPATIBLE 

Apple  Macintosh  computers  all  share 
the  same  operating  system,  so  you  don't 
have  to  waste  time  choosing  one.  And 
since  Macintosh  comes  with  built-in 
networking  capability,  you  can  integrate 
with  virtually  any  other  computer 
system.  MicroAge  can  show  you  how. 


Macintosh®  IIx 


EXPANDING 
YOUR  POWER  K 
BE  THE  BEST. 


MICROAGE  MAKES  IT  EA! 

MicroAge  becomes  your  complete' 
microcomputer  business  partner: 
sultation,  needs  analysis,  plannin 
designing,  networking,  integratin 
different  computer  systems,  traini 
service  and  continuiuq  consultatioifi 
MicroAge,  you  become  a  valued  c 


0  I'^'^O  MCCl  MicroAge  is  a  registered  iratlemark  of  MicroAge  Computer  Ceniers,  Inc  MicroAge  is  an  iniernational  sales  organization 


4nRE  GQMR^rsre: 


)NAL  CAPABILITIES 
LOCAL  CONNECTIONS 

letwork  of  more  than  500  loca- 
icroAge  offers  local  access  to  our 
e  national  capabilities.  Founded 
MicroAge  was  the  first  computer 
rganization  to  develop  and 
?nt  a  tme  solutions  selling 
h.  Nobody  can  answer  your 
mputer  business  needs  better 
croAge  and  Apple. 


Macintosh  helps 
individuals  realize 
their  full  potential, 
even  beyond  their 
expectations. 


CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want 
to  help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  Apple  authorized  MicroAge 
or  MicroAge  Affiliate  location  nearest 
you,  call  1-800-876-1530. 


McxoAge' 


&  MicroAge  Affiliate  Locations 

I  franchises  and  company-owned  centers,  Apple,  the  Apple  logo  and  Macintosh  are  registered  trademarks  of  Apple  Computer,  Inc 


AGRICULTURE  I 


Too  many  times 
farmers  have 
been  portrayed 
as  trigger-happy 
pesticide  users' 


THE  GOOD  EARTH  MAY  GET 
EVEH  HARDER  TO  TILL 


Farmers  and  environmentalists  face  off  over  a  tough  farm  bill 


For  Bernard  Kertz,  what  once  was 
an  acceptable  compromise  has 
turned  into  a  Faustian  bargain.  The 
farmer  from  Huntsville,  Mo.,  raises 
corn,  wheat,  beans,  and  alfalfa  on  his 
4,000-acre  spread  and  receives  federal 
price  and  income  supports.  In  return,  the 
Agriculture  Dept.  monitors  his  opera- 
tions to  see  whether  they  harm  environ- 
mentally sensitive  wetlands  or  wash 
away  top  soil.  Now,  Kertz  is  balking  at 
the  trade-off.  A  590-acre  stretch  of  land 
he  bought  two  years  ago  has  been  de- 
clared a  protected  wetland.  The  feds 
"are  trying  to  keep  me  from  touching 
my  own  land,"  fumes  Kertz,  who  is  ap- 
pealing the  decision. 

If  environmentalists  get  their  way,  life 
is  going  to  get  a  lot  tougher  for  Kertz 
and  other  U.  S.  farmers.  The 
environmentalists  have 
launched  an  all-out  effort  to 
impose  even  stricter  rules  as 
a  five-year,  $50  billion  farm 
bill  wends  its  way  through 
House  and  Senate  commit- 
tees. They  are  demanding 
that  lawmakers  not  only 
preserve  existing  wetlands 
protection  and  soil-conserva- 
tion  programs   but  also 
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adopt  new  plans  to  protect  groundwater 
and  guard  against  pesticide  pollution. 

Some  farmers  already  have  amended 
their  practices  to  protect  the  land  and 
reduce  chemical  use.  But  environmental- 
ists say  such  efforts  aren't  nearly  wide- 
spread enough.  "Why  shouldn't  agricul- 
ture begin  to  do  what  every  other 
industry  in  America  has  begun  to  do — 
cut  pollution  and  protect  the  environ- 
ment?" asks  Kenneth  A.  Cook,  vice-pres- 
ident for  policy  at  the  Center  for  Re- 
source Economics,  a  Washington-based 
environmental  think  tank. 

Meanwhile,  farmers  are  also  fending 
off  other,  direct  attacks  on  their  pocket- 
books.  Lawmakers  from  urban  areas 
would  like  to  take  some  of  the  $10  billion 
spent  annually  on  farm  supports  and 


AN  ENVIRONMENTALIST  FARM  AGENDA 

Environmentalists  want  two  major  areas  of  concern  addressed  as 
Congress  considers  a  $50  billion,  five-year  farm  support  bill: 

CHEMIGILS  They  are  demanding  rules  that  would  force  farmers  to 
cut  chemical  use  dramatically.  They  also  want  growers  to  draw  up 
plans  for  use  of  agricultural  chemicals  and  to  make  public  records  of 
the  pesticides  they  use 


WETLANDS  PROTECTION  Environmentalists  are  in  favor  of  keeping 
the  current  strict  program  intact.  Farmers  are  clamoring  for  ex- 
emptions for  8  million  acres 


spend  it  on  other  progii 
while  free-market-orii 
conservatives  are  tryir 
kill  subsidy  programs  (t. 
ly.  Representative  Riiai 
K.  Armey  (R-c\ 
for  example, 
the  subsidy 
grams'  microiai 
agement  of  foocs': 
ply  and  price 
Soviet-style  cet 
planning,  whicl 
mey  insists  in  ■ 
prices.  "The 
bill  debate  wil 
take  place  this  , 
without  the  tax  i 
and  the  consu  f 
Armey  vows. 
Armey  has  little  o 
hope   of  getting  sub:, 
eliminated.  But  the  en" 
mentalists  stand  a  h 
chance  on  their  deman^;. 
1988  Environmental  Protection  A^n 
survey  found  traces  of  46  pesticidi 
the  groundwater  of  26  states.  Ar 
trates  have  been  detected  at  level  » 
ceeding  current  safety  standarc 
about  20'a  of  the  private  wells  in 
Kansas,  and  South  Dakota,  accordi : 
a  report  by  Iowa  officials. 
RESENTMENTS.  Environmentalists  a 
Congress  to  force  farmers  to  keefff 
ords  on  the  most  hazardous  chenr 
used  and  to  make  that  information  . 
able  to  outsiders.  Moreover,  they 
farmers  to  develop  chemical-use 
around  such  sensitive  areas  as  the 
glades.  The  Senate  Agriculture 
mittee  has  agreed  to  adopt  some  re| 
keeping  requirements,   though  a^ 
would  be  limited  to  the  governmeniai 
to  farm  workers  in  emergencies 
measure  also  would  provide  technic; 
sistance  to  farmers  about  the  prope 
of  chemicals. 

Growers,  who  already  have  to  su 
detailed  soil  conservation  plans  as 
suit  of  a  1985  bill,  are  resisting  pr( 
als  that  mandate  chemical-use  p 
They  point  out  that  insecticide  use 
ally  is  down  by  more  than  50%  sine 
peak  in  1976.  And  they  resent  the  » 
that  they  use  agricul 
chemicals  indiscrimina 
"Too  many  times  far: 
have  been  portrayed  as 
ger-happy  pesticide  us 
says  James  Lee  Adams 
a  Camilla  (Ga.)  farmer. 

The  farmers  also  are 
ing  to  weaken  the  t 
elaborate  conservation 
grams  Congress  adopte 
1985:  the  so-called  sodbi 


GOVER 


Now  save  up  to  20% 
on  the  family  of  printers 
that  goes  to  any  lengths 
(or  widths)  to  please  you. 


New  exceptionally  competitive 
prices  can  now  be  added  to  the 
long  list  of  the  IBM  Proprinterls 
selling  points. 

The  IBM  Proprinter"  family  is  the 
kind  of  family  that  can  t  do  enough  for  you. 

And  now,  with  their  new  reduced 
prices,  current  IBM  Proprinters  will  do  it 
all  even  more  economically.  From  multi- 
part forms  to  correspondence  and  envelopes, 
to  spreadsheets  and  mailing  lahels,  to  just 
about  any  other  printing  job. 

Since  all  Proprinters  share  important 
IBM  engineering  design  innovations,  like 
streamlined  mechanics  and  a  convenient 


front  feed,  they  can  accommodate  this 
wide  range  of  applications  w  ith  exceeding 
ease,  reliability  and  value. 

To  see  which  competitively  priced 
IBM  ftoprinter  best  meets  your  needs,  ask 
your  IBM  Authorized  Dealer  or  IBM  mar- 
keting rej)resentative  to  introduce  you  to 
the  whole  family  anti  the  new  prices. 
Call  I  800  IBM-2468,  ext.  226  for  a 
dealer  near  you. 


Intergraph  Lets  You  See  The 
Forest  And  The  Trees 

A  good  strategy  is  to  have  one.        products  in  the  world.  And  pieced 
Especially  when  it  comes  to  manag-     them  into  a  total  picture,  from  the 
ing  your  technical  environment.  But     ground  up.  For  computer-aided 
too  many  companies  see  the  trees  and   design  and  manufacturing,  mapping, 
lose  sight  of  the  forest.  They  miss  the    architectural  engineering,  land-use 

planning,  elec- 
tronic publish- 


big  picture,  so 
they  miss  big 
opportunities. 

That's  why 
it's  important  to 
think  globally 
and  act  locally. 
To  know  which 
way  the  winds 


ing,  and 
mechanical 
engineering. 
Products  for 
-^pfeT"*^  industry,  gov- 
ernment and 
municipalities. 


of  technological  change  are  blowm^^  ^Prodicts  for  hundreds  of  the  largest 
To  think  ahead  so  you  can  stay  ahead,   corporations  and  government  agen- 
How  do  we  know?  Because  for       cies  in  the  world. 


20  years  we've  managed  our  own 
technological  forest.  We've  intro- 
duced the  most  advanced  interactive 
graphics  workstations  and  software 


We're  Intergraph.  And  we'll  help 
you  see  the  big  picture.  Call  us  today 
toll  free  at  1-800-826-35 15.  You'll 
see  the  difference. 


INTERGRAPH 


ago  you  tied 
the  knot. 
This  year, 

tighten  it. 


The  Diamond  Armirasary  Band 
This  year,tell  her  you'd  niarryherall  over  again. 


A  diamoid  is  forever. 


Suggested  retail  pnce  foi  ring^  $2.000-$6,(X10. 
For  mforniation.  call  .^(K>  777-8220 


BEST. 


GET  THE  JUMP! 

GET  BUSINESS  WEEK  DELIVERED 
BY  OVERNIGHT  AIR. 

THE  IMPORTANT  NEWS  OF  THE  WEEK 
IN  YOUR  HANDS  BY  10:30  A.M. 
VERY  FRIDAY-GUARANTEED. 


Wk  1 


LL  TODAY! 


PRIORITY  DELIVERY 

MARY  PIZZARELLI  (212)  512-6246 


BusinessWeek  i,  i 


McGraw-Hill  Publications 
1221  Avenue  of  the  Americas 
New  York,  N.  Y.  10020 


overnment 


program,  which  orders  farmers  rtei 
ing  benefits  to  devise  plans  for  figriiij 
land  erosion;  the  conservation  rein 
program,  which  assures  the  protttioi 
of  land  vulnerable  to  erosion  by  re;iiij 
it  from  farmers  for  10  years;  an(,  ti 
"swampbuster"  program,  which  ((' 
nates  wetlands  and  takes  benefits  . 
from  farmers  who  drain  and  plai 
those  delicate  areas. 
THE  'DEATH  PENALTY.'  Farmers  arti 
bying  most  heavily  against  the  ; 
wetlands   program,   which  pro' 
marshes  and  bogs  that  are  impo 
breeding  grounds  for  wildlife  and 
serve  as  filters  for  rivers  and  str* 
Since  the  program  started,  Agrici. 
Dept.  officials  have  looked  at  s." 
sites,  designating  250,000  as  unplam 
wetlands. 

Farmers  are  particularly  upset  ; 
what  they  call  the  "death  penah; 
cutoff  of  all  benefits  for  the  first  i 
ing  violation.  Even  though  only  1' 
the  nation's  2  million  farmers  ha\  i 
benefits,  both  environmentalisi> 
farmers  agree  that  the  first-time  [ 
ties  are  severe.  So  lawmakers  are  1 


It'll  be  hai-d  for  farmers 
to  change.  Federal  subsic; 
programs  favor  grower; 
who  use  chemicals 


to  pass  a  graduated  penalty  systen 
that's  where  the  agreement  ends.  F| 
ers  persuaded  a  House  subcommitt 
exempt  8  million  acres  from  wetl] 
designation.  Environmentalists  pL 
launch  a  fight  on  the  House  floor. 

It  will  be  hard  for  farmers  to  chfi 
The  whole  commodity  price-supporty 
tem  encourages  them  to  keep  up  pnu 
tion  by  tying  payments  to  the  anui 
and  kind  of  crop  that  a  farmer  has  pin 
ed  in  the  past.  That  often  meansni 
rotating  crops  and  using  chemica 
boost  output.  The  farmers'  chani|: 
on  Capitol  Hill  could  help  by  makinjii 
rules  more  flexible. 

In  any  event,  the  subsidies  won't  I 
bountiful  as  in  the  past.  The  Bush 
ministration  and  some  lawmakers 
to  slash  up  to  $1  billion  a  year  tVonti 
farm  program.  And  environmeiita;t 
buoyed  by  their  success  on  clean-airc 
islation,  want  to  link  the  benefit 
more  sound  environmental  practice; 
farmers  such  as  Bernard  Kertz  may 
up  with  less  money  from  Uncle  Sam 
tighter  environmental  restrictions. 

By  Vicky  Cahan  in  Washington, 
Dennis  Blank  in  Williston,  N.  D. 
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GOVEF 


The  Frequent  Traveler 


A  Special  Advertising  Section  in  Business  Week. 


1 


Where  7.1*  million  on-the-go  business  travelers  all  come  together  --  the 
largest,  most  affluent  travel  marketplace  of  any  general  business  magazine. 

Every  year  Business  Week's  top-management  readers  enjoy  informative 
and  entertaining  Special  Advertising  Travel  Sections  edited  by  Steve  Birnbaum, 
America's  foremost  travel  writer  and  commentator.  The  entire  section,  with  ads 
included,  will  appear  again  in  ASTA  Agency  Management  magazine  --  a  bonus 
audience  of  30,000  travel  professionals. 

All  at  regular  Business  Week  rates! 

Plan  to  be  there:    Issue  Date:  September  24,  1990 

Closing  Date:  August  13,  1990 

Issue  Date:  November  26,  1990 
I  Closing  Date:  October  15,  1990 

\ 

I     Please  call:     John  Holden,  Market  Manager, 
I  Travel  Advertising  21 2-51 2-6394 

•Source:  SMRB  1989/BW  Estimate 

Busines^eek^^i; 

THERE  IS  NO  SECOND  PLACE. 


Why  Compaq  will  never  bui' 


Before  creaiing  anything, 
we  start  with  a  clean 
slate,  and  talk  to  personal 
computer  users  like  you. 


The  way  we  see  it,  the  so-so,  the  pretty 
good  and  the  just  plain  average  are  things 
for  someone  else.  Not  for  us.  And  most 
certainly  not  for  you. 

That's  the  reason 
why  every  COMPAQ 
personal  computer 
product  has  been 
designed  to  deliver 
on  a  simple  promise: 
to  simply  work  better.  This  approach  is 
what  makes  our  high-performance 
PCs  different  from  all  others. 

Working  better  applies  to  absolutely 
everything  we  do. 

it  starts  with  you.  Before  we  design  our 
products,  we  sit  down  and  talk  with  com- 
puter users  like  you.  To  see  what  you  want. 
And  what  you  need. 

Then  we  take  these  ideas  and  combine 
them  with  the  latest  technology  and  our  own 
innovative  thinking. 

The  result  is  a  line 
of  PCs  with  the  per- 
formance for  whatever 
you  do.  Performance 
that  comes  from  more 
than  just  the  processor. 
It  includes  features  like 


high-speed  disk  drives  and  VGA  graphics. 
Room  to  customize  with  the  thousands  of 
available  expansion  cards  and  peripherals] 
And  the  compatibility  to  work  with  the  be^ 
of  industry-standard  technology. 

This  attention  to  detail  is  one  reason 
why  our  PCs  consistently  earn  the  highest  | 
marks  for  quality  from  computer  experts. 

And  unsurpassed  markj] 
for  satisfaction  froi 
PC  users. 


COMPAQ  PCs  earn  an  impressive  number 
of  industry  awards.  But  it's  what  you  can 
do  with  our  PCs  that's  really  impressive. 


A  powerfi 
example  of 
this  thinking 
the  COMPAQ 
SYSTEMPRO 

PC  System.  It  brings  an  unprecedented  co: 
bination  of  performance  and  expandability 
to  connected  environments. 

Another  example  is  smaller,  but  just  a 
impressive.  The  COMPAQ  LTE/286  and 

COMPAQ  LTE  laptop 
PCs  fit  the  capabilities 
of  a  desktop  into  an 
8'/2-by-l  1-inch  package 

COMPAQ  personal  computers 
are  designed  to  fit  where  you 
work.  Whether  you  're  on  the 
35th  floor  overlooking  Man- 
hattan or  at  35, 000  feet  some- 
where over  the  Rockies. 


COMPA'J.  Registerfd  U  S  Paidil  .iinl  Tt-iiJemark  OIIki-  SYSTEMPRO  is  .1  liadfmark  al  ri)rii|>aq  Compulii  irorporalion  Use  of  eleclronic  fquipmeni  on  board  commercial  aircrall  is  al  Ihe  discrelion  ol  each  airlin 


PC  that  simply  works  OK. 

A^hy  Business  Week,  FORTUNE  and  Our  approach  means  you'll  be  able  to 

3r  publications  named  them  among  the  find  the  ideal  PC,  for  whatever  you're  doing. 
:  products  of  the  year  in  1989.  From  simple  wgrd  processing  to  complex 


matter  what  you  do,  you  11  find  there's  a  COMPAQ  PC  system,  desktop,  portable  or  laptop  that  will  help  you  work  even  better 


You'll  find  better  ideas  inside  each  and 
y  COMPAQ  personal  computer. 

^  COMPAQ  486, 

386,  386SX  and  286 
products  are  designed 
to  deliver  the  high- 
performance  difference. 


1  y 


COMPAQ  product  is  meticulously  designed.  Ideas  that 
n't  measure  up  will  wind  up  here,  not  in  your  office. 

Our  rugged  laptops  and  portables  let 
work  on  the  road,  without  compro- 
i.  And  both  our  desktops  and  systems 
you  bring  more  power  to  more  people. 


npdq  Computer  Curpurahun  All  rii^lil 


financial  analysis,  data- 
base management  and 
computer-aided  design. 

All  told,  COMPAQ 
PCs  offer  the  difference 
between  simply  work- 
ing OK  and  simply 
working  better. 

For  more  information  and  the  location 
of  an  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900,  Operator  117. 
In  Canada,  1-800-263-5868,  Operator  117. 

 comma 

It  simply  works  better. 


A  worldwide  network  of 
Authorized  Dealers  is  ready 
and  waiting  to  help  you. 
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THE  MAN  WHO  REWROTE 
READER'S  DIGEST 


So  far,  George  Grune  has  bolstered  the  bottom  line — now,  the  story  gets  more  complicated 


George  V.  Grune  strides 
purposefully  around 
his  desk  and  offers  a 
firm  handshake.  "Do  you 
have  a  few  extra  minutes?"  he 
asks  his  guest,  a  first-time  visi- 
tor to  Reader's  Digest  Associa- 
tion Inc.'s  Chappaqua  (N.  Y.) 
headquarters.  While  the  hearty 
ex-Marine  is  eager  to  talk  about 
where  Reader's  Digest  is  going,  he 
first  wants  to  take  a  trip  down 
memory  lane.  Taking  his  visi- 
tor by  the  arm,  Grune  marches 
through  a  narrow  hall,  stopping  at  -^i 
a  tiny  octagonal  room  filled  with 
memorabilia  and  the  company's  newest 
magazines  and  books.  Here,  in  this 
shrine  to  the  history  of  Reader's  Digest, 
the  company's  chairman  proudly  ex- 
plains its  various  displays.  Says  Grune: 
"We  wanted  to  have  a  link  between  the 
past  and  the  future." 

To  some,  the  link  seems  tenuous. 
Since  the  former  ad  salesman  became 
chairman  in  1984,  he  has  brought  im- 
mense change.  Long  a  secretive  and  pa- 
triarchal company  that  worried  little 
about  the  bottom  line,  the  Digest  under 
Grune  has  become  a  modern,  profit-driv- 
en company.  That  turnabout  has  alienat- 
ed many  in  the  Digest's  old  guard.  They 
grouse  that  it  has  strayed  from  its 
founders'  conception  of  the  company  as 
a  public  trust.  "Now,  it's  run  like  any 
other  company,"  says  one  former  top 
editor.  "You  want 
a  nice,  lovely  fig- 
ure at  the  bottom 
of  the  income 
statement." 
And  Grune 
certainly  has 
achieved  that:  In 
five  years,  while 
revenue  increased 
40%,  to  $1.8  bil- 
lion, Grune  has 
driven  net  income  from  a 
puny  $21  million  to  $152 
;tii!!ion — a  gain  of  more  than 
sevtiifold.  Taking  advantage  of 
that  improvement,  in  February  several 
of  the  charities  that  own  Reader's  Di- 
gest's stock  sold  some  of  their  holdings 


to  the  public.  After  68  years  of 
private  ownership,  21%-  of  the 
Digest's  stock  now  trades  on 
the  Big  Board.  The  rest — in- 
cluding all  the  voting 
stock — is  still  held  mainly 
by  two  charities  created 
by  Reader's  Digest 
founders  DeWitt  and 
Lila  Wallace,  who  died  in 
1981  and  1984. 

Now,    a  second 
wave  of  change  is  un- 


counsel  have  left  or  announced 
leave.  Meanwhile,  the  company  is  1 
money  on  a  costly  push  into  spe  pK 
magazines.  And  a  $20  million  data^u 
to  improve  direct-mail  marketing  is 
riencing  significant  cost  overruns 
delays. 

SORE  SPOT.  Grune,  60,  insists  that  h 
things  under  control.  Two  of  the 
nations  were  health-related  and  ( 
dental,  he  says.  The  third.  General  tBjer 
sel  Martha  J.  C.  Farquhar,  left  be 
she  was  unwilling  to  accept  a  chanHsstk 


mm 


GRUNE:  IN  FIVE  YEARS,  HE  HAS  DRIVEN  EARNINGS  FROM  $21  MILLION  TO  $152  MILLION 


der  v/ay.  Going  public  has  subjected 
Grune  and  his  company  to  intense  scruti- 
ny and  revealed  some  weaknesses.  De- 
spite the  surging  profits,  much  of  the 
gains  came  from  obvious  fat-cutting. 
Some  question  whether  Grune  can  foster 
real  growth.  After  several  years  of  ro- 
bust gains,  operating  profits  fell  last 
year,  from  $213  million  to  $207  million. 

The  executive  suite  has  had  a  puzzling 
number  of  departures  lately,  and  some 
former  employees  say  morale  has  plum- 
meted. In  the  last  eight  months,  its  pres- 
ident, chief  financial  officer,  and  general 


job  duties,  he  adds.  Farquhar  say; 
left  "for  personal  reasons."  Mean\ 
the  company  has  yet  to  replace  its 
financial  officer,  who  left  in  Jam 
And  in  July,  Grune,  already  chai 
and  CEO,  says  he  will  assume  Richa 
McLoughlin's  titles  of  president  anc 
for  an  "indefinite  period." 

Critics  cite  the  company's  spec 
magazines  unit  as  a  sore  spot.  The 
pany  bought  Travel-Holiday  mag; 
in  1986  and  has  since  added  The  Fa 
Handyynan,  New  Choices  for  the 
Years,  and  American  Health.  The 


■iertc 
as,  c 


148  BUSINESS  WEEK/JUNE  4.  1990 


lad  a  $17  million 
;ing  loss  in  1989  on 
les  of  $47.3  mil- 
Competitors  say 

has  been  slow  to 
roblems.  For  in- 
!,  Travel-Holiday 
itered  stiff  compe- 

in  the  late  '80s, 

took  three  years 
s  company  to  give 
lagazine  a  much- 
i  make-over.  Grune  con- 
he  "didn't  move  quickly 
h"  in  revamping  it. 
ILEADER.  Retooling  the  company's 
data  base  is  also  a  key  concern, 
ngine  that  drives  the  company's 
mail  marketing  efforts,  the  data 
;ontains  information  on  .50  million 
households,  more  than  half  of 

have  bought  products  from  the 
,  within  two  years.  The  company 
;his  list  to  target  customers  and 
out  their  interests.  But  the  system 
longer  state-of-the-art,  so  Grune 
idgeted  $20  million  for  a  new  one, 
is  scheduled  to  begin  operating  in 


ODER'S  DIGEST  ASSN.: 
CONDENSED  VERSION 

;  Digest,  published  since  1922, 
orid's  most  widely  read  magazine, 
bulk  of  the  company's  $1.8  billion 
lues  comes  from  other  operations, 
down: 

Percentage  of  revenues 

iND  HOME  ENTERTAINMENT  59% 

ensed  books,  general  books, 
d  music,  home  videos 


S  DIGEST 

itions  in  15  languages, 
irculation:  28  million 


32% 


INTEREST  MAGAZINES  3% 

■al  titles  covering  health, 
nd  lifestyle 


6% 


ance  sales,  language  courses. 


DATA:  READER'S  DIGEST  ASSN. 


3e  concedes  it  is  running  over  bud- 
id  behind  schedule  "a  little  bit," 
!  won't  say  exactly  how  much, 
h  friends  and  critics  describe 
as  a  cheerleader  of  the  first  or- 
"He's  a  can-do  guy,"  adds 
ighlin.  Three  years  ago,  he  hired  a 
Titer  to  pen  a  company  anthem.  At 
mas,  cassettes  and  sheet  music 
distributed  so  employees  could 
the  song  at  home.  Called  "I  Can 
a  Difference,"  it  extols  everything 
:he  magazine  ("no  life  remains  un- 
!d")  to  its  promotions  ("our  joyful 


sweepstakes  winners  talk  of 
hopes  that  have  survived"). 
Much  of  Grune's  energy 
went  into  sports  as  a  youth. 
After  growing  up  in  White 
Plains,  N.  Y.,  he  won  a  foot- 
ball scholarship  to  Duke 
University,  where  he  also 
founded  the  student  judicial 
council  and  edited  the  liter- 
ary magazine.  "I  got  quite  a 
bit  of  ribbing  about  that" 
from  football  friends,  Grune 
says.  Next,  he  spent  two 
years  in  the  Marine  Corps 
and  three  at  Continental  Can  Co.  before 
joining  the  Digest  as  an  ad  salesman 
in  1960. 

By  the  early  1980s,  it  was  clear  to 
Grune  and  other  executives  that  Read- 
er's Digest  had  big  problems.  Expansion 
had  become  haphazard,  and  a  diversifica- 
tion into  such  fields  as  art-print  collec- 
tions and  educational  software 
was  draining  money. 
Though  founder  DeWitt 
Wallace  had  died,  man 
agement  still  saw  the 
Digest  as  a  public 
trust.  "Mr.  Wallace's 
goal  was  not  to 
make  huge  prof-  |J 
its,"  says  then- 
President  John 
O'Hara.  He  adds:  "Mr. 
Wallace  was  absolutely  op' 
posed  to  going  public." 

Grune,  then  publisher  of  Reader's 
Digest,  saw  things  differently.  Teaming 
with  William  J.  Cross,  then  director  of 
finance  and  administration,  and 
McLoughlin,  then  new-business  director, 
he  made  his  move  in  1984.  They  went  to 
Donald  C.  Flatten,  a  director,  and  de- 
manded action.  Some  people  close  to  the 
situation  say  the  three  threatened  to 
quit  unless  O'Hara  left.  O'Hara,  then  56, 
soon  retired.  Grune  became  chairman. 

Grune  bristles  when  asked  about  the 
events  leading  to  his  chairmanship.  "I 
really  want  to  limit  my  comments  to 
1984  and  beyond,"  he  says.  There's  a  lot 
to  say  about  that  period:  He  sold  several 
ailing  subsidiaries,  cut  staff  by  209^,  to 
about  7,400,  and  killed  unprofitable  edi- 
tions published  in  Spain  and  Japan.  He 
also  chopped  a  few  visible  perks,  includ- 
ing a  bus  that  drove  workers  to  and 
from  work.  What  remained  was  Read- 
er's Digest  and  a  successful  books  and 
home-entertainment  operation. 
BONANZA.  As  the  company's  profits  have 
surged,  so  have  Grune's.  Last  year,  he 
earned  $1  million  in  salary  and  bonus 
and  another  $4.50,000  in  deferred  bonus. 
Besides  reaping  $5  million  in  cash  when 
the  company's  stock  was  sold  to  the  pub- 
lic, he  owns  about  240,000  shares.  With 
the  stock  at  around  24  V2,  his  stake  is 
worth  $5.9  million. 


Despite  all  the  corporate  changes  dur- 
ing his  reign,  Reader's  Digest  remains 
the  magazine  it  has  been  for  decades:  an 
easy-to-read  collection  of  homespun  hu- 
mor, helpful  hints,  and  inspirational  sto- 
ries. But  media  buyers  tend  to  view  its 
readers  as  "sleepwalkers,"  says  John  A. 
Emmerling,  whose  agency  recently  de- 
signed a  new  ad  campaign  for  Reader's 
Digest.  The  theme:  "Powerful  people." 

The  real  financial  powerhouse  is  the 
book  and  home-entertainment  group.  In 
1989,  it  accounted  for  937f  of  operating 
profits.  It  dominates  the  market  for  con- 
densed versions  of  popular  books,  al- 
though competition  is  heating  up:  Last 
year.  Time  Warner  Inc.  began  its  own 
condensed-book  series.  The  Digest  also 
has  a  sturdy  presence  in  general-interest 
books,  sells  recorded  music,  and  in  1986 
it  entered  the  home-video  market. 

But  now,  Grune  has  to  find  some  new 
growth  areas  or  face  stagnant  earnings. 
In  an  attempt  to  reach  a  younger 
audience  and  more  male  read- 
ers, last  June  he  unveiled 
a  nonfiction  series  of 
condensed  popular 
works,  such  as  Joe 
McGinnis'  Blind 
Faith.  He's  also 
counting  on  gains  in 
magazines.  He  recent- 
ly bought  Britain's  Mon- 
ey, renamed  Moneyivise, 
and  in  October  he  will  launch 
Budgets  Famille  in  France. 
Overseas  markets  may  be  where 
Grune  finds  the  most  growth.  Already, 
more  than  half  of  the  company's  sales 
and  profits  come  from  abroad.  He  is 
seeking  to  publish  Reader's  Digest  in 
Hungary  and  the  Soviet  Union,  and 
he  is  making  a  move 
on  East  Germany. 
Since  April,  West 
German  employees 
have  driven  vans 
crammed  with  Read- 
er's Digest  across  the 
border.  They've  hand- 
ed out  100,000  copies 
and  have  begun  col- 
lecting names  for  the 
data  bank. 

Grune  also  has 
to  think  about  pre- 
paring a  new  lead- 
er. Some  suspect 
that  the  leading  con- 
tender to  succeed  him 
in  five  years  is  Thomas  M.  Kenney,  43. 
He  ran  a  magazine-oriented  investment- 
banking  firm  until  the  Digest  hired  him 
to  head  its  magazine  group  eight  months 
ago.  But  for  now.  Reader's  Digest  is 
Grune's  show.  With  public  shareholders 
watching  over  his  shoulder,  the  pressure 
for  profits  will  be  greater  than  ever. 
By  Andrea  Rothman  in  Chappaqua,  N.  Y. 
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The  future  of  solar  energy  just  got  25%  brighter. 


Nearly  everyone  agrees  .solar 
energy  is  a  good  idea.  It  s  just  an 
expensive  one. 

.So  in  developing  our  latest  solar 
cell  for  .satellites,  Boeing  scientists 
were  pleased  to  find  it  may  produce 
power  cheaply  enough  to  light  your 


home  here  on  Eartli. 

We  did  it  with  a  new  design  that 
collects  not  just  the  sunlight  you 
can  see,  but  also  the  infrared  light 
you  can't. 

The  result:  25  percent  better 
efficiency  than  the  best  previous 


cell,  and  about  twice  that  of  r 
commercial  cells  you  can  buy. 

That's  roughly  equal  to  the 
progress  in  solar  electric  cells 
the  past five  years. 

Commercial  use  of  the  nev^ 
is  a  few  years  away  And  there  i 


fes.o 

H 
iddrt 


til  nil 
rfory 


?es,  of  course, 
it's  good  to  know  that  the 
id  dream  of  cheap  energy 
I  sun  is  now  a  good  deal 
)  reality. 

h  makes  the  future  a  little 
•  for  us  all. 
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MONEY  LAUNDERING  I 


GRABBING  DIRTY  MONEY 

—AND  HORSES,  YACHTS,  PLANES,  CARS . , . 


Is  the  government  casting  too  wide  a  net  in  its  search  for  the  proceeds  of  drug  deals? 


arc  H.  Levy  stands  to  lose  a 
chunk  of  money  in  the  drug 
iwar.  A  U.S.  citizen,  Levy  has 
lived  for  the  past  2?>  years  in  Colombia. 
In  April,  a  federal  judge  froze  a  Miami 
bank  account  of  his  with  $85,000  in  it. 
The  U.  S.  hasn't  charged  the  50-year-old 
general  manager  of  Plasticos  Ralco  with 
any  wrongdoing.  But  it  has  taken  his 
money  and  may  not  give  it  back. 

Levy's  problem  is  that  he  bought  dol- 
lars in  Colombia  from  a  money  changer 
who,  in  turn,  traded  with  other  money 
changers — who  prosecutors  claim  ser- 
vice drug  dealers.  So,  the  U.  S.  govern- 
ment argues,  Levy's  dollars  are  dirty. 
Once  drugs  are  sold  for  cash,  "no  matter 
how  it  changes  hands,"  the  cash  or  as- 
sets the  cash  buys  become  the  govern- 
ment's property,  says  David  G.  Wilson, 
chief  of  financial  investigations  for  the 
Drug  Enforcement  Administration. 
"That's  the  underlying  theory." 


It's  a  popular  one  with  prosecutors, 
who  increasingly  are  seizing  bank  ac- 
counts as  a  weapon  in  the  drug  war. 
Last  year,  174  new  federal  prosecutors 
were  added  to  handle  asset  forfeitures 
alone.  And  a  bill  introduced  in  Congress 
last  month  would  extend  asset-forfeiture 
powers  beyond  drug,  money-laundering, 
and  racketeering  cases  to  include  fraud. 
"The  point  is  to  take  the  profit  out  of 
criminality,"  says  U.  S.  Attorney  Gener- 
al Richard  L.  Thornburgh. 
SMALL  STEEDS.  Congress  likes  asset  for- 
feitures because  the  money  goes  to  help 
build  prisons  and  to  supplement  state 
and  local  law-enforcement  budgets.  As 
of  December,  1989,  the  government's  in- 
ventory of  seized  assets  totaled  $1.4  bil- 
lion, up  from  $33  million  in  1979  (chart, 
page  157).  The  seized  items  include  a 
California  recording  studio  and  minia- 
ture horses  from  a  Mississippi  ranch. 
But  account  holders,  bankers,  and  law- 


yers are  outraged  over  the  governm] 
expanding  net.  "It's  not  me  who  il 
cused,  it's  my  money,"  says  Levi 
always  thought  [that]  before  the  go\ 
ment  could  take  your  property,  yoi 
to  be  accused  of  something." 

Not  so.  Under  the  forfeiture  laws,! 
eral  prosecutors  can  seize  assets  witf 
either  lodging  or  winning  chal 
against  a  person.  And  before  owner! 
snarled  in  civil  forfeiture  actions  cal 
claim  their  property,  they  must  pi 
their  innocence  and  that  they  took! 
cautions  to  be  sure  they  weren't  de| 
with  tainted  goods.  | 

While  establishing  this  so-called  fi 
cent-owner  defense  is  fairly  straight 
ward  for  tangible  items  such  as  hos' 
and  boats,  it's  a  lot  more  complict 
when  the  asset  is  money.  The  reip 
It's  practically  impossible  to  show  DB 
money  is  clean.  Says  defense  laip 
Mark  Schnapp:  "Following  the  mie] 
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"I've  read  your 
Bill  of  Rights 
a  hundred 
times  and  I'll 
probably  read  it 
a  hundred  more 
before  I  die'.' 


LKCH  WALESA 

NOBEL  PEACE  PRIZE  LAUREATE 


"I'm  not  sure  the  American 
people  have  any  idea  how 
blessed  they  are  to  have  the  Bill 
of  Rights. 

"After  all,  who  needs  a  docu- 
ment to  guarantee  rights  that 
people  already  presume  they 
have?  Ask  the  people  who  tore 
down  fences  and  jumped  walls. 
Ask  the  people  who  were  cut  off 
from  their  families  and  deprived 
of  their  jobs.  Ask  my  fellow 
workers  at  the  Gdansk  shipyard. 

"Freedom  may  be  the  soul  of 
humanity,  but  sometimes  you 
have  to  struggle  to  prove  it." 


Philip  Morris  Companies  Inc. 

KRAFI  GENERAL  FOODS  -  MILLER  BREWING  COMPANV  •  PHILIP  MORRIS  US  A 


I  Philip  Morris  Companies  Inc  in  support  of  the  National  Archives'  celebration  of  the  200th  anniversary  of  the  Bill  of  Rights  For  a  free  copy  of  this  historic 
ument,  call  1-800-552-2222,  or  write  Bill  of  Rights  •  Philip  Morris  Companies  Inc  •  2020  Pennsylvania  Ave  N  W  •  Suite  S^^ .  W2shirnnon  n  C  20006 


Wasn't  the  future  wonderful? 
And  didn't  it  seem 
like  only  yesterday  that 
Utopia  would  arrive 
right  on  schedule? 
Today,  many  companies 
are  calling  themselves  the 
future  of  networking. 
Reveal  i  ngly, 
they  make  no  reference 
to  the  past.  Or  the  present. 
At  Novell,  our 
networking  software  is  already 
in  its  eighth  generation, 
while  many  other 
companies  have  yet  to  give 
birth.  And,  unlike  other 
companies,  all  we 
do  is  Network  Computing. 
It's  what  we're  good  at. 

It's  who  we  are. 
No  one  networks  more 
computers  than  Novell. 

Which  IS  something 
you  should  know  about. 
Considering  our  past. 
And  your  future. 


The    Past,    Present,    and  Future 
of  Network  Computing. 


APPARENTLY,  THE  FUTURE  |$ 
RUNNING  A  LITTLE  LATE. 
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Italian  masters  have  always  realized  that  innovative 
details  are  destined  to  rise  above  the  commonplace 


The  PCS  286,  PCS  386SX, 
M290S,  and  M386SX.  New  heights 
of  performance  from  one  of  the 
world's  largest  makers  of  per- 
sonal computers. 

Innovation. 
At  Olivetti,  we 
achieve  it  through 
great  attention  to 
detail.  Consider, 
tor  example,  the 
details  of  our  new 
MS-DOS,®  OS/2® 


Our  ingenious  interactive 
tutorial  makes  learning  to 
use  your  Olivetti  PC  a 
minor  detail. 


Our  iftcredibly  small  fool- 
print  gives  you  an  uncom- 
mon .'^mtmiit  of  desk  space. 


personal  computers. 

?\otice  what  we've 
include' 1  that  most  others 
leave  out 

A  16-b:t  VGA  con- 
troller. 1  MB  RAM.  In- 


MODEL 

CPU 

MHz 

Disk  Drive 

PCS 
286 

80286 

12 

M290S 

80286 

16 

PCS 
386S.\ 

80386SX 

16 

3V2" 

M38bSX 

80386SX 

20 

tell  igent  hard  drive  interface.  Serial, 
parallel,  and  PS/2® 
mouse  ports.  And 
all  are  built  onto 
the  motherboard, 
freeing  up  the 
three  expansion 
slots  so  your  capa- 
bilities can  grow 
with  your  needs. 
Then,  examine  our  ingenious 
interactive  tutorial.  So  clear  and  sim- 
ple, you'll  be  up  and  running  in  no 
time.  No  small  detail. 

And  to  ensure  relia- 
bility, every  component 
in  the  system  —  from 
chips  to  disk  drive  to 
monitor  —  meets  Olivetti's 


meticulously  stringent  criteria. 

So  look  closely  at  the  det 
before  choosing  your  PC  for  hom(  ^ 
business.  Because  no  one  should  h 
to  settle  for  a  computer  that's  mei 
commonplace.  For  the  Olivetti  de« 
nearest  you,  call  1-800-447-^700. 


qlivelli 

The  details  create  the  differen 


MS-DOS*  is  a  registered  trademark  of  Microsoft  Corp.  PS/2*  and  OS/2  '  are  registered  trademarks  of  1 BM.  You  can  write  us  at  Olivetti 

©  1990  Olivetti  Office  USA 


OfTice  USA,  766  U.S.  Highway  202.  Somen-iUe,  NJ  08876-121 
In  Canada,  call  1-800-387-961 
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;  a  great  idea  for  prosecutors,  but 
;e  cases  they  took  a  wrong  turn." 
U.  S.'s  asset  sweep  will  be  tested 
oming  months,  as  forfeiture  chal- 

wind  through  the  courts.  The 
st  source  of  controversy  stems 
the  latest  round  of  cases  out  of 
;ion  Polar  Cap.  The  investigation 

the  freezing  on  Apr.  17  of  684 
accounts  believed  to  have  held 
;han  $320  million  in  drug  profits. 

SWITCHBOARD.  Within  hours  of 
leze  orders,  the  U.  S.  at- 
's  office  in  Atlanta  was 
rded  with  calls  from 
account  holders  and 
iwyers.  Julian  Iragorri, 
)mbian,  went  right  to 
3ston  DEA  office  after 
l  his  $88  account  had 
Tozen.  It  was  freed  a 
ter,  but  the  22-year-old 
1  College  student  still 
a  written  apology, 
iccount  never  had  more 
)2,000  in  it,"  he  says. 

can  you  wash  money 
ist  $2,000?" 

;ns  more  accounts  were 
uickly  released,  includ 
ose  of  Upjohn  World- 
md  Merrill  Lynch.  But 
utors  are  pursuing  civil 
ure  cases,  most  filed  on 
7  in  Miami,  against  91  accounts 
I  an  estimated  $20  million. 

common  denominator  in  the 

accounts  was  the  use  of  money 
jrs  in  Colombia  and  Panama  who 
'ith  drug  dollars.  Although  much 

money  from  drug  sales  stays  in 
,  some  flows  back  to  Colombia 
ther  countries.  It  is  converted 
:h  money  changers  to  local  curren- 
3cal  businesses  and  individuals 
g  to  buy  dollars  for  legitimate 
Lses  in  the  U.  S.  also  go  to  money 
;rs.  They  then  send  money  to  U.  S. 
iccounts  where  it's  credited  in  dol- 
Phe  practice  is  common,  though 
ially  illegal.  It  violates  the  $3,000 
I  cap  of  Colombia's  currency-con- 
ws  but  sidesteps  the  red  tape  re- 

to  change  more  than  that. 
Justice  Dept.  contends  that  many 

dollars  on  the  black  market  are 
drug  deals,  so  if  people  use  it 
had  better  take  every  precaution 
le  source  is  legitimate,"  says  As- 
;  U.  S.  Attorney  Steven  M.  Witzel. 
1  J.  Houlihan,  a  Miami  defense 
•,  says  the  feds'  efforts  are  mis- 
.  "If  the  government  thinks  that 
)king  this  parallel  market,  they're 

to  stop  drugs  from  coming  into 
)untry,  that's  ludicrous."  He  and 

attorneys  note  that  Colombia's 

market  for  dollars  is  well  en- 


trenched, contains  money  from  legiti- 
mate sources,  and  transactions  often  oc- 
cur through  a  "chain"  of  money 
changers,  making  it  nearly  impossible  to 
find  the  source  of  funds. 

In  defense  of  Polar  Cap,  federal 
agents  emphasize  that  in  unfreezing  ac- 
counts they  sometimes  extract  promises 
of  cooperation  to  aid  in  future  investiga- 
tions. For  instance,  an  account  held  by  a 
subsidiary  of  Beech  Aircraft  Corp.  was 
released  90  minutes  after  it  was  frozen. 


Beech  confirms  it  is  supplying  informa- 
tion to  the  DEA  about  the  1988  sale  of  a 
used  Beech  King  Air  plane  that  the 
agency  suspects  was  used  in  drug  deals. 

The  body  of  law  that  allows  the  gov- 
ernment to  seize  assets  dates  back  to 
the  first  civil  forfeiture  case  in  1789.  But 
those  powers  have  widened  considerably 
since  1970,  with  more  latitude  granted  in 
1984.  Along  the  way.  Congress  has  tried 
to  ensure  protections  for  innocent  own- 
ers. "We  think  our  record  is  good  for 
holding  third  parties  harmless,"  says 
Cary  H.  Copeland,  director  of  the  Justice 
Dept.'s  asset-forfeiture  program.  But 
the  problem  is  in  the  definition,  and  that 
has  been  left  largely  for  the  courts  to 


THE  FEDS'  HAUL 

-4  CASH  VEHICLES,  BOATS,  PLANES 

-4 REAL  PROPERTY  MOTHER  ART,  ELEaRONICS, 

JEWELRY,  ETC. 


TOTAL  SEIZED  ASSETS'  SI  .4  BILLION 

DATA;  GENERAL  ACCOUNTING  OFFICE  'AS  OF  DECEMBER,  989 


decide.  Even  federal  prosecutors  con- 
cede that  it  is  a  murky  and  inconsistent 
area  of  law. 

And  that  gives  them  a  lot  of  leeway. 
In  pursuing  forfeiture  cases,  the  govern- 
ment has  two  choices.  It  can  seek  crimi- 
nal forfeiture,  in  which  the  plane,  boat, 
or  bank  account  is  clearly  tied  to  a  crimi- 
nal case  and  can't  be  kept  by  the  govern- 
ment unless  prosecutors  prove  their  case 
beyond  a  reasonable  doubt.  Or,  more 
commonly,  it  seeks  civil  forfeiture,  in 
which  prosecutors  bring 
charges  against  the  property, 
not  the  owner,  and  only  have 
to  show  "probable  cause"  that 
the  asset  was  financed 
through  illicit  means.  But  to 
get  it  back,  the  owner  must 
show  his  innocence. 
BOAT  CASE.  That  can  be  diffi- 
cult. Last  June  a  U.  S.  appeals 
court  decided  the  government 
could  keep  a  58-foot  yacht  it 
seized  after  arresting  an  al- 
leged drug  dealer.  The  yacht 
was  owned  by  Vene  Invest- 
ments, a  Miami-based  yacht 
broker,  but  Vene  had  agreed 
10  sell  the  boat  and  the  buyer 
had  it  in  his  possession.  Vene 
hadn't  checked  out  the  pur- 
chaser's identification  record 
with  local  law  enforcement 
agencies  or  reputation  in  the  communi- 
ty— information  that  Vene's  lawyer  Rob- 
ert I.  Targ  says  isn't  released  by  law 
enforcement  agencies. 

In  1983,  Burnard  and  Jean  Everett  of 
Okeechobee,  Fla.,  sold  a  car  repair  shop 
in  Delray  Beach,  Fla.  They  accepted  a 
small  downpayment  and  kept  a  mort- 
gage with  monthly  payments  of  $1,334, 
enough  to  cover  a  first  mortgage  and 
provide  for  their  retirement.  The  buyer 
was  indicted  on  drug  charges,  and  the 
government  in  1987  grabbed  the  proper- 
ty. While  the  Everetts  won  back  the 
property  in  a  foreclosure  suit,  they  can't 
take  possession  because  of  the  govern- 
ment's forfeiture  case,  which  has  been 
put  off  until  the  outcome  of  the  buyer's 
criminal  case,  set  for  July.  Meanwhile, 
the  Everetts  struggle  to  meet  monthly 
bills  and  risk  foreclosure  on  their  home. 
"We  never  thought  we'd  be  treated  this 
way,"  says  Jean  Everett. 

Some  federal  agents  assert  that  if 
they  know  the  owner  is  innocent,  they 
won't  bring  a  forfeiture  case,  even 
though  they  are  under  pressure  to  do  so. 
But  their  performance  reviews  are  part- 
ly based  on  their  ability  to  identify  and 
seize  assets.  Witness  the  government's 
motto  in  Operation  Polar  Cap;  "Hostile 
Takeovers  Our  Specialty." 

By  Gail  DeGeorge  in  Miami,  with  Tim 
Smart  in  Washington 
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Computers/Office  Equipment 


PACKARD  BELL  SS 

\mern.i  urvw  un  lisleninv  to  us.  //  ttUI  dtWi. 

PACKMATE286 
COMPUTER  WITH  HIGH 

RESOLUTION 
VGA  COLOR  MONITOR 


'  80286  microprocessor  (operates 
at  12  MHz), 

•  One  3-1/2"  1 .44  MB  floppy  drive. 

•  One  5-1/4"  1.22  MB  floppy  drive 

•  30  MB  fiard  drive 

•  1  MB  RAM  on  nnotherboard 
expandable  to  3  MB 

•  Includes  VGA  14"  color  monitor 
and  VGA  card. 

•  High  resolution  monitor:  640  x 
480  256  colors. 

•  IBM  compatible  •  AT  compatible. 

•  8  expansion  slots 

•  Dual  FDD/HDD  controller 

•  2  halt  height  drive  cavities 
exposed 

•  1  half  height  drive  cavity  enclosed 

•  2  senal  ports  •  1  parallel  port 

•  Real  time  clock/calendar 

•  Zero  wait  state. 

•  System  configuration  m  CMOS 
with  battery  back-up 

•  AT  style  101  key  professional 
keyboard  •  Small  footprint. 

•  Included  software  MS  DOS  3.3 
and  GW  BASIC 

•  145W  Universal  power  supply 

•  Socket  for  80287  coprocessor  on 
motherboard 

•  One  Year  Warranty! 

•  Factory  New!  Factory  Perfect! 

Manufacturer's 
Suggested  Retail 
$3,499.00 


$ 


DAMARK  PRICE: 


1499 


99 


Item  No  8-2112-132142 
Insured  Ship/Hand  $40  00 

FOR  FASTEST  SERVICE 
CALL  TOLL  FREE 

1-800-729-9000 

■■■■■■■■■■a 

DAMARK  INTERNATIONAL.  INC. 

6707  Shtngte  Creek  Parkway 
Minneapolis,  MN  5S430 
Cuslomer  Service  •  612  566-4940 

I  Please  rush  me:         Packard  Bell 

Computer(s)  @  $1499.99  each 
plus  $40.00  s/h  each. 
Item  No  B-2112-132142 
MN  res.  add  6%  sales  tax. 
I  Namn   ,  


I  Adrjress  

City  :5tate.Zip  . 


I  ncheckOvisa  QMasierCard  ODiscovei 
:.srd  No  


i  Cro  DalB        /        Ph  «  (  )_ 
r.^i.ure   


mAmrm 


Business  Opportunities 


FIRST  TIME  EVER 

Dealerships  Offered  to  the  Public 

(where  available) 


WANTED: 

Dealers  ttirougtiout 
the  U  S  to  help  us 
service  over  150 
million  overweight 
Americans  vjho  need 
our  affordable  plan 

If  accepted,  your 
cost  IS  only  $485.00. 
Your  profit  potential; 

SI 200  a  week  &  up 


Corop-U-O/e/ 


Comp-U-Dlel  is  a 


revolutionary  new  diet 
plan  of  the  90  s  that  is 
sweeping  the  country 
People  select  the  foods 
they  like  and  our 
computers  create  a 
personalized  plan  for 
your  clients 

NO  PILLS— NO  POWDERS 
NOT  MULTI-LEVEL 


There  Is: 

•  no  selling  or  customer  contact 

•  no  product  to  warehouse 

•  no  billing  or  collecting 

•  NO  EXPERIENCE  necessary  (we  provide  complete  trainin 
support,  and  do  all  ot  your  computer  processing') 

CALL  NOW  FOR  FREE  MAIL-OUT  BOOKLET 
1-800-942-9900  ext.  243 
Mon-Fri  9  am-5  pm  Eastern  Time 

UNITED  AMERICAN  MARKETING,  INC 

27280  Haggerty  Rd  ,  C-14 
Farmington  Hills.  Ml  48331  V 


g  and 


Patented  :  1989 


1  MILLION  CANS  OF  PEANUTS 
SOLD  DAILY 

NEW!  HOT  ROASTED  PEANUT 

VENDING  MACHINES 
GROUND  FLOOR  OPPORTUNITY 

To  be  the  first  in  your  area  to  own  and  operate  a 
Hot  Roasted  Peanut  Route.  Placed  in  all  bars, 
bowling  alleys,  pizza  parlors  If  you  owned  8 
machines  and  they  sold  only  2  bags  per  hour 
each,  this  would  generate  $3,000.00  monthly. 
Peanuts  are  America's  favorite  snacking  choice. 
However,  hot  roasted  peanuts  have  almost 
become  extinct  in  the  90's.  The  two  combined 
makes  the  tastiest  snack  around.  When  was 
the  last  time  you  had  peanuts  that  were  hot 
roasted? 

LIMITED  DISTRIBUTORSHIPS 
Only  $6800 
Call  World  Marketing 
24  hrs.  for  free  brochure 

(800)  447-3157   


Financial  Services 


SMALL  STOCKS 

We  think  it  only  fair  to  personally 
follow  the  advice  we  present  to  you 
in  The  Bowser  Report.     Thus,  our 
PERSONAL  PORTFOLIO  has  had  an 


ANNUALIZED 
CAIN  OF 
73% 

STARTED  IN  1986,  THIS 
IS  NOT  A  HYPOTHETICAL 
PORTFOLIO.  DOCUMEN- 
TATION ON  REQUEST. 


MAX  BOWSER 

FREE  SAMPLE  COPY 


MONTHLY  NEWSLET  TER'-ONLY  US  YEARLY 

BOX  6278.   NEWPORT  NEWS.   VA  23606 
804/877-5979 

newsletter  lor  slocks  $3  a  share  or  less 


Business  Services 


—  We'll  be  your — 
Export  Department. 

International  import/export 
company  with  100  years 
experience  in  foreign  trade 
m\\  become  your 

EXPORT  AGENT/MANAGER 

•  Represented  Worldwide 

•  Financing  Available 

•  Simplified  Transactions 

•  Language  Expertise 

Phone  Heinz  GorskI  or  Mike  Simond 
(201)  568-4920  or  FAX  (201)  568-0971 

RUDOLPHDESCO  COMPANY.  INC 

fv580  Sylvan  Avenue. 
Englewood  Clills.  New  Jersey  07632 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 


Business  Opportunities 


INDOOR  GOLI 


Golf  is  one  of  our  fastest 
growing  industries,  and  wn 
Par  T  Golf,  the  Incredible 
Indoor  Golf  system,  you  ca 
offer  your  guest  a  complett 
game  of  golf  on  world  clas 
courses,  like  Pebble  Beach 


Par  T  Golf  is  an  excellent 
addition  to  any  Hotel,  Resc 
Sports  Bar,  Golf  Store, 
Driving  Range  or  start  youJ 
own  Free  Standing  Facilityj 
For  more  info  on  Par  T  GoJ 
please  call. 

In  Sports  Marketing 
Tel:  (619)698-2201 
Fa.x:  (619)698-7648 


SELL  YOUR 


in  Japanese  M- 


PROPERTY  ^^^"^^ 


1000's  of  Brokers- 


lU  I A  DAM  vestors/Corporati  I 
111  «IHl  Hn  in  Japan  Freelr; 
lation/typesetting  Also  display  ads.  brokera' 
agency  services.  Japanese  HoriSBunli 
market  consulting  Call  lor  290CentreS! 
details  1-800-USA-2111  Newton, MA  021 


INCORPORATE  IN  DELAWARE 

$225  for  Complete 
Incorporation 
WHiniNGTON  &  AULGUR,  Lat 

Offices.  For  free  information 
Write  P.O.  Box  5550, 
Wilm  ,  DE  19808  or  Call 
1-800-441-9459 


Computers/  Equipment 


Mit9«  lavlngall    Ordf  Todays 


[Leu  IMonNor) 
■  AT-386  Motherboard  ■  S13R  M 

■  1.3  MB  PIOOPV  Drive  5.35 
■  Runs  All  MS-DOS.  PC-DOS.  LOTUS.  dBASE  111 
AutoCAD,  Words  tar.  Etc.         ■  1  vear  warrtn 
To  Order  or  For  Free  catak>o.  Call 

Stock  International 

t40a)9S4-1227 


ntfTrnflRYmflCi 


Our  1 4iri  yeaf  of  DISCOUNTS 
Tandy  -  Computers 
Radio  Shack^  Products 
Toll  Free  800-231-3680 
22511  KatvFwy  Kaly  (Houston)  TX  774: 
1  71 3-392-0747  Fax  (713)  574-456 


Financial  Services 


PAY  NO  ESTATE  TAX 


LOW  C05t,  "Secondto-Die"  Survivor  insuran 
Will  Do  It!  -  All  Ages  &  Health  Conditions 
Call  Todav  For  FREE  information 
Eisenberg  Associates 


I -800-777-5 76^ 
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MARKET-PLACE 
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Computers/Office  Equipment 


RENTALS 


Also  Available: 

•  Macintosh  •  IBM  PS/2 

•  Compaq   •  Laser  Printers 
0^  •  Laptops    •  Portables 

Next  Day  Delivery  And  a  host  of  other  peripherals 
Anywhere  in  the  U.S.A.  QgH  joH-Pree 


Computer  Kental 


800-765-4727 


Business  Services 

JS  BE  YOUR  DISTRIBUTOR 
N  THE  SOVIET  UNION! 

k>mpany  with  several  years' 

fience  in  the  USSR 

!  network  of  contacts  throughout 

)SSR 

>  in  Moscow,  Leningrad  and  Kiev 

tifished  sales  channels 

es,  showroom  and  warehouse 

llinn 

rrienced  associates  and  large  staff 
;USSR 

'RODUCTS  FOR  THE  USSR  MARKET 

lec.  Answering  Machines,  High  Security  Locks, 
Marms,  Tools,  Power  Tools,  Sewing  Machines, 
imable  Knitting  Machines,  Rotor  Tillers,  Smalt 
Fishing  Reels,  Waterproof  Watches,  Floppy 

deOCaSSetteS  Elecwcai  ■lems  require  220V  r^pacrry 

AMEST  Corporation 
(206)  743-7583,  FAX  (206)  742-1744 

^theli- Everett.  Hwy,  F-227,  Mill  Creek.  WA  98012 


ORPORATING?  '^f.^ 

Ifs  easy  in  Delaware  or  any 
state  with  our  fast,  reliable, 
inexpensive  sen/ice.  For  free 

information  call  toll  free 

(800)441-4303,  or  write: 

rm%  CORPORATE  AGENTS,  INC. 
ftwf  DepartmentBW,  Box  1281 
fanl  Wilmington.  BE  19899 


•THANK  YOU  AND 
FOLLOW  UP  CARDS* 

SALES  PEOPLE  AND  BUSINESSES 
ng  card  quality  Appropriate  business 
ige  %  the  cost  of  a  regular  greeting 
>end  $1  00  tor  a  sample  pack  and  bro 
PROFESSIONAL  GREETINGS, 
CHAVANIAC,  MANCHESTER,  MO 
.  For  retail  store  product  line  ONLY 
0-876  1520  exl  923 


to  ^\»o 


The  easiest  way 

'LACE  YOUR  ADS 

n  any  major  newspaper,  trade 

publication  or  magazine 
CALL  1-800-522-4-ADS 

(1-800-522-4237) 

CLASSIFIED 
AD  BUREAU 

24  hour  tax:  212-764-2934 

eaccept  [^)  32  |- 
yCut  out  and  retain  for  future  use 


Computers/Office  Equipment 


FREE  PRINTER 

WITH  EVERY  TALL  386  SYSTEM 


Buy  the  MODEL  AMERICAN TALL'"  386/25. 
and  you  get  a  24-Pin  LQ  printer  for  free 
This  incredible  value  includes: 

•  14"  VGA  Mono  Monitor 
•40  MB  Hard  Drive 
•80386-25  MHz  CPU 

•  10 1 -Key  Keyboard 

•  I  MB  Expandable  RAM 

•  High-Capacity  Floppy 

•  Free  I  Yr  On-Site  Service 

•  Free  Primer  {$500  Value) 

•  Free  Initial  Software  Consultation 

FCC  Class  B  Approved 
All  for  only  $2995  COMPLETE  Oil  for  more 
information,  to  order,  or  for  a  dealer  near  you 


MODEL  AMERICAN  COMPLTTER  CORPORATKDN  ' 

1-800-843-3838 

MaccrOnJ  &  VISA  attepied 


Corporate  Gifts 


LEATHER  ,,00^ 
BACKPAGK^^  52995 


ol  y«9(ery«ar  Rich  tan  cotot  

cargo  cofTiparTrT>«m  pJus  3  handy 
BipandatM  outside  pockets  Two  2 
■Kde  adjusiaDie  ittouUiot  straps 
Eicetlani  twwkbag  Otfer^  1.000  us«a 

tor  Itiose  "long  hours  on  the  irajl  S»na 

*  Sad5  delivery  Use  30  days, 
rTK>nev  bacK  >f  not  pleased  MasterCard  & 
accoptod  (phone  312-445-6166)  COO  require 
deposfl  Order  todayi  Midwest  CoTipanv,  Oept  L 
Chicago.  t:t  60620  Special  2  pacta  tot  t5&90  pc 


Wine  Cellars 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 


Visa/MC/AmEx/Discover 


Handmade  Wood  Cellars 

your  Lost 

296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

Not  Handmade 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Class  Door 

749 

659 

FurVault  holds  about 

8  Furs  $3495 

$  1895 

Custom  Cellars  &  Racking  Systems  -  Call  For  Ca&log 

134  W  131ST  St.  Los  Angclcs  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Corporate  Gifts 


FOR  YOUR  DESK  AND  YOUR  HEALTH 

Two  brilliant  golden  color  metal  balls  resting  on  a  laquer  finished  solid 
wood  stand  is  perfect  for  your  desk.  Yet,  the  Chinese  say  that  rotating 
these  metal  balls  in  the  palm  of  your  hand  will  reduce  stress  and  bring  on 
a  sense  of  relaxation.  A  blank  brass  plaque  is  included  for  engraving 
names  or  messages.  GREAT  FOR  GIFTS!  To  order,  use  Visa  or  IVIaster- 
card  and  call  toll  free  1-800-432-1989,  or  send  check  or  money  order  for 
$29.99  plus  $3.50  for  postage  and  handling  to:  VPT,  Inc.,  3422  W.  Ham- 
mer Lane,  Suite  J-1 1 0,  Stockton,  California  95209 


(Corporate 
Hes 

(150  PC.  minimum 


Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


.4. 


Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807 . 1  .S.A. 
Dept.  BW  (203)  869  5006 


Corporate  Gifts 


The  Ultitnate  Business  Accessory: 

A  GENUINE  PIGSKIN  LETTER  FOLIO 


SEND 

CHECK  OR  M.O.  TO: 


•  Natural  tan  color 

•  Hand  sewn  in  Europe 

•  Letter  size  writing  pad 

•  Pockets  for  business  cards 
and  notes 

•  Attractive  gift  box 

•  Sold  elsewhere  for  nearly 
triple  our  price 

•  quality,  soft  pigskin 
leather 

•  Satisfaction  Guaranteed 

(pen  not  induded) 


CI  r\%#ADX  MARKETING  PO  BOX  14811 
OLWYMfi  I  INTERNATIONAL 


PHILA,  PA  19134 


EMBROIDERED 
CAPS  FROM 
S395 

IMPRINTED 
CAPS  FROM 
$250 


IMAGE 
BUILDERS 


/ 


EMBROIDERED  POLO 
SHIRTS  FROM 
$1495 


MIN  OTY  144 

FREE  PROMOTIONAL  GIFT  CATALOG 
800-792-2277 
IN  CA  800-826-8585 

FAX  (415)  786-1111 

The  Corporate  Choice® 

W2  Poini  Eden  Wa\  •  Hayward.  CA  94545 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


Coins 


CELEBRATE  THE 

SOOTH 
ANNIVERSARY 

1492-1992 


THE  1893  "COLUMBUS- 
SILVER  HALF  DOLLAR 
Anofficial  U.S.Mintissue,struck 
almost  100  years  ago  to  honor  the 
400th  anniversary  of  the  discov- 
ery of  America.  The  Columbus 
bust  and  Santa  Maria/Old  &  New 
Worlds  reverse  were  never  re- 
peated. A  sleeping  classic — an 
heirloom  to  cherish. Very  Fine 
quality.  Certificate  of  Autnentic- 
ity  and  protective  case.  Postpaid 
prices.S29  each;  5  for  $139;  10  for 
S275;  20  for  $539 .  Order  #7705.  To 
order  by  credit  card,  call  toll-free 
1-800-451-4463.  Or  send  your 
check  or  money  order  to:  Interna- 
tional Coins  &  Currency,  Inc.,  11 
E.  State  St.,  Box  218,  Dept.  1542, 
Montpelier,  VT  05601.  Money- 
backguarantee — 30-day  homeex- 
amination. 
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Health/Fitness 


FACT: 

BODYFAT  IS 
YOUR  BEST 
FITNESS 
INDICATOR. 


Test 
Your 
Bodyfat 
at  Home 

In  seconds,  the  FUTREX*-1000.  based 
on  US  Government  tectinology,  dis- 
plays your  percent  bodyfat. 
Same  method  as  used  by  doctors  and 
fitness  experts  —  now  available  for  per- 
sonal use  —  as  simple  as  pointing  a 
nashlight 

CALL  FOR  FREE  BROCHURE  &  VIDEO 
TOLL-FREE  1-800-545-1950 
(Id  C«n«(U:  1-800-5S3-7681I 

AFUTREX  INC. 

130  W.  Maryland  Pkway. 
Hagerstown,  MD  21740 


Business  Opportunities 


OPPORTUNITY  TO  BUY 
PROFITABLE  BUSINESS 

Over  1000  to  choose  from  Many  with 
owner  financing  All  states  except  North- 
east 

AFFILIATED  BUSINESS  CONSULTANTS 
Ken  Williams  719-548-8886 
Colorado  Springs,  CO 


Health/Fitness 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 
office  chair 
reclines! 


r>„„UC„-,„_  FREE  Upg.  catalog 

JoacK^aver  1.800-251-2225  or  write 

S3  Jeffray  Ave..  Dept.  BW-26,  Holliston.  MA  01746 
InNA50M29-S940 


BUSINESSWEEK  f 
MARKET-PLACE 
100  EAST  OHIO  STREI" 
SUITE  632 
CHICAGO,  IL6061 1! 


Business  Software  j 

The  Executive  Desk  Register  of  4>lj( 
Held  Corporations.  All  5  000  US  ^poi 

tions  currently  trading  on  the  NYSEJM6 
and  NASDAQ  Includes  companyik.m< 
addresses,  telephone,  fax.  e)Oana 
ticker  symbol,  CEO.  CFO,  and  iliusi 
Published  monthly  on  IBM  PC  diettj 
Three  month  trial  subscription  $75i)  fn) 
Demand  Research  Corporation, 
Michigan  Ave  .  Chicago,  IL  60611  ' 
664-6500 


$75i)  fni 
on,  1>5| 
11  T  (3^ 


Business  Service  I 

"^ET  YOUR  PRODUCriifii 
TV/RADIO  TALK  SHOtfS 

The  perfect  addition  to  your  pino' 
tional  mix  for  produa  breakthr(ghv 
new  products,  line  extensions  anterv^ 
ices  Newspapers  and  magazines, lo  i 

The  Frank  Promotion  C<jp.* 

60  East  42nd  Street,  Suite  21 
New  York,  NY  10165 

(212)  687-3383 


IT  PAYS  TO  ADVERTISE  IN  THE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Week  Market-Place  Section  is  a 
special  advertising  feature  appearing  in  the  first 
issue  of  each  month  The  Markel-Place 
provides  an  ideal  Showcase  for  advertisers 
who  have  products  or  services  that  appeal  to 
Business  Week  s  more  than  6  2  million  respon- 
sive readers 

For  rates  and  information  mail  the  coupon 
below,  or  call  (312)  337-3090  or  FAX  (31 2)  337- 
5633   


MAIL  COUPON  TODAY 


BUSINESS  WEEK  MARKET-PLACE 
100  East  Ohio  St  ,  Suite  632 
Chicago,  IL  60611 

Name  

Company  

Address  

City  

Phone  


State  . 


.2ip_ 


PRLSLRVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


For  Problems  Facing 

The  Family-Owned  Business 


fj  How  do  you  winnow  out  old  family  advisers  Are  your  defenses  in  place  in  case  of  takeover 

wtio  tiave  been  featfiering  tfieir  own  nests  and        attempts,  proxy  figfits  or  tender  offers? 
grinding  ttieir  own  axes? 


How  do  you  train  successors  witliout  spoiling 
ttiem? 


1^  Wtiat  are  tfie  special  investing  and  tax 
opportunities  available  today  to  family 
businesses  and  to  family  members? 


fj  How  do  you  fii re  brigtit  managers  wtio  can 
never  actiieve  tfieir  tiigtiest  ambitions? 


Do  you  l<now  fiow  to  make  directors 
contributors  to  business  success  rather  ttian 
nostalgic  decoration? 


{j  Do  you  know  tiow  to  get  out  of  a  disastrous 
family  business?  Can  you  decode  tfie  distress 
signals?  Should  you  sell. ..or  try  to  salvage? 


1^  Where  can  you  find  expansion  financing 
without  giving  up  control  over  your  firm's 
future? 


{j  What's  a  fair  division  of  the  business 
between  heirs  who  work  there  and  heirs 
who  do  not? 


^  How  can  you  keep  the  kids  from  fighting 
among  themselves? 


If  your  family-owned  business  is  facing  questions  like  tfiese-then  a  brand-new  newsletter  from 
McGraw-Hill  can  be  of  great  service. 

Introducing:  Tlie  BusinessWeek  Newsletter  for  Family-Owned  Business 


The  BusinessWeek  Newsletter  for 
Family-Owned  Business  is  designed  to 
be  a  totally  objective  and  expert  family  retainer 
devoted  wholly  to  your  interests.  It  is  filled 
with  case  histories,  facts,  figures,  and 
specific  answers. 

In  each  biweekly  issue,  you'll  have  access  to 
new  developments  in  accounting  controls,  equity 
dilution  prevention,  takeovers,  acquisitions  and 
mergers,  strategic  planning,  and  financial 
planning  that  can  directly  affect  your  business. 
And  sensitive  advice  on  how  to  adapt  this  news 
to  your  family's  individual  personality  and  needs. 


Few  executives  in  a  family  business  realize 
how  vulnerable  they  are  to  certain,  extremely 
specialized  problems.  So  our  regular  columnists 
on  taxes,  financing,  law,  family  relations,  and 
compensation  provide  many  otherwise  unavailable 
compasses  and  charts  necessary  to  navigate  these 
dangerous  waters. 

A  unique  stock  index  developed  by  The 
BusinessWeek  Newsletter  for  Family-Owned 
Business  will  track  publicly  traded  companies 
still  in  family  hands. 

This  information  is  available  nowhere  else. 


Sign  up  for  a  one-year  ctiarter  subscription  to  The  BusinessWeek  Newsletter  for 
Family-Owned  Business  at  the  introductory  rate  of  $299.  If  at  any  time  you're  not  satisfied, 
cancel  the  subscription  and  get  a  refund  covering  the  balance  of  ttie  issues  remaining  in 
your  subscription. 


Ill  this  national 
ll-free  number 
id  charge  your 
bscription  to  any 
ajor  credit  card! 


1-800-445-9786 


The  BusinessWeek  Newsletter  for  Family-Owned  Business 

McGraw-Hill  Publishing  Company 

1221  Avenue  of  the  Americas.  36  Fl,  New  York,  NY  10020 

212-512-3113 
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Electronics 


A  PEEK  AT  HOME  VIDEO'S 
LATEST  LEAPS 


You  may  think  you  own 
enough  video  and  au- 
dio gear  to  prechide 
spending  another  dime.  But 
as  the  Consumer  Electronics 
Show  that  starts  June  2  in 
Chicago  will  reveal,  manufac- 
turers have  plenty  of  new 
products  to  appeal  to  your 
eye,  ear,  and  checkbook. 
"The  emphasis  will  be  on 
fancy  technological  foot- 
work," says  Robert  Ger- 
son,    editor   of  This 
Week  in  Cotisumer 
Electronics.  Here's  a 
preview  of  some  items 
that,  if  not  already  in 
stock,  will  be  on  dis- 
play in  dealer  show- 
rooms this  summer. 

Instead  of  mere- 
ly selling  TV  sets, 
most  major  electron- 
ics  marketers  are 
now  pushing  a  "home 
theater"  concept.  That' 
an  all-new  integrated  sys- 
tem pairing  a  TV  screen  the 
size  of  a  card  table  with  a 
superior  multiple-loudspeaker 
sound  system. 

The  accent  on  improved 
sound  is  good  news  for  audio- 
philes  who  have  long  be- 
moaned the  tinny  3-inch 
speakers  at  the  front  of  most 
TV  sets.  Lacking  bass  re- 
sponse, the  little  speakers 
can't  do  justice  to  either  rock 
videos  or  operas. 
BETTER  BASS.  In  the  past, 
some  makers  tried  to  solve 
the  problem  by  putting  larger 
speakers  behind  the  picture 
tube  facing  outward  on  either 
side — an  idea  that  produces 
muffled  sound  if  the  set  is 
rack-mounted  and  unpleasant 
echoes  or  poor  stereo  separa- 
tion even  if  it  isn't.  Now,  sev- 
eral new  sets  provide  better 
solutions. 

One  an.-;wer  is  to  use  a 
large,  low-bass  speaker  inside 


the  set,  with  two 
smaller  high-tone  speakers 
placed  elsewhere  in  the  room 
to  provide  full  sound.  Sony, 
for  example,  found  space  in- 
side the  cabinet  of  its  new  27- 
in.  ($1,450)  and  32-in.  ($2,700) 
sets  for  an  8-in.,  20-watt  sub- 
woofer  that  fills  the  room 
with  bass  notes.  And  you  get 
a  matched  pair  of  5-in.  mid-to- 
high-range  speakers  that  can 
be  hung  on  either  side  of  the 
set  or  tucked  away  on  book- 
shelves. Taking  a  reverse  ap- 
proach, JVC  augments  a  small 
speaker  inside  its  large-screen 
digital  sets  ($2,000  and  up) 
with  a  pair  of  detachable 
shoebox-size  speakers  that  re- 
inforce bass  tones. 

A  31-in.  TV  from  Panasonic 
($2,199)  packs  a  woofer  and 
tweeter  in  each  of  two  en- 
closed acoustic  chambers  on 
either  side  of  the  picture  tube 
at  the  roomy  rear  of  the  cabi- 
net. The  enclosure  boosts  the 
bass,  and  the  enhanced  sound 
travels  through  two  horns  to 
emerge  from  slender  grilles 


at  the  front.  And,  for  viewers 
who  want  a  movielike  "sur- 
round-sound" effect,  this  and 
many  other  new  sets  boast 
audio-out  jacks  that  let  you 
pipe  the  TV  sound  through  the 
speakers  of  your  stereo. 

While  TV  makers  worry 
about  improved  audio,  some 
manufacturers  of  audio  equip- 
ment are  adding  "video  out" 
circuits  to  their  products  that 
allow  them  to  be  hooked  up  to 
your  TV.  The  result:  a  menu 
display  on  your  TV  screen  that 
makes  it  easy  to  use  a  remote 
control  to  guide  a  CD  player, 
to  dub  tapes  on  a  dual-cas- 
sette deck,  or  to  have  a  radio 
tuner  change  stations  at  a 


preset  time.  No  more  1> 
to  stoop  and  peer  at  a, 
display  pan 
the  unit 
Among  audiii 
ers  offering  the  ■ 
feature,    Mits  i 
has  it  in  an  unusui 
FM  receiver,  at  $1,19 
the  remote  control,  yo  fi 
your  room's  dimension  a 
the  on-screen  display.  | 
the  unit  calculates  the 
of  time — in  millisecondsl 
it  should  delay  the  soumj 
ing  from  loudspeakers 
rear  of  the  rooj 
those  in  the  frJ 
produce  a  tru| 
round-sound 
A  new  VCR 
Panasonic  ($54l 
only  has  an  on-a 
display  to  mak^ 
gramming  easy: 
chips  let  it  "talk"  al(] 
verify  that  you  have 
properly. 
SIX-SCREEN  REVIEW.  So'jUf 


cated  electronic  comput 
permit  all  sorts  of  tri< 
some  makers'  new  pi 
lines.  In  addition  to  sou 
lay  processing,  JVC's 
and  35-in.  digital  TV  rec 
offer  a  feature  that 
you  to  program  in  your 
favorite  channels.  Ther 
press  on  the  remote  c 
puts  three  still  pictures  ( 
screen  at  one  time  that 
what's  on  each  channe' 
other  press  lets  you  se 
images  from  as  many  ; 
different  movies,  sporb 
grams,  newscasts,  or 
shows  in  any  category 
are  simultaneously 
broadcast  on  the  channel 
have  specified.  After  a  | 
to  choose  which  imag( 
want  more  of,  another 
eliminates  the  small  pic 
and  the  show  you  have  s 
ed  becomes  full-size.  It 
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If  d- 


162  BUSINESS  WEEK/JUNE  4,  1990 


PERSONAL  Bi 


y  through  numerous 
Is  to  see  what's  on. 
idy,  some  dealers  have 
and  camcorders  from 
■'isher,  JVC,  and  others 
angtags  that  trumpet 
yal  of  "artificial  intelli- 
and  "fuzzy  logic." 
products  contain  sen- 
.  sors    that  take 
^4 


measurements  of  vari- 
.ctors,  such  as  the 
ess  of  a  picture  tube 
amount  of  light  in  the 
rhen,  computer  chips 
e  what  fine-tuning  ad- 
its are  needed.  The  re- 
in improved  picture  in 
it  or,  in  a  camcorder, 
r  focus  on  a  moving 

uses  the  new  electron- 
;ept  and  a  built-in  data 
"perfect  picture"  in- 


corrections,  if  needed,  at  each 
point  on  the  screen.  The  cir- 
cuitry can  also  factor  in 
changes  that  need  to  be  made 
as  the  set  grows  older  and  the 
picture  deteriorates. 

A  fuzzy-logic  system  also 
helps  keep  moving  objects  in 
focus  for  Fisher's  unusual 
horizontal-shape  8-mm  cam- 
corder ($1,199).  It's  designed 
to  be  held  with  both  hands, 
inoculars-style,  to  en- 
sure steady  pictures. 

With  their  small 
size,  light  weight,  and 
two-hour  recording 
time,  8-mm  camcorders 
are  gaining  favor 
against  the  dominant 
full-size  VHS  models, 
while  the  in-between  VHS-C 
(for  "compact")  units  are  slip- 
ping in  popularity.  Hoping  to 
stem  the  tide,  Panasonic's 
new  lightweight  VHS-C  Palm- 
corder ($999)  is  as  small  and 
easy  to  grip  as  a  softball.  Its 
videotapes,  up  to  90  minutes 
in  length,  play  on  your  TV 
when  you  connect  the  cam- 
corder directly,  or  you  can 
slip  the  tiny  cassette  into  an 
adapter  that  pops  into  a  VHS 
VCR.  Or,  you  can  play  the  cas- 
sette through  the  TV  with  the 
VCR  on  "record"  to  make  a 
full-size  copy  of  your  tape. 
DUELING  REMOTES.  One  of  the 
most  innovative  devices 
comes  from  Sony.  It's  an  add- 
on to  make  full-color  snap- 
shot-size photos  of  any  image 
on  your  TV  screen — but  it 
costs  $1,500.  Lest  you  think 
that  all  of  the  new  electronics 
gear  is  pricey,  Sony  is  offer- 
ing an  inexpensive  answer  to 
a  familiar  question:  "Who's 
got  the  remote?" 
A  spare  remote 
control,  the  gad- 
get works  with 
virtually  all  Sony 


ion 
tee 
lality 
in   its  large- 
TVs.  Sensors 
250  reference 
)n  the  screen  60  times 
d,  and  the  results  are 
i  against  color,  bright- 
nd  sharpness  figures 
he  data  base.  Then, 
igic  calculations  order 


TV  sets  and  is  the  size  and 
thickness  of  a  credit  card — 
small  enough  for  each  family 
member  to  keep  one  in  his  or 
her  pocket.  The  cost?  Less 
than  $20.  Don  Dunn 


Leisure 


PHiLLY'S  USER-FRIENDLY 
SCIENCE  MUSEUM 


Wonder  how  micro- 
chips are  made?  Or 
what  causes  the  ex- 
tra inch  of  height  that  astro- 
nauts add  in  space?  Or  just 
what  it  is  that  genetic  engi- 
neers do?  Visitors  to  Philadel- 
phia can  get  answers  to  such 
questions  at  the  Futures  Cen- 
ter, a  stunning  $72  million  ad- 
dition to  the  city's  science  mu- 
seum, the  Franklin  Institute. 

Opened  in  May,  the 
Futures  Center  makes 
science  education  ex- 
citing. No  dry  text- 
books or  Bunsen  burn- 
ers here.  Instead,  for 
the  $7.50  price  of  ad- 
mission ($6  for  kids 
and  seniors),  visitors 
can  stroll  through  a 
model  of  a  human  cell 
and  fiddle  with  eerily 
blue-lit  exhibits  that 
explain  brain  function. 
Or  they  can  see  them- 
selves 25  years  hence 
by  "aging"  a  video  im- 
age of  their  faces.  A 
space  exhibit  lets  them 
mine  simulated  moon- 
rocks  with  tricky-to- 
operate  robot  arms. 

By  offering  buttons 
to  press  and  devices  to 
hold,  the  Futures  Cen- 
ter makes  science  a 
playful  affair.  Says  Franklin 
Chairman  Charles  Andes: 
"You  don't  learn  to  play  bas- 
ketball from  a  book,  you  learn 
by  shooting  baskets." 
FRESH  GLOSS.  More  than  just 
a  collection  of  dazzling  dis- 
plays, the  center  provides 
practical  resources,  too. 
Trained  staffers  roam  about 
to  explain  the  exhibits.  Uni- 
sys, a  big  Franklin  booster, 
has  installed  computer  termi- 
nals that  answer  questions. 

The  Futures  Center  will 
continue  to  be  updated.  The 
Cutting  Edge  Gallery  high- 
lights emerging  technologies, 
such  as  a  new  touch-sensitive 
laser  scalpel.  And  innovations 
will  be  added  as  they're  de- 
vised to  Future  Health,  which 


displays  a  lifesize  model  of  a 
woman  with  every  prosthetic 
device  available,  including  an 
artificial  hand  and  heart. 

The  center  puts  a  fresh 
gloss  on  movie-going.  Its  Om- 
niverse  Theater  projects  70- 
mm  films  on  a  domed  ceiling 
that's  79  feet  in  diameter  with 
56  surrounding  speakers.  Cur- 
rent offerings:  an  eight-min- 
ute montage  of  Philadelphia 


TRYING  ON  A  SPACE  HELMET  FOR  SIZE 


and  To  the  Limit,  which  de- 
picts the  effects  of  physical 
exertion  on  ballerinas  and 
skiers. 

The  center  also  offers  vid- 
eos showing  how  futurists 
from  years  back  pictured  the 
world  of  tomorrow.  Their  vi- 
sions of  ubiquitous  personal 
helicopters,  radio-controlled 
highways,  and  enclosed  cities 
did  not  materialize.  But  pollu- 
tion and  overpopulation  did, 
and  these  problems  are  dis- 
cussed in  exhibits  pointing  up 
the  limits  of  science. 

The  Franklin  (215  448-1200) 
shows  how  important — and 
lively — science  can  be.  It's 
one  activity  computer-literate 
13-year-olds  can  share  with 
their  parents.  Joe  Weber 
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Smart  Money 

THE  THRIfTIEST  WAY 
TO  BUY  STOCKS 


Even  Charles  Schwab  can't 
beat  this  offer:  Buy 
stock,  sometimes  at  a  dis- 
count, without  paying  bro- 
kerage fees.  Now  that's  the 
appeal  of  dividend  reinvest- 
ment plans,  or  DRPs.  DRPs 
are  designed  for  conserva- 
tive, long-term  investors  who 
want  dividends  channeled 
back  into  the  purchase  of 
more  shares,  in  some  cases 
at  prices  3%  to  5%  below 
market. 

But  DRPs  have  a  more  ba- 
sic logic  to  recommend  them. 
"They're  a  great  way  to  dol- 
lar-cost average,"  says  Jo- 
seph Tigue,  managing  editor 
of  Standard  &  Poor's  The 
Outlook  ($2;  25  Broadway, 


SOME  DRPs 
WITH  DISCOUNTS 


Stock  Percent 

price*  discount 

FLEET/NORSTAR 

FINANCIAL 

22V2  5% 

EMPIRE  DISTRICT 

ELECTRIC 

31V8  5 

1.9.  MORGAN 

36%  3 

TEXAS  UTILITIES 

36V2  5 

*As  of  May  21 

DATA:  BW 

New  York,  N.  Y.  10004). 
That's  a  system  of  investing 
similar  amounts  of  money 
regularly,  so  you  buy  fewer 
shares  when  prices  are  high 
and  more  when  prices  are 
low. 

About  600  companies  listed 
on  the  New  York  and  Ameri- 
can Stock  Exchanges  will  re- 
invest dividends,  usually  at 
no  charge.  Among  The  Out- 
look's, list  of  such  stocks, 
those  with  discounts  and 
rankings  of  A  or  A  +  by  S&P 
include  Fleet/Norstar  Finan- 
cial, Texas  Utilities,  and  J.  P. 
Morgan,  A  more  complete 
listing  of  i,000  DRPs  is  in  the 
!  Directory  of  Companies  Of- 
fering Dividend  Reinvest- 
ment Plans  ($28.95  from  Ev- 


ergreen Enterprises,  P.  0. 
Box  763,  Laurel,  Md.  20725). 
While  the  number  of  plans 
with  discounts  is  dwindling, 
about  150  still  have  them. 

Investors  usually  have  to 
buy  stock  from  a  broker  be- 
fore they  can  join  a  compa- 
ny's DRP.  A  few  companies — 
Central  Vermont  Public  Ser- 
vice, Johnson  Controls,  and 
W.  R.  Grace — let  you  make 
the  initial  stock  purchase  di- 
rectly by  calling  for  a  pro- 
spectus and  enrollment  form. 
BUY  DIRECT.  Once  you're  in 
the  plan,  you  can  often  buy 
additional  stock  from  the 
company  on  top  of  what 
your  dividends  cover.  Month- 
ly or  quarterly  minimums 
start  at  $10,  and  the  ceiling 
is  often  $5,000  per  quarter. 
If  there's  any  service  charge, 
it's  usually  around  $5.  Fees 
for  selling  tend  to  be  less 
than  you'd  pay  a  broker. 

One  big  drawback,  howev- 
er, is  that  you  can't  get  in 
and  out  of  the  market  at 
will.  Additional  cash  pur- 
chases of  stock  are  made  on 
set  monthly  or  quarterly 
dates.  The  same  schedule  of- 
ten holds  for  selling  shares. 

The  National  Association 
of  Investors  Corp.  (NAIC), 
based  in  Royal  Oak,  Mich., 
offers  members  a  way  to 
join  hundreds  of  DRPs  with- 
out buying  the  initial  shares 
on  the  market.  The  NAIC 
makes  the  initial  purchase  it- 
self, then  members  invest 
through  the  naic  and  have 
the  shares  transferred  into 
their  names.  You  can  start 
with  as  little  as  one  share — 
enough  to  launch  a  child's 
portfolio.  It  costs  $32  a  year 
to  belong  to  the  NAIC,  which 
charges  a  onetime  $5  fee  for 
each  plan  you  enter. 

If  you  find  a  stock  you  like 
that  offers  a  discount,  you'll 
share  your  bonus:  The  IRS 
taxes  the  amount  of  the  dis- 
count from  the  fair  market 
value.  Suzanne  Woolley 


Outdoors 


GIVE  THAT  PRIZE  CATCH 
A  SECOND  CHANCE 


When  Captain  Pete 
Greenan's  clients 
hook  a  trophy-size 
tarpon  off  the  Gulf  coast,  the 
Sarasota  (Fla.)  fishing  guide 
urges  them  to  take  measure- 
ments and  pictures  quickly — 
and  let  their  hard-won  prize 
swim  free.  That's  no  fluke. 
From  the  high  Sierra  to  the 
Florida  Keys,  "catch-and-re- 
lease"  fishing  is  becoming  as 
much  a  part  of  the  sport  as 
expensive  rods  and  bug  bites. 

So-called  conservation  fish- 
ing is  taking  hold  for  several 
reasons.  Between  environ- 
mental assaults  such  as  acid 
rain  and  the  growing  popular- 
ity of  fishing,  the  best  fishing 
waters  have  been  depleted. 
The  sport's  future,  then,  de- 
pends on  protecting  the  prey. 

Catch-and-release  works 
best  with  flys  in  both  salty 
and  fresh  waters.  That's  be- 
cause it's  nearly  impossible  to 
use  conventional  barbed 
hooks  with  bait  or  multiple- 
hook  lures.  With  both,  the 
risk  of  lethal  injuries  is  simply 
too  great.  However,  artificial 
flies  tend  to  just  catch  the 
fish  by  the  lip. 

Fish  handling  is  also  impor- 
tant. Don't  "overplay"  the 
fish  or  it  may  become  too  ex- 


hausted to  recover.  Ne 
handle  it  gently,  removir 
hook  with  pliers.  If  the 
is  deeply  embedded,  le; 
in,  but  cut  the  line  close 
Keep  the  fish  under 
except  to  snap  a  photo, 
fish  is  listless,  hold  it 
water  for  about  30  sei 
pointed  upstream  to  ge 
ter  flowing  through  the 
until  the  oxygen  revives 

'BETTER  THAN  EVER.'  Altl 
fishing  proponents  w( 
that  catch-and-release  n 
tions  would  drive  an 
away,  the  opposite  has 
pened.  Thanks  to  strict 
on  Montana's  Madison  ' 
for  example,  "the  resou 
intact,  and  the  fishing  i: 
ter  than  ever,"  says 
Thies  of  the  Federation  < 
Fishers  in  West  Yellows 

The  FFF  (406  646-95^ 
one  of  several  groups  pr 
ing  fly  fishing.  Regional 
nizations  such  as  Calb 
Trout  (415  392-8887)  pi 
information,  too. 

Even  some  taxider) 
support  the  effort.  With 
tos  and  measurements, 
can  make  fiberglass  re 
of  trophy  fish  that  aci 
look  better  than  the 
thing.        Joan  O'C.  Han 
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Education 


TING  MORE  OOMPH 
rOUR  ORATORY 


obert  Burns  once  wrote 
of  the  yearning  to  see 
ourselves  as  others  see 
lay,  thanks  to  the  cam- 

the  poet  could  see 
f,  hear  himself — and 
5  critiqued.  How  would 
that?  I  think  I  know, 
md  out,  as  many  man- 
do,  by  taking  a  crash 

in  communicating. 
)f  the  time,  I  felt  like  a 
ly  under  a  magnifying 
By  the  time  I  was  re- 
though,  I  had 
ited  some  dis- 
<;  habits  and  had 
!ful  of  pointers 
f  to  handle  any 
;e. 

imber  of  image 

run  such  pro- 

for  corporate 
.   Among  the 

firms  are  New 

Communispond 
87-8040),  Atlan- 
peakeasy  (404 
J9),  and  Chica- 
]xecutive  Tech- 
(312  266-0001). 
r  Communica- 

based  in  San 
SCO  (415  546- 
taught  my  one- 
jnior-executive 
,  which  costs 
Pricey — but  the 
>  six  students;  a  two- 
ision  for  15  costs  less, 
instructor,  Bert  Deck- 
)lays  all  the  empathy  of 
sergeant:  "I've  trained 
2,000  people,  and  there 
lyone  who  comes  here 
ally  wants  to  be  here," 
>ecker,  a  former  docu- 
y  filmmaker.  Yet  the 
tion  to  tough  it  out  is 

Managers  spend  94% 
r  time  communicating, 
f  off  cues  about  our- 
dozens  of  times  a  day." 
in  find  out  what  sort  of 
Mter  taking  my  turn 
ig  up  and  telling  the 
.bout  my  job  and  fam- 
m  whisked  off  to  watch 
•  replay.  There  I  am,  in 
color,  looking  at  the 


floor  and  occasionally  heaven- 
ward. Staring  longingly  at  the 
(off-limits)  shelter  of  the  lec- 
tern. Clutching  my  prop,  a 
ballpoint  pen,  and  using  it  to 
make  feeble  gestures.  Rock- 
ing backward,  with  my  voice 
a  guarded  monotone.  And,  sin 
of  sins,  I  often  stall  with  a 
meaningless  "uh." 

The  tape  ends.  I  am  shaken 
and  don't  believe  that  I  will  be 
redeemed  as  a  speaker  in  just 
one  day.  But  my  coach  finds 


generalizations:  "We  are  all 
better  than  we  think  we  are." 

My  peers,  meanwhile,  dis- 
play flaws  of  their  own.  An 
advertising  exec  fails  to  leave 
room  in  her  speech  for  the 
commas  or  periods  that  would 
let  listeners  keep  up  with  her 
rapid-fire  thoughts.  A  manu- 
facturing honcho's  delivery  is 
so  wooden  that  he  might  have 
been  reading  aloud  from  a 
physics  text. 

Soon,  Decker  tosses  us 
some  surprise  ad-lib  topics. 
Mine  is  "feet,"  and  what 
counts  here  is  not  accuracy 
but  free  association  and  en- 
thusiasm. ("They're  vital  to 
the  shoe  industry,"  I  offer.) 
Later,  in  pursuit  of  persua- 
sion, we  have  to  outline  and 


BW'S  lANSSEN  AND  COMMUNICATION  COACH  DECKER  REVIEW  JANSSEN'S  PERFORMANCE 


glimmers  of  hope.  After  the 
first  minute,  I  had  let  a  smile 
break  through,  and  I  had 
even  said  something  mildly 
amusing.  (Personal  and  au- 
dience-tailored anecdotes  are 
in;  jokes  are  out.)  And,  while  I 
didn't  use  my  hands  expan- 
sively enough,  I  never  put 
them  in  my  pockets.  It  is  time 
for  one  of  Decker's  upbeat 


Worth  Noting 


■  MAESTRCS  MUSIC.  Now  in 

stores:  the  first  of  82  compact 
disks  in  The  Toscanini  Col- 
lection. Over  four  years,  BMG 
Classics  aims  to  reissue  all  of 
the  recorded  New  York  Phil- 
harmonic and  NBC  Symphony 


deliver  a  speech  on  a  real-life 
situation,  such  as  urging  a 
skeptical  sales  force  to  push 
low-end  merchandise. 

In  between,  we  absorb 
Decker's  minilectures  on  prin- 
ciples. A  speech,  he  proclaims, 
should  convey  an  overall  im- 
pression rather  than  just 
facts  and  figures:  "You  have 
to  reach  people  emotionally, 


performances  he  led  between 
1920  and  1954. 

■  ON  THE  ROAD.  Bed-and- 
breakfast  establishments  are 
usually  associated  with  quaint 
New  England.  But  New 
World  Bed  &  Breakfast  (800 
443-3800)  represents  120  B&Bs 
in — of  all  places — Manhattan. 
Prices  range  from  $40  to  $65 


not  mechanically,  if  you  want 
to  cause  change."  Our  words 
are  only  a  small  part  of  the 
message  we  convey  and  are 
easily  undercut  by  visual  cues 
such  as  poor  posture  or  dart- 
ing eyes. 

To  avoid  such  a  problem,  he 
reminds  us  of  things  our 
mothers  probably  taught  us, 
plus  some  finishing  touches. 
Like  not  slouching.  We  learn 
to  stand  with  our  knees 
flexed,  tilting  slightly  for- 
ward, a  nuance  of  body  lan- 
guage meant  to  serve  us  as 
well  at  a  cocktail  party  as  on 
the  speaker's  platform.  In- 
stead of  averting  our  eyes 
from  one  amorphous  glob  of 
an  audience,  we  learn  to  seek 
eye  contact  with  an  individ- 
ual— for  three  to  six 
seconds,  max,  that  is. 
We  find  we  do  gain  en- 
couragement from  this 
fleeting  but  intimate 
human  contact.  Then 
we  move  on  to  nurture 
rapport  with  another 
listener. 

More  videotapes 
show  we  are  improv- 
ing. And  we  are  made 
privy  to  some  of  the 
subtler  secrets  of  well- 
coached  CEOs  and  pols. 
Never  say:  "That's  a 
good  question."  (It  re- 
flects poorly  on  other 
questions.)  Look  away 
fast  from  a  hostile 
questioner,  so  you 
don't  get  locked  into  a 
counterproductive  de- 
bate. When  you  avoid 


making  a  direct  reply,  use  the 
question  as  a  bridge  to  a  point 
you  wish  to  make. 

To  make  the  most  of  a 
crash  course,  follow  up  on 
your  own  later.  All  it  takes  is 
a  videocamera  or  just  a  mir- 
ror and  a  simple  cassette  tape 
recorder.  When  will  I  start 
finding  the  time  for  this? 
Well,  uh  . .  .  .       Dick  Janssen 


for  a  room,  $90  to  $120  for  an 
apartment. 

■  FACE  THE  FAX.  Fremont 
Communications'  Fax96  board 
(415  438-5000)  turns  a  person- 
al computer  into  a  fax  ma- 
chine. The  $195  board  lets  an 
IBM-compatible  PC  send  mes- 
sages to  faxes  or  receive  in- 
coming ones  onscreen. 
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FINANCIAL  PRODUCTS 
AND  SERVICES 

1.  Andersen  Consulting 

2.  Blue  Cross  &  Blue 
Shield  Assn. 

3.  CIGNA  Corporation 

4.  Kemper  National 
Insurance  Companies 

PRODUCTS/SERVICES 

5.  American  Gas 
Association 

6.  Anritsu  Corporation 

7.  Canon  Color  Laser 
Copiers 

8.  Compaq 

9.  Daevi^oo 

10.  FII.ENET  Corporation 

11.  47th  St.  Photo 


12.  Fujitsu  Imaging 
Systems  of  America, 
Inc. 

13.  Infiniti  Luxury  Cars 

14.  Intergraph  Corporation 

15.  MCI  Communications 
Corporation 

16.  Mannesmann  AG 

17.  NCR  Corporation 

18.  Nikko  Hotel  Int'l/Hotel 
Nikko  Hong  Kong 

19.  Novell  Inc. 

20.  Robert  Bosch  USA 

21.  Savin  Corporation 

22.  Schott  Corporation 

23.  Siemens  Corporation 

24.  Toshiba  America 
Information  Systems 
Inc.,  Computer  Systems 
Division 


25.  U.S.  -  China  Business 

26.  U.S.  Postal  Service 
Express  Mail  Service 

27.  Universal  Data  Systen 
(UDS) 

28.  Volvo  Cars  of  North 
America 

COMPUTER  SOFTWA 
Special  Editorial  Rep 

30.  Arche  Technologies, 
Inc. 

31.  EMC  Corporation 

32.  Hewlett-Packard/ 
Personal  Computers 

33.  Oracle  Corporation 

34.  Primavera  Systems 
Incorporated 

35.  Software  AG 
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Dow  Chemical  60 
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Lambert  116 


Eaton  102 

Electronic  Data 
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Envirogen  96 
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AMERICA'S  TECHNOLOGY 


Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 

Target: 

•  hard-to-tind  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  ne//  opportunities 

•  new  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National /Regional/Custom 
FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street,  Suite  200 
Woburn,  IVlassachusetts  01801 
(617)  932-3939  •  FAX  (617)  932-6335 
TLX  497-2961  CRPTECH 


HGHT 
HEART 
DISEASE. 


DISEASE 


Support 
the  American 
^Diabetes 
Association. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  < 
of  the  worst  diseases  of 
our  time. 
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Recently,  the  Association  of 
Information  and  Image  Management 
(AIIM),  together  with  Datapro 
Research,  conducted  a  survey  of  over 
1,700  information  industry  profes- 
sionals. They  rated  FileNet  Number 
One  over  some  very  impressive 
companies.  Companies  like  IBM, 
Wang  and  Kodak. 

FileNet  makes  imaging  work 

Maybe  they  were  impressed 
that  FileNet  systems  are  built  on  an 
open  architecture,  allowing  a  variety 
of  computers  to  access  and  store 
i  mages,  data  and  text  of  any  type  on 
a  FiisNel  system. 

Or  perhaps  it  was  FileNet's 


WorkFlo '  family  of  application  soft- 
ware, the  key  to  automating  busi- 
ness applications  that  manage  and 
process  large  volumes  of  incoming 
documents  and  files. 

Most  likely,  it  was  because 
FileNet  has  the  best  track  record 
of  successful  production  instal- 
lations of  any  image  processing 
company  in  the  world.  In  fact, 
FileNet  customers  recently  received 
four  out  of  eight  BIS/CAP  awards 
for  imaging  excellence... including 
first  place  for  American  Airlines. 

If  you're  interested  in  image 
processing,  shouldn't  you  talk  to  the 
imaging  company  with  the  most 
satisfied  customers? 


Free  report  ti 

Conduct  some  research  of 
your  own.  For  the  story  behind  the 
AIIM/Datapro  survey,  call  or  write  ^ 
FileNet  Corporation,  3565  Harbor 
Blvd.,  Costa  Mesa,  CA  92626, 
714-966-3900.  ... 
In  today's  com- 
petitive envi- 
ronment, you  " 
can't  afford  to  ^ — 
overlook  the  bene- 
fits imaging  can  bring 
to  your  business. 


FileNet 

First  in  image  processing. 


'-":-i5t  and  Wo-'kf  lo  are  registered  trademarks  of  FileNet  Corporation. 
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jat  week  for  stocks, 
ines  industrial  overage 
new  high  in  four  of 
troding  sessions.  The 
Poor's  500  is  catching 
i  stands  less  than  1  % 
Id  record.  Small-com- 
ore  also  ioining  in  the 
srcentage  gain  in  the 
)  neorly  doubled  that 
ame  stocks.  British  eq- 
d  3%,  Canadian  is- 
1  %,  and  Japanese 
nued  to  recover  from 
irter's  huge  losses. 


52-week  change 
+  12.6% 


BONDS 

May  17-23                     May      Nov.  May 
365        1500  1  


1-week  change 
-+-1.5% 


.  345  900 


THE  DOLLAR 

May  17-23                    May      Nov.       May     May  17-23 
1320        110  1  


Shearson  Lehman 
Treasury  Index 


52-week  change 
-0.4% 


1  -week  change 
+  0.6% 


1260  90 


1230  80 


1200  70 


J.  P.  Morgan 
Index 


32-week  change  1 -week  change 

-6.2%  +0.6% 


ET  ANALYSIS 


:ks 

Lotest 

%  change 
Week  52-week 

FUNDAMENTALS 

Utest 

Week  ago 

Year  ago 

S  INDUSTRIALS 
^NIES  (Russell  1000) 
APANIES  (Russell  2000) 
^NIES  (Russell  3000) 

2856.3 
186.8 
167.8 
198.9 

1.3 
1.6 
2.4 
1.7 

15.0 
10.6 
-1.0 
9.7 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S8.P  500  PRICE/EARNINGS  RATIO 

7.9% 
8.6% 
3.2% 
16.5 

7.9% 
8.6% 
3.3% 
16.3 

8.7% 
8.6% 
3.4% 
12.5 

STOCKS 

%  change  (1 

ocal  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ogo 

Reading 

Utest 

Week 

52 -week 

S&P  500  26-week  moving  average 
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U.  S.  stocks 
$11,423 
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Treasury  bonds 
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-f  0.04% 


Money  market  fund 
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+  0.15% 


Foreign  stocks 
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page  are  os  of  market  close  Wednesday,  May  23,  1990,  unless  otherwise  indicated, 
include  S&P  500  companies  only;  performance  and  sfiare  prices  are  as  of  market  close 


May  22-  Mutual  fund  returns  are  as  of  May  18.  Relative  portfolios  ore  volued  as  of  May  22.  A  i 
detailed  explonation  of  this  page  is  available  on  request. 
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DEFICIT-CUTTERS  SHOULD 
CUT  OUT  THE  GAMES 


1 0  sooner  did  White  House  and  congressional  budget 
negotiators  get  down  to  business  than  President 
Bush  observed  that  cutting  the  deficit  by  more  than 
1%  of  the  gross  national  product,  or  about  $55  billion,  would 
risk  harming  the  economy.  Given  the  recent  history  of  defi- 
cit-reduction efforts,  that's  almost  like  warning  the  residents 
of  Death  Valley  about  a  possible  snowstorm  in  July. 

The  simple  truth  is  that  a  recession  is  not  on  the  economic 
horizon,  and  no  conceivable  action  by  the  budgeteers  is 
likely  to  throttle  a  $5  trillion  economy.  Indeed,  after  the 
deficit  declined  by  $72  billion,  or  nearly  2%  of  gnp,  several 
years  ago,  growth  actually  accelerated.  A  serious  program 
of  deficit  reduction  would  give  the  Federal  Reserve  Board 
greater  latitude  to  ease  monetary  policy.  It  would  also  be  a 
welcome  tonic  in  the  credit  markets,  which  have  watched  in 
horror  as  the  government's  borrowing  needs  have  soared. 
The  resulting  decline  in  interest  rates  should  more  than 
offset  any  contractionary  effects  of  fiscal  restraint. 

The  real  motive  behind  Bush's  warning,  we  suspect,  is  to 
prepare  the  public  for  the  inevitable.  Current  adverse  bud- 
getary trends  make  the  Gramm-Rudman  goal  of  a  $64  billion 
deficit  in  fiscal  1991  unattainable  by  any  honest  means,  and 
Congress  and  the  Administration  will  have  to  revise  the 
law's  targets  once  again.  But  this  time,  it's  critically  impor- 
tant that  they  act  once  and  for  all  to  end  the  budget  games 
that  have  turned  Gramm-Rudman  into  a  travesty. 

Budget  planning  needs  to  be  done  on  a  multiyear  basis. 
By  doing  away  with  the  loophole  that  allows  a  target  to  be 
ignored  once  a  new  fiscal  year  has  begun,  such  a  change 
would  force  both  Congress  and  the  Administration  to  pre- 
pare honest  budgets  and  projections.  It  would  also  end  the 
practice  of  moving  expenditures  back  and  forth  in  time  to 
bolster  spurious  claims  of  deficit  reduction.  And  such  gim- 
micks as  counting  onetime  asset  sales  as  deficit  cuts  should 
be  jettisoned. 

Finally,  it's  time  to  set  realistic,  attainable  budget  goals. 
That  means  abandoning  the  impossible  dream  of  a  balanced 
budget  and  accepting  a  deficit  limited  to  perhaps  1%  of  gnp, 
a  shortfall  that  was  common  in  former  times  of  economic 
health.  If  Congress  and  the  Administration  are  finally  ready 
to  tackle  the  deficit  in  earnest  (and  we  have  our  doubts), 
their  first  priority  should  be  to  restore  honesty  and  integrity 
to  the  budget  process. 


SEIHG  FAIR  TO  FARMERS 
-^AND  TO  MOTHER  EARTH 


ack  in  1985,  when  the  last  farm  bill  was  written, 
irrners  learned  to  their  dismay  that  the  nation's 
'growing  environmental  concerns  could  come  home  to 
roost.  Witli  vx'tlands  being  lost  at  an  alarming  rate  and  soil 
erosion  inci  t  .ising,  Congress  shocked  the  previously  invinci- 


ble farm  lobby  by  mandating  tough  conservation  pro  jau 

Now,  farmers  and  environmentalists  are  at  it  again,| 
pending  five-year,  $50  billion  farm  bill  wends  it 
through  Congress.  Environmentalists  want  to  maintia 
provisions  of  the  1985  bill  and  add  new  ones,  such  as  iqu 
ing  farmers  to  keep  records  of  their  use  of  agricbi- 
chemicals.  For  their  part,  farmers  complain  that  ove 
strictive  rules  hamper  their  ability  to  make  a  living. 

The  farmers  do  have  some  valid  points.  Under  cr' 
law,  for  example,  the  penalty  for  first-time  violatior 
wetlands-protection  project  is  loss  of  all  financial  bit 
from  government  farm  programs.  Because  environ  e 
projects  are  relatively  new  and  m.ay  be  poorly  undeiti 
such  penalties  are  clearly  draconian.  To  insure  far 
Congress  should  adopt  a  scheme  of  graduated  penalli^ 
But  that  doesn't  mean  that  environmental  issues  nei 
attention.  A  1988  government  survey,  for  example,  o 
traces  of  pesticides  in  the  groundwater  of  26  state; 
Iowa  officials  estimate  that  nitrates  have  contanri; 
about  207c  of  the  private  wells  in  Iowa,  Kansas,  and  i 
Dakota.  Measures  to  protect  vanishing  wetlands  and 
more  careful  use  of  agricultural  chemicals  make  good  : 
That's  the  least  taxpayers  should  get  for  the  billions  i 
be  shelling  out  to  farmers  over  the  next  five  years. 


SCHOOL  REFORM  AHD 
SOME  BASIC  ARITHMETIC 


For  decades,  the  nation's  public  schools  have  rel 
local  property  taxes  for  much  of  their  funding, 
several  state  courts  across  the  country  have  con<| 
that  this  practice  is  no  longer  sufficient  to  meet  the  ne 
our  schools  (page  98).  Gross  disparities  among  distr: 
the  same  state  are  robbing  the  poor  of  the  chance  i 
education  that  can  help  them  escape  the  poverty  cycle- 
denying  the  nation  the  promise  of  a  competent,  ediat 
future  work  force.  What's  more,  in  relying  so  heav/ 
property  taxes  we  fail  to  recognize  that  the  functii 
schools  has  changed — that  they  are  now  often  ask 
remedy  social  ills  that  were  formerly  attacked  via  proj 
with  more  broad-based  funding  sources. 

Nowhere  is  that  clearer  than  in  Newark,  N.J.  In  ac 
to  classroom  instruction,  the  schools  provide  child  ca 
student  mothers  and  special  programs  for  homeless 
and  children  born  to  addicts.  School-lunch  and  bres 
programs  provide  many  Newark  students  with  theii 
balanced  meals.  And  rampant  crime  in  the  area  forc< 
school  district  to  maintain  a  huge  security  force. 

Resistance  by  homeowners — who  in  many  areas  are 
ing  at  paying  assessments  based  on  the  runup  in  pr( 
values  in  the  1980s — indicates  that  property  taxes  ai  I 
coming  an  increasingly  outmoded  source  of  funding  f<  t 
nation's  education  system.  It's  understandable  that  t8j» 
ers  don't  relish  spending  more  general  revenues  on  cis 
tently  bad  schools.  And  it's  true  that  money  alone  oi 
solve  the  system's  woes.  But  a  system  so  inequitable  si 
inadequate  in  many  poverty  areas  must  change.  Educa ' 
reform  and  school-financing  reform  should  go  hand  in 
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he  "Best  and  Brightest"  of  the  Year. 

dexnSO  PowerFax™  from  Fujitsu. 

**** 


Home-Office  Computing 
magazine  December  1989. 


In  December  1989,  HOME-OFFICE  COMPUTING  maga- 
zine chose  the  year's  "Best  and  Brightest"  office  products- 
their  "Editors'  Picks"  for  1989. 

From  the  hundreds  of  products  they  reviewed  all  year, 
they  selected  one  fax  for  this  special  recognition-the 
dex  150  PowerFax  from  Fujitsu.  Here's  why: 

"The  moment  I  opened  the  box,  I  got  the  feeling  the 
makers  of  this  outstanding  fax  had  my  needs  in  mind." 

Of  course  we  can't  anticipate  every  need.  But  in  the 
dex  150,  we  tried  to  anticipate  the  needs  of  most  fax  users . . . 

"The  dex  150  is  packed  with  an  impressive  array  of 
basic  and  advanced  features." 

Features  like  a  20-page  memory,  FaxForwarding™,  and 
autodialing  for  up  to  76  fax  and  76  telephone  numbers. 
Plus  activity  reports,  voice  request,  delayed  transmission, 
broadcast  and  more. 


Including  one  really  unusual  feature . . . 

"...the  user's  manual  is  a  model  of  easy-to-use 
documentation." 

High  praise  indeed.  And  here's  the  bottom  line . . . 

"...the  price  is  certainly  right  considering  the 
outstanding  features." 

HOME-OFFICE  COMPUTING  describes  their  Editors' 
Picks  for  1989  as  "the  products  that  we  want-or  think 
that  you  would  want  to  run  your  business." 

We  couldn't  agree  more. 

For  more  information  on  the  dex  150  PowerFax,  contact 
Fujitsu  Imaging  Systems  of  America,  3  Corporate  Drive, 
Commerce  Park,  Danbury,  CT  06810.  Or  call: 
1-800-243-7046. 


dex  IS  a  registered  trademark  and  PowerFax  and  FaxForwarding 
are  trademarks  of  Fujitsu  Ima^ng  Systems  of  America,  Inc. 


Fujrrsu 


The  global  computer  &  communications  company. 
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Hie  Best-Known 
Unknown  Company 
in  America. 


ConimuniticK. 


One  of  America  s  leading 
de>'elopers  of  quality 
eomniunities.  (Communities 
that  support  a  wide  variety 
of  lifestyles  w  hile  presen'ing 
the  emironiiient. 


Industries 


IVo\'idiiig  world-class  technologies 
to  industries.  Exen  thinsi  from  eleetrieal 
equipment  and  eleetronie  produets  to 
powerful  proeess  eontrol  systems  used  the 
world  o\  er.  supported  by  one  of  the  world  s 
largest  distribution  networks. 


Encr;^y. 


A  world  leader  in  electrical 

enerj^".  From  innoxatiw  solar 
photoxoltiiie  eells  to  modular 
nuelear  power  plants  and  hisilily 
effieient  power  i»eneration  systems— 
weVe  ereatin<>  new  energ\'  teeh 
nolo^es  for  the  future. 


Broadcastinj^. 


Our  audience  has  gnm  n  to  oxer 
100  million  people  cver>'  day.  WeVe 

one  of  the  most  dynamie  and  di\ersified 
entertjiinment  eompanies  in  Ameriea.  with 
major  operations  in  tele\  isi()n,  radio.  pro^;i 
produetion.  syndieation.  satellite  eonununi  i 
eations,  and  e\'en  uiteniational  distribution. 


Electronics. 

The  world  leader  in  radar.  Our 

technology  is  behind  the  newest  s^eneration 
of  air-traffic  control  systems,  as  well  as  the 
extremely  reliable  radar  in  adx  aneed  figliter 
aircraft  and  ships. 


ffice  Systems. 


jadiiig  the  way  in  integrating 
;ople  and  technology.  With 

irything  from  uinovati\'e  office  fiimi- 
•e  systems  to  telecommunications, 
're  helping  make  offices  more  pleasant 
aductive  places  to  work. 


Environment. 


iVlore  ad\  anced  technologies  for  a  cleaner  world. 

We're  finding  more  cffccti\'c  ways  to  identify  and  dispose  of 
hsizardous  ;md  toxic  wastes.  W'c  c\'cn  tuni  garbage  into  clcctricit>'. 


Financial  Sen  ices. 


iVnierica  s  largest  finance  company  pro^'iding  capital 

exclusively  to  business.  \Vc  specialize  in  SIO-SIOO  million,  one-stop 
financing  here  and  abroad  for  act|uisiti(  )ns.  expansions  and  rccapitjilizati(  )ns. 
W  orking  with  cstJiblished  im  cstor  groups  and  middle  market  companies 
across  a  broad  iudustr)'  spectmm.  we  customize  capitiil  for  business. 


With  a  name  as  well-known  as  Wcstinghouse.  people  thin]\  they  kiww  all  about  us.  The  fact  is.  you'd 
be  amazed  at  what  we're  doing  at  Wl'stingliouse.  Which  is  w  h\'  .\nicrica's  best-know  n  unknow  n 
company  is  one  \'ou  should  get  to  know  better.  For  more  infonnation.  write  Westingliousc  Electric 
Corporation.  Wcstinghouse  Building.  Department  10.  Pittsburgh,  PA  15222. 


You  can  be  sure...  if  itis  Vitestinghouse 
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JOUSTING  FOR  DOLLARS:  TO  KEEP  ASSETS  SWELLING,  MUTUAL  FUNDS  BIG  AND  SMALL  ARE  VYING  FOR  CUSTOMERS  AS  NEVER  BEFORE 


Cover  Story 

56  THE  MUTUAL  FUND  WARS 

Thanks  to  demographic  shifts  and 
the  401(k)  plan,  the  small  investor  is 
back.  Increasingly,  dollars  are  going 
to  the  markets  via  mutual  funds.  To 
keep  cash  pouring  in,  the  marketing 
types  are  pulling  out  the  stops.  Ad 
budgets  are  soaring,  and  some  costs 
are  being  swallowed.  Here's  a 
battlefield  guide 

59  VANGUARD'S  PREACHER  MAN 

John  Bogle  takes  rival  funds  to 
task — and  often  outshines  them,  too 

64  FUND  FAMILY  SCOREBOARD 

Rating  the  groups  of  mutual  funds 
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Top  of  the  News 

FATTENIN6  UP  IN  THE  FARM  BELT 

The  sickly  agricultural  economy  of 
the  '80s  is  fast  becoming  a  memor\- 

HOME  CARE  ON  THE  FIRING  RANGE 

''he  industry's  pricing  practices  are 
under  attack  from  AIDS  activists 
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New  Chairman  John  Herrington 
must  revive  a  stagnant  operation 
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The  FD.\  is  cracking  down  on 
tanning-lotion  claims 

22  THE  GREAT  SUNBLOCK  SEARCH 

Research  is  focused  on  melanin,  a 
chemical  found  in  humans  and  plants 

23  TEDDY  REDUXPIN 

Don  Kingsborough  wants  to  sell 
educational  games  through  teachers 
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25  LOVE  FIELD  OR  BATTLEGROUND? 
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may  be  heading  for  a  showdown 
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drillers  to  explore  vast  tracts 
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Taiwan  gains  influence  in  China 
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PERPETUAL  DEAL  MACHINE: 
RICHARD  RAINWATER  IS  OUT  TO 
PROVE  HE  CAN  MAKE  A  BIG  SCORE, 
SOLO.  IS  PENROD  DRILLING  A  REASON 
TO  BELIEVE? 
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SHIRLEY  YOUNG  BETS  THE  CARMAKER 
CAN  WOO  CUSTOMERS  BY  ADMITTING 
THAT  ITS  QUALITY  HAD  SLIPPED— AND 
SHOWING  HOW  IT'S  BACK  ON  TRACK 
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This  weakling  economy  is  just  what 
the  inflation  doctor  ordered 
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It  has  been  hit  hard  by  a  credit 
squeeze — which  means  pink  slips 
and  economic  slippage 
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talk  just  a  smokescreen? 
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RICHARD  RAINWATER'S  QUEST 

Four  years  after  leaving  Bass 
Brothers,  he's  still  looking  for  a 
blockbuster  deal  to  call  his  own 

Marketing 

MARKETING  MAVEN  AT  GM 

Shirley  Young's  daring  strategy  is  to 
get  the  carmaker  to  win  new  trust  by 
owning  up  to  its  old  flaws 
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It  dominates  the  camcorder  market 
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76  ALDUS' ALTERED  STATE 

As  desktop  publishing  slows,  it's 
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77  WAKE-UP  CALL  AT  INTERLEAF 

'Active'  documents  could  help  rouse 
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Welcome  to  the  electronic  meeting, 
where  everyone  remains  anonymous 
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80  SPEND,  AMERICAN  HOME 

The  company's  tightfistedness  has 
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PRODUCTION 

Change  from  last  week:  0.3% 
Change  from  last  yean  1.8% 


Sept. 
1989 

The  production  index  increased  for  the  week  ended  May  19.  The  index  may  be 
breaking  out  of  its  no-growth  pattern  of  the  last  10  weeks.  Seasonally  adjusted 
output  of  paperboard,  trucks,  electric  power,  and  rail-freight  traffic  all  increosed. 
Paper,  coal,  auto,  lumber,  and  steel  production  declined.  Output  at  crude-oil  refiners 
was  unchanged  from  the  previous  week.  Prior  to  calculation  of  the  four-week  moving 
overage,  the  index  rose  to  179.4,  from  178.6  posted  during  the  week  before. 

BW  production  index  copyright  1990  by  McGra- 


989  1989  1990  19| 

The  ieadinq  index  increased  for  the  week  ended  May  19,  reflecting  the  positil 
signals  for  stronger  economic  growth  given  by  almost  all  available  indicators  in  tl 
latest  week.  These  were  sharply  higher  stock  prices,  lower  bond  yields,  a  gain  f 
materials  prices,  a  smaller  number  of  business  failures,  ond  faster  growth  in 
estate  loans.  Growth  in  M2  declined.  Before  calculation  of  the  four-week  movii 
average,  the  index  surged  to  215.6,  from  213.8  in  the  previous  week. 

Leading  index  copyright  1990  by  Center  for  International  Business  Cycle  Research 


1  PRODUCTION  INDICATORS 

latest 
week 

Week  ° 
090 

'0  Change 
year  ago 

STEEL  (5/26)  thous.  of  net  tons 

NA 

1,953# 

NA 

AUTOS  (5/26)  units 

136,786 

143,916r# 

-7.8 

TRUCKS  (5/26)  units 

89,397 

97,091  r# 

4.1 

ELECTRIC  POWER  (5/26)  millions  of  kilowatt-hours 

53,286 

53,188# 

-2.6 

CRUDE-OIL  REFINING  (5/26)  thous.  of  bbl./doy 

13,647 

13,155* 

-0.6 

COAL  (5/19)  thous.  of  net  tons 

19,729:;: 

19,875 

4.4 

PAPERBOARD  (5/19)  thous.  of  tons 

751.0# 

716.2r 

1.5 

PAPER  (5/19)  thous.  of  tons 

717.0ff 

766.0r 

1.7 

LUMBER  (5/19)  millions  of  ft. 

515.8it 

518.8 

6.6 

RAIL  FREIGHT  (5/19)  billions  of  ton-miles 

20.3  # 

20.1 

2.5 

Sources:  American  Iron  &  Steel  Inst.,  Word's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst,,  Energy  Dept,,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

rOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/30) 

151 

151 

142 

GERMAN  MARK  (5/30) 

1.68 

1.67 

1.97 

BRITISH  POUND  (5/30) 

1.70 

1.70 

1.58 

FRENCH  FRANC  (5/30) 

5.65 

5.61 

6.69 

CANADIAN  DOLLAR  (5/30) 

1.18 

1.18 

1.20 

SWISS  FRANC  (5/30) 

1.41 

1.41 

1.70 

MEXICAN  PESO  (5/30)^ 

2,828 

2,829 

2,452 

Sources:  Mojor  New  York  bonks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

in  units  per  U.  S.  dollar,  except  for 

PRICES 

latest 
week 

Week 
090 

!(>  Change 
year  ago 

GOLD  (5/30)  $/troy  oz. 

366.400 

364.500 

1.3 

STEEL  SCRAP  (5/29)  #  l  heavy,  $/ton 

1 18.00 

118.00 

3.1 

FOODSTUFFS  (5/28)  Index,  1967=100 

231.5 

230.6 

2.2 

COPPER  (5/26)  v</lb. 

124.2 

126.2 

6.9 

-AlUMiNUM  (5/26)  f/lb. 

74.2 

73.5 

-23.1 

WHEAT  (5/26)  *  2  hard,  $/bu. 

3.75 

3.78 

-15.9 

COl  iON  (5/26)  strict  low  middling  1-1/16  in.,  g/ib. 

76.81 

73.65 

23.0 

LEADING  INDICATORS 


latest 
week 


Week 
ago 


%  Chi!: 

yeori 


STOCK  PRICES  (5/25)  S&P  500 


357.74 


354.43 


CORPORATE  BOND  YIELD,  Aaa  (5/25) 


9.39% 


9.39% 


INDUSTRIAL  MATERIALS  PRICES  (5/25) 


103.7 


104.5 


BUSINESS  FAILURES  (5/18) 


252 


258 


REAL  ESTATE  LOANS  (5/ 1 6)  billions 


$369.1 


$368.0 


MONEY  SUPPLY,  M2  (5/14)  billions 


$3,274.4      $3,273. Ir 


INITIAL  CLAIMS,  UNEMPLOYMENT  (5/ 1 2)  thous 


353 


353 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  D 
Brodstreet  (failures  of  large  companies}.  Federal  Reserve  Board,  Labor  Dept,  CIBCR  se 
ally  adjusts  data  on  business  failures  and  real  estote  loons. 


MONTHLT  ECONOMIC  INDICATORS 


Latest 
month 


Month 
ago 


%  ch[r 


NEW  HOME  SALES  (Apr.)  annual  rote,  thous. 


546 


555 


1 2  LEADING  INDICATORS  COMPOSITE  (Apr.)  index    1 44.9 


145.2 


PERSONAL  INCOME  (Apr.)  annual  rote,  billions      $4,687.6  $4,673.6r 


CONSUMER  SPENDING  (Apr.)  billions 


$3,680.1  $3,658.2 


Sources:  Commerce  Dept. 


SOi"-.'if.:  London  Wed.  fmol  setting,  Chicago  mkt.,  Commodity  Research  Bureau,  Metals 
VVe.  ■.  Konsos  City  mkt.,  Memphis  mkt. 


I     Western  Wood  Products  Assn. 


2  =  Southern  Forest  Products  Assn. 


MONETARY  INDICATORS 

latest 

Week 

%Ch 

week 

ago 

yea 

MONEY  SUPPLY,  Ml  (5/14) 

$802.9 

$806.  Ir 

BANKS'  BUSINESS  LOANS  (5/16) 

325.7 

326.7r 

FREE  RESERVES  (5/16) 

666r 

125r 

NONFINANCIAL  COMMERCIAL  PAPER  (5/16) 

149.8 

149.2r 

Sources:  Federal  Reserve  Board  (in  billions,  except  f 

or  free  reserves. 

which  are  e 

xpressc 

a  two-week  period  in  millions). 

MONEY  MARKET  RATES 

latest 

Week 

Y« 

week 

ago 

a 

FEDERAL  FUNDS  (5/29) 

8.26% 

8.22% 

9.1 

PRIME  (5/30) 

10.00 

10.00 

11.: 

COMMERCIAL  PAPER  3-MONTH  (5/29) 

8.18 

8.18 

9.: 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/30) 

7.80 

8.28 

9.: 

EURODOLLAR  3-MONTH  (5/23) 

8.25 

8.29 

9.. 

Sources:  Federal  Reserve  Board,  First  Boston 

art);  other  components  (estimated  and  not  listed)  inc 

ude  machinery  c 

3nd  defense 

equip 

value        NA  =  Not  available        r  =  revised 

NM  =  Not  meaningful 
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It's  not  surprising  that  one  out  of  four  cleared,  pushing  untold  numbers  ot  species 

pharmaceuticals  comes  from  tropical  toward  extinction. 
forests.Orthatan  estimated  1,400  tropical      The  future  of  medicine  and  agnculture, 

plants,  like  the  rosy  periwinkle,  have  the  existence  of  thousands  of  wildlife 

promising  anti-cancer  properties.  After  species,  and  the  survival  of  hundreds  of 

all,  as  home  to  half  of  the  worlds  plant  and  millions  of  people  in  developing  countries 

animal  species,  these  forests  are  a  vast  depend  on  what  we  do  now  to  keep  the 

biochemical  warehouse.  tropical  forests  alive. 

What  issurpnsingisthatthe  human       The  means  of  solving  this  problem  are 

race  is  destroying  this  living  resource  at  an  within  our  reach.  Write  in  order  to  find  out 

alarming  pace.  how  you  can  help  keep  the  tropical  forests 

Each  day  74,000  forested  acres  are  alive,  before  the  reasons  disappear 

KeepTropical  FbieslsAlive. 

Tropical  Forest  Project.  World  Resources  Institute  1735  NewYork  Avenue.  N W.Washington.  D.C.  20006/ Prepared  by  Richardson  Myers  &  Donofrio,  Inc 
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The  Tokai  Bank,  Ltd. 
San  Francisco  Representative  Office 

is  Now  Open 

Tokai  Bank  is  one  of  lapans  largest  banks,  with  271  domestic  branches 

and  56  overseas  offices,  including  1 1  in  the  United  States  alone. 
Through  our  San  Francisco  office,  we  hope  better  to  serve  the  needs 
of  the  California  business  community  by  working  closely  with  San  Francisco  branch 
of  our  subsidiary  Tokai  Bank  of  California,  and  offering  customers  access 
to  Japan  and  to  the  worldwide  network  of  Tokai  Bank. 
We  look  forward  to  serving  you  in  San  Francisco. 


The  Tokai  Bank.  Ltd. 
San  Francisco  Representative  Office 

Chief  Representative:  Takanori  Nakano 
505  Montgomery  Street, 
San  Francisco.  CA941 1 1-2514 
Telephone:  (415)  399-0660 
Telex:  340633  TOKAI  SFO 
Telefax:  (415)  291-8187 


.  TOKAI  BANK 


Meeting  your  objectives  around  the  world 

International  Banking  Headquarters:  6  1.  Olemachi  2  ctiome,  Chiyoda-ku,  Tokyo  100  Telex  J29234  TOKAITOK  Tel  03-242-2111  Fax  03-245-1487/9 
Regional  Headquarters,  Americas:  Park  Avenue  Plaza,  55  East  52nd  Street,  New  York,  NY  10055  Telex  422857  TOKAI  Tel  212-339-120Q  Fax  212-754-2085 

Network  in  Americas: 
Branches  &  Agencies  New  York,  Los  Angeles,  Chicago,  Atlanta,  Cayman 
Representative  Offices  Dallas  Lexington,  Toronto,  Mexico,  Sao  Paulo 
SufiSidiaries  Tokai  Bank  of  California,  Tokai  Trust  Company  of  New  York,  Tokai  Bank  Canada,  Tokai  Credit  Corporation,  Master  Lease  Corporation,  Tokai  Securities,  Inc 


Lots  of  people  are  working  to  get  Idds  off  the  street. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  And  a  lot  of  people  work  very 
hard  to  put  them  there.  Drug  dealers  with  dirty  needles. 
Pimps  who  rule  with  a  fist.  Child  molesters  in  expen- 
sive cars.  Fortunately,  Larkin  Street  is  working  to  get 
kids  off  the  street,  too.  With  food,  clothing,  medical 
care,  professional  counseling— and  lots  of  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 


This  is  what 
it  feels  like 
to  have 
asthma. 


Try  breathing  through  a  thin  straw. 
With  an  asthma  attack  it's  a  fight  for 
every  breath  you  draw. 

Asthma  is  a  serious  lung  disease  that  can  affect  children  and  adults  at  any 
time.  An  attack  can  be  triggered  by  such  diverse  causes  as  cold  air,  pets, 
tobacco  smoke,  dust,  and  stress.  The  American  Lung  Association"  is 
helping  people  control  asthma  so  they  can  lead  happy,  normal,  active  lives. 

It's  a  matter  of  life  and  breath* 


AMERICAN 


LUNG  ASSOCIATION 

The  Christmas  Seal  People  ' 
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WHOSE  ADMINISTRATION 

IS  THIS  ANYWAY?  

Until  I  saw  your  article  on  his  power- 
ful Chief  of  Staff,  John  Sununu 
("White  House  pit  bull,"  Top  of  the 
News,  May  28),  I  was  going  to  write 
President  Bush  to  ask  him  not  to  raise 
taxes.  Now,  I  think  I'll  write  Mr.  Su- 
nunu instead. 

Claude  F.  Purchase  Jr. 
Ann  Arbor,  Mich. 

A lot  of  criticism  has  been  directed  at 
John  Sununu,  and  justifiably  so,  es- 
pecially considering  his  Attilla  the  Hun 
views  on  the  environment.  But  let's  not 
forget  our  so-called  "environmental 
President,"  who  lets  Sununu  out  of  his 
cage  each  day.  He  who  runs  the  circus 
should  be  responsible  for  it. 

Michael  S.  Keany 
Plainsboro,  N.  Y. 

DETROIT'S  TRUE  SUCCESS 

IS  IN  'SELLING  GLITZ'  

Regarding  "A  kneejerk  reaction  to 
American  cars"  (Readers  Report, 
May  7),  Professor  Russell  Bellico's 
equating  the  resale  value  of  a  1984  Ca- 
maro  with  that  of  a  Honda  Civic  1300  of 
the  same  year  completely  misses  the 
point;  perhaps  this  underscores  our  in- 
ability to  retain  market  share  in  the  auto 
industry  against  the  Japanese. 

The  resale  value  of  an  '84  Camaro  has 
remained  artificially  high  because  of  the 
success  of  American  marketing  in  sell- 
ing glitz,  air  scoops,  speed,  noise,  and 
big-muscled  engines  to  much  of  our  pop- 
ulation. The  '84  Camaro  represents  the 
"Heartbreak  of  America."  Detroit  is  at 
its  best  in  flashy  brochures,  overpower- 
ing ads,  the  ability  to  pass  off  shine, 
pinstripes,  and  bright  colors  as  quality, 
and  the  use  of  gravel-throated  voices 
blaring  that  Detroit  "builds  excitement." 

Japanese  (and  European)  competition 
has  been  invaluable  in  reshaping  the 
U.  S.  auto  industry,  but  there's  still  a 
way  to  go.  Unfortunately,  due  to  a  per- 
ceived quality  gap,  Detroit  will  have  to 
be  markedly  superior  to  the  competition 
in  order  to  regain  market  share.  If  De- 
troit were  still  manufacturing  the  same 


product  that  it  did  in  the  '70s,  our  mar- 
ket share  would  be  even  further  eroded. 

Robert  G.  Fullerton 
Meredith,  N.  H. 

JAPAN'S  U.S.  PLANTS:  MORE  LOCAL 
EXECS,  BUT  LESS  LOCAL  CONTROL 

Your  article  "Can  Japan's  giants  cut 
the  apron  strings?"  (Cover  Story, 
May  14)  portrays  an  incomplete  picture 
of  the  management-staffing  policies  and 
practices  of  Japanese  manufacturing 
plants  in  the  U.  S. 

Although  Japanese  plants  still  employ 
a  high  proportion  of  expatriates  in  their 
management,  I  have  found  in  my  studies 
of  Japanese  electronics,  computer,  auto- 
mobile, and  industrial/commercial- 
machinery  plants  in  the  U.  S.  an  emerg- 
ing trend  of  management  localization. 
Management  localization  is  most  evident 
in  middle  management  (e.g.,  manufac- 
turing manager)  and  is  gradually  in- 
creasing in  the  top-management  ranks 
(e.g.,  senior  vice-president). 

Contrary  to  your  article's  message, 
autonomy  does  not  go  hand-in-hand  with 
localization  of  management.  I  have 
found  that  subsidiary  autonomy  is  high- 
er when  plants  employ  predominantly 
expatriate  managers.  Direct  involvement 
by  the  parent  company  in  decision-mak- 
ing increases  as  the  subsidiary  increases 
the  localization  of  its  management. 

Manuel  G.  Serapio  Jr. 
University  of  Colorado  at  Denver 
Denver 

THE  SEMICONDUCTOR  INDUSTRY 
IS  STICKING  TO  ITS  GUNS  ON  JAPAN 

Your  cover  article  on  the  Japanese 
economy  ("Can  Japan  cope?,"  Apr. 
23)  contained  a  curious  phrase  that  im- 
plied that  the  U.  S.  semiconductor  indus- 
try had  lost  the  resolve  to  demand  great- 
er market  access  in  Japan. 

The  U.  S.  semiconductor  industry  has 
continually  urged  Congress  and  the 
Bush  Administration  to  apply  pressure 
on  Japan  to  comply  with  the  1986  Semi- 
conductor Trade  Agreement.  Highlights 
include:  periodic  reports  on  progress  to- 
ward meeting  the  goal  of  a  20'?''  share 
for  foreign  semiconductors  in  the  Japa- 
nese market;  calling  for  a  continuation 
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British  have  always  con- 
finely  worked  wood  to 
)roper  companion  on  a 
drive, 

ich  is  why  the  woodc  rafter's 
s  long  been  a  hallmark  of 
T  coachwork. 
libiting  a  richness  and 
;y  not  possible  to  duplicate 
letically,  graceful  walnut 
;  for  the  Sterling  827SL  are 
ulously  crafted  and  matched 
burls  often  more  than  one 


hundred 
years  old. 
But  rest 

assured  that  OLir  reverence  for 
tradition  is  not  at  the  expense  of 
such  thoughtful  touches  as  auto- 
matic temperature  control  to 
monitor  the  heating  and  air- 
conditioning.  Eight  way  power 
front  seats  with  convenient  seat 
and  mirror  position  memory  for 
four  drivers.  Eight  speaker 
cassette  stereo  realism. 


The  unique 
joy  of  athletic  hand- 
ling and  stirring  24-valve 

V6  power,  of  course, 
can  best  be  sensed  in  a 
vigorous  test  drive.  We  suggest 
you  choose  twisting,  unpredict- 
able roads  as  demanding'as  ours. 

Sterling  prices  begin  at  S26,500.* 
Even  the  $28,500*  asked  for  the 
827SL  does  not  require  you  over- 
spend for  true  British  luxury  and 
performance. 

All  the  more  reason  to  call 
1-800-622-0550  for  your  nearest 
Sterling  dealer. 


of  sanctions  on  certain  Japanese  prod- 
ucts imposed  by  President  Reagan;  seek- 
ing inclusion  of  Japan  on  the  "Super 
801"  list;  and  strongly  supporting  the 
Trade  Agreement  Compliance  Act  now 
under  consideration  in  Congress. 

Thomas  G.  Beermann 
Director,  Communications 
Semiconductor  Industry  Assn. 

Cupertino.  Calif. 

THE  LEGAL  INS  AND  OUTS 

OF  INSIDER  TRADING  

Your  commentary  "Insider  trading: 
To  squelch  it,  "first  define  it"  (Fi- 
nance, May  21),  on  the  reversal  of  the 
Robert  Chestman  conviction,  scored  a  di- 
rect hit.  Insider  trading  is,  and  should 
be,  illegal.  However,  if  failing  to  know 
the  occupation  of  an  uncle  of  the  wife  of 
one  of  your  hundreds  of  customers  can 
be  criminal.  Congress  or  the  Securities  & 
E.xchange  Commission  should  certainly 
give  us  advance  notice. 

Bruce  W.  Bean 
Executive  Vice-President 
AmBase  Corp. 
Xew  York 

Editor's  )iotc:  AniBasc  oiv>is  Gruntal 
&  Co..  the  brokerage  that  employed 
Chestman  at  the  time  of  his  arrest. 

Your  article  suggested  that  the 
Chestman  case  creates  confusion 
over  regulations  governing  tender  offers 
and  insider  trading,  and  calls  for  legisla- 
tion to  provide  a  definition  of  insider 
trading. 

The  Chestman  case  did  not  create  con- 
fusion; rather,  it  clarified  the  point  that 
knowledge,  or  intention,  is  an  essential 
element  of  an  insider-trading  charge. 

Calls  for  a  legislative  "definition"  of 
insider  trading  have  for  the  most  part 
been  calls  for  an  expansion  of  the  scope 
of  liability,  and  nearly  all  the  bills  pro- 
posed for  such  legislation  would  widen 
the  scope  of  such  liability,  not  narrow  it, 
as  you  suggested.  It  is  not  at  all  clear 
lliat  a  legislative  definition  would  serve 
the  public  interest. 

Kenneth  J.  Bialkin 
Chairman 

.\d  Hoc  Committee  to  Consider 
Insider  Trading  Legislation 
of  the  American  Bar  Assn. 

New  York 

LOCATE  ^  im  U.S.  ROLE 
IN  GLOl^  PRODUCTION 


Your  >u  ;i  le  on  "The  stateless  corpo- 
ration iC.i^vT  Story,  May  14)  does 
not  deal  with  ■  ■  major  aspect  of  what 
amounts  to  the  ^  il^alization  of  manufac- 
turing. Products    me  buvs  from  such 


CORRECTIONS  &  CLARIFICATIONS 

In  "Will  Japan  do  to  Europe  what  it 
did  to  Detroit?"  (Industries,  May  7),  we' 
misstated  the  size  of  Giovanni  Agnel- 
li's auto  business  relative  to  Italy's 
economy.  Agnelli's  empire,  of  which 
i!>(fA  is  in  autos,  accounts  for  about  5% 
of  Italy's  gross  national  product. 

A  table  of  the  10  Largest  Golden  Para- 
chutes in  1989  ("Pay  stubs  of  the  rich 
and  corporate,"  Cover  Story,  May  7) 
erroneously  included  R.  Gordon  Mc- 
Govern,  former  CEO  of  Campbell  Soup 
Co.  McGovern  took  early  retirement 
without  receiving  a  golden  parachute. 
He  did  not  get  a  $1.4  million  severance 
payment  included  in  our  calculation. 

In  the  BUSINESS  WEEK  1000  special  is- 
sue (Apr.  13),  the  market  value  for 
Geo.  A.  Hormel  should  have  read 
$1,294  million,  with  77  million  shares 
outstanding;  it  ranks  No.  440  in  market 
value. 

In  "U.  S.  hotels  with  a  Japanese  twist" 
(People,  May  14),  we  misspelled  the 
first  name  of  Hisashi  Ito.  chairman  of 
Hotel  Nikko  USA. 


companies  are  likely  to  contain  major 
components  from  various  countries.  This 
not  only  raises  issues  of  sharing,  but  of 
the  ability  of  such  companies  to  control 
the  level  and  character  of  technology  in 
countries  where  they  operate. 

The  U.  S.  is  poorly  placed  in  such  com- 
petition, and  there  is  at  least  anecdotal 
evidence  that  in  much  combined  produc- 
tion, U.  S.-supplied  items  are  the  simpler 
ones  rather  than  the  high-tech  stuff. 
This  is  one  more  price  we  are  paying  for 
the  industrial  decline  of  the  past  decade 
that  was  willfully  neglected  by  the 
"Reagan  Revolution  of  the  1980s"  of 
which  you  speak. 

John  E.  Ullmann 
Professor  of  Management 
Hofstra  University 
Hempstead.  N.  Y. 

UNDER  EASTERN  AIRLINES, 

THE  SHUTTLE  WAS  'A  JEWEL'  

Your  article  "Welcome  to  the  Nine- 
ties, Donald"  (Finance,  May  14), 
while  focused  on  Mr.  Trump's  finances, 
contains  a  shamefully  inaccurate  refer- 
ence to  the  Eastern  Shuttle's  operations 
before  the  Trump  purchase. 

Prior  to  the  March,  1989,  Eastern 
strike,  the  shuttle  never  had  less  than  a 
53'A  market  share.  Why?  Because  we 
invested  heavily  in  it  from  1986-89 — 
from   improved   food   service   to  new 


flight-attendant  and  agent  uniform 
the  introduction  of  personal  seat  st 
tion.  The  fact  is,  the  Eastern  Sli 
became  a  class  act  under  our  stew, 
ship,  and  we're  proud  of  it. 

The  notion  that  Eastern  perfm 
"bare-bones"  shuttle  maintenance  i 
wide  of  the  mark  that  one  wdii 
where  such  folklore  comes  from.  1  >ii 
that  time,  we  at  Eastern  spent  nmr 
maintenance  as  a  percentage  of 
ing  costs  and  per  aircraft  than  aii\  i 
major  airline. 

The  Eastern  Shuttle  was  sold  to 
Trump  to  obtain  desperately  in- 
cash  to  fund  the  rest  of  the  an 
which  had  been  in  dire  straits  wel 
fore  Te.xas  Air  Corp.'s  purchase  of 
198(3.  I  often  wonder,  had  the  sale; 
been  held  up  by  the  tragic  strike 
Eastern  and  the  resulting  Chapter  ! 
recent  history  would  have  been  diflL 
for  Eastern. 

In  any  event,  I  resigned  as  CeI 
Eastern  four  weeks  after  3V2  year! 
the  post.  We  may  have  made  our  si 
of  mistakes,  but  neglecting  the  shf 
wasn't  one  of  them.  The  shuttle 
actually  what  Mr.  Trump  said  it 
before  he  bought  it — a  jewel.  And 
proud  we  helped  it  shine  so  brightH 

Phil  B'I 


EVERYTHING  IS  JUST  PEACHY 
IN  PALMDALE  

We  take  provincial  pride  in  the 
that  Palmdale  was  the  fa: 
growing  city  in  California — and  per] 
the  U.  S. — in  the  last  three  years  o: 
1980s  ("Golden  State  worriers,"  To 
the  News,  May  14).  The  city's  gro 
ignited  by  Reagan-era  defense-exp 
ture  acceleration,  has  continued 
fast-lane  pace  as  more  than  40,000 
ilies  have  discovered  they  can  bui 
fordable    housing   here — $50,00C 
$100,000  cheaper  than  comparable  he 
in  the  Los  Angeles  basin. 

You  comment  that  "Four  mile 
Palmdale  Boulevard  are  lined  with 
empty  strip  malls."  This  is  one  ol 
most  inaccurate  statements  I've  se( 
41  years  of  participation  in  public  { 
By  a  count  made  on  May  11,  only  ( 
the  567  retail  units  in  the  four 
stretch  were  unoccupied — about  10, 
\'ern  Lai 
Managing  E 
Antelope  Valley  I 
Palmdale,  ( 


Letters  to  the  Editor  should  be  sent  to  Re 
Report,  Business  Week,  1221  Avenue  of  the  / 
cas,  New  York.  N.  Y.  10020.  Fax:  (212)  512 
Telex:  12-7960.  Intl.  4998204.  All  letters  mi 
elude  an  address  and  daytime  and  eveninc 
phone  numbers.  We  reserve  the  nght  to  edit 
for  clarity  and  space. 
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7  was  looking  for  a  graphic 
example  of  what  could  be  done 
with  a  laptop  PC, .  -  Zenith  Data 
Systems  showed  me  two! 


ZENITH 

data  systems 


Groupe  Bull 


'Source:  Dataquest 

Graphics  simulate  Microsoft"*  \^mdows™  3.0, 
a  product  of  Microsoft  Corporation. 
Intel386SX  is  a  trademarl<  of  Intel  Corporation. 
©  1990,  Zenith  Data  Systems 


Today's  laptop  leader*  offers  the  clear  choice  in  portable 
VGA  graphics:  SupersPort  286e  and  SupersPort  SX. 

Zenith  Data  Systems  brings  you  tuxi  advanced  laptop  PCs  that 
can  ain  today's  sophisticated  color  VGA  applications,  using  16 
corresponding  shades  of  gray  for  superior  graphics  presentations. 

First,  there's  the  number-crunching  SupersPort  286e  with  its 
dazzling  backlit  LCD  display  Then  there's  the  SupersPort  SX 
with  a  Page  White  screen  that  virtually  duplicates  the  printed 
page . . .  plus  lntel386SX^'^  power  to  handle  tomorrow's  graphical 
user  interfaces. 

And  each  features  our  Intelligent  Power  Management  System™ 
which  puts  power  usage  in  your  control  for  hours  of  battery  life. 

So,  if  you  want  the  ultimate  in  portable  screen  clarity  and 
contrast,  see  our  leading  VGA-enhanced  laptops  in  action.  For 
your  nearest  Zenith  Data  Systems  Medallion  Reseller,  call: 
1-800-523-9393. 


CHINA  RISING:  THE  MEANING 
OF  TIANANMEN 

By  Lee  Feigon 

Ivan     Dee  •  269pp  •  $19.95. 


CRISIS  AT  TIANANMEN:  REFORM  AND 
REALITY  IN  MODERN  CHINA 

By  Yi  Mu  and  Mark  V.  Thompson 
China  Books  •  283pp  •  $14.95  (paper) 


THE  LESSONS  OF 
CHINA'S  SHORT  SPRING 


SPEAKING  OUT  IN  TIANANMEN  SQUARE:  DID  THE  U.S.  MEDIA  OVERPLAY  THE  DEMOCRACY  ANGLE? 


Just  over  a  year  ago,  in  May,  I  stood 
in  Beijing's  Tiananmen  Square  and 
talked  to  the  city's  angry  yet  exu- 
berant citizens.  One  student  struck  a 
sour  note.  "Someone  in  the  leadership  is 
manipulating  all  of  this,"  he  told  me. 
"My  father  is  certain  it's  all  over." 

In  retrospect,  it  was  all  over,  though 
few  knew  it.  At  the  time,  history  seemed 
to  break  its  mold  every  day;  the  impossi- 
ble seemed  possible.  Subsequent  events 
in  Eastern  Europe  showed  that  the  im- 
possible sometimes  is  possible.  But  the 
military  assault  on  Tiananmen  Square 
on  June  4  brought  the  students'  uprising 
back  into  the  mainstream  of  Chinese  his- 
tory— a  series  of  periodic  popular  out- 
bursts followed  by  brutal  suppression. 

So  far,  most  of  what  we  know  about 
Tiananmen  comes  from  journalists'  ac- 
counts, which  provide,  at  best,  a  rough 
draft  of  history.  Now  comes  the  second 
drai't,  in  a  slew  of  books  attempting  to 
interpret  the  protest  and  crackdown. 
Among  the  most  worthwhile  are  China 
Rising:  The  Meaning  of  Tiananmen  by 
Lee  Feigon  and  Crisis  at  Tiayianmen: 
Reform  and  Realitti  in  Modern  China 
by  Yi  Mu  and  Mark  V.  Thompson. 

China  Rising  is  one  of  the  first  to 
make  the  leap  from  reportage  to  histori- 
cal analysis.  Feigon,  director  of  East 
Asian  Studies  at  Maine's  Colby  College, 
lived  on  the  People's  University  campus 


in  Beijing  in  the  spring  of  1989.  Thus  his 
work  combines  the  vividness  of  an  eye- 
witness account  with  scholarly  insights 
that  are  right  on  the  mark. 

One  of  his  most  depressing  conclu- 
sions is  that  the  1989  protests,  while  un- 
precedented in  scope,  were  remarkably 
similar  to  protests  earlier  in  this  centu- 
ry. The  earlier  movements,  in  his  view, 
failed  to  create  "anything  other  than  a 
new  organization  as  inimical  as  the  one 
they  were  helping  to  destroy."  And  at  no 
point  during  1989's  three-week  sit-in  did 
the  protestors  think  of  seizing  power, 
Feigon  notes,  even  though  they  had  the 
support  of  the  media,  the  lower  and  mid- 
dle levels  of  government,  and  even, 
probably,  Zhao  Ziyang,  then  head  of  the 
Communist  Party.  They  trusted  that  the 
system  would  change  from  v.'ithin. 

Feigon  also  challenges  the  readers' 
view  of  Deng  Xiaoping.  Westerners,  he 
points  out,  were  quick  to  accept  the  Chi- 
nese propaganda  image  of  "the  benign 
dictator,  victimized  by  the  zealotry  and 
fanaticism  of  the  Cultural  Revolution." 
Deng  was  disgraced  and  exiled  during 
the  late  1960s  and  early  1970s.  But  Fei- 
gon reminds  us  that  in  19-57  he  led  the 
brutal  arrest  and  detention  of  thousands 
who  had  criticized  the  Communist  Party. 
In  1966  he  directed  the  work  teams  that 
attacked  intellectuals  in  the  earliest 
stage  of  the  Cultural  Revolution.  And  in 


1980,  he  used  democracy  protests  to 
solidate  his  power,  then  quashed  t 
shifting  the  blame  to  others  to  pres  p 
his  image  as  a  liberal  reformer. 

Feigon  sees  a  pattern:  The  losing 
in  a  political  power  struggle  encour 
student  protests  as  part  of  an  effo 
undermine  its  rivals.  Mao  Zedong  r 
it  work  in  1966,  as  Deng  did  in  197' 
1986  and  1989,  however,  Deng  dep 
his  heirs  apparent  to  make  sure 
wouldn't  use  the  same  trick  against 

Yi's  and  Thompson's  Crisis  at  1 
anmen  offers  a  less  satisfying  anal 
The  book  doesn't  make  prediction 
put  events  in  a  historical  context, 
while  it  recounts  the  uprising  in  c 
readable  detail,  it  is  less  vivid  thar 
"instant  books"  turned  out  last  fa 
the  reporters  of  Time  and  Britain's 
Independent.  But  what  Yi  and  Th 
son,  pseudonymous  Chinese  and  Ai 
can  journalists,  do  provide  is  a  soli( 
planation  of  what  China's  leaders  ■ 
doing  and  thinking  throughout 
year's  events.  They  rely  heavily  on 
viously  unavailable  speeches  by  offii 
In  fact,  the  translations  of  speeches 
eyewitness  accounts  are  perhaps 
most  valuable  part  of  their  book. 

The  authors  fault  China's  leader:!; 
failing  to  boldly  address  student  s 
cerns  before  the  protest  got  out  of  h 
They  accuse  them  of  "ossified  ancji 
imaginative  policies"  and  of  not  resjj 
ing  as  creatively  as  they  believe 
would  have.  During  Gorbachev's  vi^ 
mid-May,  especially,  they  say,  "the 
ership  might  have  been  able  to  upsJ 
the  students  with  its  own  dramatic! 
ture,  had  it  been  as  innovative  a:; 
American  press  suggested  before 
student  crisis  erupted." 

In  fact,  the  authors  are  as  critic 
the  American  press  as  of  Deng.  We: 
media,  they  say,  are  guilty  of  many 
depicting  Deng  as  trying  to  lead  ( 
toward  capitalism,  giving  him  too 
credit  for  opening  the  economy,  an 
scribing  the  protestors  as  seeking 
style  democracy.   What  the  stu( 
wanted,  they  say,  was  "more  accj 
ability  from  and  more  input  into  the 
tern  by  the  mass  of  the  population] 

Now,  a  year  after  the  bloodshed] 
Americans  can  take  a  dispassionate  I 
of  what  happened.  Many  may  prefel 
more  emotional,  inspirational  appi 
adopted  by  journalist  Liu  Binyan  i 
polemical  Tell  the  World,  publishec 
winter.  But  in  the  long  run,  histo 
will  find  the  careful  documentation 
and  Thompson  and  the  revisionist  a  i 
sis  of  Feigon  more  helpful  in  uncov 
what  really  happened,  and  why. 

BY  DORI  JONES 
Yajig  covered  China  for  BUSINESS 
from  June.  1982.  to  March.  1990. 
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OPENING 
THE  GOLDEN 
DOOR  WIDER— 
TO  NEWCOMERS 
WITH  KNOWHOW 


BY  GARY  S.  BECKER 


The  U.S.  needs  a  new 
imiTiigration  policy 
that  admits  many  more 
younger,  skilled  workers 
— and  punishes 
illegal  entrants 


GARY  S.  BECKER  IS  UNIVERSITY  PROFESSOR 
OK  ECONOMICS  AND  SOCIOLOGY 
AT  THE  UNIVERSITY  OF  CHICAGO 


The  1986  law  punishing  employers 
who  hire  illegal  immigrants  has 
failed  to  stem  the  flow.  But  the 
U.  S.  can  take  effective  steps  to  reduce 
illegal  crossings.  At  the  same  time,  we 
should  greatly  raise  the  number  of 
skilled  workers  admitted  legally. 

The  Immigration  &  Naturalization 
Service  estimates  that  more  than  750,000 
illegal  entrants  are  apprehended  each 
year.  Most  are  caught  by  border  patrols 
and  are  simply  sent  back  across  the  bor- 
der. Those  discovered  at  work  or  in  oth- 
er places  are  sent  home  as  well.  But 
many  enter  illegally  again. 

Illegal  immigration  can  be  cut  without 
identity  cards  and  unwarranted  intru- 
sions on  privacy  by  punishing  those  who 
are  apprehended  before  sending  them 
back.  They  should  be  fined,  if  they  have 
any  money,  and  sometimes  forced  to 
spend  time  in  jail.  Punishment  can  be 
lighter  for  first  offenders,  but  it  should 
become  severe  for  repeated  illegal  entry. 
This  would  deter  many  who  have  en- 
tered illegally  in  search  of  higher  wages. 

The  present  law  has  failed  in  part  be- 
cause employers  often  accept  the  poorly 
forged  documents  that  illegal  entrants 
acquire  on  the  thriving  black  market. 
Although  a  study  by  the  General  Ac- 
counting Office  shows  that  some  compa- 
nies play  it  safe  by  turning  away  work- 
ers with  foreign  accents,  apparently 
enough  employers  either  don't  look  at 
papers  or  don't  ask  many  questions 
about  those  they  accept.  If  illegal  immi- 
grants were  the  ones  subject  to  punish- 
ment, companies  would  have  no  reason 
to  shy  away  from  hiring  Hispanic  work- 
ers and  others  with  foreign  accents.  The 
onus  of  violating  the  law  would  be  on 
illegal  workers. 

FALSE  RECORDS.  The  American  tradition 
of  welcoming  immigrants  may  appear  to 
be  jeopardized  by  a  proposal  to  punish 
illegal  entrants.  Defenders  of  this  tradi- 
tion question  the  wisdom  of  punishing 
men  and  women  who  find  jobs  and  draw 
little  from  welfare  and  other  govern- 
ment programs.  But  such  objections  con- 
fuse the  value  of  immigrants  with  en- 
couragement of  illegal  entrants. 

Immigration  has  surely  benefited  the 
U.  S.  enormously,  but  the  present  sys- 
tem discriminates  against  law-abiding 
persons  who  wait  years  for  one  of  the 
several  hundred  thousand  green  cards 
issued  each  year  for  legal  entry. 

The  amnesty  provisions  of  the  1986 
law  worsened  discrimination  by  reward- 
ing many  people  who  had  entered  illegal- 
ly. Those  who  got  in  early  enough  can 
remain  under  the  law,  while  others  man- 
age to  win  amnesty  by  submitting  false 
records  of  when  they  entered. 

Punishment  of  illegal  entrants  should 
be  part  of  a  new  immigration  policy  that 


also  admits  many  more  younger,  skill] 
workers.  Such  newcomers  can  help  a^ 
viate  shortages  in  engineering,  nursi  -j 
computer  programming,  and  many  otlrl 
fields.  Since  they  would  have  above-av- 
age  incomes,  they  would  pay  above-av  ■ 
age  taxes  and  make  few  demands  ' 
welfare,  medicaid,  and  other  trans 
programs.  And  it  would  be  many  ye; 
before  such  young  immigrants  wo 
qualify  for  Social  Security  benefit; ■ 
during  which  time  they  would  be  c- 
tributing  to  the  system. 

The  economy  can  use  many  more  w 
trained  workers,  yet  almost  all  curn- 
immigrants  have  few  skills.  They're  - 
ther  unskilled  illegal  entrants  or  beni 
ciaries  of  the  preferential  treatment  ^ 
en  to  parents,  children,  and  other  cl( 
relatives  of  current  residents.  In  19 
fewer  than  4'a  of  the  640,000  legal  im  ■ 
grants  were  admitted  on  the  basis  ; 
their  skills. 

It  is  bizarre  to  have  a  policy  that  (; 
way  or  another  gives  preference  to 
skilled  entrants.  Australia  and  Can;, 
admit  much  larger  fractions  of  their 
migrants  under  special  priorities  • 
skilled  workers.  A  bipartisan  Senate  i 
sponsored  by  Edward  M.  Kennedy  - 
Mass.)  and  Alan  K.  Simpson  (R-Wy 
takes  a  step  in  the  right  direction  ■ 
expanding  to  150,000  the  number  : 
skilled  workers  admitted  each  year.  I: 
even  more  skilled  immigrants  should ; 
accepted. 

Unfortunately,  the  House  bill  sp- 
sored  by  Democrat  Bruce  A.  Morrison 
Connecticut  is  a  big  step  in  the  wrt: 
direction.  It  would  strengthen  rati' 
than  weaken  the  preference  given 
family  members.  And  while  it  w(.i 
take  skills  into  account,  the  bureaucn 
of  the  Labor  Dept.  would  have  to  del 
mine  how  many  can  be  admitted  in 
ticular  regions  or  industries. 
DISGRACEFUL.  Millions  of  workers 
over  the  world  are  eager  to  come 
America.  To  me,  it  is  disgraceful  tj 
the  U.  S.  hasn't  accepted  the  hundn 
of  thousands  of  skilled  Hong  Kong  n 
dents  who  want  to  leave  before  CI 
takes  over  in  1997.  And  close  to  a  mil 
Jews  and  other  Soviet  citizens — man; 
whom  are  quite  skilled — have  reques 
exit  visas.  Yet  the  U.  S.  has  revol 
their  political-refugee  status  and 
sharply  limiting  the  number  accept 
Countless  other  skilled  workers  fr 
Eastern  Europe,  Ireland,  South  Ameri 
Africa,  and  elsewhere  would  jump  at 
opportunity  to  move  here. 

'The  U.  S.  should  use  punishment, 
discourage  illegal  entry,  and  it  sho 
admit  many  more  skilled  workers.  Tb 
steps  would  go  a  long  way  toward  f 
viding  a  sensible  immigration  policy  t 
would  greatly  benefit  the  economy 
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Our  free  travel  program  gives  you 

the  best  mileage  you've  had  in  25  years. 


With  Northwest 
WorldPerks®  free 
travel  program, 
earning  free  trips  is 
fast  and  easy.  After 
just  20,000  miles,  you  can  fly 
free  to  any  one  of  over  200  U.S. 
cities.  To  make  things  even 
faster,  your  awards  are  issued 
automatically.  And  with  addi- 
tional mileage,  you  can  earn 
trips  to  places  like  FAirope, 
Asia,  Hawaii,  Alaska,  Mexico 
and  the  Caribbean.  To  get  the 
most  for  your  miles,  enroll 
in  WorldPerks  on  vour  next 
flight  or  call  1-800-678-2700, 
extension  SOO. 


?0Nofthwe5l  Airlines,  Inc. 


ORTHWEST  AIRLINES 
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BY  MICHAEL  J,  MANDEL 


BIG  BUSINESS' 
INCREDIBLE  SHRINKING 
PHONE  RATES 


American  business  spends  $70  billion 
each  year  on  its  phone  bills.  But 
while  most  other  company  expenses 
keep  rising,  the  cost  of  data  and  voice 
transmission  is  plummeting.  In  the  past 
year  alone,  the  price  of  telecommunica- 
tions for  large  business  users  has  fallen 
by  almost  10%,  reports  CCM I /McGraw- 
Hill,  a  company  that  tracks  rate 
changes.  That's  the  steepest  drop  since 
1986,  with  much  of  the  decline  coming 
over  the  past  six  months  (chart). 
To  many  economists,  such  price  de- 


BUSINESS  RINGS  UP 
LOWER  PHONE  CHARGES 


INDEX  OF  TELECOMMUNICATIONS 
PRICES  FOR  COMMERCIAL  USERS 
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creases  prove  that  the  deregulation  of 
the  phone  industry  in  the  1980s  has  been 
a  success.  Indeed,  the  sharply  reduced 
cost  of  telecommunications  is  stimulat- 
ing new  demand.  One  example:  Retailers 
can  now  routinely  and  cheaply  verify 
credit-card  charges  by  phone. 

But  not  everyone  expects  the  carriers 
to  continue  their  price-cutting.  "The 
ihree  big  carriers  [AT&T,  U.  S.  Sprint, 
and  MCI]  are  sending  subliminal  mes- 
sages saying  this  has  gone  far  enough," 
notes  George  David,  president  of  CCMI. 
And  the  consolidation  of  smaller  commu- 
nications companies  into  larger  ones  has 
already  started.  "I'd  be  very  surprised  if 
the  U.  S.  ends  up  with  a  large  number  of 
competing  national  carriers,"  says  Rob- 
ert W.  Crandall,  senior  fellow  at  the 
Brookings  Institution. 
Certainly,  the  results  of  the  last  big 
'  experiment  in  deregulation — the  airline 
I  industry — are  not  encouraging.  After 
!  government  control  was  relaxed  in  1978, 
j  a  squadron  of  new  competitors  took 
1  wing,  and  ticket  prices  fell.  But  by  1986, 


the  number  of  airlines  started  to  shrink, 
and  fares  began  to  creep  back  up  again, 
with  the  biggest  increases  in  cities 
served  by  a  single  carrier. 

But  there  are  important  differences 
between  the  two  industries.  Airline  carri- 
ers at  the  busiest  airports  have  little 
fear  of  new  competitors,  since  the  sup- 
ply of  landing  slots  and  gates  is  strictly 
limited.  By  contrast,  fiber-optic  cables 
can  carry  so  much  traffic  that  a  capacity 
crunch  is  unlikely.  And  phone  companies 
can't  establish  a  hub  and  lock  out  com- 
petitors the  way  airlines  do.  "By  com- 
parison," says  David  of  CCMI,  "deregula- 
tion in  the  telecommunications  market  is 
working  out  much  better." 

With  Peter  Coy  in  New  York 


IN  SEARCH  Of 
THE  CITY 
THAT  WORKS 


A city  with  a  booming  economy  can 
be  a  great  place  to  live,  while  one 
on  the  way  down  is  often  depressing. 
Now,  economist  Oscar  Ornati  of  New 
York  University's  Stern  School  of  Busi- 
ness has  come  up  with  a  way  of  sorting 
the  winners  from  the  losers.  By  looking 
at  wages,  unemployment,  and  demand 
for  workers  in  10  of  the  largest  cities  in 
the  country,  he  has  identified  places 
where  the  labor  market  is  improving 
most  rapidly — and  that  might  be  attrac- 
tive as  a  place  to  live  and  work. 

Ornati's  list  contains  some  pleasant 
surprises.  The  comeback-of-the-year 
award  is  shared  by  Dallas  and  Denver, 
finally  recovering  from  their  long 
slumps.  Atlanta  and  Washington  are 
also  doing  well,  continuing  their  strong 
performance  of  the  1980s.  At  the  bottom 
of  the  list  are  two  cities  that  actually 
lost  jobs  last  year,  Boston  and  Detroit. 
And  just  treading  water  is  New  York, 
where  rising  wages  are  just  offsetting 
the  loss  of  Wall  Street  jobs. 


WHAT  MAY  STOP  THE 
NEXT  BLOODY  MONDAY 
IN  MIDCRASH 


Recently,  the  Securities  &  Exchange 
Commission  and  the  Commodity  Fu- 
tures Trading  Commission  exchanged 
salvos  over  whether  "circuit  breakers" 
successfully  cushioned  sharp  drops  in 
stock  prices  last  October.  These  tempo- 
rary limits  on  both  futures  and  stock 
trading,  designed  to  kick  in  as  prices 
plunge,  were  adopted  in  the  wake  of  the 
508-point  plunge  in  the  Dow  Jones  indus- 
trial average  on  Oct.  19,  1987.  An  SEC 


i! 

i! 


report  suggests  that  the  circuit  brea' 
may  have  indeed  slowed  the  marll 
declines.  A  CFTC  study,  by  contrasts 
gues  that  restricting  trades  for  stain 
index  futures  may  have  perversely  n 
prices  of  the  actual  stocks  more  voh 
But  no  matter  which  side  is  right, 
performance  of  circuit  breakers  cai 
improved  with  a  few  small  changes, 
Charles  S.  Morris,  senior  economis 
the  Federal  Reserve  Bank  of  Ka: 
City.  He  points  out  that  the  trading 
strictions  on  the  futures  and  stock  i 
kets  last  October  were  not  triggeret 
the  same  events,  so  that  futures  tra 
temporarily  halted  while  the  stock 
ket  remained  open.  When  this  happH,,-, 
says  Morris,  "all  the  selling  pres 
shifts  to  the  stock  exchange,"  dri 
down  prices  there  even  further 
circuit  breakers  in  the  two  markets 
left  uncoordinated,  they  may  deepen 
future  downturn. 


BEYOND  INCOME: 
A  NEW  WAY  TO  ASSESS  ^ 
DEVELOPING  NATIONS  i 


IHOf 


Judging  the  progress  of  less  deveL 
countries  by  their  economic  grcM 
alone  is  a  mistake,  argues  a  jus 
leased  study  from  the  U.  N.  Dev( 
ment  Program.  The  study,  Human 
velopment  Report  1990.  ranks  coun 
using  a  new  and  broader  measure,  b; 
not  just  on  income  levels  but  also  on 
expectancies  and  the  percentagt 
adults  able  to  read.  This  new  mea 
shows  that  some  nations  are  doing  n 
better  than  their  gross  national  pro 
figures  would  suggest. 

Sri  Lanka,  Costa  Rica,  Jamaica, 
Thailand,  for  example,  have  been  ab 
achieve  high  levels  of  longevity  and 
acy,  even  though  they  are  handica] 
by  very  low  incomes  relative  to  thi 
dustrialized  nations.  By  contrast, 
new  ranking  shows  that  countries  i 
as  Saudi  Arabia  and  Brazil  have  no 
fectively  used  the  income  derived  i 
rapid  growth  to  promote  the  othei 
mensions  of  well-being.  Indeed,  ever  eevs] 
lofty  income  levels  of  the  U.  S.  look 
golden  from  this  perspective,  since  si 
other  countries  enjoy  a  longer  life  es 
tancy  and  at  least  15  others  report  I 
er  literacy  rates. 

The  U.  N.  study  uses  the  new  ran 
to  identify  which  development  strate  8|()||y 
have  worked.  The  study  concludes 
while  economic  growth  is  certainlj 
sential  in  the  long  run,  well-designec 
cial  expenditures  for  food,  health  ( 
and  education  can  improve  well-b 
even  when  income  levels  are  not  ri 
rapidly. 
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BY  KATHLEEN  MADIGAN 


IIS  WEAKLING  ECONOMY  IS  JUST  WHAT 
IE  INFLATION  DOCTOR  ORDERED 


conomic  growth  is  only  creeping  along,  but  the 
sluggishness  is  neither  unexpected  nor  unwanted. 
In  fact,  it's  exactly  what's  needed  to  reduce  the 
that  has  been  growing  under  prices, 
using  the  inflation  fires  means  the  economy  must 
in  weak  for  a  while  longer.  Growth  in  the  first- 
;er  gross  national  product  was  revised  down  sharp- 
it  output  and  spending  were  affected  by  unusual 
ler  and  special  factors  such  as  the  rebound  from 
ioeing  Co.  strike.  Data  for  May,  to  be  released  in 
ig  weeks,  will  give  a  better  picture  of  the  economy. 
*  now,  a  moderate  pace  of  consumer  spending,  with 
help  from  inventory  rebuilding,  should  prevent  this 
ly  expansion  from  tipping  into  recession.  That 
s  monetary  policy  should  remain  on  hold  at  least 
;he  summer,  and  a  more  subdued  pace  of  inflation 
>e  apparent  in  coming  months, 
t  the  soft  landing  is  already  bumpy  for  some  sec- 
)f  the  economy,  especially  those  sensitive  to  swings 
terest  rates.  The  big  losers  so  far:  housing,  car 
and  corporate  profits. 

Housing  has  been  a  real  dis- 
appointment. Rising  mortgage 
rates,  plus  sagging  prices  for 
existing  homes  in  some  regions, 
have  battered  demand  for  new 
housing.  In  April,  new  single- 
family  home  sales  fell  1.6%,  to 
an  annual  rate  of  546,000 — the 
lowest  pace  since  the  economy 
was  emerging  from  the  last  re- 
cession (chart). 
The  weakness  in  the  housing 
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et  indicates  that  construction  will  be  a  severe  drag 
e  economy  this  year.  Builders  had  an  8.1  months' 
y  of  unsold  new  homes  in  April — an  overhang  that 
I  high  to  support  much  new  home  construction. 
i  government's  index  of  leading  indicators  confirms 
the  economy  will  remain  sluggish  for  the  rest  of 
The  index — a  composite  of  data  that  foretell  the 
imy's  future  path — dropped  0.2%  in  April  and 
s  0.6%  below  its  level  of  a  year  ago. 

ENTORY  The  latest  revisions  to  first-quarter  GNP 
TING  also  underscore  the  expansion's  lethar- 
SHED  pace.  The  Commerce  Dept.  reestimat- 

►WTH  g(j  inflation-adjusted  growth  at  a  mere 
annual  rate,  down  from  the  2.1%  increase  calculated 
I  month  earlier.  In  the  past  two  quarters,  real  GNP 
'dged  up  at  an  annual  rate  of  only  1.2%,  less  than 


half  of  the  2.8%-  clip  in  the  previous  two  quarters. 

A  steep  drawdown  in  nonfarm  inventories  was  respon- 
sible for  last  quarter's  torpid  performance.  Originally, 
Commerce  had  calculated  that  real  business  stockpiles 
shrank  by  a  small  $2.5  billion.  But  after  a  second  look, 
the  government  changed  the  decline  to  $10.8  billion,  the 
first  drawdown  in  more  than  three  years.  Shrinking  car 
inventories  at  the  factory  and  retail  levels  accounted  for 
most  of  last  quarter's  downward  revision. 

Growth  in  final  demand — real 
GNP  less  inventories — was  virtu- 
ally unchanged,  rising  at  an  an- 
nual rate  of  4.1%.  Revisions  to 
most  sectors  were  small.  Ex- 
ports, however,  grew  at  a  much 
stronger  pace  than  was  first 
thought,  but  so  did  imports.  The 
result  was  only  a  slight  im- 
provement in  net  exports,  but 
the  upward  revision  to  foreign 
demand  suggests  that  exports 
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will  continue  to  give  support  to  American  industries. 

Commerce's  revisions  didn't  cool  inflation's  torrid  per- 
formance last  quarter.  The  GNP  fixed-weight  price  index 
rose  at  an  annual  rate  of  6.7%.  While  that  wasn't  much 
different  from  the  preliminary  estimate  of  6.5%,  the 
growth  in  prices  last  quarter  was  much  faster  than  the 
3.6%  pace  in  the  fourth  quarter. 

The  acceleration,  however,  won't  last  because  it  was 
concentrated  in  higher  food  and  energy  costs.  Prices 
for  both  of  these  items  have  turned  down  this  spring, 
ensuring  a  more  moderate  pace  of  inflation  in  the  second 
quarter. 

The  mix  of  first-quarter  GNP  growth  suggests  that  the 
economy's  pace  will  speed  up  this  quarter.  Even  a  mod- 
est buildup  of  auto  inventories  will  add  significant 
strength  to  overall  growth.  And  consumer  spending,  up 
by  a  sound  2.4%  annual  rate  in  the  first  quarter,  kicked 
off  the  second  quarter  with  a  solid  gain. 

SHOPPERS     Consumer  spending  advanced  in  April  by 
SPEND—       0.6%,  to  an  annual  rate  of  $3,680.1  billion. 
BUT  IT'S        After  price  changes,  the  increase  was  still 
NO  SPREE      ^  respectable  0.3%.  Consumers  remain  se- 
lective about  their  purchases.  Spending  on  services  con- 
tinues to  grow  strongly,  but  shoppers  are  still  passing 
up  a  lot  of  goods  on  store  shelves  (chart). 

Weak  car  buying  is  one  reason  for  the  lackluster  pace 
of  goods  demand.  Auto  purchases  rose  just  0.97o  in  April, 
after  falling  0.5%  in  March  and  8.5%  in  February.  Sales 
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through  most  of  May  have  been  dismal.  For  the  first  20 
days  of  the  month,  sales  of  domestically  made  new  cars 
stood  at  an  annual  rate  of  6.2  million,  down  from  6.6 
million  in  April.  The  drop  in  car  sales  means  that  retail 
sales  and  consumer  spending  were  weak  in  May. 

Excluding  cars,  real  spending  on  goods  increased  0.2% 
in  April.  Buying  of  home-related  goods  has  been  hurt  by 
the  slump  in  housing  sales.  And  clothing  purchases  have 
been  particularly  weak.  After  adjusting  for  prices,  ap- 
parel buying  has  dropped  for  three  months  now,  includ- 
ing a  steep  1.6%  decline  in  April. 

Demand  for  services  is  holding  consumer  outlays  on  a 
steady  course.  Purchases  of  services  rose  0.5%-  in  April, 
the  same  solid  gain  as  in  March.  Over  the  past  12 
months,  service  spending  has  increased  by  4.5%-,  while 
real  outlays  for  goods  have  been  almost  flat. 

Keeping  consumer  spending  on  an  upward  track  will 
depend  on  income  gains.  So  far,  income  growth  is  pretty 
healthy.  In  April,  personal  income  rose  0.3%,  to  an  annu- 
al rate  of  $4,687.6  billion,  after  posting  strong  increases 
of  0.8%'  in  both  February  and  March.  In  the  past  four 
months,  personal  income  has  grown  at  an  8.3%  annual 
rate,  about  the  same  as  the  sturdy  8.5%  advance  of  1989. 

The  rapid  clip  of  price  hikes  in  the  first  quarter  did 
lessen  growth  in  earnings  adjusted  for  taxes  and  infla- 
tion. Real  disposable  income  is  up  by  just  1.1%  so  far  this 
year,  compared  with  the  3.8'a  increase  of  1989.  The  re- 
versal in  food  and  energy  prices,  however,  means  that 
inflation  will  take  less  of  a  bite  out  of  consumers'  pay- 
checks this  quarter. 

CORPORATE  In  the  coming  months,  slower  growth  in 
EARNINGS  jobs  will  probably  temper  the  pace  of  per- 
WON'T  sonal  income,  but  not  enough  to  cause 

REBOUND      shoppers  to  cut  their  spending.  That's 

good  news  for  companies  whose  own  earnings  have  been 

squeezed  by  the  slowdown  in  demand. 
Operating  profits  from  current  production  at  nonfinan- 


THE  SQUEEZE  ON 
PROFIT  MARGINS 


cial  corporations  fell  sharply  in  each  quarter  of  1989  \v 
dropped  an  additional  0.3%'  in  the  first  quarter,  to^- 
annual  rate  of  $211.4  billion.  Aftertax  profits  managtlj 
small  1.7%'  gain,  to  $116  billion,  but  those  earnings  k 
still  11.9%  below  year-ago  levels. 

Profits  are  heading  south  because  companies  hav 
had  much  success  in  raising  prices  in  the  face  of  si 
demand.  Meanwhile,  rising  employee  compensation, 
pecially  benefits,  plus  higher  interest  expenses  have 
creased  the  cost  of  doing  business. 

As  a  result,  profit  margins  are  suffering.  In  the 
quarter,  earnings  as  a  share  of  the  output  produce 
nonfinancial  corporations  dropped  to  1.17o,  a  level  usu 
seen  only  during  recessions  (chart). 

Profits  won't  rebound 
time  soon.  Consumers  will 
tinue  to  resist  price  marku 
and  companies  seem  unabkr 
rein  in  their  costs  by  much.  ' 
rising  pace  of  interest  outl 
reflects  in  part  the  debt  piled 
over  the  course  of  the  lit! 
This  mountain  of  lOUs  won't 
scaled  down  for  a  while 
That    means    interest  p 
ments — already  a  record  'M 
of  corporate  cash  flow — will  be  a  drain  on  future  prol- 
Meanwhile,  labor  markets  are  still  tight  in  some  ? 
gions  and  industries  across  the  country.  So  while  la;, 
costs  may  not  accelerate  this  year,  their  pace  won't  s 
by  much,  either. 

A  return  to  faster  growth  in  demand  would  be  a  ii 
for  corporate  balance  sheets,  because  that  would  niak 
easier  to  pass  along  price  hikes.  But  this  is  unlikel} 
happen.  Spending  will  remain  sluggish  for  the  rest 
1990.  That  will  keep  a  squeeze  on  corporate  profits, 
it  also  brightens  the  prospect  that  inflation  will  ccs, 
under  control. 
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THE  WEEK  AHEAD 


CAR  SALES 


Tuesday,  June  5,  Jt:15  p.m. 
I'omestically  made  new  cars  probably 
scjIcI  at  an  annual  rate  of  about  6.4  mil- 
lion in  May.  A  heavy  push  on  incentives 
likely  lifted  sales  at  the  end  of  the 
month  to  a  yearly  pace  of  about  6.6  mil- 
iittn,  up  from  the  dismal  6.2  million  aver- 
aged in  the  first  20  days  of  May.  The 
expected  May  selling  pace  would  be  the 
lowest  so  far  this  year.  In  April,  U.  S.- 
made  cars  sold  ;;t  a  6.6  million  rate. 

mmM.  UNEMPI0YME»9T  CLAIMS 


Tiuusday,  June  7,  8:30  a.m. 
.N'ew  claims  for  state  unemployment-in- 
.■^urance  benefits  probably  stood  at  an 
annual  rate  of  about  345,000  for  the 


week  ended  May  26,  a  bit  less  than  the 
3.53,000  pace  posted  in  each  of  the  first 
two  weeks  of  May.  So  far  this  year, 
claims  have  stabilized  at  an  annual  rate 
of  about  350,000.  This  relatively  high 
pace  reflects  layoffs  in  the  manufactur- 
ing sector. 

CAPITAL  SPENDING  

Thursday,  Juue  7,  8:30  a.m. 
Nonfarm  businesses  will  probably  ex- 
pand their  plant  and  equipment  spending 
by  about  6.27&  for  all  of  1990,  according 
to  a  survey  of  forecasters  compiled  by 
MMS  International,  a  division  of  McGraw- 
Hill  Inc.  These  investment  plans  would 
be  much  lower  than  the  7.8%  increase 
expected  when  the  Commerce  Dept.  last 
questioned  businesses  in  January  and 


February.  The  new  survey,  taken! 
April  and  May,  will  reflect  more  con' 
vative  spending  plans  because  of  si 
demand,  tighter  credit  conditions, 
weaker  cash  flow  in  many  corporati( 
In  1989,  nonfarm  businesses  l>oo^ 
plant  and  equipment  spending  by  10 
to  an  annual  rate  of  $475.5  billion. 

INSTALLMENT  CREDIT 


Thursday,  June  7 

Consumers  likely  increased  their  d 
load  by  about  $2.3  billion  in  April,  jui 
little  less  than  the  $2.6  billion  taken  o! 
March.  April's  moderate  gain  is  sugg 
ed  by  a  small  rise  in  new-car  sales, 
change  in  nonauto  retail  purchases,  : 
a  drop  in  personal  loans  taken  at  o 
mei'cial  baiiks. 
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He  grew  up  on  beluga  caviar  and  Bizet's  Carnrien. 


He  had  a  channpion  King  Charles  spaniel 
and  a  '52  roadster  nanned  Wanda. 


He  had  Europe  at  his  feet  and  the  world  at  his  door 


But  he  never  had  a  Waterman. 


How  could  1  have  known  he  had  been  so  deprived. 


ens  write.  A  Waterman  pen  expresses.  For  more  than  a  century,  this  distinction  has  remained  constant,  hi  the  precise,  painstaking 
ngjor  example.  In  the  meticulous  balancing.  In  layer  upon  layer  of  brilliant  lacquers.  In  accents  gilded  with  precious  metal, 
ie  who  desire  such  an  instrument  of  expression  f)  will find  Waterman  in  a  breadth  of  styles,  prices  and finishes. 


'on  f) 

m 


ATERMAN 


PARIS 


©1989  Waterman  Pen  Company 
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RUSSIA-BOUND  CORN:  THE  SOVIETS,  HUNGRY  FOR  MEAT,  ARE  BUYING  HUGE  AMOUNTS  OF  GRAIN  TO  USE  AS  LIVESTOCK  FEED 


JUNE  11,  1 


FARMERS  ARE  BACK 
IN  THE  GREEN 

THE  DROUGHT  IS  ENDING,  CROPS  SHOULD  BE  GOOD— AND  PRICES  ARE  STILL  HIG 


if  CI 
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tel  rai 
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rown,  dry,  and  scraggly.  Anyone 
who  drove  cross-country  in  the 
summer  of  '88  will  recall  just  how 
deijressing  a  cornfield  can  look.  But  this 
year,  the  scenery  promises  to  be  far 
more  alluring.  Plentiful  spring  rains 
have  heralded  the  end  of  the  drought. 
Now.  healthy  sprouts  are  bursting 
through  moist  soil.  By  August,  with  any 
luck  al  all.  the  nation's  heartland  will  be 
shimmering  again  in  rich  fields  of  green. 

Thai  will  be  a  tonic  for  American  agri- 
culture, vvhich  is  still  smarting  from  a 
decade  ihat  suffered  the  sickest  farm 
economy  since  the  Great  Depression. 
Several  years  in  the  making,  the  fragile 
farm  recovery  has  only  now  reached  the 
point  where  people  use  words  such  as 


"stable"  and  "healthy"  to  describe  it. 

Bountiful  harvests  are  usually  a 
mixed  blessing.  They  lead  to  overflow- 
ing surpluses — and  sinking  prices.  But 
this  time,  the  severe  drought  cut  grain 
stockpiles  to  near-distress  levels  at  a 
time  of  heavy  demand  both  in  the  U.  S. 
and  overseas.  The  result:  good  prices 
and  plenty  of  cash 
farmers  can  use  to 
pay  down  debt,  ser- 
vice new  loans,  re- 
place equipment,  ex- 
pand, and  bid  up 
cropland  values. 
Says  Porter  J.  Mar- 
tin, a  farmland  bro- 
ker in  DeKalb,  III: 
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"American  agriculture  is  in  better  sh 
now  than  it's  been  in  15  years." 

Few  farmers  are  in  a  more  attrac 
position  than  those  who  grow  corn, 
nation's  top  grain  crop.  It's  not  that 
world  has  gone  crazy  for  creamed  c( 
Far  from  it.  Less  than  17'  of  any  yei 
harvest  ends  up  as  sweet  corn  on 
dinner  plate.  Ani; 


feed,  taking  up  m  ii 
than  707^  of  the  ci  breaj 
is    corn's  prim 


use.  As  the  wor, 
appetite  for  m( 
and  its  ability  to 
for  it,  expands, 
does  demand 
corn. 


to 


et  leaders  face  a  restive  popula- 
id  are  trying  to  put  more  meat  on 
ible.  So  they're  buying  huge 
its  of  corn  and  soybean  meal  to 
lieir  livestock.  Asian  diets  are  be- 
r  more  like  those  in  the  West, 
neans  more  meat  and  more  feed 
-s.  And  U.  S.  cattlemen,  hog  rais- 
ad  chicken  farmers  are  enjoying 
^h  prices,  partly  because  of  this 
iastic  overseas  demand.  They,  too, 
aore  feed.  Overall,  feed-corn  ship- 
this  year  will  be  up  15%. 
remainder  of  the 
Top  is  processed 
Industrial  prod- 
■m.ainly  corn 
iners  and  ethanol, 
iitive  that  makes 
le  burn  clearer, 
se  use  is  growing 
lealthy  rate,  but 
1  demand  could 
e,  thanks  to  the 
ing  revisions  in 
;an  Air  Act  about 
passed  by  Con- 
The  National 
Growers  Assn. 
;  the  corn  used  to 
?thanol  could  dou- 
1995,  to  800  mil- 
ishels  a  year. 
;ard.  It  all  adds 
an  estimated  16%- 
ie  this  year  in  de- 
for  corn.  More- 
just  1.3  billion 
3,  an  eight-week 
,  were  left  from 
crop.  This  year, 
likely  will  shrink 
litional  4%  or  so. 
•ices  are  rising 
).  "Even  if  we 
bumper  crop,  we 
see  corn  go  below 
a  bushel,"  says 
1.  Parsons,  a  Wa- 
owa,  corn  producer, 
a  bumper  crop  isn't  likely.  Heavy, 
ent  rains  in  many  areas  have  de- 
ilanting  to  the  point  where  acres 
jing  switched  to  lower-yielding 
corn  or  soybeans — or  even  taken 
production.  In  response,  futures 
>  have  pegged  prices  at  about 
,  bushel  for  corn  grown  this  year 
Id  in  the  summer  of  1991.  Should 
it  reappear  before  the  crop  polli- 
in  July — still  a  possibility — prices 
soar  to  between  $3  and  $4. 
Soviets,  who  will  account  for  9% 
n  purchases  this  year,  will  help 
rices  high.  Beyond  that,  they're  a 
ird.  They  bought  16.5  million  met- 
s  of  corn  last  year,  and  may  buy 


up  to  17  million  in  the  current  season.  A 
lot  of  corn  growers  like  to  think  that  the 
politics  of  perestroika  will  force  the  So- 
viets to  keep  importing  feed  grain  so 
their  people  can  eat  more  meat.  But  key 
Soviet  leaders  are  seeking  better  uses 
for  scarce  hard  currency — such  as  buy- 
ing modern  equipment  to  make  Soviet 
agriculture  more  self-sufficient.  "We  are 
going  to  be  decreasing  the  imports  of 
grain  and  other  food  products,"  says  An- 
drei V.  Korneyev,  an  economist  at  the 
Soviet  Union's  Academy  of  Sciences. 
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THE  CORN  SURPLUS 
IS  SHRINKING... 
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STOCKS  AS  A  PERCENTAGE 
OF  TOTAL  SUPPLY 
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...AND  THAT'S 
TO  BOOST 
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Wheat  and  soybean  growers  also  are 
looking  forward  to  a  good  year.  But 
they  face  much  more  overseas  competi- 
tion than  corn  producers.  The  Soviets, 
for  instance,  anticipate  a  good  harvest 
this  year  and  are  likely  to  decrease 
wheat  imports  as  a  result.  That's  put  a 
damper  on  prices. 

Although  fat  supplies  will  push  prices 
down  at  least  11%  from  last  year's 
drought-induced  $3.71  a  bushel,  most 
farmers  will  make  up  the  difference,  and 
then  some,  on  volume.  This  year's  win- 
ter-wheat crop  is  expected  to  surge  44%. 
Says  Philip  M.  Raup,  a  Hays,  Kan., 
wheat  grower:  "It's  better  to  have  some- 
thing to  sell  than  nothing  to  sell.  We  had 
a  total  crop  failure  last  year." 


The  upshot:  Cash  income,  including 
government  subsidies,  for  all  farmers 
may  rise  to  between  $54  billion  and  $58 
billion,  up  from  $53  billion  last  year  and 
more  than  50%-  higher  than  the  1984  lev- 
el, according  to  the  Agriculture  Dept. 
Farm-implement  dealers  and  other  ag 
suppliers  are  licking  their  chops.  "We 
could  have  our  best  year  in  many 
years,"  says  William  R.  Kibble  of  Kibble 
Equipment  Inc.  in  Montevideo,  Minn. 
Deere  &  Co.,  the  country's  top  farm 
equipment  maker,  expects  its  most  prof- 
itable year  ever. 

Thanks  to  strong 
crop  returns,  farmland 
prices  have  been  on  a 
gradual  upswing,  rising 
4%  across  the  U.  S.  last 
year.  Corn  fever  has 
created  a  speculative 
flurry  in  some  areas, 
yet  prices  across  Iowa 
remain  43%  below  their 
1981  peak. 

WARY  OF  DEBT.  Farm 
lenders  are  feeling  their 
oats  again,  too.  "With 
the  moisture  situation 
improving,  we're  in  for 
rosier  times,"  says 
Douglas  G.  McDermott 
of  Home  State  Bank  in 
Jefferson,  Iowa.  Still, 
lenders  big  and  small 
are  extending  credit  a 
lot  more  carefully  these 
days.  Richard  M.  Kova- 
cevich,  president  of 
Norwest  Corp.  in  Min- 
neapolis, vows  that  the 
regional  banking  giant 
won't  get  burned  by 
farmland  frenzy  again. 
"We're  going  to  lend 
on  the  basis  of  cash 
flow,"  he  says.  "We 
won't  be  lending  money 
on  the  value  of  land, 
buildings,  and  machinery." 

Producers  themselves  have  grown 
more  conservative,  too.  "Farmers  as  a 
whole  are  pretty  cautious,"  says  Robert 
N.  Wisner,  an  economist  at  Iowa  State 
University.  "  'Reluctant'  is  a  mild  word 
for  it.  They  have  a  strong  aversion  to 
getting  back  into  the  debt  pattern  of  the 
early  1980s." 

Farmers  remember  how  painful  that 
proved.  But  the  winnowing  process  left 
U.  S.  growers — already  the  world's  most 
efficient — savvier  than  ever.  This  year, 
barring  natural  calamity,  most  can  look 
forward  to  enjoying  a  horn  of  plenty. 

By  Russell  Mitchell  in  Minneapolis,  with 
Lois  Therrien  in  Chicago  and  Vicky  Cahan 
in  Washington 
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INFUSION  THERAPY:  SOME  COMPANIES  CHARGE  SEVEN  TIMES  THE  ACTUAL  COST 


AIDS  HOME  CARE  MAY  BE  DUE 
FOR  SOME  HOUSECIEANING 


Activists,  insurers,  and  the  feds  are  fuming  over  price  markups 


Wi 


J&yne  Nagel  is  in  the  despera- 
tion business.  As  director  of 
Harbor  Home  Support  Ser- 
vices, a  nonprofit  AIDS  service  in  Chica- 
go, he  provides  home  care  for  patients 
mainly  on  public  assistance.  Yet  nowa- 
days, even  relatively  well-off,  insured 
victims  turn  to  him.  "A  client  came  to  us 
after  a  bill  collector  knocked  on  the  door 
for  a  big  insurance  copayment  on  his 
home  care,"  says  Nagel. 

That  tale  isn't  unique. 
Home  care  has  long  been 
held  out  as  a  less-costly  alter- 
native to  hospital  care  for 
those  with  AIDS-related  ill- 
nesses and  other  serious  con- 
ditions. Providers  generally 
offer  savings  of  SO'/'  or  bet- 
ter. But  that's  not  always  the 
case.  In  fact,  AIDS  groups, 
private  insurers,  and  some 
piiysicians  are  in  high  dud- 
ge!»i  over  what  they  see  as 
the  .fiO  billion  industry's  Al- 
ice-)'.-Wonderland  pricing 
praci.il  o;.  Even  the  govern- 
ment i^  '  ls  hortchanged.  On 
May  22,  U;'  General  Account- 
ing Office  t  id  Congress  that 
medicare  could  save  $240  mil- 
lion a  year  by  cracking  down 
on  overcharges  from  suppli- 


ers   of    home    medical  equipment. 

Private  insurers  are  steaming,  too. 
The  tab  for  comparable  types  of  home 
infusion  therapy — intravenous  antibiot- 
ics, nutrition,  or  chemotherapy — can 
vary  by  up  to  7007^  nationwide,  says  Ter- 
rie  Pryce,  a  contract  manager  with  Blue 
Shield  of  California.  "There  are  now 
some  cases  where  it's  a  wash  between 
leaving  a  patient  in  the  hospital  and  pro- 
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THE  STEEP  COST  Of  AIDS  HOME  CARE 

Prescription;  2  liters  a  day  for  a  month  of  Total  Parenteral 
Nutrition  Therapy — a  solution  of  amino  acids,  dextrose, 
and  fatty  supplements  fed  intravenously 


Item                       Monthly  usage  Approximate  cost 

Billing  rote 

TPN  SOLUTION' 

PHARMACY  FEE  INCLUDED 

30 

$1,293 

$9,000 

INTRALIPIDS/HALF  LITER 

FAHY  SUPPLEMENT 

12 

$224 

$1,489 

ADMINISTRATION  KIT 

GAUZE,  SYRINGES,  ETC. 

30 

$476 

$2,877 

CENTRAL  LINE  SUPPLY  KIT 

CATHETER  AND  SUPPLIES 

12 

$138 

$923 

IV  PUMP  RENTAL 

30  days 

$64 

$675 

POLE  RENTAL 

30  days 

$6 

$50 

TOTALS 

$2,201 

$15,014 

GROSS  PROFIT  $12,813 


*TPN  doses  cOfiToin  85  grams  of  amino  acids 


DATA:  MEOICAl  BILLING  SPECIALISTS 


viding  home  care,"  she  says.  Addsl 
Daniel  Dragalin,  a  vice-president 
Prudential  Insurance  Co.:  "The  variix 
in  pricing  is  just  phenomenal." 

Home  care  outfits  now  face  tin  ^ 
public  relations  problems  as  sonn  i 
maceuticals  makers.  Last  year, 
roughs  Wellcome  Co.  and  Lyphoj 
Inc.  both  came  under  fire  for  their 
markups  on  drugs  such  as  AZT  and 
sol  pentamidine,  which  have  been  si 
to  help  prolong  the  lives  of  AIDS 
tients.  These  companies  argue  their 
ing  is  dictated  by  the  need  to  rei 
massive  research  and  development  C( 

Home  care  is  just  as  crucial  as  fW' 
drugs.  It  shields  AIDS  patients  i  lel 
germ-packed  hospitals  and  offers  a  r  si 
emotionally  supportive  setting.  Bu 
not  always  affordable:  Take  a  com 
infusion  therapy  called  total  paren' 
nutrition,  a  solution  of  protein  and  1  it  l^f 
supplements.  Medical  Billing  Specia; 
which  handles  claims  for  15  indepen 
home  care  companies,  outlined  its 
ents'  pricing  for  TPN  last  Novembepssffl 
the  annua!  meeting  of  the  American 
ciety  of  Consultant  Pharmacists 
■OUTRAGEOUS.'  Medical  Billing  cha 
insurers  $9,000  for  a  one-month,  2-liti§!ii!  k 
day  supply  of  TPN  that  by  its  own  r 
oning  actually  costs  $1,293  (table 
also  charges  an  additional  $6,014  forlfesaije 
ty  supplements  and  standard  equipr  ire 
such  as  a  catheter  and  iv  pump 
the  actual  cost  is  about  $900.  The  gi 
total,  excluding  nursing  costs:  $15,  ^ 
"I'm  about  in  the  middle  range," 
Medical  Billing  CEO  Cherie  Mascio. 

While  markups  of  250%  on  phailiai, 
ceuticals  aren't  unusual,  charging  ne 
seven  times  the  actual  cost  for  TPN 
AIDS-care  advocates  fuming.  "That'sjifor 
outrageous  price  for  what's  essent 
cheap  goop,"  says  Martin  Delaney,  d: 
tor  of  Project  Inform 
AIDS-treatment  informa 
center  in  San  Francisco. 

What  do  others  chai 
BUSINESS  WEEK  called  m 
home-infusion     compai  Ujjt 
asking  for  their  price  on 
same  prescription,  again 
eluding  nursing  costs,  as 
tailed  by  Medical  Bill 
"That's  way  high,"  says 
rick  Smith,  CEO  of  New 
gland  Critical  Care  Tnc 
West  Borough,  Mass.  "Thp 
more  like  a  $5,000  char) 
But  Caremark  HomeC 
Inc.,  a  subsidiary  of  Ba: 
International  Inc.  and 
No.  1    infusion  comp£ 
quoted  a  $10,000-to-$12 
range.  T2  Medical  Inc 
Roswell,  Ga.,  says  it  chai 
about  $5,000,  too.  Care  Gr 
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r  New  York  figures  about  $8,000. 
atients,  of  course,  ultimately  need 
lursing  care,  and  the  cost  per  visit 
;  from  $60  to  $120,  depending  on 
arket.  So  14  visits  a  month,  not 
al  for  TPN,  would  run  anywhere 
5840  to  $1,680  extra. 

their  part,  home  care  companies 
lat  such  gaps  exist  because  the 
it  of  training  and  medical  attention 

with  every  AIDS  patient.  "Every 
t  is  different  and  should  be  billed 
)riately,"  says  Patrick  Shea,  a 
;man  for  Caremark.  Also,  prices 
3ut  so  does  quality.  "You  general- 

what  you  pay  for,"  says  Parker 
;it,  CEO  of  Healthdyne  Inc.,  whose 
vned  subsidiary,  Home  Nutrional 
ss  Inc.,  just  went  public  on  the 
th  of  two  straight  years  of  45%- 
imps  in  profits.  Some  care  provid- 
;o  argue  that  the  market  is  simply 
;  to  pay  the  price  for  a  valuable 
I.  "We  should  be  rewarded,"  says 
Dkesman  Dale  Benzine,  "and  we 
mdsomely." 

landsomely,  in  fact,  that  private 
rs  and  the  federal  government's 
I  Care  Financing  Administration 
•  ready  to  crack  down.  Last  July, 
Shield  of  California  shifted  to  a 
!m  fee  schedule  for  some  home 
ervices  based  on  average  whole- 
•ices.  If  other  insurance  companies 
:  same  route,  it  could  dampen  the 
ive  20%  growth  in  the  home-infu- 
larket. 

I,  which  oversees  medicare,  is  con- 
ig  adopting  tighter  caps  on  the 
illion  in  annual  claims  it  pays  to 
care  companies.  Under  a  current 
;al,  payouts  would  be  tied  to  a  me- 
Tiarket  average.  Why?  Consider 
ledicare  now  pays  $1,124  a  month 
;  for  a  portable  ventilator  in  Michi- 
A^hile  the  same  equipment  costs 
183  in  New  Mexico.  "These  wide 
mces  are  not  explained  by  costs 
mces  among  areas,"  GAO  analyst 
Shikles  told  Congress  last  month. 
lEGULATlON?  All  of  this  could 
real  headaches  for  home  care  com- 
,  which  already  cope  with  delays 

to  120  days  on  insurance  reim- 
nents.  Yet  with  the  current  nation- 
eload  of  50,000  AIDS  patients  ex- 
to  double  by  1993  and  with  1 
1  Americans  believed  to  be  carry- 
e  human  immunodeficiency  virus, 
care  figures  to  play  a  crucial  role 
iting  the  epidemic. 
;el  of  Chicago's  Harbor  Home  Sup- 
icrvices  isn't  optimistic  about  how 
care  will  perform,  given  the  gold 
of  the  AIDS  market.  "Companies 
arking  up  at  three  times  or  more 
;ost,"  he  says.  Will  the  industry 
in  itself  before  regulators  step  in? 

isn't  holding  his  breath. 

By  Brian  Bremner  in  New  York 


EXECUTIVE  SUITE  I 


HBJ  TRIES  TO  TURN  THE  PAGE 
ON  ITS  DEBT-PLAGUED  PAST 


New  Chairman  John  Herrington  must  revive  a  stagnant  operation 


The  halls  in  the  executive  offices  at 
publisher  Harcourt  Brace  Jovano- 
vich  Inc.  are  a  tribute  to  the  ac- 
complishments of  former  Chairman  Wil- 
liam Jovanovich.  Hung  on  walls  are 
dozens  of  books  that  Jovanovich  wrote, 
edited,  or  contracted  for  in  his  35  years 
at  the  Orlando  company.  Yet  on  May  29, 
the  day  he  retired  as  chairman,  Jovano- 
vich, 70,  was  conspicuous  by  his  absence. 
He  didn't  attend  the  New  York  board 
meeting  that  elected  his  successor,  for- 
mer U.  S.  Energy  Secretary  John  S.  Her- 
rington. Instead,  he  sent  a  brief  farewell 
letter  to  the  board. 

It  was  a  quiet  end 
to  a  turbulent  reign. 
Under  Jovanovich's 
strong-willed  leader- 
ship, HBJ  peaked  in 
the  mid-1980s  as  a 
leader  in  publishing 
while  also  expanding 
into  insurance  and 
theme  parks.  But  a 
bitter,  ad  hominem 
1987  takeover  battle 
ended  in  a  Pyrrhic 
victory  for  HBJ  when 
it  took  on  $3  billion 
in  debt  to  elude  Brit- 
ish publishing  tycoon 
Robert  Maxwell. 
Now,  Herrington 
and  CEO  Peter  Jovan- 
ovich, William's  son, 
must  contend  with  a  still-crushing  $1.6 
billion  debt  load. 

TIES  TO  ANNENBERG.  Herrington,  a  Cali- 
fornia lawyer,  joined  the  HBJ  board  a 
year  ago.  Since  then,  he  has  helped  pro- 
duce $32  million  in  savings.  Last  year, 
the  company's  continuing  operations  net- 
ted $12.3  million  on  $1.3  billion  in  sales 
vs.  a  year-earlier  $126  million  loss  on 
sales  of  $1.2  billion. 

The  new  chairman's  close  ties  to  Wal- 
ter Annenberg  have  fueled  rumors  that 
the  wealthy  philanthropist  might  be 
about  to  inject  fresh  capital  into  HBJ. 
Herrington  says  that's  not  in  the  works. 
Nor  is  a  resurgence  of  optimism  among 
investors.  On  the  day  of  the  manage- 
ment shuffle,  HBJ  shares  closed  un- 
changed at  3 Vs.  During  the  struggle 
with  Ma.xwell,  they  peaked  at  63%. 

Investors  can't  hope  for  much  pop  in 
the  stock  until  its  core  publishing  busi- 
ness shows  signs  of  coming  out  of  its 
tailspin  and  the  company  gets  a  handle 


on  its  debt.  Beginning  in  1992,  HBJ  will 
have  to  start  making  semiannual  pay- 
ments on  some  $1  billion  in  junk  bonds. 
Wall  Street  is  divided  on  whether  HBJ 
can  cover  the  payments.  Herrington 
says  doing  so  is  his  top  priority.  "The 
longer  we  let  it  hang  over  us,  the  more 
it  hurts  the  company,"  he  says. 
WORRIES.  Finding  ways  to  pay  have 
proven  elusive.  One  option  is  to  sell  pub- 
lishing units,  but  buyers  are  thin  on  the 
ground.  Exploratory  talks  with  Toron- 
to's Thomson  Corp.  were  called  off  in 
May.  Should  an  adequate  offer  emerge, 
there  are  doubts  as 
to  whether  HBJ  could 
afford  the  loss  in 
cash  flow.  The  1989 
sale  of  HBJ's  six  Sea 
World  parks  fetched 
$1.1  billion  and  sub- 
stantially cut  HBJ's 
bank  debt.  But  the 
company  misses  the 
parks'  12%  margins. 
And  HBJ  will  proba- 
bly hang  on  to  its  in- 
surance division  to 
capture  the  cash  it 
throws  off. 

More  worrisome 
are  HBJ's  bread-and- 
butter  publishing  op- 
erations. HBJ's  pub- 
lishing unit's  sales 
were  flat  last  year  at 
$885  million,  while  PaineWebber  Inc. 
publishing  analyst  J.  Kendrick  Noble  es- 
timates that  the  industry  overall  grew 
by  10%.  HBJ's  schoolbook  division  got 
clobbered  in  reading  and  language  arts 
by  the  likes  of  Houghton  Mifflin  Co. 
Industry  experts  suggest  HBJ  can't  free 
up  the  cash  it  needs  to  improve  its  prod- 
uct lines.  "It's  difficult  to  toss  $10  mil- 
lion into  R&D  when  you've  got  almost  $2 
billion  in  debt,"  says  James  Milliot,  exec- 
utive editor  of  BP  Report,  a  publishing- 
industry  newsletter. 

Jovanovich  scoffs  at  the  suggestion 
that  HBJ  can't  improve  its  textbook  line. 
"It's  not  how  much  you  put  into  it  but 
how  effective  the  programs  are,"  he 
says.  But  the  damage  has  been  done. 
"They  expected  their  name  to  carry 
them,"  says  a  rival  publishing  executive 
who  asked  not  to  be  named.  "HBJ  got  a 
little  complacent."  That's  one  problem 
HB.J  isn't  suffering  from  now. 

By  Antonio  Fins  in  Miami 
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SUN  PROTECTION? 
THERE'S  A  RUB 


The  FDA  is  taking  a  hard  look  at 
claims  for  some  products 


At  the  Beach  'n'  Bikinis  shop  in 
Santa  Cruz,  Calif.,  rows  of  sun- 
care  potions  stand  at  attention, 
ready  to  renew  their  annual  war  against 
the  sun's  rays.  Here,  as  in  stores  across 
the  country,  it's  no  longer  tanning  oils 
and  lotions  leading  the  charge.  Most  cus- 
tomers now  reach  for  sunscreens  such 
as  Banana  Boat's  level  29  sunblock  for 
babies,  and  Hair  Guard,  which  helps 
keep  dyed  blondes  from  turning  orange. 

That's  good  news  for  consumers  try- 
ing to  stave  off  premature  aging  and 
even  cancer.  And  it's  good  news  for  an 
industry  that  has  enjoyed  20%  annual 
sales  growth  since  the  mid-1980s.  But 
some  companies  may  get  burned  be- 
cause of  the  claims  they've  been  making. 
WAVES  OF  CLAIMS.  The  Food  &  Drug  Ad- 
ministration is  increasingly  concerned 
that  some  sun-care  and  cosmetic  outfits 
are  misleading  the  public  about  the  ul- 
traviolet radiation  protection  their  prod- 
ucts provide.  Earlier  this  year,  the  agen- 
cy sent  "feedback"  letters  to  Schering- 
Plough's  Memphis-based  HealthCare 
Products  division,  Westwood  Pharma- 
ceuticals in  Buffalo,  and  Mary  Kay  Cos- 
metics in  Dallas.  While  not  regulatory 


IN  THE  DARK:  THE  FDA  HASN'T  SET  A  STANDARD  FOR  ULTRAVIOLET-A  BLOCKERS 


actions,  the  letters  sternly  reminded  the 
companies  that  claims  they  and  other 
manufacturers  make  of  blocking  so- 
called  UV-A  rays  are  "unsubstantiated." 

Most  sunscreens  block  UV-B  rays, 
shorter-wavelength  radiation  that  causes 
sunburn  and  some  skin  cancers.  The 
longer  UV-A  rays  were  once  thought  to 
be  safe,  but  growing  evidence  shows 
they  "contribute  to  aging,  cancer,  and 
cataracts,"  notes  Jeanne  L.  Rippere,  an 
FDA  scientist.  While  full  screening  from 
UV-A  is  desirable,  that  protection  is  diffi- 


cult to  measure,  and  the  FDA  hasn't 
set  a  standard.  So  far,  the  only  proi  ^ 
to  win  FDA  approval  for  its  UV-A  cc  M'''' 
age  is  Photoplex,  from  Allergan  Ii 
Herbert  Labs  in  Santa  Ana,  Calif. 

Yet  this  summer's  sunbathers 
find  many  brands  claiming  "broad  s 
trum"  or  UV-A  protection.  In  April 
example,  cosmetics  house  Estee  Lai 
rolled  out  a  new  line  of  pricey  prod 
such  as  Sun-Out,  which  claims  to  pro 
users  from  "  'aging'  UV-A  rays."  sisj  oi 
That  makes  Herbert  Labs  Presi# 
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emember  when  tanned,  pigtailed 
'Little  Miss  Coppertone"  and 
her  puppy  were  the  emblem  of 
good  health'?  These  days,  the  Copper- 
tone  blend  pitched  at  the  wading-pool 
set  is  "Water  Babies"  sunscreen,  with 
a  sun-protection  factor  as  high  as  45. 

Concern  over  the  sun's  dangers  has 
inspired  some  dramatic  marketing  flip- 
flops.  But  it  has  also  sparked  new  re- 
search into  ways  to  fight  sun  damage. 
One  intriguing  pursuit  is  marshaling 
U;e  body's  natural  sun  defenses. 

Most  people  produce  a  dark  chemical 
called  melanin  that  tans  them  and  pro- 
tects them  when  they  soak  up  too 
much  sun.  Melanin  both  absorbs  and 
reflects  a  broad  spectrum  of  ultraviolet 
ij  rays.  High  melanin  levels  protect  dark- 
||  ::kinned  people  living  near  the  equator 
'  from  skin  cancer  as  well  as  aging. 
II       "Melanin   is  nature's  best  sun- 


screen," says  Laurence  Grill,  research 
vice-president  at  Biosource  Genetics 
Corp.  in  Vacaville,  Calif.  Indeed,  ani- 
mals, plants,  bacteria,  and  fungi  all 
make  forms  of  melanin.  Now,  Ad- 
vanced Polymer  Systems  Inc.  of  Red- 
wood City,  Calif.,  has  joined  with  Bio- 
source and  Rhone-Poulenc  Rorer  to 
test  a  melanin-based  sunblock.  APS 
traps  a  gene-spliced  form  of  melanin 
made  by  Biosource  in  polymer-mesh 
spheres  called  "microsponges." 
MELANIN  HELPER.  The  microsponges 
are  too  large  to  penetrate  the  skin, 
where  some  sunscreens  cause  aller- 
gies. And  in  clinical  trials,  they  appear 
to  protect  against  both  uv-B  and  uv-A 
rays,  with  an  .SPF  of  about  18.  The  com- 
panies must  shepherd  the  product, 
dubbed  "ProZone,"  through  the  Food 
&  Drug  Administration  approval  pro- 
cess, and  it  will  initially  be  available  by 
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prescription  only,  possibly  by  19' 
Gerald  P.  Murphy,  chief  medical  ol 
cer  of  the  American  Cancer  Society, 
optimistic  about  such  an  approai 
"There's  never  been  a  practical  souiifsi  iia; 
of  [melanin]  before.  We're  very  hi  fj-ki 
on  this,"  he  says. 

Meanwhile,  University  of  Arizona 
searcher  Mac  E.  Hadley  is  workilafo. ; 
with  the  Ortho  Div.  of  Johnson  &  Jol 
son  on  a  molecule  he  calls  'melai 
tan."  It  appears  to  stimulate  ce 
called  melanocytes  to  produce  m( 
melanin.  Hadley  says  the  moleci' 
could  give  its  user  an  even,  safe  ti 
while  guarding  against  sunburn. 

These  products  face  years  of  testir 
For  now,  though,  you  can  take  a  1q  iteniii! 
tech  approach:  Arizona-based  Frc 
skins,  a  mail-order  house,  sells  a  lol 
sleeve  shirt  it  claims  has  an  SPF  of  ! 
By  Joan  O'C.  Hamilton  in  San  FrancU  Ufa 
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lomas  Bender  furious.  "We  paid 
ues,"  he  fumes,  including  a  three- 
review  process  that  added  $1  mil- 

0  development  costs.  He  vows  to 
the  FDA  to  crack  down  on  his  less- 
taking  rivals.  "These  companies," 
^s,  "just  changed  their  marketing." 
eed,  most  companies  admit  they 
I't  added  new  ingredients.  They've 
^  added  the  claim  based  on  their 
r.easures  of  UV-A  protection.  Many 
ise  claims  could  be  "misleading  and 
sing,"  notes  William  E.  Gilbertson, 
or  of  the  fda's  division  of  over-the- 
er  drug  evaluation,  in  his  letter  to 
ing-Plough  Corp.  He  singles  out 
ing-Plough's  Shade  brand,  which 

"lead  consumers  to  believe  that 
are  obtaining  a  greater  degree  of 
protection  than  they  actually  are." 
ing-Plough  says  only  that  its  UV-a 
irement  system  is  reliable  and  that 

sent  the  agency  additional  infor- 
n.  The  company  says  it  isn't  con- 
lating  any  labeling  changes, 
vood  had  no  comment,  and  Mary 
louldn't  immediately  respond. 
-  the  concern  goes  even  deeper 
JV-A  claims.  Consumers  by  now  are 
ar  with  the  gradations  in  the  sun- 
;tion  factors  (SPFs)  on  most  sun- 
is.  They  range  from  2  to  50.  The 
as  said  in  the  past  that  an  SPF  of  15 

sufficient  protection  for  a  day  of 
ig,  and  most  dermatologists  agree. 

scientists  now  worry  that  people 
buy  very  high-SPF  products  that 
only  UV-B  rays,  and  then  stay  in 
m  far  too  long.  "You  lull  the  con- 
•  into  a  false  sense  of  security,  and 
>tay  out  all  day  long  and  fry  with 
/'  says  Sergio  Nacht,  research  and 
)pment  vice-president  at  Advanced 
ler  Systems  Inc.,  which  is  conduct- 
isearch  into  a  new  high-tech  sun- 

1  (box).  That  has  the  FDA  worried, 
dmits  Rippere. 

Y  RULES.  Even  the  FDA  admits  its 
ir-old  guidelines  on  sunscreens  are 
luate  today,  and  it's  working  on 
iues.  The  once-simple  suntan  lotion 
jss  has  become  a  $500  million  in- 
j.  And  as  the  sun  has  been  linked 
mature  aging,  lipsticks  and  mois- 
rs  have  picked  up  SPFs.  "Two 

ago,  sunscreen  was  a  marketing 
tage.  Now  it's  the  price  of  entry" 

wide  variety  of  cosmetics,  notes 

Barbara  (Calif.)  industry  consul- 
Suzanne  Grayson. 

as  the  case  against  the  sun's  dan- 
continues  to  build,  it's  likely  the 
concern  will,  too.  Just  because  the 
y  has  stopped  short  of  formally 
landing  companies  so  far,  Rippere 
pointedly,  "it  doesn't  mean  that  we 
."  Pretty  soon,  companies  that 
been  selling  protection  may  want 
;p  a  little  for  themselves. 
>aw  O'C.  Hamilton  in  San  Francisco 
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DON  KINGSBOROUGH'S  LATEST 
WORLD  OF  WONDER 


He  wants  to  sell  educational  games  by  putting  teachers  on  the  payroll 


onald  D.  Kingsborough  insists  he 
I  didn't  intend  to  start  another 
company.  The  former  chief  of 
Worlds  of  Wonder  Inc.  had  presided 
over  perhaps  the  steepest  rise  and  fall  of 
a  U.  S.  toy  maker,  wow,  with  such  hits 
as  Teddy  Ruxpin,  reached  $327  million  in 
revenues  its  second  year,  then  lost  $187 
million  in  a  single  quarter  and  plunged 
into  bankruptcy  before  its  third  birth- 
day. Kingsborough,  43,  quit  a  bit  later, 
in  April,  1988.  "I  didn't 
have  any  intention  of 
ever  working  again,"  he 
says. 

Yet  he's  back,  with  a 
year-old  company  that's 
nothing  if  not  controver- 
sial. With  more  than  $10 
million  in  venture  capital, 
Intelligy  Corp.  soon  will 
be  selling  pricey,  colorful 
games  designed  to  help 
parents  teach  children  to 
be  better  students.  And  it 
wants  to  use  teachers  as 
its  sales  force,  a  plan  rife 
with  potential  conflicts. 
Asserts  Deborah  A.  Ap- 
pleman,  an  educational 
studies  professor  at 
Carleton  College:  "It's  a 
violation  of  the  ethics  of 
teaching." 

GOOD  BET.  If  anybody  can 
sell  this  plan,  it's  Kings- 
borough. In  his  Pleasan- 
ton  (Calif.)  offices,  he  de- 
scribes his  latest  venture 
as  a  philanthropic  pursuit 
that  turned  into  a  capital- 
ist venture.  That  he'll  get 
Intelligy  going  seems  a 
good  bet.  He  has  enjoyed 
huge  successes,  first  as 
head  of  consumer  prod- 
ucts at  Atari  Corp.,  which 
in  five  years  built  annual 
sales  to  more  than  $500  million,  and  then 
at  wow. 

The  question  is:  Can  he  keep  out  of 
trouble?  There  was  wow,  and  before 
that,  he  quit  Atari  suddenly  after  the 
video-game  maker  dumped  millions  of 
game  cartridges  at  a  loss.  The  problem, 
say  former  colleagues,  is  that  Kingsbor- 
ough promises  more  than  he  can  deliver. 
"He  is  probably  one  of  the  best  salespeo- 
ple in  the  world,"  says  someone  who 
once  worked  closely  with   him.  "As 


an  operations  guy,  he  is  a  disaster." 

Kingsborough  vows  that  this  time  he 
will  stick  to  what  he  does  best  and  leave 
manufacturing  and  finance  to  others. 
Yet  he's  predicting  that  Intelligy  will 
reach  a  couple  of  hundred  thousand 
households  its  first  year.  In  five 
years,  he  says,  customers  could  number 
3  million. 

That  was  good  enough  for  Anthony  J. 
Miadich,   managing  partner  at  Orien 


Venture  Capital,  a  Westport  (Conn.) 
firm.  He  concedes  that  Kingsborough's 
checkered  past  "was  a  major  consider- 
ation" but  says  Kingsborough  has 
learned  from  his  mistakes.  Eventually, 
Intelligy  may  go  public. 

For  Intelligy,  Kingsborough  has 
formed  an  advisory  board,  including  edu- 
cation professors  from  the  University  of 
California  at  Berkeley  and  nearby  St. 
Mary's  College.  They  helped  to  design 
Wings — games  and  exercises  that  par- 
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tills  can  use  to  teach  children  such  skills 
as  reading  comprehension  and  problem 
solving.  On  Aug.  1,  Intelligy  is  set  to  roll 
out  its  $90  introductory  kit,  including  a 
videotape  on  the  program  and  a  ques- 
tionnaire. An  Intelligy  computer  will  an- 
alyze the  data  and  select  six  games  from 
among  600  choices  tailored  to  the  child's 
needs.  Every  two  months  through  age 
nine,  a  new  kit  could  be  bought  for  $60. 

Then  there's  the  sales  force.  Kings- 
borough  plans  to  enlist  teachers  to  sell 
Wings  on  commission.  They'll  be  barred 
from  selling  at  their  own  schools,  and 
they'll  be  advised  to  put  in  no  more  than 


18  hours  a  month,  mostly  on  school  holi- 
days. But  that  still  upsets  some  educa- 
tors. Even  Lawrence  F.  Lowery,  a 
Berkeley  professor  and  Intelligy  advi- 
ser, confesses  to  some  reservations. 
But  he  adds:  "We  thought  these  mea- 
sures would  preclude  any  conflicts  of 
interest." 

Kingsborough  vows  to  improve  U.  S. 
education — and  make  some  money  in  the 
process.  "It's  in  the  schools'  best  inter- 
est" to  let  teachers  sell  the  product,  he 
maintains.  And  in  investors'  interests, 
perhaps,  to  keep  close  tabs  on  him. 

B//  Richard  Brandt  in  Pleasanton,  Calif. 
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THIS  BANKRUPTCY  JUDGE 
CARRIES  A  BIG  STICK 


LTV's  victory  is  the  latest  of  Burton  Lifland's  controversial  rulings 


urton  R.  Lifland  is  at  it  again.  On 
May  24,  the  chief  bankruptcy 
judge  in  Manhattan  handed  debt- 
or LTV  Corp.  a  clean-sweep  victory 
against  its  largest  creditor,  the  Pension 
Benefit  Guaranty  Corp.  Lifland  quashed 
the  pension  insurer's  hopes  of  priority 
treatment  in  Chapter  11.  And  he  wiped 
out  nearly  $1  billion  of  its  $3.2  billion  in 
claims — leaving  companies  that  pay  pre- 
miums to  the  agency  to  fill  the  gap. 

Lifland  obviously  isn't  afraid  to  step 
on  important  toes.  In  his  decade  on  the 
bench,  Lifland  has  shaped  some  of  the 
largest  and  most  controversial  bankrupt- 
cies: Manville  Corp.,  LTV,  and  Eastern 
Air  Lines  Inc.  Along  the  way,  he  has 
sculpted  new  bankruptcy  law  and  gained 
a  reputation  as  a  judge  who  tilts  in  favor 
of  debtor  companies.  That,  plus  his  stat- 
ure as  the  most  powerful  jurist  on  the 
nation's  top  bankruptcy  court,  has  won 
Lifland  plenty  of  critics. 
LOTS  OF  LUCK?  Lifland  isn't  talking.  But 
he  seems  to  have  risen  by  virtue  of  met- 
tle and  luck.  Of  the  seven  bankruptcy 
judges  in  New  York's  southern  district, 
Lifland  "seems  to  have  a  disproportion- 
ate number  of  important  decisions  and  a 
disproportionate  number  of  big  cases," 
notes  Mark  Roe,  a  bankruptcy  professor 
at  Columbia  University's  law  school.  The 
court's  clerk,  Cecelia  M.  Lewis,  says  that 
j  Lifland 's  cases  are  assigned  randomly. 
I  A  60- year- old  native  New  Yorker,  Lif- 
land earned  a  law  degree  from  Eordham 
University  in  1954.  As  a  bankruptcy  law- 
yer, Lifland  zigzagged  among  small 
arms  until  landing  at  Finley,  Kumble, 
Wagner,  Heine,  Underberg,  Manley, 
Iviyerson  &  Casey — itself  destined  to 
'•.«cci-!e  a  spectacular  bankrupt.  In 


LIFLAND:  SOME  SAY  HE  IS  TOO  PRO-DEBTOR 


1980,  he  was  appointed  to  the  bench. 

Because  Lifland  shuns  interviews,  his 
path  to  power  is  the  stuff  of  speculation. 
Some  members  of  the  cliquish  Manhat- 
tan bankruptcy  bar  attribute  his  appoint- 
ment to  Finley's  political  ties.  On  the 
bench,  though,  Lifland  clearly  under- 
went a  quick  transformation.  "He  has 
come  into  his  own  as  a  bankruptcy 
judge,"  says  Michael  J.  Crames,  a  law- 
yer for  LTV,  Manville,  and  other  debtors 
that  have  come  before  Lifland. 

Lifland's  early  cases,  involving  Penn- 
Dixie  Industries  Inc.  and  0PM  Leasing 
Services  Inc.,  got  him  some  notice.  But 
he  built  his  name  with  Manville,  the 


lU 
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Denver  company  that  in  1982  fled  ii 
Chapter  11  to  avoid  asbestos-related 
abilities.  The  judge  named  New  Y( 
lawyer  Leon  Silverman  to  represent 
ture  claimants — asbestos  victims  w' 
because  of  the  lag  between  exposi 
and  illness,  don't  know  they've  been 
jured.  Other  courts  followed  Liflan 
lead,  says  Matthew  Gluck,  a  lawyer  w  i 
works  with  Silverman. 

Silverman  and  Lifland  are  credil  ecome 
with  crafting  the  innovative  Manv:  s 
trust  that  assumed  all  liability  for  asb 
tos-related  damage  suits,  allowing 
company  to  reorganize.  Now,  thouj  iite! 
the  trust  lacks  cash  to  pay  claiman  (aeefully 
and  critics  are  second-guessing  the  pli 
LITTLE  PATIENCE.  Much  more  controv 
sial  is  Lifland's  handling  of  the  Eastdl.^ 
bankruptcy.  The  airline  filed  for  Chapl 
11  on  Mar.  9,  1989,  and  has  languish  allas/Foi 
there  ever  since.  Despite  early  and  c(  west  of 
tinuous  pleas  from  unions,  Lifland  oi 
this  April  named  a  trustee  to  wrest  C( 
trol  from  Frank  Lorenzo,  chairman 
Eastern's  parent,  Texas  Air  Corp. 

Some  observers  blame  Lifland  for  I 
ing  overly  pro-consumer  in  the  bankru]  tstoTe 
cy's  early  days.  "He  wanted  to  get  t  s-New 
damn  thing  flying,"  says  an  analyst  w 
followed  the  proceedings.  "He  didi  A 
have  a  lot  of  patience  with  the  unions  is  cte 
Jack  Bavis,  former  chairman  of  Ea  best  c 
ern's  pilot  union,  complains  that  Lifla:  tf  for  s 
issued  overreaching  rulings  on  picketii  it  .taoi 
and  back-pay  issues.  But  Bavis  doesu 
consider  Lifland  anti-union.  "He  dress  litau  ^ 
down  everybody  in  that  court  of  hisflCOMPE' 
says  Bavis. 

Now,  the  Eastern  bankruptcy  is  coil 
plicated  by  Lifland's  ruling  in  the  L'  er 
case.  It  must  be  affirmed  by  the  fedei  t 
judge  overseeing  the  case,  but  it  follo\ 
weeks  of  negotiations  between  the  PBi  r  Love's 
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and  Texas  Air  over  a  settlement  of  Eai 
ern's  unfunded  pensions.  Since  the  L' 
decision  will  force  the  PBGC  to  swallflnen 
the  same  deal  as  other  unsecured  credfepm 
tors — and  so  get  less  from  Eastern- 
could  be  trouble  for  Texas  Air  and  Ea; 
ern's  sibling.  Continental  Airlines.  "Tl 
less  we  get  from  Eastern,  the  more  v 
seek  [from]  Texas  Air  and  Continental 
says  Diane  E.  Burkley,  the  PBGC's  chi 
negotiator. 

The  PBGC  has  vowed  to  appeal  the  L' 
ruling.  But  that's  not  all  the  pension  i 
surer  has  to  worry  about.  The  U.  S.  S 
preme  Court  has  heard  arguments  ov^ 
LTV's  refusal  to  restore  old  pensi( 
plans  at  the  PBGC's  request  and  is  set 
rule  soon.  Meanwhile,  if  Lifland's  late 
ruling  is  upheld,  the  PBGC's  deficit  cou 
double — a  mighty  big  bill  from  a  littl 
known  bankruptcy  judge. 

By  Michele  Galen  in  New  York,  with  S 
san  B.  Garland  in  Washington  aiid  Got 
DeGeorge  in  Miami 


i-  Li' r;v-^lF3S  WEEK/JUNE  11,  1990 


^VELI 


LLAS'  lOVE  FIELD 

ULD  BECOME  A  BATTLEGROUND 


y  Southwest  and  American  may  be  heading  for  a  showdown 


known  as  Love  Field.  But  the  73- 
ir-old  Dallas  airport  threatens  to 
!ome  the  scene  of  an  old-fashioned 
shoot-out  between  upstart  South- 
Lirlines  Co.  and  American  Airlines 
le  nation's  largest  carrier. 
;hwest  and  American  have  coexist- 
cefully  in  Dallas  for  years.  South- 
a  midsize,  low-cost  operation,  has 
;he  major  tenant  of  Dallas  Love 
Municipal  Airport  since  1974. 
;an  has  dominated  the  much  larg- 
las/Fort  Worth  International  Air- 
est  of  town.  Thanks  to  an  arcane 
»f  federal  legislation  known  as  the 
t  Amendment,  the  two  feisty  carri- 
,ve  acted  like  neighbors  chatting 
f  across  the  backyard  fence. 
1  recently.  By  limiting  Love  Field 

to  Texas  and  its  four  contiguous 
—New  Mexico,  Arkansas,  Louisi- 
md  Oklahoma — the  amendment 
i  a  lucrative  niche  for  Southwest, 
s  close  to  downtown  Dallas,  and 
vest  caters  to  business  travelers 
J  for  shuttle  service  to  such  spots 
1  Antonio  or  Oklahoma  City.  Since 

trips  must  be  made  from  D/FW, 
zm  doesn't  mind. 
;OMPETiTiVE.'  But  times  have 
id.  The  Wright  Amendment  was 

onto  other  legislation  in  1979  by 
'  Representative  Jim  Wright  to 
t  a  fledgling  D/FW  from  competi- 
Vith  D/FW  now  strong  enough  to 

Love's  challenge,  both  Represen- 
Dan  Glickman  (D-Kan.)  and  Sena- 
ancy  Kassebaum  (R-Kan.)  last 
3r  introduced  bills  to  repeal  the 
ment.  Claiming  that  it  jacks  up 


D/FW 

1990 
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ticket  prices  between  Dallas  and  Kansas 
by  shutting  out  low-fare  Southwest, 
Glickman  calls  it  "the  most  anticompeti- 
tive thing  in  the  world." 

Though  few  expect  a  change  in  the 
Wright  Amendment  this  year,  Love's 
governing  body,  the 
Dallas  City  Council,  fa- 
vors replacing  it  with  a 
650-mile-perimeter  limit 
that  would  let  South- 
west fly  unrestricted 
as  far  east  as  Nash- 
ville and  as  far  north 
as  Omaha.  For  South- 
west Chairman  Her- 
bert D.  Kelleher,  how- 
ever, any  change 
creates  a  quandary. 
While  Southwest  has 
burgeoning  service  in 
California,  Phoenix, 
and  other  areas  of  the 
country.  Love  traffic  is 
more  profitable,  says 
Merrill  Lynch  analyst 
Timothy  P.  Pettee.  Opening  Love  Field 
would  let  Southwest  lure  some  of  the 
business  passengers  now  forced  to  use 
D/FW.  But  it  would  also  invite  a  head-on 
battle  with  American. 

So  after  months  of  respectful  silence, 
Kelleher  last  month  suggested  this  com- 
promise: Keep  the  four-state  limit  but  let 
Southwest  send  connecting  flights  and 
baggage  through  airports  in  those 
states.  Robert  L.  Crandall,  chairman  of 
American  parent  AMR  Corp.,  didn't  buy 
it.  He  immediately  request- 
ed access  to  11  gates  at 


ADVANTAGE, 
DALLAS-FORT  WORTH 


lOVE  FIELD 

1990 


PASSIMGER  BOARDINGS 

29.2  million     3.1  million 


AIRLINE  AIRCRAFT  DEPARTURES* 


OPERATING  REVENUE 


$184.6  million  $15  million 

*Average  day,  peak  month 
**Year  ended  Sept.  30,  1989 
DATA;  KPMG  PEAT  MARWICK.  D/fW,  LOVE  FIELD 


Love  Field  that  are  now  available  but 
badly  dilapidated.  He  also  said  he  would 
schedule  more  than  200  American  flights 
out  of  Love  and  hinted  he  may  yank 
D/FW  expansion  plans. 

That  last  bit  is  probably  part  bluster. 
The  threat  of  a  big  American  buildup 
promises  to  fan  the  fears  of  citizens  al- 
ready concerned  about  noise  and  conges- 
tion at  Love.  But  American  has  plenty  to 
lose  if  Southwest  is  allowed  to  expand 
its  Love  service.  A  good  number  of 
American's  most  lucrative  Dallas  cus- 
tomers live  just  north  of  Love  in  afflu- 
ent North  Dallas  and  work  downtown, 
just  south  of  the  airport.  Says  Donald  J. 

Carty,  American  vice- 
president  for  finance 
and  planning:  "We're 
ready  to  sign  a  lease  at 
Love  Field  tomorrow. 
But  if  Southwest 
wants  to  be  competi- 
tive, let  them  come  out 
to  D/FW,  and  we'll  beat 
them  out  there."  Delta 
Air  Lines  Inc.,  another 
big  D/FW  carrier,  has 
also  said  it  would  ask 
for  gates  if  Love 
Field's  status  changes. 

Southwest  may  have 
no  choice  but  to  com- 
pete. True,  its  earnings 
have  grown  8'/'^  annual- 
ly since  1984,  to  $71.6 
million.  Revenues  have  jumped  13.67'  a 
year,  to  just  over  $1  billion.  But  to  keep 
up  the  pace.  Southwest  has  to  expand  its 
service.  Although  Ron  Ricks,  South- 
west's  vice-president  for  governmental 
affairs,  insists  the  carrier  can  grow  in 
other  cities,  airport  space  is  limited  else- 
where and  Love  Field  is  a  natural  hub. 
If  Southwest  is  really  ready  to  enter  the 
big  leagues,  it  figures  to  do  better  with 
a  home-field  advantage. 

By  Jim  Bartimo  in  Dallas,  with  Sefh 
Payne  in  Washington 
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Before  we  built 
airports  for  pianes. 


ll  -  ihc  sam«'  story  whcrcvrr  you  go.  Airports  are  built 
for  [)!an('s. 

i')U(  siiK  T  SAS  is  mraiit  lor  [x'oplc,  it  lollowcd  we 
\r<iA  tin  build  an  airport  lor  people:  (Copenhagen 

Ajrp',.!-!. 

It      b  iendly,  <'fll<  ient  kind  oT  airport,  built  on  a 
disarin'ifigly  human  scale,  there's  no  pushing  and 


shoving,  no  ehasing  down  endless  corridors. 

Copenhagen  is  where  you'll  touch  down  on  you| 
way  to  the  rest  ot  Europe.  Your  connecting  flight  w  n 
be  far  away,  thanks  to  a  very  bright  computer.  Olto 
only  a  tew  steps,  and  youVe  oH  again. 

But  when  youVe  got  a  minute  or  two  to  spare,  v( 
love  Copenhagen  Airport. 


SAS.  CHIt.,\'.,n    ISO  N  MICHIGAN  AVE,  SUITE  2110   LOS  ANGELES   222  N  SEPULVEDA  BLVD.  SUITE  1900,  EL  SEGUNDO  NEW  YORK   1270  AVE,  OF  THE  AMERICAS.  SUITED! 


Now  we  build 
airports  for  people. 


re  you  can  take  a  shower  or  even  a  sauna,  and 
catch  forty  winks  in  a  relaxing  setting. 
Te  you'll  find  SAS's  largest  and  best  equipped 
Class  Lounge,  sporting  every  conceivable  facility. 
Te  you'll  find  40  stores  waiting  to  satisfy  even  the 
demanding  shopper.  As  well  as  any  number  of 
and  restaurants  for  gourmets  and  others. 


Our  next  job  is  turning  Stockholm  and  Oslo  into 
people  airports,  too. 

You  shouldn't  have  to  be  a  plane  to  appreciate  an 
airport. 

MiSM 

We'll  be  there 


1301  5TH  AVE.  SUITE  2727,  CALL  TOLL-FREE  1-800-221-2350, 


SCANDINAVIAN  AIRLINES  SYSTEM 


PRISONS! 


AS  PRISONS  GO  PRIVATE, 
THE  NEIGHBORS  GO  TO  COURT 


Will  prisons-for-profit  bring  towns  prosperity — or  just  criminals? 


After  former  Dallas  Cowboys  de- 
fensive end  Bryan  C.  Caldwell 
married  his  college  sweetheart  in 
1987,  they  set  up  housekeeping  at  her 
Double  Arrow  Ranch  in  Estancia,  N.  M. 
"We  wanted  to  raise  our  children  in  a 
clean  environment  with  lots  of  space," 
says  Terri  G.  Caldwell,  whose 
family  homesteaded  the  land, 
75  miles  southeast  of  Albuquer- 
que, back  in  1906. 

The  surroundings  don't  seem 
so  idyllic  now.  The  Caldwells 
are  reinforcing  fences  and  buy- 
ing two  German  shepherds. 
Bryan  plans  to  carry  a  gun 
when  he's  riding  the  range.  "I 
feel  like  I'm  right  down  on  the 
border,  where  I  have  to  patrol 
the  fences,"  he  says. 
UNZONED  LAND.  The  Caldwells 
and  other  Torrance  County  res- 
idents are  uneasy  because  they 
have  an  unwelcome  new  neigh- 
bor: a  256-bed  prison  that  Cor- 
rections Corp.  of  America  is 
building  just  two  miles  from 
the  Double  Arrow.  "If  it  were  a 
government  facility  under  con- 
trol of  the  government,  I 
wouldn't  fight  this  battle,"  says 
Sonja  L.  Britton,  who  runs  a 
local  beauty  parlor.  She  and 
other  antiprison  activists  are  in- 
censed that  CCA  is  building  the 
Estancia  prison  on  spec — and 
that  state  and  federal  authorities 
have  little  say  in  its  operations. 

The  jail  site  was  on  unzoned  land,  so 
CCA  didn't  need  county  approval.  And 
what  regulations  there  are  consist  main- 
ly of  building  codes.  "It's  privatization 
run  amok,"  says  Ira  P.  Robljins,  profes- 
sor at  the  American  University  Law 
School  in  Washington  and  an  expert  on 
prison  privatization. 

Much  of  New  Mexico's  vast  desert  is 
un.-",oned,  so  prison  entrepreneurs  consid- 
er the  state  a  prime  location.  Three  oth- 
er correctional  companies  have  been 
scouting  rural  sites  there.  Unless  the 
New  Mexico  legislature  acts,  fights  like 
the  one  in  Torrance  County  could  break 
out  all  over  the  state. 

CCA  expects  to  operate  Estancia  as  a 
holding  tank  for  U.  S.  Marshals  Service 
prisoners  awaiting  trial  in  New  Mexico. 
Hut  CCA  has  yet  to  negotiate  with  the 


service,  and  Alfonso  Soils,  U.  S.  Marshal 
for  New  Mexico,  says  he  needs  only  100 
beds.  Opponents  fear  CCA  will  fill  the 
remainder  with  drug  dealers  and  other 
criminals  from  all  over  the  country,  re- 
leasing them  in  New  Mexico  when  their 
terms  are  up. 


could 


The  prison  "would  not  bring  in  in- 
mates unless  residents  want  them 
there,"  insists  CCA  President  and  Chief 
Executive  Doctor  R.  Grants.  But  in  fact, 
nothing  in  New  Mexico  law  prevents  him 
from  doing  just  that.  In  January,  CCA 
accepted  Oregon  prisoners  at  a  jail  it 
operates  for  Santa  Fe  County,  some  70 
miles  from  Estancia.  It  sent  them  away 
only  after  objections  from  the  county. 

Grants  calls  the  antiprison  faction 
"rich  elitists  who  want  to  prevent  this 


Much  of  New  Mexico's  vast 
desert  is  unzoned,  so  prison 
entrepreneurs  consider  the 
State  a  prime  location 


jobs  program  from  winding  up  in  Est  ; 
cia."  Grants  estimates  that  80%  of  ; 
tancia's  750  or  so  residents  want  t 
prison.  The  reason:  economic  deve  ■ 
ment.  The  facility  will  employ  80,  v: 
an  annual  payroll  of  $1  million.  "1 
ranee  County  is  depressed,  with  high 
employment  and  unskilled  labor," 
gues  Estancia  Mayor  Jerry  R.  Ghave 
meat  cutter  at  the  Sturgis  mark 
known  around  town  as  Bozo's.  The  p 
on,  he  says,  "will  bring  jobs." 

Chavez  expects  local  merchants 
benefit,  too,  but  artist  Kimetha  K.  Z 
isn't  swayed.  "Is  the  warden  going  to 
into  Bozo's  and  say,  'Quick,  I  need  5, 
loaves  of  bread?'  "  she  scoffs. 

Instead,  Zajis  insists, 
prison  could  end  up  costing 
cal  residents.  The  county 
only  seven  full-time  law 
forcement   officers  and 
squad  cars.  It  depends  on 
unteer  fire  departments.  In 
dition,  she  says,  poor  fami' 
of  prisoners  could  move  n 
swelling  welfare  roles. 

Not  all  the  fears  are  econT! 
ic.  Another  issue  is  whether  ' 
even  illegal  to  escape  fi'oii 
private  prison  in  New  Mexc 
"If  they  break  out,  who's  ■, 
sponsible?"  asks  Randal  I. 
nold,  who  operates  a  radi; 
shop  in  Torrance  County. 

Opponents  hope  to  stop  '.i; 
construction  in  July  when  le 
state  holds  a  hearing  on  a  s- 
age-discharge  permit.  Thr\ 
the  prison  could  deplete  the  a- 
ter  supply  and  pollute  groid- 
water.  If  that  doesn't  wdc 
they'll  ask  for  an  injuncw 
'  barging  CCA  with  violating  n- 
\  ironmental  laws.  In  My, 
claim  antiprison  activists  a 
bulldozer  at  the  site  plunged  into  u 
aquifer.  CCA  denies  the  story. 
APPRAISALS.  Neither  tactic  is  likely  tdc 
more  than  delay  construction  a  iw 
weeks  beyond  the  November  comple 
date — but  that's  what  opponents  w;it 
State  Representative  Gary  K.  Kig 
promises  to  introduce  legislation  in  J:ti 
ary  setting  standards  for  all  New  M; 
CO  prisons  and  requiring  out-of-s  t> 
prisoners  to  be  sent  home  for  relene 
Also,  Senator  Pete  V.  Domenici  R 
N.  M.)  is  sponsoring  a  bill  in  Washingjr 
requiring  private  companies  to  assSt 
need  before  building  federal  prisons,' 
In  the  long  run,  such  measures  an' 
likely  to  stop  the  Estancia  prison  fii: 
opening.  Still,  legislative  action  is  clti- 
cal,  says  Bryan  Caldwell,  if  New  Me:cc 
wants  to  keep  from  becoming  "Anri- 
ca's  penal  colony." 

By  Sandra  D.  Atchison  in  Estada 
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EDITED  BY  HARRIS  COLLINGWOOD 


WHERE  THERE'S  SMOKE, 
THERE'S  A  CRACKDOWH 


►  Nearly  every  day,  it  seems, 
the  tobacco  industry  receives 
another  blow  from  a  federal 
or  state  agency  as  the  pace  of 
restrictive  antismoking  mea- 
sures picks  up. 

The  Occupational  Safety  & 
Health  Administration,  for  in- 
stance, is  considering  devising 
a  rule  that  would  regulate  to- 
bacco smoke  as  an  indoor  air 
pollutant.  OSHA  is  collecting 
scientific  data  on  passive 
smoke  that  it  could  use  to 
support  a  possible  standard  to 
restrict  workplace  smoking. 
One  brick  in  OSHA's  wall  of 
evidence:  A  draft  study  by  the 
Environmental  Protection 
Agency  that  concludes  that 
passive  smoke  causes  3,800 
lung  cancer  deaths  a  year. 
Meanwhile,  Health  &  Human 
Services  Secretary  Dr.  Louis 
Sullivan  is  pushing  the  states 
to  outlaw  cigarette  vending 
machines  and  to  license  sales 
of  cigarettes  the  same  way 
they  do  alcohol. 

At  the  state  level,  Michael 
Dukakis,  the  Democratic  gov- 
ernor of  Massachusetts,  plans 
to  create  a  state  policy  bar- 
ring investment  of  public  pen- 
sion money  in  tobacco  compa- 
nies. The  move  follows  the 
disclosure  by  Harvard  Univer- 
sity and  the  City  University 
of  New  York  that  they  were 
selling  their  stakes  in  ciga- 
rette manufacturers. 


ADOBE  IS  NO 
APPLE-POLISHER 


►  After  Adobe  Systems  stock 
tumbled  30%,  to  35V4,  on  May 
25,  Adobe  and  Apple  Comput- 
er took  turns  blaming  each 
other  for  the  downturn.  Ado- 
be, which  makes  typographic 
software  for  Apple  printers, 
had  warned  that  revenues 
would  be  $32  million  to  $35 
million  for  the  second  quarter 
ending  on  May  31.  Wall 
Street,  which  was  expecting 
something  in  the  neighbor- 
hood of  $40  million,  responded 
with  a  rush  of  sell  orders. 


Adobe  said  that  a  slide  in 
Apple  printer  sales  would  re- 
sult in  a  thinner  stream  of 
royalty  payments  from  the 
computer  maker.  The  soft- 
ware company  is  also  suffer- 
ing because  customers  of  IBM 
and  NEC  are  waiting  for  new 
lines  of  printers.  The  next 
day,  Apple  responded  that 
Adobe's  numbers  were  incor- 
rect because  of  a  series  of  Ap- 
ple accounting  changes.  Ado- 
be now  says  it  had  indeed 
underestimated  the  royalty 
stream.  The  upshot:  Adobe, 
which  had  revenues  of  $37 
million  in  the  first  quarter,  re- 
vised its  second-quarter  esti- 
mate up  to  $33  million  to  $36 
million. 


CADBURY  BOHLES 
A  DEAL  WITH  PERRIER 


►  Cadbury  Schweppes  and 
Source  Perrier  each  liked 
what  the  other  had  to  offer, 
and  on  May  29,  they  an- 
nounced that  they  had  come 
to  terms.  If  French  regulators 
approve,  Cadbury  will  buy 
most  of  Perrier's  noncola  soft- 
drinks  business  for  about 
$211  million.  Cadbury  steered 
clear  of  Perrier's  Pepsi  bot- 
tling operation,  which  is  the 
subject  of  a  long-running 
court  dispute  between  Pepsi 
and  the  French  company. 

Perrier,  which  had  put  its 
soft  drinks  on  the  block  long 
before  its  namesake  water 
brand  was  recalled  because  of 
benzene  contamination,  is  ze- 


BOY  MILLIONAIRES  WILL  BE  BOY  MILLIONAII 


William  Gates,  34,  and  Paul  Al- 
len, 37,  the  co-founders  of  Mi- 
crosoft, have  been  buddies 
since  junior  high.  Their  hold- 
ings in  the  software  power- 
house made  both  men  centimil- 
lionaires.  But  it  seems  that 
mere  riches  can't  erase  the 
spirit  of  boyish  competition  be- 
tween them.  In  January,  when 
car  buff  Allen,  now  head  of  his 
own  company,  Asymetrix, 
bought  a  limited-edition  Porsche  959  race  car,  now  valuj 
$600,000  or  more.  Gates  just  had  to  have  one  of  his  owij 
But  the  U.  S.  Transportation  Dept.  has  spoiled  the  fiJ 
impounding  the  cars  for  nearly  five  months.  The  agency  \ 
to  see  crash-test  results.  Porsche  isn't  eager  to  plow  one  | 
big-ticket  babies  into  a  wall,  especially  since  it  has  no  plai 
sell  the  959  in  the  U.  S.  Hot  to  get  their  200-mph  toys  oi 
road.  Gates  and  Allen  are  plodding  through  the  red  tap^ 
are  considering  computer  simulation  to  prove  the  auto's 


at! 


roing  in  on  bottled  waters  and 
a  few  food  brands.  For  its 
part,  Cadbury  gets  the  toe- 
hold in  the  French  market  it 
was  seeking  and  also  picks  up 
new  brands  to  export. 


POSNER  FINALLY  CUTS 
HIS  FISCHBACH  LOSSES 


►  Victor  Posner  is  on  the 
verge  of  exiting  Fischbach — 
but  not  without  some  pain. 
American  International 
Group,  which  bonds  projects 
for  the  New  York-based  elec- 
trical contractor,  on  May  30 
said  it  would  pay  $11  a  share 
for  Posner's  54%  stake.  AIG 
also  said  it's  making  the  same 


offer  to  all  Fischbach  s| 
holders  in  a  proposed  mej 
That  modifies  a  Decei 
deal  in  which  AIG  had  a 
month  option  to  buy  Pos 
stake  for  $12  a  share. 

The  deal  should  be 
news  for  Fischbach.  AIG  i 
pected  to  infuse  needed 
capital  and  announced 
Peter  Kiewit  Sons,  a 
general  contractor,  will 
vide  management  consul 
Fischbach  has  lost  more 
$108  million  since  1985. 


LEAVING  ON  A  HIGH 
NOTE  AT  DEERE 


►  Two  homegrown  execut 
are  taking  over  the  top  s 
at  Deere.  Robert  Hanj 
chairman  since  1982,  is  se 
retire  on  June  1  and  pasS 
the  title  to  CEO  Hans 
cherer.  Also  moving  upj 
president  and  chief  operal 
officer,  is  David  Stowe,  a 
year  Deere  veteran  who 
run  the  global  agriculti 
and  industrial  busines 
since  1987. 

Becherer  and  Stowe 
taking  charge  as  the  comp: 
is  reaping  the  fruits  of 
mid-1980s  restructuring.  ^ 
equipment  sales  grow 
smartly,  Deere  is  headedi 
its  most  profitable  year  i, 
decade  (page  18). 
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EDITED  BY  STEPHEN  WILDSTRC 


THE  FEDS'  NEW  S&L  COP: 

IS  HIS  TOUGH  TALK  JUST  A  SMOKESCREEN? 


Tim  Ryan  is  a  certifiable  tough  guy  with  the  zeal  of  a 
prosecutor.  And  he  has  a  plan  to  help  get  the  Bush 
Administration  out  of  the  great  dismal  swamp  of  the 
savings  and  loan  bailout.  Democrats  are  increasingly  zinging 
the  President  for  mismanaging  the  S&L  cleanup.  So  T.  Timothy 
Ryan  Jr.,  the  new  director  of  the  Office  of  Thrift  Supervision, 
hopes  to  take  the  public's  mind  off  the  soaring  cost  of  the 
fiasco  with  a  well-publicized  war  against  shady  S&L  operators. 

Ryan  was  nominated  in  March  for  a  position  no  one  else 
wanted.  His  admission  that  he  tried  cocaine  in  the  1970s  and 
the  stunning  ignorance  of  the  industry  he  showed  at  his  Sen- 
ate hearing  could  have  quickly  dispatched  him  back  to  a  law 
practice.  But  because  a  federal  judge  had 
ruled  that  the  two  previous  heads  of  OTS 
had  been  unconstitutionally  appointed,  an 
anxious  Senate  confirmed  him  quickly  for 
fear  that  delay  could  cause  the  whole 
cleanup  to  collapse. 

'KEY  PLAYER.'  But  Ryan  hasn't  let  his 
shaky  start  slow  him  down.  He  has  com- 
piled a  hit  list  of  20  top-priority  cases  for 
criminal  prosecution.  And  he  plans  to  seek 
huge  fines  in  civil  suits  against  the  opera- 
tors of  troubled  thrifts.  "The  people  who 
bilked  the  U.  S.  are  not  going  to  walk 


OTS  HEAD  RYAN:  HE  HAS  A  HIT  LIST 


away — or  fly  away  in  their  private  jets,"  Ryan  vows. 

Sounds  swell.  But  pursuing  criminal  cases  isn't  Ryan's  job. 
All  he  can  do  is  refer  cases  to  the  Justice  Dept.  for  prosecu- 
tion. And  U.  S.  Attorneys,  drowning  in  drug  cases,  may  not 
share  Ryan's  priorities.  "Justice  is  the  key  player,"  says  one 
Senate  staffer.  "Unless  Justice  is  there,  nothing  will  get 
done."  According  to  a  House  Government  Operations  subcom- 
mittee, about  a  third  of  the  more  than  4,000  major  bank  fraud 
and  embezzlement  cases  are  inactive.  "There  is  deep  frustra- 
tion at  the  banking  agencies  about  how  Justice  is  handling 
their  referrals,"  grumbles  Ryan. 

OTS  can  at  least  handle  the  civil  cases  itself.  Ryan  plans  to 
use  his  authority  to  stop  thrifts  from  engaging  in  risky  prac- 


tices and  to  bar  wrongdoers  from  the  industry.  "We  need 
identify  and  brand  them,"  he  declares. 

As  his  first  key  appointment,  Ryan  has  hired  Washingi 
trial  lawyer  Harris  Weinstein  as  OTS's  chief  counsel.  Weinst 
is  putting  together  an  early-warning  system,  watching  : 
developments  such  as  downgrading  of  thnfts  by  examiners 
the  resignation  of  auditors  that  might  indicate  a  need  for  sw 
regulatory  action 

But  Ryan's  most  controversial  effort  on  the  civil  front  coi 
be  his  attempt  to  wring  large  fines  out  of  thrift  operato 
accountants,  attorneys,  or  anyone  else  with  deep  pockets.  T 
1989  thrift  bailout  law  permits  the  government  to  bring  ci 
suits  for  violations  that  formerly  had  to 
prosecuted  under  tougher  criminal  rule; 
DICK  TRACY  ACT.  The  trouble  is  that  Ry 
may  find  that  his  two  lines  of  attack  int 
fere  with  each  other.  The  Supreme  Coi 
last  year  limited  the  government's  abil 
to  seek  both  outsized  civil  damages  a 
criminal  penalties  against  an  individual 
the  grounds  that  such  action  constitui 
double  jeopardy.  "We're  looking  into  t 
problem,"  says  an  OTS  official.  "I  thi 
there  are  ways  to  combine  [criminal  a 
civil]  activities 


Ryan's  Dick  Tracy  act  shouldn't  be  dismissed  out  of  banc 
because  he  has  experience  as  a  crimebuster.  As  the  Lai 
Dept.'s  top  lawyer  in  the  Reagan  Administration,  he  wor 
settlement  in  the  government's  decade-long  assault  on  t 
Teamsters  Central  States  pension  fund.  Then,  as  now,  Ry 
was  responding  to  congressional  criticism  of  Administrati 
inaction  in  the  face  of  scandal.  But  the  s&L  mess  is  a  vas 
more  diffuse  and  complicated  problem.  And  it's  far  from  ck 
that  Ryan  can  turn  his  ambitious  prosecutorial  plans  into  t 
convictions  and  big  fines  that  he's  seeking.  That  could  lea 
the  s&L  debacle  just  where  George  Bush  doesn't  want 
sitting  on  his  doorstep  as  the  elections  near. 

By  Catherine  Yang,  with  Tim  Smart  and  bureau  repo 


CAPITAL  WRAPUP I 


THE  SENATE 


The  ethics  problems  of  Senator  Da- 
vid Durenberger  (R-Minn.)  present 
Republicans  with  unpleasant  choices. 
The  Senate  Ethics  Committee  is  turn- 
ing up  the  heat  on  Durenberger.  On 
June  12,  the  panel  plans  to  begin  public 
he  arings  into  allegations  that  he  back- 
dated documents  and  schemed  to  evade 
limits  on  outside  income.  Such  hearings 
are  generally  a  sign  that  the  committee 
considers  the  charges  serious  and  the 
cha;  '  t  s  of  disciplinary  action  high.  Du- 
reiiin  .{•«•,  who  denies  any  wrongdo- 
ing, i  negotiating  with  committee 
membei-  to  avoid  the  embarrassment 
of  hearings. 


Although  Durenberger  aides  say  the 
senator  doesn't  intend  to  resign, 
chances  are  growing  that  he  may  end 
his  troubles  by  stepping  down.  And 
some  Republicans  hope  that  if  he's 
planning  to  leave,  he  will  do  it  soon.  If 
the  seat  is  vacated  before  July  31,  the 
replacement  named  by  Democratic 
Governor  Rudy  Perpich  will  serve  only 
until  this  fall's  election.  But  if  the  seat 
doesn't  become  open  until  August,  the 
appointment  will  last  through  1991. 
That  leaves  some  Republicans  quietly 
cheering  for  a  quick  exit.  They  think 
they  have  a  much  better  chance  going 
after  the  seat  this  fall  than  they  would 
running  against  an  entrenched  incum- 
bent eighteen  months  from  now. 


ABORTION 


Representative  Robert  Smith  (I 
N.  H.)  has  been  a  staunch  pro-Iif( 
in  his  campaign  for  the  Senate  sej 
being  vacated  by  Republican  Gordo 
Humphrey.  But  accepting  a  $1,0C 
campaign  contribution  from  th 
Hoechst  Celanese  Corp.  political  actio 
committee  has  Smith  in  trouble  wit 
both  sides  of  the  abortion  debat 
Hoechst's  French  affiliate  makes  th 
abortion  drug  RU-486.  GOP  rival  Thon 
as  Christo  says  that  by  taking  the  moi 
ey.  Smith  shows  that  he's  less  tha 
true-blue.  Democrats  say  it  provt 
Smith  will  take  money  from  anyon< 
Smith  remains  the  early  front-runner 
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national  Business 


ITALY  I 


CAN  ITALY 
CATCH  UP? 


Its  economy  has  slowed,  and  it  may  not  be  ready  for  Europe  1992 


Since  World  War  II,  Italy  has  often 
been  the  laughingstock  of  Europe. 
Its  chronic  inefficiency,  creaky  in- 
frastructure, and  inept  public  sector 
made  it  a  joke  as  a  business  environ- 
ment. Ironically,  that  very  chaos  seemed 
to  nurture  entrepreneurial  energy  dur- 
ing the  1980s,  when  the  Italian  Miracle 
produced  growth  rates  that  zoomed 
ahead  of  much  of  the  Continent. 


ITALY'S  GROWTH  IS 
TAILING  OFF... 
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But  now,  with  Europe  on  the  brink  of 
a  new  economic  era,  Italy's  problems 
may  catch  up  with  it.  Its  labor  is  less 
productive,  its  services  are  more  expen- 
sive, and  its  markets  are  less  liberal 
than  those  of  its  rivals.  Long-standing 
programs  to  deregulate  and  privatize 
state-owned  industry  remain  stillborn. 
Unless  Italy  changes  its  ways,  many 
fear,  it  could  wind  up  a  second-string 
player  in  the  post-1992  European  game. 
LOSING  GROUND.  While  France  and  West 
Germany  have  emerged  from  the  1980s 
with  strong  and  profitable  banking  sys- 
tems, efficient  financial  markets,  and 
companies  well-versed  in  looking  beyond 
their  own  borders,  Italy  seems  to  be  los- 
ing ground.  Its  growth  rate,  second  only 
to  Japan's  for  much  of  the  past  30  years, 
is  slipping  behind  German  and  French 
levels,  while  inflation  and  government 
deficits  are  much  higher  (chart).  "The 
fear  I  have,"  says  former  Industry  Min- 
ister Romano  Prodi,  "is  that  Italy  is  in 
serious  danger  of  becoming  peripheral." 

As  the  rest  of  Europe  sacrificed  short- 
term  gains  throughout  the  last  decade 
by  privatizing,  deregulating,  and  stream- 
lining industry,  Italy  was  living  it  up. 
Little  was  done  to  attack  the  inefficient 
and  sometimes  corrupt  public  adminis- 
tration, unregulated  financial  markets, 
and  a  revolving-door  government  with 
little  sense  of  fiscal  responsibility.  Now, 
these  failings  are  adding  up  to  a  burden- 
some cost  for  business.  At  least  two 
fashion  designers  have  fled  to  Paris 
from  gridlocked  Milan,  and  service  fail- 
ures, such  as  phones  that  don't  work 
and  cost  50%  more  for  transatlantic  calls 
than  in  the  rest  of  Europe,  are  driving 
other  frustrated  companies  away. 

"We're  seeing  the  first  signs  of  some 
of  the  major  industrial  players  having 
problems,"  says  Dante  Razzano,  Milan- 
based  head  of  Citicorp's  Italian  mergers- 
and-acquisitions  department.  Profits  last 
year  at  computer  giant  Olivetti,  for  ex- 
ample, were  down  more  than  409^.  Its 
European  market  share  in  personal  com- 
puters dropped  a  whole  point,  to  8%. 
Now,  Olivetti  is  planning  to  reduce  its 
57,000-strong  work  force  by  3,000. 


So  far,  Chairman  Carlo  De  Bened 
and  Managing  Director  Vittorio  Cass 
have  been  unsuccessful  in  their  sea 
for  a  merger  or  alliance  that  would  h 
Olivetti  consolidate  its  position  as  Ei 
pean  leader.  The  group's  vaunted  jc 
venture  with  American  Telephone 
Telegraph  Co.,  in  which  the  U.  S.  t< 
communications  giant  took  a  22.5%  stJ 
in  Olivetti  in  1984,  broke  up  last  yea: 
LOCAL  SQUABBLES.  Now,  De  BenedetAii,  Er 
tussling  with  television  king  Silvio  B  km 
lusconi  for  control  of  the  $2  billion  M 
dadori  press  and  book  publishing  emp: 
De  Benedetti's  plans  to  make  Mil 
based  Mondadori  the  cornerstone  oi 
European  media  megacompany  wi 
blcjcked  last  December  by  a  surprise  £ 
ance  among  Berlusconi  and  Mondad 
family  members.  Although  De  Benedc 
has  won  the  latest  rounds  of  suits 
countersuits,  the  once-proud  Mondad 
has  been  profoundly  shaken. 

De  Benedetti  is  not  the  only  entrap 
neur  mired  in  local  squabbles  or  tang 


in  Rome's  political  intrigues.  Take  R  G 
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iini,  Europe's  most  powerful  force  in 
business.  Gardini's  Milan-based  Mon- 
;on  group  is  embroiled  in  a  political- 
amaging  and  costly  fight  with  the 
an  government  over  control  of  chem- 
colossus  Enimont  and  its  $11  billion 
nnual  sales. 

•eated  last  year,  when  chemical  units 
nging  to  Gardini's  Montedison  and 
e-owned  energy  group  ENI  were 
ged,  Enimont  was  billed  as  a  test 
for  successful  public-private  part- 
hip  in  Italian  business  and  as  a  cou- 
!0us  attempt  to  rationalize  the  chron- 
ly  unprofitable  Italian  chemic?! 
or.  But  it  turned  out  that  politicians 
m't  too  eager  to  let  Enimont  loose  in 
market  if  that  meant  slashing  pork- 
•el  projects.  The  agreement  had 
lly  been  announced  before  Mont- 
on  executives  and  government  minis- 
were  publicly  hurling  insults  and 
isations  of  treachery, 
s  with  Mondadori,  the  real  victim  is 
enterprise  itself.  Continuous  fighting 
veen  Gardini  and  Rome  contributed 


to  a  2U''  drop  in  Enimont  profits  last 
year,  to  $614  million.  And  Enimont  was 
outbid  in  its  offer  for  Canadian  chemical 
company  Nova  Corp.'s  rubber  unit, 
which  was  snatched  on  May  21  by  West 
Germany's  Bayer.  "We  wanted  to  create 
a  global  company,"  says  Giuseppe  Garo- 
fano,  Montedison  vice-chairman  and  a 
top  Gardini  lieutenant,  "but  instead  we 
get  Star  Wars." 

Even  mighty  Fiat,  whose  $40  billion  in 
annual  sales  makes  it  the  country's  larg- 
est industrial  group,  is  not  immune.  Al- 
though it  chalked  up  record  profits  last 
year  of  $2.8  billion  and  held  on  to  a  small 
lead  at  the  head  of  Europe's  Big  Six 
auto  makers,  "it  has  structural  prob- 
lems," says  Credit  Suisse  First  Boston 
auto  analyst  Dagmar  Bottenbruch. 
About  two-thirds  of  its  auto  sales  and 
profits  are  generated  in  its  protected 
home  market  of  Italy.  While  other  Euro- 
pean auto  makers  have  been  rushing 
into  cross-border  partnerships.  Fiat's  re- 
cent attempts  to  break  out  of  the  penin- 
sula have  failed.  Last  December,  an 


llth-hour  bid  by  General  Motors  Corp. 
snared  Sweden's  Saab  into  a  50-50  joint 
venture  just  as  Fiat  was  about  to  an- 
nounce a  takeover.  Saab  would  have  pro- 
vided the  Turin-based  auto  maker  with 
valuable  outlets  in  Northern  Europe, 
where  it  is  still  poorly  represented. 
SMALL  FRY.  The  real  motor  of  the  Italian 
economy,  though,  is  not  the  Fiats  and 
Olivettis  but  the  hundreds  of  thousands 
of  smaller,  mostly  family-owned  enter- 
prises with  sales  of  less  than  $50  million. 
Italy  has  a  higher  concentration  of  such 
small  fry  than  any  other  European  coun- 
try— and  most  of  them  are  still  booming. 

But  their  markets  aren't  growing. 
Traditional  made-in-Italy  products,  such 
as  shoes,  textiles,  wine,  and  furniture, 
account  for  more  than  45%  of  Italy's 
$175  billion  in  exports,  notes  former  Fi- 
nance Minister  Franco  Reviglio.  "The 
structure  of  the  economy  is  just  not  fa- 
vorable," he  says,  "because  demand  for 
those  traditional  goods  is  so  sluggish." 

For  Italians,  small  may  not  be  beauti- 
ful in  the  future.  Italy,  with  some  of  the 
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..>;i  ;u'.s  tastiest  and  most  varied  cuisine, 
lacks  a  single  world-class  food  company. 
No.  1  pasta  maker  Buitoni  "was  sold  to 
Nestle  in  1988,  while  smaller  concerns 
are  gobbled  up  with  increasing  frequen- 
cy. Last  April,  French  food  giant  BSN 
swallowed  Agnesi,  a  major  pasta  maker. 

With  trade  barriers  tumbling  daily, 
warding  off  the  competition  is  going  to 
be  more  and  more  difficult.  Companies 
without  Continental  or  global  distribu- 
tion could  be  hit  hard.  Says  Citicorp's 
Razzano:  "If  you're  selling  pasta  and 
you're  not  a  big  player,  you  simply 
won't  stand  much  of  a  chance." 
'TOO  OPTIMISTIC  Italy  has  relatively  few 
big  players.  Britain,  observes  De  Bene- 
detti,  has  71  private-sector  companies 
that  boast  sales  of  more  than  $1.5  billion 
each,  while  France  has  38.  Italy,  though, 
has  just  seven.  "That's  as  many  as  In- 
dia," says  the  Olivetti  chairman.  "When 
you  have  only  seven  big  players  in  a 
country  like  Italy,  then  I  think  people 


have  been  too  optimistic  about  Italy." 

While  France  has  moved  swiftly  to 
make  Paris  one  of  the  European  Com- 
munity's hottest  financial  markets,  Italy 
seems  almost  intent  on  turning  Milan 
into  a  provincial  exchange.  In  early  Jan- 
uary, stockbrokers  went  on  strike  to  pro- 
test Parliament's  continued  haggling 
over  bills  to  modernize  the  Milan 
Bourse,  including  one  to  outlaw  the  pop- 
ular Italian  tradition  of  insider  trading. 
As  a  result  of  Milan's  backwardness, 
more  and  more  trading  in  shares  of  such 
big  Italian  companies  as  Fiat,  Olivetti, 
and  Pirelli  is  conducted  outside  Italy. 

But  the  economic  momentum  in  the 
rest  of  Europe  is  beginning  to  force  Ita- 
ly toward  some  urgent  changes.  On  May 
14,  Rome  lifted  all  remaining  capital  con- 
trols, in  advance  of  the  EC's  July  1  dead- 
line. Alitalia,  Italy's  oft-maligned  nation- 
al airline,  is  rushing  to  improve  service, 
modernize  its  fleet,  and  forge  alliances 
with  foreign  carriers  such  as  USAir  and 


Spain's  Iberia  Air  Lines  in  order  to  fa; 
the  tough  new  world  of  competiti(. 
And  some  $13.5  billion  in  state-owni 
assets  are  due  to  go  on  the  block  by  t> 
end  of  1993,  barring  a  government  cris . 

Indeed,  if  Italy  has  one  thing  goi; 
for  it,  it  is  an  understanding  of  its  om 
quirks  and  weaknesses  and  the  ability;, 
muddle  through  in  spite  of  them.  Few 
Europe  can  match  Italian  inventivene 
flexibility,  and  will  to  fix  things  \vh 
the  good  life  is  threatened.  "It's  wro 
to  focus  on  the  complaints  we  all  ha 
about  mail  or  traffic  or  bureaucrac; 
says  Percy  Barnevik,  the  CEO  of  Swi 
Swedish  engineering  group  ABB  As 
Brown  Boveri.  "Italians  work  very  ha 
and  they  succeed."  But  the  1992  proc( 
in  Europe  and  increasingly  meaner  gli 
al  competition  are  going  to  demand 
the  genius,  flexibility,  and  energy  1 
Italians  can  muster. 

By  John  Rossant  in  Rome,  ivith  bun 
reports 


SOVIET  UNION  I 


SOVIET  RIGS  ON  THE  CASPIAN:  THE  INDUSTRY  IS  DESPERATE  FOR  WESTERN  TECHNOLOGY 


FIELDS  OF  DREAMS:  THE  WEST 
GETS  A  CRACK  AT  SOVIET  OIL 


The  Kremlin  is  allowing  foreign  drillers  to  explore  vast  tracts 


For  years.  Western  oil  companies 
have  been  cooling  their  heels  as  the 
Kremlin  ditliered  over  whether  to 
let  fo>-eign  drillers  tap  into  its  vast  oil 
reserves.  Now,  alarmed  by  falling  oil 
.  production  and  desperate  for  more  hard 
currsmcy,  the  Soviets  are  making  an 
abrupt  change.  They  not  only  are  open- 
ing their  oil  fields  to  Western  drillers  for 


the  first  time,  they're  also  suggesting 
that  the  oil  companies  will  be  allowed 
considerable  control. 

The  breakthrough  came  on  May  23, 
when  France's  Societe  Nationale  Elf  Aq- 
uitaine  won  the  sole  right  to  search  for 
crude  on  a  13,500-square-mile  onshore 
tract  on  the  edge  of  a  salt  basin  in  Ka- 
zakhstan, just  north  of  the  Caspian  Sea. 


Chevron  Corp.  may  soon  sign  a  devel 
ment  contract  on  the  giant  Koralev  fi 
in  Western  Kazakhstan.  This  could  o^ 
the  way  for  a  batch  of  U.  S.  manufact 
ing  joint  ventures,  involving  such  giai 
as  Johnson  &  Johnson  and  Eastman  I 
dak,  which  are  keyed  to  the  Chev: 
project.  Other  deals,  involving  oil  com 
nies  such  as  Du  Pont's  Conoco  unit  8| 
McDermott,  could  follow. 
'HIGH  POTENTIAL.'  In  Elf's  case,  the  c 
pany  will  retain  control  of  all  exploj 
tion,  investment,  and  production.  Elf  x 
split  any  oil  it  finds  with  the  Soviets  o  a 
yet-to-be-announced  percentage  basis,  i- 
dustry  sources  say.  "This  could  vi- 
well  serve  as  a  legal  precedent,"  ;ii 
Martin  G.  Pranga,  manager  for  e.\it  r. 
affairs  for  Amoco  Corp.,  v.'hich  has  \m 
negotiating  in  Moscow  for  18  month:- 
Elf  refuses  to  disclose  the  prece 
boundaries  of  its  new  concession.  Et 
London-based  Jebco  Seismic  Ltd.  I. 
been  selling  seismic  data  from  the  Si; 
ets  on  six  promising  areas,  including  le 
Elf  parcel.  At  least  18  companies  hire 
bought  data  from  Jebco  so  far.  A  geo 
gist  familiar  with  the  Soviet  Union  s;'s 
that  while  Elf's  tract  has  "high  pei> 
leum  potential,"  rock  formations  mak  i 
difficult  to  get  good  seismic  data  on  i- 
area.  The  oil  is  likely  to  be  expensi-e 
to  find  and  ship  because  of  the  remce- 
ness  of  the  area,  harsh  weather  coijli- 
tions,  and  likely  problems  with  corros*« 
sulfur. 

Still,  the  Elf  advance  has  sent  pul^s 
racing  at  nearly  every  big  oil  compajr, 
even  though  industry  executives  cauttn 
that  similar  deals  are  likely  to  emerg(ili 
a  trickle  rather  than  a  flood.  The  So'et 
bureaucracy,  always  difficult  to  cal 
with,  will  not  want  to  appear  to  be  ;:V- 
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,11;,  away  the  national  patrimony.  But 
greater  cooperation  between  tlie  Soviets 
and  the  West  seems  inevitable.  The  Sovi- 
et oil  industry  is  plagued  by  inefficient 
extraction  methods,  faulty  equipment, 
lack  of  advanced  exploration  technology, 
and  techniques  so  destructive  to  the  en- 
vironment that  it  is  the  No.  1  target  of 
the  Soviet  Green  movement.  Recently, 
labor  unrest  and  transport  chaos  have 
also  cut  into  production,  which  declined 
4%  in  the  first  quarter,  to  11.86  million 
barrels  per  day,  after  dipping  39<  during 
1989. 

With  oil  exports  earning  an  estimated 
$17.6  billion  in  1989,  roughly  407^  of  the 
Soviets'  hard  currency,  according  to 
Washington-based  PlanEeon  Inc., 
alarmed  Soviet  planners  began  actively 
trolling  for  Western  help  more  than  a 
year  ago.  The  priority  is  to  find  partners 
who  can  help  pump  additional  oil  from 
existing  fields.  Despite  Soviet  offers  to 
split  this  incremental  production  50-50, 
only  one  such  deal  has  been  signed,  a 
small  joint  venture  involving  Royal 
Dutch/Shell  Group  and  Canada's  Frac- 
master  Ltd. 

NEXT  FRONTIER.  The  majors  all  have 
their  eyes  on  the  far  more  exciting  pos- 
sibility of  exploring  virgin  territories, 
which  may  hold  77  billion  barrels,  ac- 
cording to  one  U.  S.  estimate.  Aware 
of  the  Westerners'  keen  interest,  the 
Soviets  may  force  companies  to  invest 
in  other  ventures,  including  enhance- 
ment of  existing  fields,  as  the  price 
of  entry.  Elf  acknowledges  that  it  may 
open  Soviet  plants  to  manufacture  phar- 
maceuticals, chemicals,  and  beauty  prod- 
ucts, which  it  already  makes  at  home. 
"We're  willing  to  do  other  things  that 
make  economic  sense  if  it  leads  to 
opportunities  for  frontier  exploration," 
says  a  top  executive  at  a  European  oil 
major. 

Of  course,  obtaining  exploration 
rights  is  just  the  first  step.  Western 
companies  will  then  face  severe  weather, 
transport,  and  labor  problems.  "It  hasn't 
yet  sunk  in  there  that  time  is  money," 
says  one  executive.  Then  there's  the  po- 
litical risk.  If  President  Mikhail  Gorba- 
chev's regime  falls,  or  the  country  disin- 
tegrates into  chaos.  Western  companies 
may  find  their  investments  disappearing 
down  a  deep  well. 

Still,  no  Western  oil  company  worth 
its  drill  bit  wants  to  be  left  out  of  the 
action.  "The  prize  is  so  great,  we  can't 
af  ;':)rd  not  to  go  in,"  says  a  manager  at 
BritiKh  Petroleum  Co.  "It's  a  once-in-a- 
caree;  opportunity."  Talk  like  that  sig- 
nals thai  the  latest  black  gold  rush  has 
jusi  begun. 

By  Mark  Maremoni  iyi  London,  with 
RoSiC  Brady  in  Moscow,  Stewart  Toy  in  Par- 
is, and  bureau  reports 


Commentary/by  Rose  Brady 

WITH  YEITSIN  RULING  RUSSIA, 
WHO  RULES  THE  ROOSH 


The  Pied  Piper  of  Moscow,  Boris 
N.  Yeltsin,  never  missed  a  beat 
after  his  narrow  election  victory 
on  May  29.  Shrugging  off  his  four-vote 
margin,  he  led  a  victory  romp  across 
the  Kremlin  grounds  to  a  mass  of 
cheering  supporters  on  Red  Square. 
"He  is  the  only  one  who  tells  the 
truth,"  declared  Vladimir  Fiodorov,  a 
philosophy  professor  at  Moscow's  Pa- 
trice Lumumba  University. 

For  Gorbachev,  en  route  to  Canada 
and  his  Washington  summit  with 
George  Bush,  the  scene  must  have 
been  doubly  painful.  Just  a  month  ear- 
lier, he  stood  on  the  same  ground  and 
heard  the  boos  and  jeers  of  thousands 
of  angry  Soviets  at  the  annual  May 
Day  parade.  Now  Gorbachev  is  b6ing 
forced  to  compete  with 
Yeltsin  not  just  for 
popularity,  but  for 
power.  As  president  of 
the  Russian  Republic's 
Supreme  Soviet,  Yelt- 
sin claims  decision- 
making authority  over 
half  of  the  Soviet 
Union's  territory,  two- 
thirds  of  its  gross  na- 
tional product,  and 
three-quarters  of  its 
people.  His  first  goal  is 
to  declare  Russia  a 
"sovereign  republic." 
RICH  SOIL.  Yeltsin's 
election  backs  Gorba- 
chev into  an  extremely 
difficult  corner,  for  the 
Russian  Republic  controls  most  of  the 
oil,  timber,  gold,  and  other  natural 
wealth  of  the  Soviet  Union.  If  its  new 
president  declares  his  own  foreign,  po- 
litical, and  economic  policies,  he  can  es- 
tablish his  own  trading  relations  with 
other  republics.  An  independent  Russia 
might  even  have  its  own  press  and  se- 
curity force,  independent  of  the  Com- 
munist Party. 

The  creation  of  such  a  sovereign 
state  within  the  Soviet  Union  was  un- 
thinkable until  recently,  because  it 
would  put  the  vast  republic  at  logger- 
heads with  the  entire  Kremlin.  Yeltsin 
also  casts  a  shadow  over  Gorbachev's 
own  job  as  President  of  the  Soviet 
Union,  in  effect  raising  the  question: 
Who  is  more  powerful? 


For  now,  Yeltsin,  who  is  complei 
untested  as  a  national  leader,  seems] 
want  to  work  with  Gorbachev, 
calling  for  a  coalition  that  will  u 
both  conservative  and  radical  forces 
side  the  republic  and  promises  "disci 
sion  and  dialogue"  with  Gorbach! 
But  Gorbachev,  who  fired  the  erra 
hard-drinking  populist  from  his  job 
Moscow  Communist  Party  boss 
1987,  depicts  Yeltsin  as  a  leader 
would  "break  up  the  union." 
SOCIAL  CONTRACT.  Even  so,  the  O' 
are  better  than  even  that  these 
rivals  will  be  forced  to  work  toge 
because  of  the  nation's  dire  econoij 
condition.  This  would  be  especially  ti 
if  Yeltsin  tries  to  seize  control  of  all] 
Russia's  mining,  agriculture,  and  m 
ufacturing  from  M 
cow  bureaucrats.  Y 
sin  wants  to  negoti 
a  series  of  treaties  t 
would  establish  R 
sia's  trade,  politic 
and  economic  relati( 
with  the  other  14 
publics  and  the  ceni 
government  in  M 
cow,  starting  with 
Baltics,  and,  first 
all,  Lithuania. 

Yeltsin  believes  t 
as  a  new  leader  he 
the  popular  support 
pull  this  off  because 
has  long  campaigi 
against  the  privilej 
of  Communist  Pa 
bureaucrats  and  because  the  Russia 
in  particular,  feel  they  pay  the  mos 
support  the  Soviet  Union.  Yeltsin 
gues  that  breaking  up  the  vast  cen 
bureaucracy  and  granting  greater  i 
pendence  to  factories  will  directly  t 
efit  the  Russian  people,  without  low 
ing  the  nation's  living  standards. 

Yeltsin's  radical  ideas  will  now 
tested.  And  as  they  are  put  into  p 
tice,  ordinary  Soviets  will  be  watc' 
to  see  if  two  strong-willed  leaders  vi 
don't  see  eye  to  eye  can  overcome  tl  i: 
personal  differences  and  back  a  )a 
reform  movement.  As  the  cheers  (h 
oed  from  the  Kremlin  walls  in 
May,  the  biggest  question  inside  ta' 
once  all-powerful  institution  had  to  e 
Where  is  the  Soviet  Union  headed? 
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worfed  togstiier. 


1^1  Arbor  Shoes,  Ltd. 

The  Eu(0|>e*n  OperBixons  ! 

Ihe  E«s[em  European  mailiri.  bin  only 

help  uj  buiIiJ  a  -cry  wong 
prtience  in  the  emefging 

g.ns  'so,?hii"mbin^ion 
should  cnabli  our  European 

unii  thipmcnu  lubslanrially 

IVitli  Mil  xisoft  Exfii  and  Wordyoucan  make  a 
cliiiiwf  in  a  spreadsiieet  and  autmmtk/illy  update 
am  Word  documents  wu'iv  linked.  Or  vtce  versa. 


What's  more,  these  products  are 
;ed  on  the  Microsoft  Windows  envi- 
ment,  an  approach  that's  not  only 
erently  easy  to  use,  but  rapidly  be- 
ning  the  industry  standard. 

It  is  this  environment  that  allows 
complete  and  total  WYSIWYG.  Or, 


what  you  see  is  what  you  get.Txdimldited. 
that  means  the  image  on-screen  looks 
precisely  like  the  final  document. 

Something  that  will  save  you 
more  than  a  few  trips  to  the  printer. 

Beyond 
sharing  the 
same  overall 
physical  ap- 
pearance, these 
applications 
also  share  sim- 
ilar commands. 
So  when  you've 
mastered  one, 
you'll  have  a 
solid  under- 
standing of  the 
other  as  well. 

And  sur- 
prisingly, using 
MiciDsoft  Excel 
and  Word  together  requires  very  little 
brain  power  AH  you  need  is  a  286/386 
computer  with  2  megabytes  of  random 
access  memory.  Also  known  as  RAM. 

For  more  information  on  how 
smoothly  these  products  work  together, 
call  (800)  541-1261  Dept.  L3. 

Before  you  get  roped  into  buying 
the  wrong  product. 

Mi&osolt 

Making  it  all  make  sense" 


■ved.  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Making  it  all  make  sense  ayul  Windows  are  trademarks  of  Microsoft  Corporation. 
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A  STATESIDE  SHOPPING  SPREE 
FOR  CASH-RICH  TAIWAN 


It  even  snapped  up  Wyndham  Food,  the  maker  of  Girl  Scout  cookies 


Taiwanese  executive  Daniel  Chan 
knows  few  tilings  are  more  Ameri- 
can than  Girl  Scout  cookies.  That's 
why,  on  May  23,  his  company  announced 
it  would  pay  $335  million  for  the  San 
Francisco  baker  that  makes  them.  Chan, 
the  planning  manager  for  Taiwan's 
President  Enterprises  Corp.,  sees  Wynd- 
ham Food  Inc.  as  the  fastest  way  to 
penetrate  the  U.  S.  because  of  its  estab- 
lished sales  network.  "It's  not  like  the 
Japanese  buying  Rockefeller  Center," 
says  Chan. 

Maybe  not.  But  Taiwanese  money  is 
beginning  to  pour  into  the  U.  S.  After 
years  of  export-led  growth,  Taiwan  has 
amassed  the  second-largest  pot  of  cash 
in  the  world  after  Japan,  some  $75  bil- 
lion in  government  foreign  exchange 
holdings.  But  because  of  financial  con- 
trols and  the  attractions  of  playing  Tai- 
pei's overheated  stock  and  property  mar- 
kets, most  of  Taiwan's  cash  hoard  has 
stayed  at  home. 

'SMALL  POTATOES.'  Now,  reflecting  new 
confidence,  a  long-awaited  Taiwan  in- 
vestment push  is  moving  beyond  rela- 
tively small  acquisitions  to  larger  deals 
in  the  U.  S.  and  other  countries,  includ- 
ing China  (page  45).  Aside  from  cookies, 
Taiwan's  money  is  buying  California 
real  estate,  snapping  up  Texas  savings 
and  loans  and  oil  companies,  and  build- 
ing huge  petrochemical  facilities.  "It's  a 
helluva  wealthy  country  now,"  says 
Wyndham  Chairman  Ian  R.  Wilson,  who 
shopped  his  company  to  buyers  in  Tai- 
wan, Japan,  and  Europe. 

The  Wyndham  deal  lifts  Taiwan's 
U.  S.  acquisitions  in  the  past  year  to 
more  than  $1  billion.  A  government-busi- 
ness consortium  led  by  Mitac  Inc. 
bought  Silicon  Valley's  Wyse  Technol- 
ogy Inc.  for  about  $170  million  (BW— 
Dec.  4,  1989)  and  Pacific  Electric  Wire  & 
Cable  Co.  bought  eight  Texas-based 
SiLs  for  $37.5  million.  Chinese  Petro- 
'oum  Corp..  Taiwan's  national  oil  and 
ga-  company,  purchased  Houston's 
Hi'ffington  Corp.  for  $500  million.  And 
Tu  tex,  a  K'xtile  and  construction  group, 
Uaf-  -rjent  more  than  $200  million  on  Cali- 
f-ii  i.  a  real  estiite  since  last  fall. 

'''"tii.('x  could  quickly  emerge  as  the 
lar.:  ,1,  Taiwanese  investor.  It  recently 
set  a  I.  S.  arm  called  Tuntex  Proper- 
ties (USA)  inc.  in  San  Fr;incisco.  The  com- 
pany says  the  iiew  unit  will  handle  $10 


billion  worth  of  investments  in  hotels 
and  other  California  real  estate  develop- 
ment over  the  next  decade. 

Taiwan's  big  money  move  does  con- 
jure up  a  Japan-style  buying  onslaught. 
But  Taiwanese  investors  argue  that 
there  are  important  differences.  Where- 
as Japan  has  large,  industrial  companies 
enacting  global  strategies,  most  of  Tai- 
wan's companies  are  smaller  and  pose 
less  direct  competitive  challenges.  "In 
the  industrial  structure  of  Taiwan,  there 
are  no  huge  conglomerates  or  big  indus- 
trial networks  like  they  have  in  Japan  or 


says  commodities  prices  for  ingrediei 
such  as  sugar  and  shortening  have  es 
lated  too  high  to  make  production  thf 
profitable.  Also  spurring  investme 
abroad  is  the  wide  belief  that  Taiwa 
stock  market  and  economy  are  faci 
slowdowns 

President  is  Taiwan's  largest  food  c( 
glomerate,  with  revenues  of  $1.1  billi( 
The  company  operates  Taiwan's  7-El 
en  stores  and  Pepsi  and  Kentucky  Fr 
Chicken  franchises  and  distribut 
Welch's  juices  and  Budweiser  bew  „ 
Chan  says  President  plans  to  imprc  ^ytfl 
operations  at  Wyndham,  which  sc 
cookies  under  the  brand  names  Murr; 
Jack's,  Jackson's,  Greg's,  and  Plan 
tion.  After  setting  up  a  strong  U 
base,  the  group  wants  to  become  a  1 
global  player  in  cookies  and  cracke  W.V'. 
Chan  says.  That  will  be  tough  to 
against  the  likes  of  RJR  Nabisco  a 
Nestle,  but  President  will  rely  on 


strong  Asian  base  to  help  it  compe  fltH), 
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South  Korea,"  says  Theodore  Chao, 
managing  director  of  Cathay  Interna- 
tional Group  in  New  York,  which  advises 
Taiwanese  investors.  "It's  all  small  pota- 
toes stuff  compared  with  Mitsubishi." 

Taiwanese  companies  also  face  a  hol- 
lowing out  of  their  domestic  economy 
that  the  Japanese  have  not  suffered. 
Companies  such  as  the  country's  largest, 
Formosa  Plastics  Corp.,  want  to  avoid 
Taiwan's  tight  and  volatile  labor  market, 
environmental  problems,  and  currency 
escalation.  President  Enterprises'  Chan 


Taiwanese  claim  their  U.  S. 
investments  are  'small 
potatoes'  next  to  Japan's 


President  is  expanding,  for  example,| 
the  Philippines,  Indonesia,  and  Thaila: 
Tuntex  is  sticking  with  the  U.  S.  pr| 
erty  sector,  where  Taiwanese  have  bi 
a  fixture  on  the  West  Coast  for  ye: 
Earlier  this  year,  the  company  bou 
the  Registry  Hotel  in  Los  Angeles 
$50  million,  and  it  intends  to  buy  or  bi 
up  to  10  other  hotels  on  the  West  Co£ 
The  company  has  also  proposed  a  cc 
plex  south  of  San  Francisco  that  wo 
include  offices,  leisure  activities,  am 
subway  link.  "The  whole  Taiwan  eco 
my  has  burst  forth,"  says  a  Tun 
spokeswoman.  "There's  a  limit 
amount  of  land  in  Taiwan,  and  you  h;!e 
to  go  somewhere  else."  Part  of  t\ 
bursting  forth  is  happening  on  Ameri( 
soil. 

By  Dinah  Lee  in  Hong  Kong,  with  Ma 
Shao  in  San  Francisco 
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to  leave  ATSST. 

Choose  MCI  800  Service '  for  reasons 
like  Itemized  Call  Detail.  Unlike  AT&T, 
we  offer  it  to  all  our  customers.  And 
MCI's  Call  Detail  provides  the  complete 

f)hone  number  of  virtually  every  call, 
magine  what  you  could  do  with  that 
information. 

Or  choose  MCI  800  Service  for  real- 
time calling  number  identification.  Only 
MCI  "  offers  it  to  your  business  today  using 
the  standard  signaling  technology  you 
already  have.  So  you'll  be  able  to  help  your 
customers  faster  than  ever  before. 

What's  more,  there's  Direct  Termina- 
tion Overflow^"  (DTO),  one  of  MCI's 
advanced  routing  features.  If  your  dedicated 
MCI  800  lines  are  jammed  with  custom- 
ers, the  extra  calls  will  be  automatically 
switched  onto  your  regular  business  lines. 

But  some  of  the  best  reasons  to 
choose  MCI  800  Service  are  unsurpassed 
call  quality  and  MCI  specialists  who  will 
customize  our  800  Service  to  your  needs 
and  be  there  to  answer  questions,  24  hours 
a  day  7  days  a  week. 

If  you  sign  up  now  we'll  give  you  a 
special  credit*  just  for  switching,  plus  a  sat- 
isfaction guarantee.  If  you're  not  completely 
satisfied  we'll  pay  to  re-install  you  to  your 
old  carrier. 

For  even  more  reasons  to  switch, 
contact  your  MCI  Account  Representative 
or  call  1-800-888-0800. 


MCI 

Let  usshowyou:: 

'Credit  equal  to  25"o  ot  fourth  month's  bill  Customers  must  spend  S2,500+  in  that 
month  per  800  number  and  remain  an  800  Service  customer  for  one  year 
I*  >  MCI  Communications  Corporation,  1990 
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The  flood  has  arrived. 
May  we  mterestyou  m  an  ark? 


You  are  currently  the  target  of 
thousands  of  pieces  of  information  a 
day  So  we'll  get  straight  to  the  point. 

You  can  sit  by  and  find  yourself 
inundated  by  all  that.  Or  you  can 
choose  the  perfect  vessel  to  navigate 
It:  Dowjones  News/ Retrieval.' 

We're  the  only  computer-based 
inioriTiation  service  specifically  de- 
signed to  meet  the  needs  of  people 
in  business  and  finance. 

And  given  the  business  world's 
obsessu  'ii'vvKh  wanting  everything 
yesterday  .    attach  special  urgency 
to  speed.  Wnnm  seconds,  we  bring 
developments  I rom  across  the  coun- 
try and  around  the  world  to  your  com- 
puter.Thoroughly  researched  news 


of  companies,  liidusiricb.guvtTi  111  iLTii 
actions, and  markets — including  de- 
tailed data  and  current  stock  quotes 
on  thousands  of  companies. 

We're  also  the  only  information 
service  that  offers  the  full  text  of  The 
Wall  Street Journal  "and  Dowjones" 
News  Services — which  can't  get  you 
what  you  need  yesterday  but  certa  i  n  ly 
gives  you  a  head  start  on  tomorrow. 

But  business  decisions  often 
require  a  perspective  broader  than 
the  present  alone.  So  we  also  provide 
hundreds  of  other  rich  information 
sources:  periodicals,  surveys,  statisti- 
cal abstracts — information  on  practi- 
cally everything  from  acquisitions 
to  Zurich  gold  fixings. 


The  icbuli  lb  an  entire,  up-to-the- 
second  business  reference  library 
shrunk  to  the  size  of  a  personal  com 
puter.  One  that  gives  you  in  seconds 
what  might  otherwise  take  months 
to  acquire.  And  lets  you  manage  that 
information  instead  of  having  the  in- 
formation manage  you. 

So  the  next  time  you  feel  yourself 
drowning,  reach  forthat  life  preserver 
onyourdeskwithall  the  buttons  on 
It.  And  call  Dowjones  News/Retrieval 
at  1-800-225-3 1 70,  Ext.  695. 

Dowjones 
News/Retrievaf 

The  iifeblood  of  business" 
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EDITED  BY  JOHN  PEARSON 


ilWAN'S  DOLLAR  OFFENSIVE 
GAINING  GROUND  IN  CHINA 


L  Ithough  they  are  enemies  in  principle,  Taiwan  has  been 
V  more  conciliatory  than  any  other  country  toward  China 
m  since  last  June's  Tiananmen  massacre.  On  May  20, 
dent  Lee  Teng-hui  offered  reunification  talks  as  well  as 
;  trade  and  other  exchanges  with  the  Chinese,  provided 
leaders  in  Beijing  begin  steps  toward  democracy  and 
reforms. 

!dictably.  Lee's  overture  earned  only  a  rebuff  from  Bei- 
hardliners.  In  fact,  reunification,  which 

Taiwanese  oppose,  is  not  Lee's  goal.  In- 
,  his  gesture  reflects  growing  confidence 
Taiwan's  booming  business  links  with  the 
and  are  strengthening  Taiwan's  hand  in  its 
:al  rivalry  with  Beijing.  Taiwanese  investors 

the  first  to  return  to  the  mainland  after 
.nmen,  and  first-quarter  investment  this  year 
d  to  $130  million,  up  113%  over  the  same 
d  in  1989.  Total  fixed  investment,  now  more 
$1  billion,  will  rise  at  least  25%  this  year, 
nanmen  had  little  impact  on  attitudes  to- 

Beijing  in  Taiwan,  partly  because  Taiwan- 
ever  harbored  illusions  about  the  prospects 
iwift  change  in  the  repressive  Communist 
m.  Their  strategy  has  been,  and  still  is,  to 
;ommercial  incursions  into  China  ahead  of 
cs.  That  is  why  Taipei  recently  refused  to 

installation  of  transmitters  on  a  radio  ship, 
ess  of  Democracy,  and  thus  blocked  Chinese  exiles'  plans 
oadcast  to  the  mainland  from  offshore. 
JAR  TARGET.  Far  more  important  for  Taiwan's  policymak- 
lan  such  political  gestures  is  the  economic  influence  they 
>uilding  on  the  mainland  in  Fujian,  the  coastal  province 
s  the  Taiwan  Strait.  After  fleeing  to  Taiwan  in  1949, 
;se  Nationalists  for  years  clung  to  the  fantasy  of  estab- 
ig  a  beachhead  in  Fujian  to  retake  the  mainland  militarily, 
ad,  Taiwan  dollars  are  now  winning  the  ground  that 
ts  could  not.  In  Taiwan's  new  drive  to  invest  its  $75  billion 
?n-exchange  surplus  overseas  (page  42),  Fujian  is  the 


A  SHOP  IN  FUJIAN 


nearest  and  culturally  most  familiar  target.  Since  1987,  more 
than  1  million  Taiwanese  have  traveled  to  China,  most  of  them 
to  Fujian,  many  to  explore  business  deals.  Since  then,  Taiwan 
has  been  transferring  low-wage,  low-tech  industries  such  as 
shoes  and  plastics  across  the  strait.  For  Taiwan,  Fujian,  with 
its  29  million  people,  has  become  almost  an  industrial  park, 
analogous  to  the  Shenzhen  economic  zone  on  Hong  Kong's 
border.  Now,  the  original  operations  of  the  mid-1980s  are 
moving  inland — to  factories  in  Guangdong,  Tian- 
jin,  and  even  Chengdu  in  western  China — as 
skilled  workers  along  the  coast  shift  to  more  so- 
phisticated jobs  making  products  such  as  video- 
cassette  recorders.  Last  month,  a  Taiwanese  busi- 
ness delegation  visited  Shanghai  to  discuss 
setting  up  an  all-Taiwanese  industrial  zone  there. 

In  Fujian,  Taiwan's  confidence  is  reflected  in 
plans  for  large  investments,  including  a  $2.1  bil- 
lion chemical  complex  to  be  built  this  year  by 
Formosa  Plastics  Corp.,  the  island's  biggest  con- 
glomerate, and  a  proposed  Taiwanese-Indonesian 
cement  plant  costing  $2  billion.  These  ventures, 
unthinkable  a  year  or  two  ago,  will  make  Taiwan 
China's  biggest  foreign  investor  except  for  Hong 
Kong,  which  will  rejoin  the  mainland  in  1997. 

What  is  happening  is  a  de  facto  colonization  of 
Fujian  by  the  Taiwanese.  The  flow  of  money, 
knowhow,  and  training  kept  Fujian's  industrial 
output  growing  at  a  21%  annual  clip  last  year,  cushioning  the 
province  against  the  austerity  imposed  on  most  of  China  by 
the  Beijing  government.  The  influx  of  hard  currency  and  badly 
needed  technology  also  gives  the  provincial  government  some 
ability  to  fend  off  government  efforts  to  reassert  tight,  cen- 
tralized political  and  financial  controls.  If  China  continues  to 
stagnate  under  weakened  and  discredited  rulers,  an  economic 
version  of  the  traditional  "warlordism,"  or  pattern  of  regional 
autonomy,  could  reappear.  That  could  only  strengthen  Tai- 
wan's influence  in  its  provincial  beachhead  across  the  strait. 

By  Dinah  Lee  in  Hong  Kong,  with  bureau  reports 
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0  rebuild  backward  industry  and 
keep  goods  in  stores  during  the 
t  to  a  market  economy,  the  Soviet 
on  will  need  big  credits  from  the 
3t,  argue  economists  such  as  Stani- 
'  Shatalin,  an  adviser  to  President 
bachev.  A  $1.8  billion  credit  line 
n  Deutsche  Bank  and  four  other 
man  banks  in  1988  to  help  modern- 
Soviet  industry  ran  out  in  Decem- 
,  And  far  greater  sums  are  needed. 
0  head  off  a  Soviet  economic  disas- 

Axel  Lebahn,  Deutsche  Bank's  di- 
;or  of  Soviet  operations,  is  trying  to 
5ter  support  among  Western  bank- 

and  governments  for  a  "peres- 


troika  help"  program  of  major  loans 
and  aid  to  the  Soviets.  It  would  be  tied 
to  radical  steps  by  Moscow  to  create  a 
market  economy.  Bonn  has  a  big  stake 
in  helping  Gorbachev  because  economic 
turmoil  in  the  Soviet  Union  could  delay 
agreements  on  steps  to  reunify  Germa- 
ny. But  falling  Soviet  production  and 
Moscow's  delays  in  paying  for  imports 
are  making  other  Western  govern- 
ments and  banks  warier  than  ever  of 
such  loans. 

MEXICO  

President  Carlos  Salinas  de  Gortari 
will  be  impatient  to  launch  talks 
on  a  U.  S.-Mexico  free  trade  pact  when 
he  visits  Washington  on  June  10.  He 


needs  such  an  accord  to  spur  more 
U.  S.  investment  in  Mexico.  But  Presi- 
dent Bush,  worried  about  trouble  in 
Congress,  is  likely  to  wave  a  go-slow 
flag.  Congressional  committees  almost 
derailed  the  1988  U.  S.-Canada  trade 
accord,  and  a  pact  with  Mexico  would 
stir  added  political  problems  over  immi- 
gration and  drug  controls. 

In  both  countries,  free  trade  will 
face  protectionist  lobbies  in  industries 
such  as  textiles,  steel,  and  auto  parts. 
Detroit's  Big  Three  want  a  clause, 
aimed  at  Toyota  Motor  Corp.  and 
Honda  Motor  Co.,  requiring  auto  mak- 
ers to  invest  in  costly  integrated  pro- 
duction and  distribution  in  Mexico,  not 
just  in  assembly  plants  for  exports. 
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^'i/'  |/'    |/f\^j/  Soon,  we  cuuiu  TLVLMve  so  Because  Ni! 

-^^  ..-^rSy  i\l  Nv.yv^|\,   is  now  on  the  threshold  of  discovering  some  long-hi( 

secrets  of  our  universe.  Already,  the  cameras  of  Voyager  II  have  given  us  captivating  viev 
green-blue  Neptune,  the  fourth  planetary  visit  in  a  12-year  odyssey.  The  Magellan  spacecraf 
embarked  on  a  700-miilion-mile  journey  to  radar-map  the  cloud-shrouded  surface  of  our  ne 
fif  ighbor,  Venus.  Instruments  on  the  Galileo  spacecraft  are  poised  to  probe  the  mysteri( 
Jupiter's  atmosphere.  And  with  the  launch  of  NASA's  Hubble  Space  Telescope,  the  very  origii 
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iverse  may  be  revealed  with  the  help  ot  the  Faint  Object  Spectrograph,  which  can  detect 
;  old  as  time  itself.  "  At  Martin  Marietta,  we're  proud  of  the  role  we've  been  able  to  play  in 
lASA's  programs— applying  the  same  creative  intelligence  to  space  technology  that  we  bring  to 
ur  systems  and  products  in  defense,  electronics,  information  management,  energy  systems  and 
als.    Creative  intelligence  that's  being  used  to  solve  some  of  mankind's  oldest  riddles. 


TERMINDING  TOMORROW'S  TECHNOLOGIES. 
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IN-HOUSE  DEALMAKER  PETER  JOOST,  RAINWATER,  ATTORNEY  GERALD  HADDOCK:  THE  ANNOTATIONS  WERE  RAINWATER'S  IDEA 
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CAN  RICHARD  RAINWATER 
STRIKE  A  GUSHER  BY  HIMSELF? 


Since  leaving  the  Basses,  he  hasn't  scored  big — but  oil  may  yet  pay 


It  is  a  balmy  spring  afternoon  in 
downtown  Fort  Worth,  and  tiie 
streets  are  nearly  deserted.  But  in- 
side a  dark -glass  high  rise,  the  offices  of 
Rainwater  Inc.  are  whirling  with  activi- 
ty. The  investment  company's  young 
staffers  are  on  their  phones  or  are  out- 
lining deals  with  felt-tip  pens  on  white 
vinyl  walls.  Richard  E.  Rainwater  him- 
self is  a  perpetual-motion  machine,  jok- 
uii{  with  colleagues  one  minute,  juggling 
complex  financial  arrangements  the 
next.  Fre.sh  from  a  three-hour  brain- 
storming session  with  a  herd  of  New 
Y'lrk  investment  bankers,  he  rushes  into 
his  office  to  chat  with  George  W.  Bush, 
the  President's  sen.  whd  has  dropped  by 
for  a  visit. 

Rainwater,  45,  honed  his  high-speed 
style  as  the  chief  deal  strategist  for  Fort 
Worth's  Bass  Brothers  Enterprises  Inc. 


Buying  and  selling  huge  chunks  of  com- 
panies such  as  Walt  Disney  Co.  and  Tex- 
aco Inc.,  he  helped  build  the  Bass  empire 
from  $50  million  in  assets  in  1972  to 
more  than  $5  billion  by  1985.  Since  leav- 
ing the  Basses  in  1986  to  set  up  his  own 
shop  in  the  same  building,  he  has  been 
every  bit  as  busy. 

But  for  all  his  successes  at  Bass 
Brothers,  Rainwater  has  yet  to  pull  off 
another  blockbuster  deal.  And  it's  not 


Rain\vater  despises  memos, 
bureaucracy,  and  big  titles. 
He's  known  to  be  blunt,  but  he 
can  also  be  affable 


for  lack  of  trying.  In  1987,  he  and  f 
mer  Electronic  Data  Systems  Coi 
President  Morton  H.  Meyerson  hatch  ipbs 
an  ambitious  scheme  to  build  "mej  ae,  be 
thrifts"  by  buying  up  and  combini 
failed  Texas  savings  and  loans.  But  r<  iiya 
ulators  decided  that  this  would  give  t  ttie.H 
two  men  too  much  power,  so  they  reje 
ed  the  plan.  Last  year,  Rainwal 
backed  a  $3.5  billion  bid.  by  Pan 
Corp.  to  buy  Northwest  Airlines  Im 
parent  company.  But  it  was  topped 
Alfred  Checchi,  Rainwater's  forn 
right-hand  man  at  the  Basses. 
END  RUN.  Meanwhile,  a  big  Rainwa' 
gambit  in  the  oil  business  has  been  sli 
to  pan  out.  He  bought  Blocker  Ener 
Corp.,  now  Energy  Service  Co.  (Ensc 
in  1986.  Soon,  he  began  snapping  up  o 
er  energy  concerns  to  complement  1 
struggling  oil-field  services  compai 
But  a  weak  offshore  drilling  market  I 
kept  the  company  from  rebounding— 
even  making  a  profit. 

Now,  Rainwater  thinks  he  has  the 
swer:  Penrod  Drilling  Co.  He  recen 
teamed  up  with  a  group  of  other  inv  tinater 
tors  to  buy  Penrod,  the  84-rig  drillj 
outfit  once  owned  by  Nelson  and  H 
bert  Hunt,  for  $430  million.  To  win  o 
trol.  Rainwater  did  an  end  run  arou 
several  other  bidders,  including  Loe 
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by  snapping  up  Penrod  debt  while 
>  were  trying  to  force  it  onto  the 
n  block.  Holding  the  debt  gave 
ens  on  Penrod's  assets.  If  a  deal  to 
•e  the  remaining  32%  goes  through, 
jected,  "Rainwater  will  control  the 
's  largest  drilling  operation,"  says 
3II  E.  Miller,  analyst  at  Alex. 
1  &  Sons  Inc. 

(ing  big  money  with  it  may  be 
.  The  drilling-rig  market  is  still  in 
)ldrums.  While  things  have  picked 
.ely,  daily  drilling  rates  are  barely 
ng  operating  expenses,  let  alone 
osts.  While  Penrod's  offshore  drill- 
eet  is  considered  one  of  the  best- 
the  business,  most  of  the  rigs  are 
n  the  North  Sea  and  the  Gulf  of 
0.  Rainwater  will  have  to  move 
)ther  areas  such  as  Southeast 
which  will  take  time  and  money, 
also  have  to  teach  the  company 
to  compete  outside  the  Hunt 
^'or  years,  Penrod  mainly  served 
unts'  Placid  Oil  Co. 
many  ways.  Rainwater  hasn't 
ed  much  from  the  Bass  days, 
spises  memos,  bureaucracy,  and 
;les.  In  hunting  for  undervalued 
,,  he  still  relies  on  a  team  of 
in-house  investment  bankers 
network  of  nearly  900  contacts 
Wall  Street  to  Hollywood.  Late- 
has  taken  a  keen  interest  in 
;,  which  has  led  him  to  invest- 
in  the  Texas  Rangers  baseball 
(with  George  W.  Bush)  and  a 
istate  firm  operated  by  former 
;  Cowboy  Roger  Staubach.  His 
irsations  are  peppered  with 
;  phrases.  Talking  into  a  speak- 
ne,  he  says  to  an  associate:  "I 
it  a  250-yard  drive.  Don't  tell  me 
300  yards  this  time.  Let's  move 
the  5-iron." 

SPIRITS.  He's  known  to  be  a 
short-tempered  boss  at  times, 
le  can  also  be  affable.  During 
ihoto  session  for  this  article, 
^ater  was  in  high  spirits.  The 
ptions  over  his  head  were  his 
When  his  colleagues  protested,  he 
ed  them  and  playfully  rapped  their 
with  his  knuckles.  While  he  gener- 
eeps  a  low  profile  and  is  loath  to 
be  many  of  his  deals,  he  seems  to 
for  recognition.  Unprompted,  he 
out  dozens  of  letters  from  his 
children,  former  college  friends, 
;ome  people  he  barely  knows.  A 
car  dealer  writes  to  thank  him  for 
ig  him  get  a  business  loan,  and  so 
Can  you  imagine  Donald  Trump 
Ig  this  sort  of  thing?"  he  asks, 
nwater  isn't  your  everyday  Texas 
n.  He  grew  up  in  a  middle-class 
Worth  neighborhood,  not  far  from 
ither's  wholesale  dry  goods  busi- 
and  majored  in  math  and  physics 
i  University  of  Texas.  The  science 


background  would  later  help  him  cut 
through  complex  deals  "and  figure  out 
the  way  the  world  worked,"  he  says. 
After  UT,  Rainwater  picked  up  an  MBA  at 
Stanford  and  joined  Goldman,  Sachs  & 
Co.'s  Dallas  office.  But  he  soon  grew 
bored.  In  1970,  he  left  to  work  with  Stan- 
ford classmate  Sid  Bass,  who  was  taking 
over  the  family  oil  dynasty  from  father 
Perry  Bass.  They  had  a  rough  start. 
Rainwater  says  he  lost  money  on  "virtu- 
ally every  deal  the  first  year."  But  soon, 
things  started  clicking. 

By  the  mid-1980s,  he  had  sealed  his 
reputation  as  a  financial  mastermind  and 
was  itching  to  go  out  on  his  own. 
Sources  close  to  the  Basses  say  Rainwa- 
ter had  a  falling-out  with  Checchi  and 


RAINWATER, 
THEN  AND  NOW 


As  a  top  investment  adviser  to  Bass  Brothers 
Enterprises,  Richard  Rainwater  was  the  strate- 
gist behind  many  high-profile  deals 

►  BLUEBELL  1980-82  Accumulated 22%  of 
the  Wrangler  jean  maker,  walked  away  with 
$51  miUion  profit 

►  TEXACO  1984  Acquired  nearly  10%  of  the 
oil  giant  as  it  prepared  to  buy  Getty.  Left  the 
scene  with  $450  million 

►  WALT  DISNEY  1984  Built  up  24.9%  stake  as 
raider  Saul  Steinberg  circled.  The  Basses 
reaped  an  $850  million  gain 

His  own  firm.  Rainwater  Inc.,  is  still  looking  for 
a  blockbuster 

►  ENSCO  1986  Invested  $12  million  to  buy 
troubled  Blocker  Energy  from  lenders,  re- 
named it  Energy  Service  Co. 

►  HOSPITAL  CORP.  OF  AMERICA  1989  Put  up 

$28  miUion  to  help  management  with  $5  billion 
LBO,  wound  up  with  roughly  10%  of  the  equity 

►  PENROD  1990  Beat  out  Loews  and  others 
by  paying  $430  million  for  control  of  major  oil- 
field-drilling company 


others  during  their  Disney  deal.  Rainwa- 
ter denies  it,  and  Checchi  declined  to 
comment.  In  any  case,  in  1986,  Rainwa- 
ter split,  with  an  estimated  $175  million 
he'd  made  from  Bass  deals. 

These  days.  Rainwater  sees  gloomy 
times  ahead  for  the  economy.  He  goes 
down  the  list  of  American  woes — a  cred- 
it crunch  in  real  estate,  crises  in  the 
savings  and  loan  industry,  losses  to  for- 
eign competition,  and  so  on.  "We've 
been  protected  from  a  lot  of  this  so  far," 
he  says.  "But  it's  about  to  get  a  lot  more 
personal."  So  Rainwater  is  hoarding 
cash  and  investing  in  sectors  he  thinks 
are  depression-proof,  such  as  health  care 
(10%  of  Hospital  Corp.  of  America's  le- 
veraged buyout).  Then  there  are  his 
deals  in  the  normally  countercyclical  oil 


business.  And  he's  buying  pieces  of 
Southwestern  real  estate,  which  he 
thinks  will  boom  when  oil  rebounds. 

While  Rainwater  doesn't  pretend  to  be 
an  expert  at  running  companies,  he  is 
more  than  just  a  passive  investor.  He 
figures  out  a  business  he  wants  to  be  in, 
seeks  talented  managers,  and  finds  a 
way  to  go  in  with  them — private  part- 
nerships, leveraged  buyouts,  "whatever 
works,"  says  Richard  L.  Scott,  chairman 
of  Columbia  Hospital  Corp. 

Scott  knows  the  Rainwater  style  well. 
After  Scott  got  involved  in  a  failed  bid 
for  Hospital  Corp.  in  1987,  the  attorney 
and  Rainwater  devised  a  plan:  They  set 
up  partnerships  with  doctors  and  hospi- 
tal administrators  to  buy  local  hospitals. 
After  investing  less  than  $10  million 
apiece,  they  went  on  a  spree,  buying 
seven  hospitals.  Recently,  they 
merged  with  a  small,  cash-rich  medi- 
cal-services concern.  Smith  Laborato- 
ries Inc.,  and  went  public.  Rainwater 
and  Scott  kept  70%  of  Columbia  Hos- 
pital, worth  $109  million. 
THE  RIGHT  FIGHTS.  While  he  insists  he 
avoids  hostile  bids,  Rainwater  isn't 
afraid  to  fight.  Last  summer,  Hon- 
eywell Inc.  launched  proposals  to 
stagger  its  board  and  restrict  share- 
holders' power  to  propose  bylaw 
changes.  Rainwater,  who  owned  3.4%, 
fought  back.  He  enlisted  the  help  of 
two  big  pension  funds  and  called 
large  shareholders  to  get  their  back- 
ing. He  even  spoke  to  shareholder- 
rights  groups,  where  he  railed 
against  the  evils  of  recalcitrant  man- 
agement. The  measures  were  defeat- 
ed. Since  then,  Honeywell  has  restruc- 
tured, and  its  stock  has  soared  to 
more  than  $100  a  share.  Rainwater, 
who  started  buying  in  the  mid-$50 
range,  cashed  out  earlier  this  year 
with  an  undisclosed  profit.  "I  only 
pick  fights  I  have  a  chance  of  win- 
ning," he  says. 

His  biggest  play  has  come  in  oil.  In 
1986,  Rainwater  bought  a  controlling 
stake  in  Ensco  for  $12  million.  He 
quickly  installed  Carl  F.  Thorne,  a  for- 
mer top  executive  at  offshore  driller 
Sedco,  as  chairman.  Thorne  proceeded  to 
whip  the  drifting,  debt-laden  oil-field-ser- 
vices company  into  shape.  Since  then, 
Rainwater  has  invested  in  a  small  explo- 
ration company  and  started  an  energy- 
investment  partnership,  97%  funded  by  a 
unit  of  Equitable  Life  Assurance.  In  all, 
he  has  pumped  $600  million  to  $700  mil- 
lion into  energy,  and  oil  represents  a  full 
third  of  his  assets. 

On  paper,  it  has  paid  off:  Rainwater's 
Ensco  stake  is  worth  $81  million.  Yet,  he 
was  looking  for  an  even  bigger  bonanza. 
The  problem  with  Ensco  is  that  Rainwa- 
ter doesn't  have  the  right  mix  of  oil- 
field-service assets.  It's  a  hodgepodge  of 
service  boats,  rigs,  and  high-tech  ser- 
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The  Frequent  Traveler 

A  Special  Advertising  Section  in  Business  Weel<. 


Where  7.1*  million  on-the-go  business  travelers  all  come  together  --  the 
largest,  most  affluent  travel  marketplace  of  any  general  business  magazine. 

Every  year  Business  Week's  top-management  readers  enjoy  informative 
and  entertaining  Special  Advertising  Travel  Sections  edited  by  Steve  Birnbaum, 
America's  foremost  travel  writer  and  commentator.  The  entire  section,  with  ads 
included,  will  appear  again  in  ASTA  Agency  Management  magazine  --  a  bonus 
audience  of  30,000  travel  professionals. 

All  at  regular  Business  Week  rates! 

Plan  to  be  there:    Issue  Date:  September  24,  1990 

Closing  Date:  August  13,  1990 

Issue  Date:  November  26,  1990 
Closing  Date:  October  15,  1990 

Please  call:     John  Holden,  Market  Manager, 
Travel  Advertising  212-512-6394 

'Source:  r-r.-IRB  1989/BW  Estimate 
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For  years  I  d  been  paying 
sales  commissions  to  invest 
Then  I  found  Scudder. 


It  stands  to  reason.  Put  100%  of  your  invest- 
ment to  work,  and  you'll  start  off  enjoying 
greater  return  potential  than  if  that  amount 
were  reduced  by  a  sales  load.  That's  why  all 
Scudder  Funds  are  'pme  no-load"-^  —  totally 
free  of  sales  charges.  To  discover  what  pure 
no-load'^'  can  mean  to  you,  call  toll 
free  or  send  in  the  coupon  below. 


Scudder  Funds 
1-800-225-2470  ext  8950 


Addrc  s 


Apt 


City 


State 


SCUDDER 


America  's  First  ^^^^ 
Family  of  No-Load  Funds 

_175  Federal  St.,  DeptJ^QS^Boston^MA  02_1 10  

Contact  Scudder  Fund  Distributors,  Inc.,  Underwriter,  for  a  free  prospectus  which  contains 
more  complete  information  including  management  fees  and  other  expenses.  Read  it  care- 
fully  before  you  invest  or  send  money  
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AUTOMOBILES  I 


SHIRLEY  YOUNG:  PUSHING 
GM'S  HUMBLE-PIE  STRATEGY 


She  bets  the  carmaker  will  win  new  trust  by  admitting  old  flaws 


Pi 


lUtting  quality  on 
'the  road."  That's 
the  overall  theme 
of  General  Motors  Corp.'s 
new,  $40  million  advertis- 
ing campaign — and  it  rep- 
resents a  startling  change 
in  the  marketing  strategy 
of  the  nation's  No.  1  car- 
maker. The  new  ads  have 
an  unmistakable  implica- 
tion: That  for  years  GM's 
cars  fell  short  of  its  cus- 
tomers' expectations.  Now, 
the  company  says  its  quali- 
ty has  improved,  and  it  is 
trying  to  close  the  gap  be- 
tween what  consumers 
think  and  what  its  cars 
really  offer. 

This  unorthodox  sales 
pitch  is  a  product  of  Shir- 
ley Young.  In  just  two 
years  on  the  job,  this  Madi- 
son Avenue  import,  who 
holds  the  unassuming  title 
of  vice-president  for  con- 
sumer market  develop- 
ment, has  effectively  taken 
command  of  GM's  most 
crucial  marketing  effort.  | — ' 

HER  MANDATE.  At  first 

glance,  the  55-year-old 
Young  seems  an  improb- 
able choice  as  the  cata- 
lyst for  challenging  GM's 
gargantuan  bureaucra- 
cy. Diminutive  and  gen- 
teel, she  looks  out  of 
place  in  the  clubby, 
male-dominated  execu- 
tive suites  of  Detroit. 
But  she  is  a  hard-driving 
executive  who  has  suc- 
ceeded in  crystallizing 
GM  --  mounting  concerns 
about  quylity  into  a 
strong  m.irketing  strategy.  "A  lot  of 
this  job,"  s  :i'  says,  "is  what  I  call  persis- 
tent evangi-'^'-.m." 

Young  is  u  '  ull-time  GM  employee  and 
one  of  GM's  to  ranking  female  execu- 
tives. But  she  sOW  consults  for  her  old 
employer,  Grey  Advertising  Inc.,  and  re- 
mains chairwoman  of  Grey's  consumer 
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GM'S  NEW  FACES 

Shirley  Young  is  pressing  the  big  carmaker's  divisions  to  differ- 
entiate their  marketing  images,  using  the  following  themes: 

Division 

Brand  marketing  image 

BUICK 

Premium  American  motorcar 

CADILLAC 

Standard  of  luxury  worldwide 

Chevrolet 

More  than  the  customer  expects 

Oldsmobile 

Innovative  technology 

PONTIAC 

Performance-oriented  to  young  people 

DATA;  COMPANY  REPORTS 


market-research  subsidiary — a  highly 
unusual  arrangement. 

The  new  ad  campaign  is  the  most  far- 
reaching  effort  by  Young,  who  was 
hired  in  1988  by  Chairman  Roger  B. 
Smith  to  help  make  the  company  more 
responsive  to  consumers.  GM  can  certain- 
ly do  with  a  jolt  of  consumer  conscious- 
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ness:  Its  car  market  share  slipped  fr  tepovi 
44%.  in  1984  to  35%  last  year.  Althou 
that  share  rebounded  slightly  this  ye 
GM's  own  studies  indicate  that  consi;|{(i  ir. 
ers  remain  reluctant  to  buy  its  cars 
cause  of  quality  concerns.  Young  thiilmivi: 
the  public  perception  now  lags  beh 
reality.  Her  mandate,  she  says,  is  to 
verse  that  perception. 

GM  isn't  the  only  carmaker  whose  w|i.  Div 
ries  about  losing  touch  with  consum 
led  it  to  raid  Madison  Avenue.  In  19 
Chrysler  Corp.  hired  Laurel  Cutler 
vice-president  for  consumer  affairs.  (Ji  \m 
ler  has  stayed  on  as  vice-chairman 
New  York  agency  FCB/ Leber  Katz  P; 
ners  while  working  two  days  a  week 
a  consumer  advocate  at  Chrysler  Co 
But  Chrysler's  marketing  is  handled 
other  top  executives,  while  Young 
expanded  her  role  to  encompass  much 
GM's  marketing.  She  has  become  hea' 
involved  in  such  areas  as  new-prod 
launches  and  dealer  relations. 
NEW  MODELS.  Young  brings  a  relentl 
drive  to  this  task.  Born  in  Shanghai, 
is  the  daughter  of  a  Chinese  diplon 
During  World  War  II,  when  Young 
seven,  her  father  was  executed  in 
nila  by  Japanese  occupation  troops, 
emigrated  to  the  U.  S.  with  her  sur 
ing  family  at  the  age  of  10,  and  \i 
attended  Wellesley  College. 

In  1959,  she  joined  Grey  Advertisin 
research  department  and  helped  pion 
the  use  of  attitudinal  studies  in  consi  ([j,. 
er  market  research.  Her  method.  Mar 
Target  Buying  Incentive  Studies,  h( 
packaged-goods  companies  such 
Procter  &  Gamble  Co.  and  Gem 
Foods  Corp.  understand  how  consum 
go  from  thinking  about  a  product  to 
tually  buying  it.  She  started  cons 
ing  with  GM  in  1985;  one  early  achi( 
ment  was  pushing  for  such  projects 
roadside  assistance  services  and  a  1  \^^^^ 
free  hotline  for  Cadillac  owners 

At  GM,  Young  supported  the  de 
opment  of  two  new  Oldsmobile  nd 
els:  the  Bravada,  a  sport/utility  vii 
cle,  and  the  Silhouette  minivan.  Tha 
are  expected  to  become  more  dist|| 
five  brands  than  similarly  styled  rrB 
els  now  marketed  through  other  w 
divisions  (table).  "Those  divisioi 
identities  have  been  blurred,"  s| 
Christopher  W.  Cedergren,  an  ana' 
at  J.  D.  Power  &  Associates  Inc.  ' 
is  the  first  sign  in  about  20  years 
GM  is  having  success  in  bringing  bj 
identities  to  its  divisions."  \ 
But  first  comes  the  quality  campa^n 
Not  only  is  it  meant  to  change  GM's  [h 
lie  face  but  also  it's  supposed  to  get  ( ;'; 
608,000  employees   firmly  behind  ae 
push  to  regain  market  share.  Yoi|^, 
kicked  off  the  campaign  in  early  Ma; 


iy( 
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ing  a  videotaped  message  from  in- 
ng  Chairman  Robert  C.  Stempel  to 
lillion  employees  and  dealers.  It  was 
;eptive  audience:  "This  is  something 
e  wanted  for  a  long  time,"  says 
M.  Newman,  of  Newman  Chevro- 
eo  in  Cedarburg,  Wis. 
it  everything  is  sweetness  and  light, 
utives  at  GM's  ad  agencies  say  mid- 
marketing  staffers  in  GM's  various 
ions  chafed  at  having  to  subordinate 
marketing  plans  to  the  quality  cam- 
1.  Division  marketing  budgets  that 
d  have  been  spent  on  traditional 
lotion  efforts  were  cut  as  GM  began 
ding  heavily  on  the  new  campaign, 
t  Young  has  been  tenacious — both 
e  and  outside  GM.  "She's  very 
ig-willed  and  has  the  power  of  her 
ictions,"  says  Jay  W.  Qualman,  gen- 
director  of  advertising  for  the  Buick 
ion.  Although  she  eschews  the  trap- 
;  of  power — she  has  only  one  assis- 
and  a  simple  office — Young  clearly 
50wer,  or  at  least  access  to  it.  Her 
3  is  a  few  doors  away  from  those  of 
h  and  Stempel. 

D  REVIEWS.  Young  has  been  as  de- 
ling with  GM's  outside  ad  agencies 
ith  her  colleagues.  For  the  quality 
laign,  which  consists  of  nine  TV  com- 
ials  shot  in  locations  from  Arizona 
anada,  and  a  print  campaign,  she 
lated  an  extremely  tight  13-week 
action  deadline.  During  that  period, 
•ften  kept  senior  executives  Sean  K. 
latrick  of  McCann-Erickson  Inc.  and 
'  J.  Siano  of  N.W.  Ayer  Inc.  on  the 
e  for  four  hours  a  day.  She'd  even 
them  at  home  at  2  a.m.  to  bounce 

off  of  them.  Says  Siano,  with  an 
ring  laugh:  "The  only  problem  with 
ey  is  that  you  can't  keep  her  quiet 
enough  to  get  your  point  across." 
lile  Young  earns  kudos  for  her  re- 
!,  GM's  marketing  gets  mixed  re- 
3.  Analysts  and  advertising  critics 
lud  the  carmaker's  strategy  of  tacit- 
Imitting  that  its  quality  slipped  in 
i980s.  They  say  this  will  go  a  long 
to  reestablishing  trust  with  GM  cus- 
rs.  But  other  pros  think  GM's  quali- 
impaign  is  not  as  exciting  as  the 
ent  "Advantage  Chrysler"  ads, 
h  feature  Chairman  Lee  A.  lacocca 
mally  throwing  down  the  gauntlet 
le  Japanese.  And  GM's  product  ad- 
sing  hasn't  changed  much:  "It's  un- 
rising,  predictable,  fairly  handsome, 
in  no  way  scintillating,"  says  Bob 
ield,  a  critic  for  Advertising  Age. 
le  key  element  of  GM's  quality  strat- 
is  beyond  Shirley  Young's  control: 

company's  engineers  must  make 

on  their  claim  that  their  cars  are 
!r.  It's  up  to  them  to  put  Young's 
m  on  the  road  to  success. 

By  Mark  Landler  in  New  York,  with 
iy  Zellner  and  James  B.  Treece  in 
nt 


"Something's  got  to  go,  Fenton. 
You,  me  or  this  inventory—  and  it's  not  going  to  be  me. 


CALL  EAL  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

EAL  -  Will  take  your  donated  material  and  use  it  to 
generate  scholarships  for  needy,  deserving 
students. 

EAL  -  Donations  could  mean  an  above  cost  tax 
deduction  -  IRS  Reg.  170(E)(3) 

EAL  -  Scholarships  are  given  in  the  donating 
corporation's  name. 

EAL  -  Leverages  your  gift  to  help  participating  colleges. 


Educations!  Assistance  Ltd.sM 

P  O  Box  3021  •  GLEN  ELLYN,  ILLINOIS  60138 


For  More  Di  liiils 
Call  708-690-0010 
Peler  Roskom 
Exccmivf  Dircc  ior 
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He  wrote  56  books,v\ 

edhis 


coun 


try.  Not  H 


The  ability  to  do  more 
than  one  thing  w  ell  is  otten 
the  difference  betw  een 
competence  and  excellence. 
In  the  case  ot  Winston 
I  Churchill,  it  w  as  the 
ifierence  betw  een 
excellence  and 
brilliance. 

As  a  w  ar 
.coiTespondent 
he  w  on  reno\\'n 
for  his  courage, 


I 


sent 


escaping  from  a  Boer  prison  camp  - 
South  Africa  and  crossing  300  mi 
of  enem\-  territorw  As  an  outspok 
Cabinet  Minister,  he  championed - 
the  development  of  the  militan'  taM^ 
As  a  historian  he  w( 
the  first  Nobel  prize  for 
Literature  e\  er  aw  arded  {  r^^ 
the  quality  o\  the^po^  gn 

word  as  well  as  th 
w  ritten  word. 

As  a  politician  1  prjir 
pei"sonified  the  will  of 
nation,  leading  Brita 
to  her  finest  ho 


Telecommunications        Injormation  Services        Mobile  CommunicatiA,^, 
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;he  Nobel  prize,  and 
for  an  amateur  painter. 


And  at  his  truest  love— painting— 
ilent  surprised  the  critics  and  his 
capes  were  hung  in 
restigious  Royal 
emy  of  Arts. 
Yet  it  wasn't  any  one 
3se  abilities,  but  all 

brought  together, 
made  Churchill 
tulF  of  which  legends 


HERE'S  HOWTHE  COMPANIES  OF 
BELLSOUTH  INTEGRATED  MANY  TALENTS 
TO  HELP  MULTI-LOCATION  BANKS. 


Dm. 

And  if  you  understand 
that  combination  of 
remarkable  talents  can  lead  to 
lence,  you'll  understand  the  vision 
llSouth. 

Individually,  the  companies  of 
outh  are  counted  among  the  best 
eir  field.  And  when  brought 
her  to  help  you,  they  can  provide 


tising  Services 


De\'eloped  a  cash  management  service  utilizing 
public  videotext  network  capabilit]-. 

.listed  in  acquisition,  implementation  and 
maintenance  oj  advanced  technology  for  retail 
deliven'  sj'stem  in  branch  locations. 

Integrated  automatic  number  identification 
technology  allowing  customer  access  to  his  data- 
base records  through  bank-based  s\'stems  integration 
software  focused  on  in-bound  telemarketing, 
customer  ser\'ice  and  technical  support 

Offered  I.S44  megabit  data  transport  between 
brge  banking  centers  and  headquarters  mainframe 
for  cost  effective  reliable  data  communications. 


integrated  solutions  to 
a  surprising  variety  of 
problems. 

Senior  industry 
executives  named  BellSouth  the  most 
admired  telecommunications  company 
in  America  for  the  past 
two  years  in  an  annual 
Fortune  magazine  survey. 
Which  means  if  you're 
looking  at  your  own 
business  and  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  for. 


After  all,  when 
you  can  surround 
a  problem  with 
remarkable 
talent,  successful 
solutions  can't  be 
far  away. 


BELLSOUTH' 


Everything  You  Expect  From  A  Leader'" 


MUTUAL 
FUNDS 

THE  BATTLE  FOR  YOUR  DOLLARS 


It  was  the  quarterly  marketing  conference  of  Oppenheimer 
Management  Group,  the  $13  billion  mutual  fund  family. 
I  EO  Jon  S.  Fossel  was  presiding.  The  question  on  the  floor: 
What  new  product  would  most  appeal  to  the  investing  public? 
A  "vulture"  fund  that  would  invest  in  the  casualties  of  the  LBO 
explosion?  Murmurings  of  unease.  Too  adventurous. 

No,  it  was  agreed,  the  public  doesn't  want  risk— or  even  the 
appearance  thereof.  The  public  wants  safety — something  like 
the  Oppenheimer  Equity-Income  Fund — and  it  wants  overseas 
stocks,  which  it  gets  iii  the  Oppenheimer  Global  Fund.  So  why 


THE  SCOREBOARD  OF  MUTUAL  FUND  FAMILIES  BEGINS  ON  PAGE  64 


The  logic  was  overwhelming: 


ttfa 


not  offer  both  in  one  fund'. 
Global  Equity-Income  Fund! 

The  new  Oppenheimer  Global  Equity-Income  Fund  has  yBr»i, 
to  jump  from  the  drawing  boards  and  join  the  2,300  oth  nfii 
mutual  funds  clamoring  for  the  public's  attention.  But  if  the 
was  ever  a  time  that  a  fund  could  be  woven  out  of  she 
marketing  legerdemain,  that  time  is  now. 

Mutual  funds  are  back.  It's  been  a  long  wait — three  years 
and  for  much  of  that  time  it  seemed  that  this  most  plebeian 
investment  vehicles  was  in  an  irreversible  slide.  The  sm 
investor  has  returned — reincarnated  as  a  mutual  fund  inv(  fei 
tor — and  ever>-  major  fund  group  is  pouring  money  into  expt  s'ai 
sive  advertising  campaigns  to 


keep  that  cash  pouring  in.  But 
one  major  reason  for  the  re- 
birth of  the  fund  industry  has 
nothing  to  do  with  marketing. 
Increasingly,  mutual  fund  in- 
vesting isn't  investing  in  the 
old-fashioned  sense  of  the 
word.  It's  saving. 

The  transformation  of  mutu- 
al funds  into  savings  vehicles 
can  be  summed  up  in  one 
word:  401(k).  The  401(k)  tax- 
deferred  savings  plan  is  re- 
placing and  supplementing  tra- 
ditional pension  plans  at  a  time 
when  mutual  funds  are  per- 
ceived by  the  investing  public 
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MUTUAL  FUND  SALE! 
HAVE  REBOUNDED. 


JAN'39 
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JAN'87  JAN'88 
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•TOIAL  STOCK  AND  BOND  SAIB  MINUS  SEDEMPTIONS,  HO' 
INCLUDING  REINVESTID  DIVIDENDS  AND  CAPITAl  GAINS 

DATA:  INVlSTMfNI  COMPANY  INSTnUIt 


*  People  are  looking 
for  pillars  in  front  of 
the  building,  they're 
looking  for  a  reputa- 
tion. The  brand 
name  is  becoming 
important' 

Michael  Hines 
FIDELITY 


The  older  genera- 
tion bought  individ- 
ual stocks  from  a 
broker  and  kept  its 
savings  in  passbook 
savings  accounts. 
The  new  generation 
was  brought  up  on 
mutual  funds' 

Jon  S.  Fossel 
OPPENHEIMER 


i 


.SENDING  ASSET  LEVEIS 
TO  RECORD  HEIGHTS... 


prudent  savings  vehicle.  With  the  rise  of  401(k)  plans 
g  a  spotlight  on  the  performance  of  mutual  fund  fam- 
s  a  w^hole,  BUSINESS  week  introduces  with  this  issue  an 
iive  fund  family  performance  Scoreboard  (page  64). 
jood  months  and  bad,  investors  have  been  snapping  up 
il  funds  at  a  rate  that 
.  been  seen  since  the 
'  days  of  early  1987 
s).  Net  sales  of  both 
and  bond  mutual  funds 
sales  minus  redemptions) 
3  $13.8  billion  during  the 
"our  months  of  the  year, 
and  executives  are  rejoic- 
5eventy-two  funds  have 
:heir  assets  at  least  dou- 
size  over  the  past  year, 
funds  in  the  hottest 
-European  stocks — gain- 
5  much  as  8,600%  (table, 
60).  A  year  ago,  just  23 
il  funds  could  boast  a 
ing  of  assets. 
.ITZ.  The  stock  market's 
idvance  in  1989,  the 
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JAN.'87  JAN;88 
k  BILLIONS  OF  DOLURS 


JAN,'89  m:w 

•STOCK  AND  BOND  FUNDS 


DATA  INVESTMENT  COMPANY  INSTITUTE 


march  of  overseas  markets,  and  the  strength  in  the  bond 
it  most  of  the  year  combined  to  fuel  an  explosion  in 
r  and  fixed-income  mutual  funds  that  began  late  last 
ind  has  continued  undiminished  into  1990.  Fund  families 
sizes,  from  mammoth  Fidelity  Investments  to  its  spunky 


Boston  neighbor,  the  Colonial  Group,  are  engaged  in  a  furious 
marketing  war.  In  the  first  four  months  of  this  year,  funds 
hiked  their  print-ad  dollars  by  70'^.  During  the  same  period, 
brokers  cut  their  print  advertising  dollars  by  3%,  with  most  of 
the  drop  coming  from  full-service  brokers,  according  to  consul- 
tants Competitrack  Databank  (table,  page  58). 

It's  a  cutthroat,  price-slashing  marketing  battle  familiar  to 
down-and-dirty  arenas  such  as  retail  groceries  and  computer 
hardware  but  rarely  seen  in  the  world  of  finance.  The  most 
ferocious  hostilities  are  between  Fidelity  and  Dreyfus  in  a 
struggle  for  dominance  of  money-market  mutual  funds.  Drey- 
fus is  absorbing  all  of  the  expenses  of  its  $8  billion  Worldwide 
Dollar  Fund,  thereby  boosting 
yields,  and  Fidelity  is  swallow- 
ing much  of  the  cost  of  run- 
ning its  Spartan  Money  Mar- 
ket Fund.  The  funds  have 
similarly  absorbed  fees  to  pro- 
mote their  single-state,  tax-ex- 
empt money-market  funds.  Al- 
though the  Fidelity-Dreyfus 
sparring  has  generated  the 
most  heat,  these  two  fund 
families  and  many  others 
have  quietly  redoubled  their 
efforts  to  attract  invest- 
ors to  stock  funds.  Among  eq- 
uity funds  alone,  print  ad- 
vertising nearly  tripled  dur- 
ing the  first  four  months  of 


...AND  NEW  FUNDS 
KEEP  SPROUTING 


TORY 


STOCK  AND  BOND  FUNDS 


JAM'S?  JAN.'88 
A  THOUSANDS 


iAN.'89  m.-IO 


DATA:  INVESTMENT  COMPANY  INSTITUTE 


1990,  as  compared  with  the  year  before. 

The  long-term  factors  that  are  draw- 
ing investors  to  mutual  funds  are  at 
least  as  powerful  as  any  ad  campaign. 
As  baby  boomers  get  older,  they  are 
stashing  away  more  cash — and,  unlike 
earlier  generations,  they're  turning  in- 
creasingly to  mutual  fund  groups  as 
savings  as  well  as  investment  vehicles. 
"The  older  generation  bought  individual 
stocks  from  a  broker  and  kept  its  sav- 
ings in  passbook  savings  accounts,"  Fos- 
sel  reflected  in  a  chat  after  the  Oppen- 
heimer  strategy  session.  "The  new 
generation  was  brought  up  on  mutual 
funds.  They're  converts." 
BURGEONING  MARKET.  To  a  large  extent, 
the  public's  growing  acceptance  of  mu- 
tual funds  as  a  savings  vehicle  has  taken 
place  at  work.  Increasing- 
ly, employers  are  signing 
up  with  fund  companies  to 
administer  their  401(k)  re- 
tirement savings  plans.  A 
401(k)  plan  gives  employ- 
ees an  opportunity  to  put 
aside  a  portion  of  their 
wages  on  a  tax-deferred 
basis.  Employers  fre- 
quently match  as  much 
as  100%  of  the  contribu- 
tions, which  may  not  be 
withdrawn  before  retire- 
ment without  incurring  a 
107'  tax  penalty.  These 
tax-deferred  savings  plans 
mainly  have  been  man- 
aged by  banks  and  insur- 
ance companies,  with  the 
lion's  share  of  the  cash 
tending  to  flow  into  guar- 
anteed investment  con- 
tracts. But  mutual  funds 
are  increasingly  making 
inroads  into  the  401(k) 
market. 

Estimates  of  the  size  of 
the  market  vary,  but  Money  Market  Di- 
rectories counts  2,033  401(k)  plans  with 
$142.6  billion  in  cash  as  of  yearend  1989. 
That's  more  than  a  507'  increase  in  a 
year's  time,  and  the  potential  for  growth 
is  enormous.  The  size  of  the  untapped 
market  is  huge,  perhaps  as  much  as 
$100  billion.  Thousands  of  companies, 
mainly  smaller  and  younger  operations, 
have  not  yet  established  pension  plans  of 
any  kind.  And  when  new  plans  are  es- 
tablisi^ed  these  days,  they  are  almost  al- 
ways "defined  contribution"  programs. 
Tradition;).!  pension  plans  are  "defined 
benefit"  pit^ns  ;n  which  companies  guar- 
antee a  benefit  at  retirement,  to  be  paid 
for  by  a  i)ension  fund  financed  by  em- 
ployer contributioiis. 

The  explosion  in  401(k)  pkms  adds  up 
to  cheery  new.-  f  )•  equity  funds— and 
the  stock  markc'     ecause  once  mutual 


funds  get  ahold  of  401(k)s,  plan  partici- 
pants commonly  buy  heavily  into  stock 
funds.  Even  if  only  half  of  the  $100  bil- 
lion in  new  401(k)s  goes  into  mutual 
funds,  and  only  half  of  that  is  put  in 
equity  funds,  that  would  still  be  $25  bil- 
lion poured  into  stock  funds — almost  the 
equivalent  of  two  Fidelity  Magellan 
funds.  Not  surprisingly,  fund  companies 
are  pursuing  401(k)  plans  with  vigor. 
"Eventually,  that's  where  the  business 
will  gravitate,"  says  Dreyfus  CEO  How- 
ard Stein.  "I  think  you're  going  to  see 
the  savings  area  grow  significantly  in 
the  1990s." 

In  every  aspect  of  the  fund  business, 
401(k)s  included,  the  major  player  is  Fi- 
delity. But  the  Boston  behemoth  has  had 
its   marketing   strategies  seriously 


MUTUAL  FUND 
ADVERTISING 
IS  SOARING 
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Advertising  spending  in  print* 
DATA,  COMPniTRACK  DATABANK 


BROKERAGES 

$9.6  $9.3 

MUTUAL  FUNDS 

$27.3  $46.3 

MILLIONS  OF  DOLLARS 


crimped  by  the  May  31  departure  of 
Peter  Lynch,  the  longtime  manager  of 
the  $13.9  billion  Magellan,  one  of  the 
best-performing  mutual  funds  in  history. 
Fidelity  has  deftly  handled  Lynch's  de- 
parture, emphasizing  the  competent  rec- 
ord of  his  successor  and  no  longer  ad- 
vertising the  fund.  Still,  executives  of 
competing  funds  agree  that  Lynch's  de- 
parture will  be  a  troublesome  element 
over  the  long  term — especially  if  the 
huge  fund  does  not  do  well  in  the  next 
year  or  so  under  its  new  manager,  Mor- 
ris Smith. 

BAD  TIMING.  Competing  fund  families, 
while  outwardly  downplaying  the  loss  of 
Lynch,  are  quietly  rubbing  their  hands 
with  glee.^  The  departure  of  Lynch  was 
"a  public  relations  nightmare,"  says  W. 
Gordon  Snyder,  vice-president  of  institu- 
tional marketing  for  Twentieth  Century 


Investors  Inc.  "Now,  we've  got  a 
number  of  customers  kicking  our  tii 
For  Fidelity,  the  main  harm  th; 
likely  to  come  from  the  loss  of  Lyn 
not  that  it  will  cause  redemptioni 
many  have  anticipated,  but  that  it 
hurt  Fidelity's  image  as  the  epicentd 
powerhouse  investing.  And  that  cout' 
have  come  at  a  less  opportune  timej 
There  has  been  a  fundamental  ch^ 
in  the  way  funds  are  being  sold — 
cially  in  the  competition  for  401(k) 
lars.  When  a  company  signs  up  a 
management  outfit  to  handle  its  r( 
ment-savings  plan,  it  is  buying  a  fa| 
of  funds,  not  just  one  fund.  As  a  re^' 
fund-management  companies  are  sen; 
themselves  as  institutions  directlyt 
Corporate  America.  Image  is  param 
Fortunately  for 
funds,  the  mutual  fu: 
dustry  has  been  sp| 
the  periodic  sea: 
that  have  weakened 
reputation  of  the 
kerage  industry.  ' 
pie  are  looking  for  pi 
in  front  of  the  buiL 
They're  looking  for  a^ 
utation,"  notes  Mici 
Hines,  vice-president  ' 
marketing   at  Fide.. 
"The  brand  name  isj 
coming  important." 

BEYOND  GLITZY.  It  II 

precisely  that  reason 
BUSINESS  WEEK  has  in 
ed  a  Fund  Family  S' 
board — to  look  beyonci 
marketing  glitz  and 
tematically  examine 
performance   of  fid 
within  each  family.  Tb  ■ 
a  comprehensive  ev; : 
tion  of  fund  families 
whole,  with  the  sole  c'u 
rion  being  performanr- 
not  the  hard-to-quantify,  though  ncii 
significant,  area  of  customer  servicen 
bookkeeping. 

The  Scoreboard,  which  begins  on  .g 
64,  is  based  on  statistics  compilecb 
Morningstar  Inc.,  the  Chicago  firm  i? 
tracks  funds  in  BUSINESS  week's  aiu 
Mutual  Fund  Scoreboard.  Morninj:[i 
examined  the  performance  of  the  f  i" 
of  every  management  company  thatiS 
three  or  more  nonindustry-specific  t)f 
funds  or  three  taxable  bond  funds.  '1' 
performance  figures  were  adjustecfc 
the  size  of  the  assets  of  each  mia; 
fund.  In  effect,  the  Scoreboard  evalite 
the  funds  in  each  family  as  if  they  a 
one  large  stock  or  bond  fund. 

The  results  of  the  survey  are  suifi 
ing  in  at  least  one  respect.  Despitfth 
long-term  stellar  performance  of  Mje. 
Ian,  Fidelity  can  claim  only  second  ]»e 
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THE  INDUSTRY  ODDBAU  BEHIND  VANGUARD'S  SUCCESS 


■  Mhen  Vanguard  Group  Chair- 
man  John  C.  Bogle  turned 
f  IV  60  last  year,  friends  found 
perfect  gift:  a  clerical  collar.  "They 

mine  seemed  to  be  getting  a  little 
t,"  he  smiles.  Bogle,  well  known  in 
ual  fund  circles  for  preaching  the 
3el  of  low-cost  investing  to  anyone 
I  will  listen,  even  gets  letters  ad- 
ised  to  "St.  John." 
e  has  plenty  of  reason  to  feel  a  tad 
teous  these  days.  While  other  mu- 

fund  groups  are  advertising  heavi- 
.nd  absorbing  fees  on  money-mar- 
funds  to  snare  customers,  Bogle's 
guard  has  remained  prosperously 
re  the  fray.  By  sticking  to  what  he 
5  best — running  low-fee,  no-load 
;ual  funds — Bogle  has  watched 
iguard's  assets  i\imh  at  a  pace  that 
lid  make  most  fund  executives 
)1.  Vanguard  grew  from  $2.4  billion 
50  billion  in  the  past  decade  and  is 
inning  to  pose  a  serious  challenge 
he  IBM  of  mutual  funds,  Boston's 
;lity  Investments. 

tellar  performance  is  one  reason 
this  spectacular  grovrth.  Vanguard 
is,  led  by  the  top-performing  Wind- 
Fund,  gained  an  average  of  19.1%  a 
r  over  the  past  10  years,  making 
iguard  the  No.  3  fund  family  in  the 
INESS  WEEK  Fund  Family  Score- 
rd  (page  64).  But  Bogle's  image  of 
)orate  rectitude  also  looms  large. 

has  been  outspoken  in  railing 
inst  industry  practices  he  considers 
air  or  misleading.  "He's  feisty  and, 
•e  often  than  not,  his  heart's  in  the 
it  place,"  says  Kathryn  B. 
jrath,  director  of  the  Securities  & 
hange  Commission's  investment- 
lagement  division, 
ately.  Bogle  has  taken  on  Dreyfus 

Fidelity,  complaining  that  the  fund 
its  have  artificially  boosted  money- 
•ket  yields  by  absorbing  operating 
enses.  Since  they  could  reimpose 
costs  at  any  time,  Bogle  labels  the 
ztice  misleading  and  a  "gimmick,"  a 
rge  they  reject.  He  rails  at  exces- 
i  fees  and  redemption  penalties  that 
shroomed  with  the  industry's  huge 
wth  in  the  1980s.  "He  enjoys  being 
burr  under  the  saddle,"  says  James 
liepe,  a  former  Vanguard  executive 
r  at  T.  Rowe  Price  Associates, 
iogle's  contentiousness  is  calculat- 
It  wins  Vanguard  the  sort  of  atten- 
i  rivals  spend  heavily  on  advertising 
?et.  Fidelity  outspends  Vanguard  9 
.  on  print  ads  alone.  Vanguard  exec- 
^es  say.  Instead,  Bogle  focuses  on 
ting  costs  to  the  bone.  Vanguard's 


Rill 


overall  expense  ratio, 
0.35%,  is  well  below  the  in- 
dustry average  of  1.1%. 
Vanguard  for  years  hired 
young  staffers  cheaply, 
and  wags  around  its  Val- 
ley Forge  (Pa.)  headquar- 
ters used  to  say:  "Army, 
Navy,  Vanguard:  a  great 
place  to  start." 

Pay  has  been  upped  and 
turnover  reduced,  but  Bo- 
gle still  encourages  such 
practices  as  using  under- 
size  stationery  to  save  on 
postage.  Vanguard's  nov- 
el structure  also  promotes 
economy:  The  funds  own  a  not-for- 
profit  administrative  subsidiary.  Van- 
guard Group,  which  operates  them  at 
cost.  Portfolio  managers  often  are 
hired  from  the  outside  on  contract. 
BOOTSTRAPS.  Bogle's  penny-pinching 
has  sometimes  gone  too  far.  A  few 
years  ago.  Vanguard  was  losing  the 
salespeople  who  market  its  funds  to 
corporate  401(k)  plans.  Bogle  balked  at 
matching  the  pay  they  could  get  else- 
where. And  the  company's  growth  in 
institutional  sales  was  for  a  time 
slowed  by  inadequate  data-processing 
facilities.  Pay  is  now  competitive,  and 
computers  are  state-of-the-art.  Van- 
guard executives  say.  And  institutional 
clients  now  account  for  nearly  one- 
third  of  the  money  Vanguard  manages. 

Bogle's  hard-nosed  approach  to  costs 
may  be  a  byproduct  of  his  background. 
Born  into  a  poor  family  at  the  start  of 
the  Depression,  he  won  scholarships  to 


'Competitiveness 
runs  right  through 
[Bogle's]  whole  life, 
He  takes  it  very 
hard  if  he  loses  at 
squash,  and  he's  a 
hell  of  a  squash 
player' 

Burton  G.  MaUdel 
VANGUARD  DIRECTOR 


Blair  Academy  and  then 
Princeton  University.  He 
graduated  magna  cum 
laude  in  economics  in 
1951 — and  wrote  his  un- 
dergraduate thesis  on  mu- 
tual funds.  He  worked  for 
Wellington  Management 
Co.,  rising  to  president. 
He  organized  Vanguard  in 
1974. 

Bogle's  nearly  rags-to- 
riches  background  helped 
shape  his  scrappy  ap- 
proach to  the  fund  busi- 
ness— and  everything 
else.  "Competitiveness 
runs  right  through  his  whole  life," 
says  Princeton  Professor  Burton  G. 
Malkiel,  a  longtime  friend  and  Van- 
guard board  member.  "He  takes  it 
very  hard  if  he  loses  at  squash,  and 
he's  a  hell  of  a  squash  player."  Exces- 
sive modesty  is  not  one  of  Bogle's 
vices.  He  once  gave  Vanguard  execu- 
tives a  book  of  his  speeches  as  a  gift. 

For  investors,  Bogle's  headstrong 
ways  clearly  have  paid  off.  And,  much 
as  competitors  may  grouse  about  Bo- 
gle, they  often  copy  him.  For  example, 
rivals  now  are  mimicking  market-index 
funds  he  pioneered  in  1976  for  the 
small  investor.  Says  James  M.  Ben- 
ham,  chairman  of  the  Benham  Group 
of  funds,  based  in  Mountain  View, 
Calif.:  "He's  the  standard  by  which  all 
of  us  are  judged."  Not  bad  for  some- 
one who  gets  a  lot  of  people  hot  under 
their  nonclerical  collars. 

By  Joseph  Weber  in  Philadelphia 


STORY 
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in  the  rankings  over  10 
years.  The  top  spot  is  held 
by  the  stolid  and  relatively 
obscure  AMEV  mutual  fund 
group,  which  is  based  in 
Minneapolis. 

Over  five  years,  the  best 
performer  has  been  Scud- 
der  Stevens  &  Clark,  a  Bos- 
ton-based fund  group  that 
has  long  been  overshad- 
owed by  the  giant  Fidelity. 
Scudder  is  a  leading  pur- 
veyor of  international 
funds,  including  the  Japan 
Fund.  Douglas  M.  Loudon, 
Scudder's  chief  equity 
strategist,  notes  that  the 
company  prides  itself  on  a 
long-term  point  of  view: 
"Obviously,  we're  conscious 
of  price.  But  if  we  buy  a 
stock,  and  the  price  does 
nothing,  we're  willing  to 
wait  it  out." 

Also  looming  large  are 
the  lAl  fund  group,  a  neigh- 
bor of  AMEV's  in  Minneapo- 
lis; Merrill  Lynch  Asset 
Management;  the  aim 
Group;  and  Twentieth  Cen- 
tury. Janus,  a  respected 
fund  group  with  several 
well-performing  growth 
funds,  rose  to  the  top 
in  1989. 

Fidelity's  performance 
loses  quite  a  bit  of  luster 
when  Magellan  is  excluded 
from  the  calculations.  Since  the  Morn- 
ingstar  performance  numbers  are 
weighted.  Fidelity's  figures  are  heavily 
influenced  by  Magellan.  Many  investors 
have  been  disregarding  Magellan's  rec- 
ord in  deciding  whether  to  place  money 
in  the  fund,  though,  on  the  theory  that 
its  historic  performance  is  irrelevent 
now  that  Lynch  is  leaving. 

With  Magellan  e.xcluded,  Fidelity's 
gain  drops  to  17.4%  over  5  years 
and  17.67"  over  10  years.  That's 
better  than  the  16.8%  average 
achieved  by  nonsector  mutual 
funds  over  5  years  and  the  15.4% 
they  grew  over  10  years.  But  it's 
just  a  hair  over  the  17.5%  annual 
return  of  the  Standard  &  Poor's 
500-stock  index  over  10  years, 
and  it's  nearly  3  percentage 
points  beneath  the  S&P's  20.3% 
annual  gi^'m  over  five  years. 
K  RATSON.  Nevertheless,  if  any 
funii  ■^rovu  can  withstand  a  blow 
like  the  departure  of  an  ace  fund 
manager,  it's  Fidelity.  The  close- 
ly held  group  :<til!  has  the  most 
formidable  marketing  apparatus 
in  the  industry,  and  nowhere  is 


'Obviously,  we're 
conscious  of 
price.  But  if  we 
buy  a  stock  and 
the  price 
does  nothing, 
we're  willing 
to  wait  it  out' 

Douglas  M.  Loudon 
SCUDDER 


that  more  apparent  than  in 
its  early  lead  in  the  401(k) 
business.  As  of  Mar.  31,  Fi- 
delity's mutual  funds  held 
$18  billion  in  401(k)  assets- 
more  than  twice  the  $7  bil- 
lion they  had  at  the  begin- 
ning of  1989.  Fidelity  won't 
predict  how  big  this  busi- 
ness will  get,  but  "if  we  do 
everything  right,  we  expect 
everything  to  continue," 
says  Robert  L.  Reynolds, 
president  of  Fidelity  Insti- 
tutional Retirement  Ser- 
vices Co.,  a  subsidiary  cre- 
ated early  last  year  to 
establish  a  foothold  in  that  market. 

Fidelity  has  created  some  special  vehi- 
cles for  401(k)  money — notably  an  equity 
index  fund  not  available  to  the  general 
public  that  has  garnered  $365  million  in 
assets  in  two  years'  time.  But  most  of 
the  institutional  assets  have  flowed  into 
retail  funds — Magellan,  of  course,  as 
well  as  Fidelity's  Puritan  and  Overseas 
funds.  One  401(k)  favorite  is  the  Equity- 


THE  FASTEST-GROWING 
MUTUAL  FUNDS 


Fund* 

Asset  size 
3/31/90 
Millions 

Percent  change 
since  3/31/89 

G.T.  EUROPE  GROWTH 

$1277 

8646% 

STRATEGIC  INVESTMENTS 

590 

1241 

TRANSAMERICA  TECHNOIOGY 

59 

939 

JANUS  TWENTY 

84 

884 

GABELLI  GROWTH 

147 

536 

DEAN  WinER  STRATEGIST 

136 

516 

G.T.  INTERNATIONAL  GROWTH 

257 

468 

FINANCIAL  STRAT.  EUROPEAN 

35 

459 

FIDELITY  SEL  ELEaRONICS 

32 

434 

VANGUARD  EQUITY-INCOME 

382 

376 

'Excluding  funds  with  multiple  classes  of  shares 

DATA:  MORNINGSTAR  INC. 

Income  Fund:  Half  of 
$4.7  billion  in  assetsigi 
401(k)  money.  It's  the  kd 
of  money  that  fund  mann- 
ers like  best.  "It's  very  :  i 
ble — not  hot  money"  tha 
constantly  being  shifo 
about,  notes  Reynolds.  , 
Fidelity  hasn't  skim  • 
on  resources  in  its  effor  i 
snare  a  greater  portionji 
this  market.  Its  institut -. 
al  subsidiary  has  400 
ployees  that  were  siphox 
from  other  areas,  and  's 
backed  by  24-hour  phe 
service  and  special  backf- 
fice  systems.  For  Fidel 
401{k)s  are  a  perfect 
since  they  require  the  k 
of  operational  expert 
data  processing,  and  rf<:i 
keeping  acumen  that  are  Fidelity's  hr 
and  butter.  The  problem,  at  least  li 
the  standpoint  of  Fidelity,  is  thai  i : 
also  the  strong  point  of  a  lot  of  ot, 
mutual  funds.  "All  you  have  to  do  i.- 
a  Pensions  &  Investments  Age,  ami 
ery  ad  deals  with  401(k)s,"  notes  Ro 
olds  ruefully. 

SERIOUS  RIVALS.  Indeed,  Fidelit\  is 
ting  a  run  for  its  401(k)  money  f  i 
some  of  the  fund  industry's  sera]  1)1 
competitors— Vanguard,  T.  Rowe  I'l 
and  Merrill  Lynch,  with  Twentieth 
tury  Investors  and  Colonial  among  i:, 
slew  of  other  fund  groups  snappinjat 
its  heels.  Merrill  is  a  particularly  set- 
rival  because  its  mutual  fund  401(k). 
sets  have  reached  $2.1  billion — t\ieti 
what  they  were  a  year  ago.  The  stef 
push  has  been  even  greater  at  ^iB- 
guard,  the  leading  purveyor  of  no-'ad 
mutual  funds.  Vanguard  offers  insai- 
tions  about  30  of  its  57  funds,  and  t 
group  has  accumulated  about  $10  In 
in  401(k)  assets — one-fifth  of  the 
it  manages. 
Competing  for  401(k)  business  cai 
tough.  While  many  compal 
treat  their  employees'  save 
plans  with  benign  neglect,  nt  ■ 
take  an  activist  role  and  rai!' 
demanding  clients.  One  pic. 
customer  is  Tandem  Compu| 
Inc.  "We  wanted  employee 
be  able  to  manage  their  m(!ii>  ; 
the  fund  on  an  everyday  bu;;. 
says  Susan  J.  Cook,  a  Tan.'i 
vice-president.  "In  most  4(|ti 
plans,   you   can  manage  w 
money  only  once  a  quarter,  in- 
ployees  want  to  be  able  to  caon 
a  Tuesday  to  move  from  Fur  A 
to  Fund  B."  Tandem  wounciup 
with  Merrill  Lynch — which,  in 
like  other  fund  groups,  offwd 
Tandem  employees  a  choici-ofe; 
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non-Merrill  funds,  as  we 

Bui  despite  the  house- 
keeping headaches  involved 
in  maintaining  4()l(k)  {)lans, 
the  crucial  advantixge  of  the 
business  is  that  it  bids  fair 
to  free  mutual  funds  from 
the  vagaries  of  stock  mar- 
ket spasms.  Statutory  limi- 
tations on  withdrawals  are 
one  obvious  benefit,  but  so 
is  the  flip  side.  In  times  of 
market  miasma,  401(k)  mon- 
ey piles  in  even  when  phone 
lines  are  silent,  and  brokers 
are  playing  stud  poker  to 
kill  time. 

To  keep  it  that  way,  fund  companies 
resort  to  slick  internal  advertising  cam- 
paigns. Vanguard  plies  employees  with 
individually  Uiilored  brochures,  posters, 
and  pamphlets.  The  fund  group  also  pro- 
vides seminars  for  employees  to  educate 
them  on  how  the  plans  work.  At  Federal 
l'].\press  Corp.,  Vanguard  designed  a 
poster  in  FedEx  colors,  featuring  little 
trucks  rushing  about,  to  promote  the 
program.  "In  a  way,  we're  much  more 
master  of  our  own  fates  on  the  institu- 
tional side,"  says  James  H.  Gately,  Van- 
guard's -senior  vice-president  for  institu- 
tional sales  and  service.  "If  we  do  a 
good  job  of  managing  money,  communi- 
cating the  program,  and  providing  up-to- 
date  record-keeping  systems,  we  will  get 
a  meaningful  share  of  the  market,  no 
matter  what  the  stock  and  bond  mar- 
k(  ts  do." 

That's  a  special  allure  for  the  vast 
ijority  of  midsize  fund  families — 


'IventuaUy,  [401(k) 
plans]  are  where 
the  business  will 
gravitate.  I  think 
you're  going  to  see 
the  savings  area 
grow  significantly 
in  the  1990s' 

Howard  Stein 
DREYFUS 


groups  with  a  few  billion  in 
assets  that  don't  draw 
much  in  fees  from  money- 
market  operations  when  the 
market  turns  sour.  One  ex- 
ample: Twentieth  Century 
Investors,  a  Kansas  City- 
based  operation  with  $7.6 
billion  under  management, 
mostly  concentrated  in  sev- 
en well-regarded  equity 
funds.  Twentieth  Century 
wants  to  double  its  401(k) 
business  over  the  next  four 
or  five  years.  With  the  big 
boys  in  the  industry  locking 
up  the  larger  company  ac- 
counts, Twentieth  Century  is  targeting 
companies  with  100  to  1,000  participants. 
So  far,  at  least,  it  hasn't  run  into  many 
of  its  colleagues  in  the  fund  biz.  "We're 
really  not  beating  each  other  up,"  says 
marketing  maven  Snyder.  "We're  beat- 
ing banks  up.  We're  beating  insurance 
companies  up." 

COMPANY  COMING.  But  fund  families 
such  as  Twentieth  Century  that  are  tar- 
geting small  businesses  are  soon  likely 
to  find  themselves  in  the  arena  with  a 
long  list  of  other  fund  families.  Small 
businesses  are  the  major  growth  area 
for  mutual  funds  seeking  to  expand 
in  the  401(k)  market,  and  for  a  very 
simple  reason:  Vast  numbers  of  small 
companies  don't  yet  have  401(k)  plans. 
"You  have  a  situation  where  401{k) 
plans  are  at  757'  of  companies  with  a 
thousand  or  more  employees,  but  at 
just  207  of  small  businesses,"  notes  Ste- 
phen Gerokoulis,  who  was  recently  hired 


to  direct  the  401(k)  marketing  effo 
the  Colonial  fund  group  in  Boston, 
nial  is  aiming  at  the  truly  small  ent  a 
the  market — 500  employees  or  less,  j 
barrier:  Because  of  the  administra  f 
burden,  "defined-contribution"  plans  i 
401(k)s  are  pricey  for  small  business(  t 
as  high  as  $150  a  year  per  particip  \\ 
notes  Gerokoulis. 

That's  expensive.  And  as  the  field  \  c 
crowded,  firms  may  be  tempted  to  c  s 
pete  on  price — or  even  service.  "Yo  " 
got  to  have  accounting  systems  i 
work,  statements  that  go  out  on  ti 
You've  got  to  integrate  your  operat: 
with  their  payroll  systems,"  says  D 
fus  CEO  Stein. 

Also  mighty  costly  is  the  public  b 
between  Dreyfus  and  Fidelity.  The 
fund  giants  recently  expanded  their  cl 
petition  into  the  realm  of  index  fun* 
both  popular  products  for  401(k)  pVM 
as  it  happens — and  they're  contimi: 
their  fight  for  the  money-market  dot 
In  that  realm,  Dreyfus  and  Fidelity  hji' 
lowered  or  waived  their  fees  to  b<t 
yields — a  "loss  leader"  marketing  ta^ 
that  supermarkets  have  employed  \% 
success  for  many  years. 
SWALLOWED  COSTS.  But  money-marE 
funds  cost  more  than  rutabagas,  i 
waiving  a  0.2%  fee  on  the  $8  billi 
Worldwide  Dollar  Fund,  Dreyfus  ii 
goes  management  fees  to  the  tunec 
$16  million  a  year.  But  the  idea,  ajj; 
all,  is  to  bring  money  in  the  door — \v: 
the  expectation  that  inertia  will 
in,  and  that  the  cash  will  either  s; 
in  the  fund  after  fees  are  imposed  \\ 
at  worst,  be  transferred  within  i 
family.  And  Dreyfus  rejects  the  asM 
tion  of  Vanguard  CEO  John  C.  Bo  e 
that  boosting  yields  by  fee-waiving 
misleading  consumers.  "Every  day  [ 
fee  waiver]  is  done,  the  investor  be 
fits,"  says  Dreyfus  President  Joseph 
Martino.  "Whatever  yield  he  receiv 
he  receives." 

That  is,  in  fact,  the  moral  of  the  Mu 
al  Fund  Wars.  No  matter  who  win 
Fidelity  or  Dreyfus  or  Vanguard,  Tw 
tieth  Century  or  Scudder  or  Colonia 
the  investing  public  is  unlikely  to  lo 
Above  all,  the  expansion  of  mutual  ft 
401(k)  plans  among  small  busines; 
can't  help  but  sustain  the  stock  marl 
by  injecting  a  steady  stream  of  ce 
into  equity  funds.  And  at  a  time  wh 
the  choices  for  small  investors  are  cru 
bling  every  day — as  real  estate  mark' 
decline  and  savings  and  loan  assoc 
tions  go  belly-up — the  action  at  the  frc 
is  a  refreshing  change.  It's  a  bat 
where  the  public's  best  strategy  is 
relax  and  enjoy  it. 

By  Gary  Weiss,  with  Jon  Friedman, 
New  York,  Keith  H.  Hammonds  in  Bast 
and  bureau  reports 
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To  send  a  gift  of  J&B  anywhere  in  the  U.S.,  call  1-800-528-6148;  Void  where  prbhibited. 
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HOW  THE 
FUND  FAMILIES 
MEASURE  UP 


If  you  own  General  Motors  stock  and 
want  to  switch  to  Ford,  a  quick  call 
to  your  broker  will  take  care  of  the 
change.  But  moving  from  the  Fidelity 
Puritan  Fund  to  the  Twentieth  Century 
Select  Fund  or  the  Merrill  Lynch  Euro- 
fund  is  no  simple  task.  It  could  involve 
letter-writing,  bank  transfers,  and  pages 
of  application  forms.  Within  a  family  of 
funds,  moving  assets  is  no  more  difficult 
than  dialing  a  toll-free  number.  So  if 
you're  thinking  seriously  about  a  partic- 
ular fund,  it  pays  to  meet  the  family. 

That's  just  one  reason  why  BUSINESS 
WEEK  is  taking  a  look  at  112  families  of 
mutual  funds  and  how  they  measure  up. 
When  buying  a  mutual  fund,  the  savvy 
investor  should  know  not  only  how  that 
particular  fund  has  performed  but  also 
the  overall  track  record  of  the  fund  man- 
agers within  the  family.  A  well-run  mon- 
ey-management operation  will  foster  an 
environment  where  top  performers  will 
flourish.  BW  therefore  takes  a  complete 
look  at  family  fund  performance  over 
both  the  short  and  long  term. 

The  performance  data,  calculated  by 
Morningstar  Inc.,  don't  merely  average 
the  total  returns  of  the  funds  in  a  fam- 
ily. They  also  weight  the  returns  by  the 
amount  of  assets  in  the  fund.  So  the 
remarkable  track  record  of  the  Magellan 
Fund,  with  $13.9  billion,  counts  more 
than  20  times  as  much  as  the  record  of 
Fidelity  Growth  Company  Fund,  with 
$634  million.  Even  if  the  Fidelity  Blue 
Chip  Fund,  with  $122  million,  earned 
1007'  on  its  money,  it  would  not  make 
much  of  a  difference  in  the  fund  group's 
average  return.  (Nor  do  industry-specific 
"sector"  funds,  whose  performance  is 
more  a  function  of  industry  dynamics 
than  stock-picking  brilliance.)  Weighted 
averages  give  a  better  picture  of  how  a 
fv/rid  group's  investors  are  faring  than  a 
simple  average  of  all  funds'  returns. 
LONG  VIEW.  It  pays  to  note  that  the  big- 
gest fund  companies,  or  at  least  those 
with  the  biggest  marketing  budgets, 
don't  necessarily  achieve  the  best  re- 
sults. Tlianks  to  extensive  advertising. 
Fidelity  Inv.'stinents  and  Dreyfus  are 
well  knovvTi  to  the  investing  public.  But 
in  1989,  their  stock  funds  were  left  in 
the  dust  by  the  equity  funds  of  smaller 


THE  MUTUAL  Wm 


FAMILY  PERFORMANCE  This  table  tracks  the 
performance  of  every  fund  management  compa- 
ny that  operates  three  or  more  mutual  funds. 
Stock  and  bond  funds  are  calculated  separately. 
The  rankings  exclude  industry-specific  and 
precious  metals  funds,  tax-exempt  bond  funds, 
and  money-market  funds.  Within  each  family. 


large  funds  are  given  more  weight  tha 
funds,  in  proportion  to  the  size  of  thel 
Asset  v/eightings  are  adjusted  annual 
and  ten-year  performance  numbers  arel 
annual  return — change  in  net  asset  v(| 
reinvestment  of  dividends  and  capitj 
distributions. 


Stock  (Totol  return  %) 


Bond  (Totol  return  %) 


MUTUAL  FUND  FAMILY 

1990* 

1989 

5-Yr 

10- Yr 

1990* 

1989 

5-yr  sl 

ABT  GROUP  (8001  289-2281 

-4.0 

18.3 

16.2 

f 

ADVEST  ADVANTAGE  (800)  243  8115 

0.1 

20.1 

i 

AIM  (800)  347-1919 

1.3 

35.0 

21.1 

18.0 

-1.0 

5.3 

1 

ALLIANCE  CAPITAL  (8001  227  4618 

-2.6 

24.9 

19.0 

14.9 

2.9 

9.2 

1 

AMA  (8001  262-3863 

1.1 

21.0 

3.6 

8.5 

AMERICAN  CAPITAL  (800)  421-5666 

0.0 

28.8 

14.5 

16.7 

2.7 

13.0 

9.8  J 

AMERICAN  FUNDS  (800)  421-0180 

1.5 

27.6 

19.3 

17.9 

2.0 

10.2 

AMERICAN  NATIONAL  (800)  231  4639 

0.9 

24.5 

AMEV  (800)  872-2638 

0.9 

40.7 

19.7 

20.0 

BABSON  (800)  422-2766 

-3.4 

21.1 

17.5 

BENHAM  CAPITAL  (800)  321  8321 

6.8 

21.4 

BULL  &  BEAR  (800)  847-4200 

-1.8 

29.4 

CALVERT  (800)  368-2748 

1.1 

21.5 

3.7 

14.0 

CAPSTONE  (800)  441-9151 

0.1 

30.4 

CIGNA  (800)  562-4462 

0.8 

29.4 

-0.2 

7.5 

COLONIAL  (800)  248-2828 

0.3 

16.6 

13.0 

12.4 

3.2 

11.7 

10.6  f 

COMPOSITE  (800)  543-8072 

-3.0 

16.6 

DEAN  WITTER  (800)  869-3863 

1.2 

27.4 

18.8 

2.1 

9.8 

8.5  B 

DELAWARE  (800)  523-4640 

-1.6 

24.2 

17.7 

17.7 

-2.5 

3.9 

DFA  INVESTMENT  (213)  395  8005 

-0.2 

17.4 

DREYFUS  (800)  645-6561 

2.6 

22.9 

16.4 

14.9 

3.4 

12.5 

EATON  VANCE  (800)  225-6265 

6.5 

28.8 

16.3 

15.3 

0.8 

7.6 

ELFUN  (203)  357-4104 

2.2 

35.2 

ENTERPRISE  (800)  432-4320 

-0.3 

21.9 

EVERGREEN  (800)  235-0064 

-3.5 

16.3 

FEDERATED  (800)  245-5000 

-6.3 

16.2 

3.5 

12.0 

9.6  M 

FIDELITY  (800)  544-6666 

0.1 

28.0 

20.1 

19.5 

1.0 

8.8 

10.8  M 

FINANCIAL  PROGRAMS  (800)  525  8085 

1.9 

30.5 

16.7 

14.6 

-0.5 

6.7 

FIRST  INVESTORS  (800)  423  4026 

-7.5 

-5.4 

1 

FOUNDERS  (800)  525-2440 

-0.9 

38.1 

18.4 

16.0 

I 

FPA  (800)  421-4374 

-1.2 

23.7 

17.2 

1  ! 

FRANKLIN  (800)  342-5236 

-0.3 

14.8 

14.8 

14.7 

2.4 

10.5 

FUNDTRUST  (800)  344-9033 

-2.8 

18.7 

13.7 

1 

G.T.  GROUP  (800)  824-1580 

12.1 

42.0 

i 

GINTEL  (800)  243-5808 

-6.3 

20.7 

JOHN  HANCOCK  (800)  225  5291 

3.2 

23.7 

2.9 

11.6 

HARBOR  (800)  422-1050 

-0.7 

26.3 

1 

lAI  (612)  371  2884 

2.3 

28.6 

20.3 

1 

IDEX  (800)  237-3055 

-1.1 

43.5 

1 

IDS  (800)  328-8300 

1.7 

27.2 

18.1 

15.8 

0.1 

7.8 

1 1 .7  (B 

INVESTMENT  PORTFOLIOS  (800)  621  1048 

-0.6 

19.8 

IVY  (800)  235-3322 

0.6 

27.0 

1 

JANUS  (800)  525-3713 

0.4 

45.7 

TV 

KEMPER  (800)  621-1048 

0.3 

21.1 

13.3 

14.2 

1.8 

10.5 

11.9  (,' 

KEYSTONE  (800)  343-2898 

-0.5 

22.0 

15.2 

11.8 

-2.2 

2.8 

8.5  12 

KEYSTONE  AMERICA  (800)  343  2898 

2.8 

30.6 

-1.3 

5.5 

:>i 

KIDDER  PEABODY  (212)  510  5041 

2.0 

26.4 

LEGG  MASON  (800)  822-5544 

-4.7 

21.0 

h 

 i- 

LEXINGTON  (800)  526-0057 

1.9 

27.3 

18.4 

15.2 

LIBERTY  (800)  245-5051 

1.4 

10.5 

LORD  ABBETT  (800)  874-3733 

1.7 

23.1 

16.6 

2.1 

10.3 

MACKENZIE  (800)  456-51 1 1 

-1.6 

13.8 

MAINSTAY  (800)  522-4202 

-0.8 

18.9 

0.7 

7.2 

 ? 

MASSMUTUAL  (800)  542-6767 

1.0 

19.8 

ID 

MERRILL  LYNCH  (800)  637  3863 

1.0 

20.2 

20.3 

18.2 

3.7 

11.9 

METIIFE— STATE  STREET  (800)  882-0052 

1.1 

24.6 

2.8 

11.1 

Through  Apr.  30 
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RATIO  Expenses  for  1989  as  a  per- 
)f  average  net  assets.  Within  eoch 


son  Lehman  Government/Corporate  Bond  Index 
for  the  time  periods  that  appear  in  the  tables: 


rge  funds  are  given  proportionally 

S&P  500 

Bond  Index 

)ht  than  smaller  funds. 

1990  through  Apr. 

30  ... . 

-6.4% 

2.1% 

1989 

31.7% 

14,2% 

AND  BOND  INDEX  COMPARISON 

Five 

-year  average  1 

1985-89) 

20.3% 

1 

2.0% 

n  figures  for  the  S&P  500  and  Shear- 

Ten-year  average  (1980-89) 

17.5% 

NA 

Stock  (Total  retu 

rn  %) 

Bond  (Total  return  %) 

Exp.  ratio  % 

sID  FAMILY 

1990* 

1989 

5-Yr 

10-Yr 

1990* 

1989 

5-yr 

Stock 

Bond 

54-0266 

1.3 

31.7 

16.5 

15.0 

2.0 

9.6 

10.6 

0.70 

1.22 

ME  (800)  654-0266 

1,6 

28.0 

3.8 

11.1 

2.51 

1.97 

4.2 

12.6 

1,14 

JAL  fflnni  9'iT.T?Aft 

^OwL/J    LOO    \  jC**\J 

-3.2 

9.1 

2.73 

ERIES  (800)  553-3014 

-3.2 

15.0 

18.9 

0.67 

(800)  356-5535 

-0.8 

22.9 

16.2 

15.2 

1.26 

i  AND  RPRMAN  iRnn\  R77  0700 

-2.9 

23.7 

1 7. 1 

15-6 

0.97 

MPiU  (OUUJ  J^O-/  l*J** 

-2.6 

21.4 

18. 1 

1 8.5 

4.1 

1 1.7 

1.26 

1.30 

(414)  272-6133 

-1.5 

22.8 

0.82 

AFRICAN  SECURITY  (800)  872-8037 

-4.4 

18.8 

2.30 

0.6 

22.2 

1 7.0 

14.0 

-0.6 

6.6 

1.12 

1.02 

aciv  ^OL/vjj  J****  yo\/\j 

3.0 

17.2 

4.1 

8.3 

9.8 

1.82 

1.29 

E  (800)  451-8377 

2.0 

32.8 

3.3 

11.3 

1.06 

0.81 

300)  243-4361 

4.1 

25.8 

17.8 

7.2 

0.9 

11.3 

12.5 

1.03 

0.97 

001  'i'lA  lAAA 

-1.5 

3.8 

1.24 

AAi  AO  1 

5.3 

13.3 

0.60 

00)  225-6292 

-2.3 

22.3 

16.8 

0,76 

=RAY  (800)  333-6000 

3.1 

32.6 

1.30 

1  fHOOl  S99  7907 

2.6 

29.9 

0.0 

8.0 

1,73 

1.03 

HIVE  toUU)  OJO-DOQU 

0.8 

23.0 

1 7  7 

1.0 

6.5 

0.95 

0.96 

300)  247-4123 

-3.2 

15.1 

1.17 

r  MUTUAL  (800)  421-5666 

0.2 

21.2 

13.7 

12.8 

1.18 

kl.RA^MF  iRoni  99*;  1R^9 

1.5 

22.7 

1 9  ^ 

0.5 

8.8 

8.9 

1.83 

1,48 

afiOl  99  S  1  Sftl 

-0.1 

23.5 

1 7.8 

1 6.4 

1.9 

10.8 

10.0 

0.80 

0.88 

)  232-3863 

-1.6 

16.4 

1.20 

(800)  242-1421 

-0.7 

15.3 

2,48 

lOl  .d9A  A7TO 

-0.5 

22.1 

15  5 

14  5 

0,93 

-1.4 

23.8 

1 6  1 

16  5 

0.86 

800)  225  2470 

2.5 

27.6 

22.1 

17.6 

4.1 

12.8 

1.09 

0.89 

800)  888-2461 

-2.5 

23.4 

14.9 

13.7 

1.26 

2-5734 

0.0 

27.9 

3.8 

12.1 

0.54 

0.49 

fftOOl  991  94S0 

1.8 

28.8 

1 6  7 

1 4  5 

1.6 

7.8 

0.68 

1.11 

800)  282-3863 

2.0 

26.6 

17.9 

17.8 

0.85 

3-2044 

-3.2 

25.5 

1.84 

LFHMAN  HIITTHM  /flOOi  j^ii  90io 

-0.6 

24.2 

16  2 

2.4 

11.1 

9.5 

1.73 

1.40 

4.4 

14.7 

0.41 

JD  (800)  328-4735 

3.9 

35.8 

18.7 

13.7 

1.06 

M  (800)  424-8570 

-6.0 

23.7 

2.8 

3.2 

4.68 

OUU)  JJtS-ZJjU 

1.3 

34.3 

17.6 

1 5.3 

2.6 

1  1.0 

0.94 

0.82 

00\  "^AB  TQAT 
UUJ  OOO-JOOJ 

-10.1 

7.2 

-1.2 

6.3 

1.30 

1.15 

CA  (800)  858-8850 

-6.4 

16.9 

1.0 

7.8 

2.16 

1.78 

W  (ftOOl  9*^7  07Tfl 

1.1 

22.8 

1 9  ■] 

0.69 

MCKINNON  (800)  628-1237 

-0.2 

35.8 

2.8 

9.3 

1,79 

1.66 

ERICA  (800)  999-3863 

0.2 

23.0 

11.6 

3.1 

10.0 

1,83 

1.16 

CENTURY  INVESTORS  (800)  345  2021 

2.0 

41.1 

20.5 

1.00 

DO)  862-7283 

1.0 

17.7 

12.1 

12.2 

1.14 

6)  283-4122 

-1.1 

24.1 

18.7 

18.0 

-5.8 

-1.5 

9.4 

0.76 

0.73 

RVICES  (800)  873-8637 

-1.2 

23.9 

1 1.4 

2.11 

531-8000 

3.4 

21.0 

13.7 

1.01 

E  (800)  223-0818 

0.9 

28.3 

15.4 

14.0 

1.8 

10.9 

0.87 

0.78 

D  (800)  662-7447 

-2.4 

20.9 

19.2 

19.1 

3.0 

12.6 

11.2 

0.44 

0.32 

RGO  (800)  835-5472 

1.9 

18.4 

1.03 

E  (800)  666-0367 

-4.2 

24.1 

3.6 

11.6 

0.85 

0.61 

UTHERS  &  WINTHROP  (800)  225-8011 

-0.8 

23.7 

14.7 

12.7 

1,39 

223-3332 

-1.5 

25.3 

1.09 

0)  272-2700 

-4.6 

23.2 

1.8 

12.2 

2,19 

1.95 

vpr.  30 


DATA:  MORNINGSTAR  INC. 


companies,  such  as  Janus  Capital  Corp., 
up  45.7%,  and  AMEV,  up  40.7%..  Not  ex- 
actly household  names.  Both  companies 
run  a  small  number  of  funds  and  do  it 
very  well,  but  neither  has  the  breadth  of 
offerings  available  from  larger  groups 
such  as  Fidelity,  Vanguard,  or  Putnam. 

If  one  year  is  too  short,  consider  the 
five-year  performance.  That's  where  the 
Scudder  Stevens  &  Clark  funds  emerge 
as  the  best,  with  a  22.1%  average  annual 
gain.  Scudder,  with  45  analysts,  takes 
pride  in  its  formidable  in-house  research 
capabilities.  Scudder  also  benefited  from 
its  large  proportion  of  international 
funds,  which  just  had  a  strong  run. 

Among  the  bond  funds,  the  one-year 
runaway  winner  was  Benham  Capital, 
with  a  hefty  21.4%  return.  The  Benham 
offerings  include  zero-coupon  bond 
funds.  When  interest  rates  fall,  as  they 
did  during  1989,  such  funds  zoom.  For 
the  longer  haul.  Phoenix  Group  sports 
the  highest  average  annual  return, 
12.5%,  followed  by  Vanguard  Group, 
with  11.2%.  Only  five  fund  families  (not 
listed  in  the  Scoreboard)  have  track  rec- 
ords older  than  10  years.  Kemper  and 
Putnam  are  at  the  top,  with  an  annual 
gain  of  12.1%  a  year,  while  Fidelity 
gained  11.9%,  American  Capital  \\&%, 
and  Keystone  11.1%. 
LOW  OVERHEAD.  Even  with  a  long  list  of 
stock-  and  bond-fund  offerings,  not  all 
fund  companies  do  both  well.  Kemper, 
for  instance,  has  an  exemplary  record  in 
bonds — an  11.9^/'  average  annual  return 
for  the  past  five  years — but  it  has  been 
poor  in  equity  for  the  same  period,  only 
13.3%,  compared  with  20.3%  for  the  Stan- 
dard &  Poor's  500-stock  index.  Pruden- 
tial-Bache  has  a  fine  five-year  record  on 
stock  funds,  but  it  is  a  laggard  as  a 
manager  of  bond  funds. 

One  telling  figure  about  a  fund  com- 
pany is  the  expense  ratio,  which  you  find 
in  the  tables.  It  measures  expenses — 
management  fees,  administrative  ex- 
penses, printing  and  mailing  costs,  and 
the  like — as  a  percent  of  total  assets.  A 
low  expense  ratio  can't  make  up  for  poor 
portfolio  performance,  but  high  expense 
ratios  can  cut  into  your  returns.  Van- 
guard funds,  for  instance,  make  low 
overhead  a  matter  of  corporate  policy. 
The  group  has  the  second-lowest  ratio 
for  stocks,  0.44,  or  44(t  per  $100  of  as- 
sets, and  the  lowest  for  bonds,  0.32. 
Many  fund  groups  have  expense  ratios 
several  times  that  of  Vanguard's. 

These  numbers,  of  course,  shed  no 
light  on  a  fund  family's  level  of  service. 
Ultimately,  that  is  a  subjective  assess- 
ment. But  as  long  as  investors  hook  up 
with  a  fund  company  that  can  consis- 
tently produce  robust  returns,  they 
should  have  few  complaints. 

By  Jon  Friedman  in  New  York 
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PROXIES) 


AT  THE  GENERAL  MOTORS  ANNUAL  MEETING,  MORE  THAN  A  QUARTER  OF  STOCKHOLDERS  WHO  VOTED  OPPOSED  SOME  MANAGEMENT  PROPOSi 


SHAREHOLDERS  UHFURL  THEIR 
BAHHER:  'DOH'T  TREAD  OH  US' 


After  recent  gains,  activists  are  on  a  roll.  They're  making  their  voices  heard — even  in  Washington 


ski 


The  year  of  the  shareholder — that's 
how  many  activists  billed  1990's 
spring  proxy  season.  More  share- 
holders were  filing  more  resolutions 
challenging  more  management  actions 
than  ever  before.  More  investor  groups 
were  waging  more  proxy  fights  for  out- 
right corporate  control  or  for  board  rep- 
resentation than  ever  before.  Investor 
power  replaced  mergers  as  the  business 
headline  of  the  day,  albeit  in  smaller 
type,  since  the  sums  of  money  involved 
were  so  much  smaller. 

But  not  so  fast.  Although  proxy  sea- 
son isn't  quite  over,  shareholder  rhetoric 
seems  to  have  outstripped  reality.  "Man- 
agement is  still  getting  away  with 
bloody  murder,"  proclaims  Howard  D. 
.'Sherman,  manager  of  the  proxy  adviso- 
ry service  at  Institutional  Shareholder 
St  i  vices  Inc.  "There  are  still  so  many 
proposals  that  are  still  so  wrong  for 
shareholders. "  Meanwhile,  some  states, 
not-!.i;1y  Pennsylvania,  are  writing  stat- 
utes that  make  proxy  fights  as  well  as 
takeovers  difficult. 

And  some  corporations  are  digging  in 
their  heels  against  the  whole  sharehold- 
er-activist movement.  Contends  retiring 
General  Motors  Chairman  Roger  B. 


Smith,  who  voluntarily  put  a  plan  to  fat- 
ten executive  pensions  to  a  shareholder 
vote:  "This  is  probably  an  experiment  in 
corporate  governance  that  has  gone 
astray."  Smith  won  approval  of  the  plan 
on  May  25,  but  he  says  the  process  so 
distorted  the  issue  and  damaged  the 
company  that  GM  may  not  do  it  again. 
POISON  PILLS.  Yet  if  1990  has  not  lived 
up  to  its  advance  reviews,  it  is  still  a 
momentous  year  and  j)erhaps  the  real 
beginning  of  a  shareholder  era.  What 
started  in  the  mid-1980s  as  an  ad  hoc 
rebellion  by  public  pension  funds  against 
greenmail  payments  has  snowballed  into 
a  full-blown,  organized  movement  to 
watchdog  corporate  management  that 
now  includes  some  private  money  man- 
agers, such  as  Kemper  Financial  Ser- 
vices Inc.  Even  at  GM,  more  than  151 
million  shares — 27.4%  of  those  voting — 
were  cast  against  management  on  one 
proposal  or  another. 

Such  numbers  are  persuading  Corpo- 
rate America  to  take  activism  more  seri- 
ously. "We're  recommending  to  our  cli- 
ents not  only  that  they  pay  more 
attention  to  this  but  also  that  they  dig 
further  in  the  Wall  Street  labyrinth  and 
find  out  who  their  shareholders  are," 


C 
Mrs 


says  Ray  Lewis,  senior  vice-presideni  irje 
proxy  solicitors  Georgeson  &  Co.  "Wt 
telling  them  to  start  a  dialogue,  to  g( 
feel  for  what's  important  to  their  shi 
holders."  Lewis  isn't  alone.  Says  Eh 
W.  Johnson,  a  former  executive  v 
president  and  director  of  GM  now 
Kirkland  &  Ellis,  a  Chicago  law  firm 
think  the  '90s  are  going  to  be  the  age 
proxy  contests." 

This  year's  results  should  encourf  nam, 
shareholders  who  want  to  be  more  inJ 
ential  (table).  Virtually  across  the  boa 
shareholder  resolutions  on  matters 
corporate  governance — mostly  ask 
for  confidential  voting  of  proxies 
either  rescinding  poison  pills  or  putti 
them  to  a  vote — won  greater  support, 
Time  Warner  Inc.,  for  example,  so 
437'  of  the  shares  voted  in  favor  o: 
poison-pill  initiative.  Many  shareholdi  ijyi 
also  weighed  in  against  manageme 
sponsored  stock-incentive  measur 
They  passed,  but  experts  viewed  the  n 
votes  as  showing  discontent  with  m 
agement  for  proceeding  last  year  w 
its  pricey  merger  in  the  face  of  a  $20C 
share  cash  offer  for  Time  Inc.  from 
amount  Communications  Inc. 

In  some  cases,  shareholders  scor 
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rht  victories,  approving  resolutions 
ig  a  vote  on  poison  pills  at  K  mart 
and  Champion  International  Corp., 
xample.  Champion  was  especially 
icant:  CEO  Andrew  C.  Sigler  has 
an  outspoken  foe  of  hostile  take- 
,  and  many  saw  the  vote  as  a  repri- 
to  him.  And  these  wins  came  with- 
sing  a  proxy  solicitor  to  round  up 

a  result  unheard-of  a  year  ago. 
ixy-fight  results  were  just  as 
I— but  still  potent.  At  Lockheed 

and  USX  Corp.,  for 
pie,  management  re- 
,  challenges  but  then 
id  to  take  steps  to  ap- 

unhappy  sharehold- 
Even  if  these  things 

win,  management 
the  message,"  says 
•t  C.  Pozen,  general 
el  at  Fidelity  Invest- 
;,  the  mutuai  fund 
any.  "Management 
lave  a  more  focused 
now.  And  that  may 
5  right  result." 
.reholder  activism  is 
ig  a  lift  from  Wash- 
1,  too.  Treasury  Dept. 
lis  want  to  improve 
rate  governance  to 
ice  U.  S.  competitive- 
In  January,  Assistant 
r  Secretary  David 
je  Ball  endorsed  ac- 
1,  saying  it  was  the 
of  institutions  to  vote 
to  benefit  the  compa- 
ct management, 
er  years  of  neglect, 
ecurities  &  Exchange 
lission  also  is  start- 

0  act.  SEC  Chairman 
rd  C.  Breeden  says 
Ivors  revising  proxy 

to  level  the  playing 
between  shareholders 
management,  a  task 
under  way.  Just  as 
•tant,  the  SEC  this  year  broadened 
inds  of  issues  it  considers  outside 
scope  of  ordinary  business  and 
fore  appropriate  for  the  ballot.  It 
sed  itself  and  instructed  companies 
it  to  a  vote  measures  concerning 
n  parachutes.  And  it  allowed  share- 
rs of  cigarette  companies  to  vote 
hether  they  should  remain  in  that 
oversial  business. 

E  EYES.  Shareholders  hardly  needed 
;c  push.  They  already  had  offered 
ations  on  several  new  subjects,  in- 
ig  many  environmental  measures, 
ental  Petroleum  Corp.  shareholders 
,  on  a  proposal  to  set  a  mandatory 
iment  age  of  72  for  board  members, 

1  was  rejected.  (Several  directors 
ver  the  mark,  and  Oxy  CEO  Armand 
mer  is  92.)  And  the  $40  billion  Col- 


lege Retirement  Equities  Fund  (CREF) 
sponsored  a  measure  at  Pfizer  Inc.  prob- 
ing the  subject  of  "white  squires,"  big- 
block  shareholders  who  can  make  take- 
overs difficult.  The  proposal,  which  lost, 
would  have  required  shareholder  approv- 
al of  any  placement  of  more  than  10%  of 
a  company's  shares. 

Look  for  more  issues  next  year.  The 
Council  of  Institutional  Investors,  a 
group  of  big  public-pension  funds,  is 
considering  two  executive-compensation 


A  FEW  MILESTONES  IN  THE 
1990  PROXY  SEASON 


ARMSTRONG  WORLD  INDUSTRIES  A  bitter  fight  for  control  between 
management  and  Canada's  Belzberg  brothers  yielded  the  election  of 
one  director  nominated  by  the  Belzbergs,  Harvard  business  school's 
Michael  C.  Jensen 

AVON  To  avert  a  proxy  challenge  from  Chartwell  Associates,  Avon 
gave  the  investor  group  two  board  seats  and  agreed  to  set  up  a  board 
panel  to  seek  ways  to  maximize  shareholder  value.  Three  shareholder 
resolutions  passed:  Two  ask  that  Avon's  poison  pill  be  redeemed  or 
put  to  a  shareholder  vote;  a  third  seeks  confidential  voting  of  proxies 

CHAMPION  INTERNATIONAL  Shareholders  approved  a  resolution  ask- 
ing  that  the  company's  poison  pill  be  voted  on  by  the  shareholders. 
Many  interpreted  the  victory  as  a  slap  to  CEO  Andrew  Sigler,  an  out- 
spoken opponent  of  raiders  and  hostile  takeovers 

LOCKHEED  Management  repelled  a  board  challenge  mounted  by  raider 
Harold  Simmons  but  promised  instead  to  add  three  new  directors  to 
represent  institutional  shareholders.  Four  Simmons-sponsored  pro- 
posals were  approved.  They  ask  management  to  rescind  the  compa- 
ny's poison  pill,  renounce  greenmail,  institute  confidential  voting,  and 
opt  out  of  Delaware's  antitakeover  law 

TIME  WARNER  Although  management  did  not  lose  on  any  proposals, 
large  votes  against  company-sponsored  stock  incentive  plans  and  for  a 
shareholder  measure  against  a  poison  pill  were  seen  as  a  show  of  dis- 
content over  last  year's  pricey  merger  between  Time  and  Warner 

USX  Raider  Carl  Icahn  lost  his  battle  to  get  USX  to  divest  its  steel 
business,  but  management  now  says  it  is  considering  selling  at  least 
part  of  the  business 

XTRA  Shareholders  led  by  Robert  M.  Gintel  replaced  the  boai'd  of  this 
Boston-based  trucking  and  trailer  leasing  concern 


measures.  One  would  ask  companies  to 
disclose  the  compensation  formulas  for 
top  officers  under  poor-,  standard-,  and 
stellar-performance  scenarios;  a  second 
would  require  a  board's  compensation 
panel  to  hire  its  own  consultant  with  no 
ties  to  company  management.  And  CREF 
Executive  Vice-President  James  S.  Mar- 
tin believes  the  recent  rash  of  state  anti- 
takeover laws  means  there  will  be  lots 


In  a  turnaround,  the  SEC 
instructed  companies  to  put 
golden-parachute  measures 
on  the  ballot 


of  measures  asking  companies  to  opt  out 
of  the  protection  they  offer. 

The  pension  funds  expect  to  be  more 
organized  next  year.  Until  now,  their  ac- 
tivism has  been  catch-as-catch-can:  They 
spotted  something  they  didn't  like  and 
launched  a  proposal  at  it.  Now,  Dale  M. 
Hanson,  CEO  of  the  $56  billion  California 
Public  Employees'  Retirement  System 
and  a  key  activist,  is  taking  a  more  orga- 
nized look  at  companies  in  the  Standard 
&  Poor's  500-stock  index  with  the  help  of 
Analysis  Group  Inc.,  a  Bel- 
mont (Mass.)  consulting 
firm.  Hanson  plans  to  ap- 
proach or  file  resolutions 
at  companies  that  are 
found  wanting  both  in 
terms  of  corporate  gover- 
nance and  economic  perfor- 
mance. Analysis  hopes  to 
sell  its  system,  which  rates 
companies  on  stock  perfor- 
mance, financial  results, 
and  governance  proce- 
dures, to  other  institutions. 
GIVE  AND  TAKE.  In  their 
quest  for  better  corporate 
performance,  the  public 
pension  funds  increasingly 
are  getting  help  from  pri- 
vate money  managers — 
and  not  just  Fidelity,  which 
has  changed  internal  rules 
that  inhibited  activism. 
"We  have  been  a  little 
more  active,  too,"  says  Ste- 
phen B.  Timbers,  chief  in- 
vestment officer  of  the  gi- 
ant Kemper  group.  In  the 
past  six  months,  Kemper 
has  talked  with  a  few  un- 
derperforming  companies 
about  taking  a  board  seat 
or  starting  regular  commu- 
nications with  manage- 
ment. The  response  has 
been  mixed.  Timbers  says. 
But,  he  adds,  "I  fully  ex- 
pect that  we'll  end  up  on  a 
board  or  two  in  the  next  year."  Mean- 
while, a  few  smaller  funds  have  come 
out  in  favor  of  proxy  reform.  And  ISS, 
Analysis,  and  others  in  the  budding 
shareholder-advisory  industry  say  their 
client  lists  now  include  more  private  pen- 
sion funds  and  money  managers. 

Activism  among  institutions  seems 
likely  to  grow,  given  their  burgeoning 
size — and  thus  their  inability  to  dispose 
of  stakes  without  taking  a  loss.  Asks 
Timbers;  "Why  take  illiquidity  without 
influence?"  The  challenge  now  is  to 
make  sure  the  result  is  positive.  If  own- 
ers and  managers  can  forge  a  new  rela- 
tionship— making  shareholders'  capital 
more  patient  in  return  for  more  say— 
the  '90s  could  be  a  whole  lot  less  conten- 
tious than  the  takeover-prone  '80s. 

By  Judith  H.  Dobrzynski  in  New  York 
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BY  GENE  G.  MARCIAL 

UPJOHN:  HANDS 
ACROSS 
SOME  OCEAN? 


The  earnings  are  underwhelming, 
new  products  are  few,  and  Ro- 
gaine,  a  much-heralded  anti-bald- 
ness drug,  has  been  a  major  disap- 
pointment. Nonetheless,  drugmaker 
Upjohn  is  on  the  active  watch  list  of 
smart-money  players.  The  reason: 
There's  talk  that  it  will  be  next  to 
strike  a  merger  along  the  lines  of  the 
recent  link-up  between  Rorer  Group 
and  France's  Rhone-Poulenc. 

Some  pros  note  that  Upjohn  stock 
has  been  trading  in  the  same  pattern 
that  Rorer  did  months  before  it 
reached  an  accord  in  January  with 
Rhone.  Rorer,  trading  in  the  mid-40s 
prior  to  the  deal,  accepted  a  tender  of- 
fer for  68%  of  its  stock  at  $78  a  share. 
Upjohn  stock  has  traded  between  34 
and  40  per  share  all  year. 

The  betting  is  that  a  number  of  U.  S. 
and  foreign  drug  companies  may  want 
to  take  a  majority  stake  in  Upjohn,  an 
idea  that  people  close  to  Upjohn  believe 
its  management  would  accept.  Says 
one  New  York  investment  manager: 
"In  a  recent  meeting  with  several  mon- 
ey men  and  analysts,  some  company 
executives  admitted  as  much — that  Up- 
john may  well  end  up  in  a  strategic 
merger  with  a  bigger  drug  company." 
PARTNERS?  Several  names  have  been 
mentioned  as  possible  marriage  part- 
ners, including  Ciba-Geigy,  Imperial 
Chemical,  and  American  Home  Prod- 
ucts. "But  the  reality  is  that  Upjohn  is 
practically  on  everybody's  shopping 
list,"  says  investment  manager  Joe  Sal- 
vani  of  EGS  Partners,  which  has  been 
accumulating  Upjohn  shares. 

Based  on  the  valuations  in  the  Rorer- 
Rhone  merger,  Upjohn,  trading  at  38, 
should  command  $65  to  $70  a  share, 
Salvani  estimates.  He  notes  that  Up- 
john has  one  of  the  drug  industry's 
best  research  operations  and  that  in  a 
year  it  will  be  "rolling  out  with  a  flood 
of  new  drugs  to  add  to  its  already  es- 
tablished product  lines." 

Salvani  says  most  midsize  pharma- 
ceutical companies  will  have  to  align 
themselves  with  larger  ones.  That's  be- 
cau:-;e  the  markets  for  pharmaceutical 
products  hf.ve  become  global,  requiring 
massive  resources  to  manufacture  and 
i  distribute  the  products.  The  pharma- 
I  ceutical  giants  of  Europe  and  Japan,  he 
i  says,  are  !•  oking  at  U.  S.  companies 


A  JAGGED  COURSE 
FOR  UPJOHN 


MAY  29 


DAW.  BRIDGE  INFORMATION  SYSTEMS  INC 


for  their  research  as  well  as  marketing 
and  distribution  networks. 

Anthony  Viscogliosi,  an  analyst  at 
Equitable  Securities,  says  that  an  Up- 
john combination  is  a  natural  because 
the  company  already  has  joint  ventures 
with  Japanese,  European,  and  British 
companies  "that  have  expressed  an  in- 
terest in  closer  ties  with  Upjohn."  But 
the  price  will  have  to  be  much  higher 
than  the  stock's  current  price,  since 
management  and  the  Upjohn  family 
control  20%  to  25%  of  the  stock.  A  com- 
pany spokesman  declined  comment. 


EVEN  HIGHER  HOPES 
FOR  HIGH  TECH 


For  a  tiny  money-management 
firm,  Gramercy  Capital  Manage- 
ment has  been  a  big  achiever. 
Since  setting  up  shop  four  years  ago, 
Joan  Lappin,  Gramercy's  president  and 
chief  investment  officer,  has  racked  up 
annualized  gains  of  A97c  and  now  man- 
ages $60  million  in  assets.  Lappin,  who 
builds  portfolios  from  just  10  stocks, 
scored  big  on  cellular  telephone  stocks 
by  buying  them  three  years  ago.  Now, 
she's  bullish  on  high-tech  stocks,  even 
though  money-managers  have  already 
rediscovered  them. 

Two  of  Lappin's  top  choices  are  Ap- 
plied Materials  and  Conner  Peripher- 
als, stocks  that  others  might  shun  be- 
cause they  have  already  chalked  up  big 
gains.  Applied  Materials,  a  leading 
maker  of  semiconductor  production 
equipment,  has  jumped  54%  since  Laj> 
pin  started  buying  shares  in  February; 
the  stock  now  sells  at  37.  Conner, 
which  makes  small  disk  drives  for 
microcomputers,  did  even  better  in  the 


same  period.  It  has  soared  92%,  to  4 
Lappin  says  the  pickup  in  demac 
for  semiconductors  will  lead  cb 
makers  to  buy  more  of  Applied  Mat-i 
als'  products.  So  she  thinks  profits  'il 
weigh  in  at  $2.70  a  share  in  199- 
about  12%  below  1989's  figure — ; 
climb  to  $3.60  in  1991. 

Conner  trades  at  less  than  11  tir? 
estimated  1991  earnings  of  $2.3C? 
share,  despite  the  stock's  big  jump  i 
recent  months.  Lappin  expects  es 
ings  this  year  to  leap  to  $1.90  from  1- 
year's  $1.09.  The  technology  grop, 
says  Lappin,  stili  offers  some  of  le 
best  values  around. 


THE  ACES  IN 
SAIOMON'S  HAND 


Salomon  Brothers'  stock  has  H 
a  crashing  bore  for  most  of 
past  12  months.  Its  shares  h;5e 
been  languishing  in  the  low  20s.  In 
recently,  the  stock  has  climbed  to  24  n 
heavy  volume. 

True,  first-quarter  earnings  of  88  a 
share  looked  great  compared  with  ic 
red  ink  running  down  Wall  Street.  lit 
something  more  is  moving  the  stoc 
oil  refineries.  Salomon's  Phibro  En 
gy,  a  major  trader  of  energy-rela  6 
products,  owns  Hill  Petroleum,  the  i- 
tion's  fourth-largest  independent  oil  i- 
finer.  Hill's  four  refineries,  two  in  Ti- 
as  and  two  in  Louisiana,  have  toil 
refining  capacity  of  330,000  barreha 
day.  They  generated  sales  of  $3  billn 
last  year,  up  50%  from  1988. 

Whispers  are  that  Solly  will  fitl 
sell  all  or  part  of  Phibro  Energy  Ud 
foreign  group  or  a  major  U.  S.  oil  cci- 
pany,  or  spin  it  off.  A  company  spoks- 
man  said  no  such  restructuring  vs 
contemplated.  But  a  Phibro  insider  ci- 
firmed  that  there  have  been  talks  > 
tween  the  unit  and  a  couple  of  oil-pv 
ducing  nations  about  their  taking  a 
minority  equity  stake  in  Phibro  Eneiy 
in  exchange  for  some  cash  and  oil  s  )- 
plies.  The  two  nations  are  said  to  e 
Saudi  Arabia  and  Venezuela. 

"We  believe  that  Phibro  Energy  s 
worth  about  $1.5  billion,  or  $15a 
share,"  says  a  money  manager  wo 
invests  heavily  in  oil-related  companii. 
If  a  deal  takes  place,  the  money  m'l- 
ager  thinks  Salomon  will  buy  bsk 
stock.  Even  without  a  refinery  dd, 
says  the  pro,  Salomon  shares  ;e 
cheap.  Salomon  Brothers,  the  securits 
and  investment  house,  is  worth  $3(a 
share,  he  figures.  And,  he  adds,  le 
Philipp  Brothers  unit,  a  major  inten- 
tional trader,  is  worth  $2  a  share. 
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good  communication  supports  good 


^ork,  you  can  find  Centel.  Setting  up  telephone  and  cellular 
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SMALL  BUSINESSES  I 


THE  CREDIT  SQUEEZE  THAT  HAS 
IITTLE  GUYS  SAYING  'OUCH' 


Tight  money  is  stunting  small  business'  growth — and  threatening  the  economy's  health 


The  crunch  has  forced  New  Haven-based  Etherington 
Industries  to  cut  back  on  planned  acquisitions 
GEOFfREY  ETHERINGTON 

Chairman 


Take  a  walk  around  your  neighbor- 
hood streets  or  drive  to  a  nearby 
strip  mall,  and  you'll  see  what  the 
statistics  show:  Small  business  is  vital  to 
the  American  economy.  The  numbers 
are  impressive.  Companies  with  fewer 
than  500  employees  (the  official  defini- 
tion of  small  business)  provide  more 
than  half  the  country's  total  employment 
and  account  for  more  than  half  the  na- 
tion's output.  By  some  estimates,  small 
business  generated  as  many  as  two- 
thirds  of  all  new  jobs  during  the  1980s. 
Small  companies  are  the  "flywheel  that 
keeps  the  economy  going,"  says  David 
L.  Birch,  president  of  Cognetics  Inc.  and 
a  small-business  expert. 

Whether  small  business  will  continue 
t.o  play  such  a  vital  role  is  not  certain. 
Tliese  days,  everyone  from  mom-and-pop 
groct-ries  to  high-tech  startups  is  feeling 
the  double  whammy  of  tighter  credit 
conditions  and  weakening  sales.  And 
whei.  credit  tightens,  "small  business 
gets  the  worst  of  it,"  says  William  A. 
P>rook.  economist  at  the  University  of 
VVisconsin. 

By  some  cidculations,  approximately 
three  out  oi  i'our  small  businesses  bor- 
row- from  b;  iks.  Most  of  them  don't 


have  the  flexibility 
that  their  larger 
brethren  do  to  turn  to 
other  sources  of  credit 
such  as  the  commer- 
cial paper  market  or 
the  bond  and  equity 
markets — either  to 
make  it  through  a  cou- 
ple of  poor  quarters  or 
to  finance  new  invest- 
ments. With  fewer  re- 
sources, small  busi- 
nesses will  be  less  of  a 
dynamic  force  for  job 
creation  and  economic 
growth.  "How  many 
jobs  are  not  being  cre- 
ated is  the  question 
most  concerning  me," 
says  Jon  P.  Goodman, 
director  of  the  Entre- 
preneur Program  at 
the  University  of  Southern  California. 
Indeed,  if  the  pressures  now  bearing 
down  on  small  businesses  continue, 
there's  a  real  threat  that  enough  pink 
slips  and  shelved  plans  could  accumulate 
to  plunge  the  economy  into  recession. 

Today,  no  one  believes  conditions  are 
that  severe.  But  small 
business  is  being 
squeezed.  According 
to  the  Federal  Re- 
serve Board,  senior 
loan  officers  reported 
in  May  that  "they 
have  tightened  the 
availability  of  busi- 
ness loans  to  middle- 
market  firms  and 
small  businesses."  The 
lenders  cited  "a  less 
favorable  economic 
outlook  and  a  deterio- 
ration in  their  loan 
portfolios."  And  there 
are  signs  that  small 
companies  may  be 
starting  to  cut  back  on 
spending  to  husband 
precious  cash  flow. 


The  National  Federa- 


tion  of  Independent   Business'  1 
quarterly  survey  reports  that  its  i 
bers'  hiring  plans  are  modestly  d^i 
The  survey  also  detected  a  slowdoM 
capital-spending  plans. 

Nationwide,   lending  has   not  i 
up — but  it  has  slowed.  Busines.'^ 
from  banks  have  increased  a  ihei^ 
from  a  year  ago,  compared  witli  : 
rise  the  prior  year.  The  natui-i 
the  credit  squeeze  differs  widely  i 
region  to  region  and  from  industi 
industry. 

NORTHEASTERN  STRUGGLE.   New  i; 

gland  businesses  are  the  worst  off.i' 
Connecticut  Business  &  Industry  . , 
says  a  recent  poll  answered  by  -!,oi 
its  members  shows  that  close  to 
been  turned  down  for  a  loan  in  tlie  , 
six  months,  and  more  than  759-  reiMi 
that  the  credit  denial  had  resultt 
hardship  for  their  companies.  In  Mi' 
chusetts  so  far  this  year,  bankrupt!- 
ings  are  running  80'a  above  last 
and  in  1989,  bankruptcies  were  (in 
er  than  in  the  previous  year,  sa.\  - 
ginia  Greiman,  U.  S.  trustee  for  I 
ruptcy  court  in  the  Northeast  regu  . 

Not  all  companies  are  driven  to  sih 
fate,  but  many  are  still  suffering  ,-o: 


San  Diego-based  high-tech  manufacturer  Sciteq  Electroni 
approached  29  banks  before  it  found  a  willing  lender 
FRANCIS  T.  MARSHAU 

Chief  Financial  Officer 


fun 
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urmoil.  For  example,  fast-growing 
•  Plot  Inc.,  an  Auburn  (Mass.)  mak- 

■  electronic  charts  and  integrated 
ational  equipment,  is  profitable,  on 
of  $1.5  million.  Yet  eight  banks 

turned  down  its  $400,000  borrowing 
ist  to  fund  future  growth,  says 
ivell  Salmon,  Laser  Plot's  chief  ex- 
;e  officer. 

I  squeeze  is  much  milder  in  other 
.  In  the  Pitts- 
h  region,  bor- 
rs  and  lenders 
say  credit  stan- 
5  have  been 
i  only  slightly, 

the  western 
sylvania  econo- 
-emains  fairly 
ly.  Yet  even  in 
nt  local  econo- 

small-business 
itives  can  spend 
hours  scroung- 
p  money.  Sciteq 
:ronics  Inc.,  a 

Diego-based 
tech  manufac- 
with  revenues 
4  million,  ap- 
;hed  29  banks 
e  it  found  one 
g  to  lend  to  it 
iut  the  founder 
)nally  guaran- 
y  the  loan.  The 
any  exchanged 
warrants  for  a 
300  line  of  cred- 
400,000  less 
it  wanted.  But 
lut  credit,  "We 
in't  grow  as  fast  as  we  want,  peo- 
ise,"  explains  Francis  T.  Marshall, 
Vs  chief  financial  officer, 
rnpanies  whose  prospects  are  uncer- 
either  because  their  industry  is  un- 
.  cloud  or  because  their  own  profit- 
y  is  in  doubt,  are  having  the 
lest  time.  This  is  most  obvious  in 
estate,  where  the  appetite  for  real 
e  development  loans  has  plummet- 
iverbuilding  in  the  1980s  has  given 
to  retrenchment  in  the  1990s. 
OAN  MODE.'  The  credit  turmoil  goes 
eyond  the  deteriorating  real  estate 
:et.  Denver-based  Atlas  Corp.,  a 
mining  company  with  revenues  of 
nillion  last  year,  is  seeking  $80  mil- 
to  build  a  100,000-ounce-per-year 
ig  facility  in  Oregon.  With  the  de- 
in  gold  prices,  "banks  are  in  a  no- 
mode  right  now,"  says  Richard  R. 
/er,  the  company's  chief  executive 
sr.  Still,  through  a  variety  of  financ- 
nechanisms,  "We  will  get  the  job 
,"  he  adds. 

■  contrast,  marginally  profitable 
rington  Industries  Inc.,  a  $50  mil- 
Connecticut-based  conglomerate. 


Denver-based  Atlas  Corp.  is 
seeking  $80  million,  but  'banks  are 
in  a  no-loan  mode  right  now' 
RICHARD  R.  WEAVER 

Chief  Executive  Officer 


has  been  forced  to  back  off  from  some 
planned  acquisitions.  "We  are  feeling 
the  credit  crunch  to  an  extreme  degree," 
says  Chairman  Geoffrey  Etherington. 

It's  not  just  the  supply  of  credit  that's 
getting  smaller.  Demand  is  also  falling. 
Small  business  has  "become  more  cau- 
tious because  of  a  slowdown  in  the  na- 
tional economy,"  says  Bryon  Higgins, 
associate  director  of  research  at  the  Fed- 
eral Reserve  Bank  of 
Kansas  City.  Some 
Northern  California 
banks,  for  instance, 
say  fewer  real  estate 
developers  are  bring- 
ing projects  for  loan 
review.  "The  build- 
ers aren't  getting 
the  profits  they  an- 
ticipated a  year 
ago,"  says  William 
R.  Walters,  manager 
of  construction  lend- 
ing at  Foothill  Bank 
of  Mountain  View, 
Calif. 

Some  economists 
worry  that  evaporat- 
ing cash  flow  will 
parch  future  busi- 
ness investment. 
Corporate  cash  flow 
fell  by  39'  from  the 
fourth  quarter  of 
1988  to  the  fourth 
quarter  of  1989,  com- 
pared with  an  annual 
rise  of  7.5%  in  1987 
and  1988.  And  real, 
inflation  adjusted 
business  fixed  in- 
vestment slowed  to  a  0.9'^  growth  rate 
in  the  first  six  months  of  1990,  compared 
with  a  5.97o  annual  rate  in  the  1987-88 
period.  Small  business  depends  much 
more  on  its  cash  flow  to  fund  future 
investment  than  does  big  business, 
which  can  turn  to  the  capital  markets  in 
times  of  need. 

So  far,  small  businesses  have  been 
able  to  weather  the  conditions.  But  the 
trends  are  troubling.  When  the  National 
Association  of  Manufacturers  formally 
surveyed  hundreds  of  small-  and  medi- 
um-sized manufacturers  last  March,  one 
in  five  companies  reported  having  trou- 
ble getting  credit  on  the  same  terms  as 
before.  Since  then,  the  association's 
president,  Jerry  Jasinowski,  has  infor- 
mally polled  dozens  of  executives.  Now, 
as  many  as  a  third  of  all  small-  and 
medium-sized  businesses  say  they  are 
suffering  a  "serious  credit  squeeze." 
Wall  Street  wags  like  to  say  that  the 
trend  is  your  friend.  For  small  business- 
es, the  trend  is  looking  more  like  an 
enemy  these  days. 

By  Christopher  Farrell  in  New  York, 
with  bureau  reports 
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CHRONOMAX 
self-winding  chronograph 
18  kt.  gold,  steel  and  18  kt.  gold,  steel. 
Leather  strap  or  metal  bracelet. 
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CONSUMER  ELECTRONICS  I 


HOW  SONY  BECAME 

A  HOME-MOVIE  SUPERSTAR 


Its  8mm  camcorder  format  has  even  made  a  believer  of  RCA 


THOMSON  CONSUMER  ELECTRONIC  S  NICK:  COMPACT  UNITS  "ARE  TAKING  ALL  THE  GROWTH' 


It's  the  sort  of  endorsemeni  that  Sony 
Corp.  could  never  have  imagined. 
RCA  Corp.  was  the  company  most  re- 
sponsible for  Sony's  fiasco  with  Beta  vi- 
deocassette  recorders  a  decade  ago:  It 
virtually  drove  Beta  out  of  the  U.  S. 
market  by  backing  the  VHS  standard. 
But  on  May  30,  RCA  threw  its  muscle 
behind  Sony's  latest  run  at  video  tech- 
nology— the  8mm  format  for  compact 
camcorders.  It  announced  four  8mm 
cameras  that  will  come  out  this  summer. 

RCA's  cNange  of  heart  makes  sense. 
Sales  of  full-size  camcorders  are  leveling 
off.  And  con^pact  units  "are  taking  all 
the  growth  in  che  market,"  says  John  J. 
Nick,  marketing  vice-president  of  Thom- 
son Consumer  Electronics  Inc.,  which 
owns  the  rca  and  GE  brands.  Sony, 
which  itself  aimounced  three  new  mod- 
els on  May  30,  has  dominated  the  small- 
camera  arena  since  launching  its  8mm 
line  in  1985  and  now  holds  an  807f  share. 

That's  enough  to  make  it  the  top  cam- 
i.nrder  brand  in  the  U.  S.,  with  some  257' 
of  overall  sales.  In  fact,  8mm  revenues 
for  it  and  others  such  as  Canon,  Minolta, 
and  01ym>)us  grew  more  than  60%  last 
vear  arid  now  account  for  a  third  of  the 
V'  billion  U.  S.  market.  "Everyone's 
iookii  >■  rv  that  and  reaching  the  same 
conclu.  ''Hi"  says  Bruce  A.  Ruber,  mar- 
keting \  '  e-president  at  Zenith  Electron- 
ics Corf).,  which  introduced  its  first  8mm 
camcoi-de/  in  May.  Hitachi  Ltd.,  v.diich 


100 


makes  RCa's  models,  will  unveil  its  own 
8mm  version  this  month. 
SPLIT  MARKET?  RCA  will  Still  sell  cam- 
corders that  use  full-size  VHS  tapes.  In 
fact,  no  one  expects  8mm  to  replace  that 
format,  which  accounts  for  about  60%  of 
overall  sales  (chart).  The  VHS  machines 
often  weigh  up  to  eight  pounds,  five 
times  as  much  as  their  tiniest  cousins. 
But  their  size  permits  more  features — 
such  as  sophisticated 
editing  abilities — that 
many  buyers  won't 
abandon.  Industry  ex- 
perts expect  the  two 
products  to  eventually 
split  the  market,  50-50. 

That  jump  from  the 
20%  share  8mm  held  in 
late  1987  is  largely  the 
result  of  clever  market- 
ing as  well  as  a  stream 
of  new  features  and 
smaller  models.  The 
three  cameras  Sony 
rolled  out  on  May  30,  for  shipment  next 
fall,  weigh  as  little  as  1  pound,  9  ounces, 
batteries  and  tape  excluded,  and  will  sell 
for  $1,100  to  $1,400. 

The  8mm  format  really  took  off  last 
year,  when  Sony  introduced  the  prede- 
cessor to  these  models,  the  under-2- 
pound  TR5.  It  was  smaller  than  any  oth- 
er camcorder  and  tucked  into  a  coat 
pocket.  Despite  a  $1,500  suggested  price. 


8MM  CAMCORDERS 
MAKE  A  MOVE 


VHS-C 
VHS 
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Sony  says  the  TR5  helped  push  uji 
8iTim  sales  by  90%-  last  year — thouji  ii 
won't  say  how  many  units  were  mojc 
Oddly,  the  high  price  may  have  hel^' 
"Sony  has  managed  to  maintain  a  n 
stantial  premium,"  says  Clark  Jolui 
director  of  the  retail  sales  tracking- 
vice  at  market  researcher  npd  Cr 
And  that  means  fatter  margins  foi 
tailers,  who  thus  push  its  equipnu  ii 
'COMPLACENT.'  Sony  also  has  pmi: 
from  the  mistakes  of  VHS  produ(  t'i> 
1982,  to  forestall  the  8mm  threat,  \  i 
Co.  of  Japan  Ltd.  {.JVO  invented  its 
compact  format,  called  VHS-C,  and  i|i 
ly  captured  the  small  camcorder  ni;u 
Matsushita  Electric  Industrial  Co., 
ent  of  both  JVC  and  Panasonic  Co. 
the  system  largely  on  its  compatil 
with  the  VHS  videocassete  recorders 
in  about  70%  of  U.S.  homes.  Botii  ^ 
and  VHS-C  cassettes  can  be  played  I 
by  hooking  the  camcorder  to  a  T\ 
the  VHS-C  versions  can  also  be  dini 
into  an  adapter,  which  slides  neat  I  \ 
a  VCR.  "Don't  get  stuck  behind  the  e  ■ 
ball,"  an  early  JVC  ad  screamed,  invni- 
memories  of  Beta  vcRs. 

VHS-C  didn't  keep  up,  however.  No 
models  appeared  to  compete  with  : 
TR5.  And  tape  lengths,  at  just  30  i 
utes,  have  stayed  behind  the  two  Ik. 
8mm  offers.  "We  got  complacent,"  hi 
cedes  Stanley  R.  Hametz,  vice-presicn 
of  Panasonic's  consumer-video  divi^" 
"VHS-C  was  the  choice  of  the  markr 
the  beginning,  but  Sony  was  persist ; 
What  Sony  did  was  wake  us  up." 

This  summer,  Panasonic  will  resj- 
with  a  line  of  "Palmcorders"  for  as 
as  $899.  To  back  them,  it  will  doul.le: 
camcorder  advertising,  to  nearly  si.) . 

lion.  And  Panasonic  ' 
JVC  plan  VCRS  thatu 
cept  either  compac)|) 
full-size  casset 
Sony's  tapes  can't 
on  a  VHS  VCR. 

If  these  moves 
come  earlier,  RCA  m 
not  have  switched.  ' 
kept  waiting  for  VH 
do  something,"  says 
official  of  RCA,  wl 
GE  sister  brand  still  i 
VHS-C  models.  "But 
it's  probably  too  1 
The  only  thing  that  might  save  VHS 
Sony's  arrogance."  RCA  should  k 
about  that.  In  1977,  it  asked  Sonj 
make  Beta  vcRs  for  sale  under  the 
brand.  Sony  refused,  and  RCA 
proached  Matsushita,  asking  it  to  c 
up  with  something  else.  The  sometl 
else  was  VHS.  And  the  rest,  as  they 
is  history. 

By  Larry  Armstrong  in  Los  Am 
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SCIENCE  &  TECHN( 


Wouldn't  you  rather  do  business 
mth  a  company  that  thinks  outside  the  box? 


Sears  Business  Centers  didn't  become  one  of  the  nation's 
leading  personal  computer  resellers  lust  by  selling  computers 
We  got  there  by  thinking  about  your  unique  business  needs, 
including  your  current  computer  system,  employee  expertise 
and  plans  for  growth. 

Our  Systems  Analysts  work  with  you  up-front,  before  you 
make  an  investment,  and  they  continue  working 
with  you  long  after  the  sale.  They  undergo  exten- 
sive training  so  they  have  the  expertise  to  con- 
sult, plan,  design  and  implement  connectivity 
solutions. 

From  our  national  headquarters,  we  follow 
through  with  a  toll-free  800  Support  Line.  In 
most  cases,  we  can  resolve  any  computer 
glitches  over  the  phone,  using  sophisticated 
remote  diagnostic  capabilities.  And  when 
you  need  on-site  assistance,  we'll  dispatch  a 
Systems  Analyst  to  your  place  of  business. 

Let  us  show  you  the  innovative  thinking 
behind  the  IBM®  PS/2®  family  of  personal 
computers.  IBM's  OS/2'"  advanced  technology  gives  you  multi-task- 
ing capabilities  allowing  you  to  network  and  share  peripherals  like 
IBM's  affordable  line  of  Proprinters"  and  high-resolution  laser  print- 
ing, including  the  new  LaserPrinter  E. 

For  outside  the  box  thinking  in  your  area,  call  Sears  Business 
Centers  at  1-800-876-0088,  ext.  210. 


From  rtow  unlil  |une30,  1990,  purchaiean 
IBM  Lasei9nt\ter  A0\9  and  get  a  $100 
Manufacturer  Rebate  Call  your  local  Sears 
Business  Center  lor  details 


BUSINESS  CENTERS 
1-800-876-0088,  ext.  210 

©  Sears,  Roebuck  &  Co  1990 

IBM  &  PS/2  are  registered  trademarks,  and  OS/2,  Proprinter  are  trademarks  of  International  Business 
Machines  Corporation 


Guaranteed 
QQpy  quality 


National  Quality 
Award  winner 


Best  service 
in  the  business 


7 -year  parts  & 
^service 


availability 


Some  of  the  best  featuk  cro  vi  vm*  wvf^««^«  <> 
don't  come  In  the  box. 


When  you  buy  a  copier,  don't  forget 
you're  also  buying  a  company. 

And  when  the  name  on  the  box  is 
Xerox,  you  get  a  lot  more  than  a  copier. 
You  get  a  company  dedicated  to  your 
complete  satisfaction. 

i\  !  example,  Xerox  offers  a  three- 
year  warranty  on  all  our  cartridge 
desktop  copiers.  Other  manulacturers 
offer  ;i  nierc  90  days. 

Xero.x  also  guarantees  copy  quality. 
So  you  ;iM  be  sure  your  2(),00Uth  copy 
will  be  ;i!st  ;is  good  as  your  first. 

Fiquaily  unique  is  our  guarantee  to 
provide  parts  jik!  service  for  all  our 


copiers  for  up  to  seven  years. 

Add  to  that  the  fact  that  every  Xerox 
copier  is  backed  by  the  best  supplies 
and  the  best  service  organization  in  the 
business. 

And  that  — when  it  comes  to  documents 
—no  company  has  more  experience  than 
Xerox. 

All  of  which  are  just  a  few  of  the 
reasons  that  Xerox  was  recently  honored 
with  the  Malcolm  Baldrige  National 
Quality  Award. 

So  make  your  next  copier  a  Xerox. 
And  get  the  best  features  in  a  copier- 
plus  the  best  features  in  a  company. 


For  information  about  any 
Xerox  copier,  call  1-800- 
TEAM-XRX,  Ext.  250A 


National 
^ualiry 
^ward 

19X4 
Winner 


Xerox 


r.:";c->L*ar    jnanly  rtqi; ■"cs  puri  hase  ut  replaceable  copy  cartridge  from  Xerox 

■  :  ''>!)  XhkOX  CORPORA  riON     Xl  ROX''  is  a  trademark  of  XEROX  CORPORATION 


iveTopments  to  Watc 


)  BY  ROBERT  BUDERI 


ABILITATING  WASPS  TO  DO 
FARMER'S  DIRTY  WORK 


Imagine  wasps  fanning 
out  over  a  field  to  de- 
vour crop-eating  caterpil- 
lars. That's  the  idea  be- 
hind experiments  at  the 
Agricultural  Research 
Service  lab  in  Tifton,  Ga. 
There,  Agriculture  Dept. 
entomologists  are  train- 
ing parasitic  wasps — nat- 
ural enemies  of  corn  ear- 
worms  and  tobacco 
budworms — to  attack 
pests  that  destroy  more 
than  100  different  crops, 
chemicals  come  increasingly  under  attack,  the  use  of 
5  in  pest  control  looks  more  attractive.  Agriculture  Dept. 
chers  use  Pavlovian  methods  to  hone  the  natural  blood- 
abilities  of  wasps.  For  example,  they  have  taught  wasps 
after  plants  laced  with  feces,  or  frass,  from  caterpillars 
ttack  cotton  flowers  by  feeding  them  a  caterpillar  when 
it  the  mark.  The  idea  is  that  in  nature  the  frass  won't  be 
om  the  caterpillar,  which  the  wasp  will  sting  and  dis- 
So  far,  90%  of  the  trained  wasps  in  a  small  field  trial  hit 
argets.  And  researchers  estimate  that  within  five  years, 
m-  wasps  could  be  patrolling  full-size  fields. 


i  EVERYBODY'S  AGIOW 
R  BLUE  LASERS 


fhen  Japan's  Ibiden  Co.  proclaimed  in  mid-May  that  it 
had  developed  a  blue  semiconductor  laser,  so  many 
ors  flocked  to  buy  its  stock  that  the  Tokyo  Stock  Ex- 
e  suspended  trading.  Then  came  a  bolt  from  Big  Blue: 
ists  at  IBM's  Almaden  Research  Center  in  San  Jose, 
announced  they  had  also  built  such  a  device — one  that 
)  out  41  milliwatts  of  power,  vs.  2  for  Ibiden's. 
f  all  the  fuss?  A  blue  laser  promises  lots  of  green  cash, 
orter  wavelength  means  a  blue  beam  could  dig  much 
T  pinpricks  in  optical  recording  materials  than  the  infra- 
sers  now  used,  quadrupling  storage  capacity.  It  could 
y  become  required  equipment  in  data-storage  systems 
.ser  videodisk  players,  perhaps  even  CD  players, 
a  true-blue  laser  remains  elusive.  Both  IBM  and  Ibiden 
•^  auxiliary  semiconductor  crystal  to  slim  down  the  fat 
jht  from  an  ordinary  laser  diode.  This  crystal  clips  the 
;am's  wavelength  in  half,  turning  red  light  to  blue.  IBM 
he  trick  with  potassium  niobate,  while  Ibiden  uses  lithi- 
obate.  Don't  hold  your  breath  for  a  commercial  version, 
^er.  IBM  figures  that'll  take  at  least  three  years. 


f  RCONDUCTORS:  A  STEP  CLOSER 
MASS  PRODUCTION? 


ce  the  discovery  of  high-temperature  superconductors  in 
186,  science  has  struggled  to  overcome  its  Achilles'  heel: 
it  capacity.  Researchers  have  found  ceramic  oxides  that, 
i  form  of  single  crystals  and  thin  films,  can  carry  cur- 
of  1  million  amperes  per  square  centimeter  with  zero 
mce.  But  they  have  been  struggling  to  coax  even  one- 


hundredth  of  that  amount  from  bulk  materials — the  combina- 
tion of  many  crystals  that  would  form  the  base  of  commercial- 
ly useful  products  such  as  giant  magnets  that  could  be  used  in 
everything  from  motors  to  atom-smashers. 

Then,  in  late  May,  a  team  led  by  Ching-Wu  Chu,  director  of 
the  Texas/MCC  Center  for  Superconductivity  at  the  University 
of  Houston,  moved  closer  to  commercialization.  By  using  a 
conveyor-like  system  and  controlling  the  temperature,  gradi- 
ent, and  speed  of  the  heating  process  used  to  produce  bulk 
materials,  Chu's  team  has  made  bars  of  ceramic  material  that 
can  carry  40,000  amps  per  sq.  cm.  Scientists  still  need  to  make 
the  brittle  materials  more  flexible.  But,  says  the  center's  depu- 
ty director  Wei-Kan  Chu,  "The  demonstration  of  this  technique 
is  the  beginning  of  the  industrial  processing  of  this  material." 


DON'T  MISS  HDTV'S  COMING  OUT 
PARTY,  AT  A  HOTEL  NEAR  YOU 


igh-definition  television  is  moving  out  of  the  lab.  Comsat 
Video  Enterprises  Inc.,  which  provides  in-room  movie 
viewing  at  1,700  hotels,  says  it  will  present  an  HDTV  broadcast 
of  Dionne  Warwick's  AIDS  benefit  concert  in  Los  Angeles  on 
June  30  at  20  locations  around  the  country.  Comsat,  a  unit  of 
Communications  Satellite  Corp.  in  Washington,  D.  C,  will  set 
up  HDTV  projection  equipment  in  hotel  meeting  rooms  to  show 
the  concert,  marking  the  first  wide-scale  use  in  the  U.  S.  of  a 
technology  that  improves  TV  images  to  movie-like  quality. 

Special  HDTV  cameras  and  playback  units  have  been  around 
for  some  time.  But  until  now,  no  U.  S.-based  commercial  sys- 
tem has  existed  for  relaying  those  images  by  satellite  to 
multiple  locations.  Comsat  broke  the  logjam  by  purchasing  a 
Scientific-Atlanta  Inc.  system  that  compresses  the  high-resolu- 
tion image  so  it  can  be  bounced  off  a  satellite  transponder  and 
picked  up  at  different  sites.  The  system  generates  1,000  lines 
of  horizontal  resolution — vs.  the  440  lines  of  conventional  TV — 
by  adding  integrated  circuitry  and  upgrading  the  software 
that  runs  Scientific-Atlanta's  existing  satellite  delivery  system. 

It  will  be  a  while  before  systems  start  popping  up  in  hotels 
and  bars,  however.  An  HDTV  setup  can  cost  $100,000.  Then 
there's  the  problem  of  what  to  show.  Comsat  says  it  will  order 
more  equipment  only  when  more  programming  is  available. 


NEW  HOPE  FOR  THE  JITTERY— 
GENE-SPLICED  JAVA 


Tecaf' 

If  it  irks  you  that  decaf 
often  costs  more  than 
regular  java,  take  heart. 
Genetically  engineered 
coffee  beans  may  change 
all  that.  ESCAgenetics,  a 
San  Carlos  (Calif.)  bio- 
technology food  company, 
has  found  a  way  to  insert 
foreign  genes  into  Coffea 
ambica,  the  plant  that 
accounts  for  757'  of  world 
coffee  production. 

The  company  says  its 
proprietary  technique 
could  produce  beans  with  better  flavor,  better  yields,  tougher 
resistance  to  pests — and  naturally  low  caffeine  levels.  That 
could  help  the  $13  billion  worldwide  coffee  industry  eliminate 
costly  chemical  decaf  processes.  And  that  would  be  good  news 
for  the  one-fifth  of  U.  S.  coffee  drinkers  who  insist  on  strong 
flavor  without  the  caffeine  kick. 
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FOR  ALDUS,  BEING  NO.  1 
ISN'T  ENOUGH  ANYMORE 

As  desktop  publishing  slows,  it's  looking  to  other  markets 


E 


In  1984,  nobody  had  heard  the  term 
desktop  pubHshing,  and  only  an  ad- 
venturous few  were  willing  to  gam- 
ble on  a  quirky  new  computer  called  the 
Macintosh.  In  large  part,  that  all 
changed  because  of  Aldus  Corp.  The  Se- 
attle startup,  launched  by  ex-newspaper- 
man Paul  Brainerd,  developed  the  soft- 
ware that  made  it  possible  to  use  the 
Mac  to  create  professional-looking  news- 
letters, brochures,  and  pamphlets.  Apple 
Computer  Inc.'s  Macintosh  took  off,  and 
Aldus'  PageMaker  program  helped  give 
birth  to  what  by  1989  became  a  $3.6 
liillion  industry. 

That  success  story  very  nearly  turned 
into  the  classic  tale  of  how  a  company  in 
the  fast  lane  can  swerve  off  course 
when  it  grows  beyond  the  control  of  its 
founders.  After  three  years  of  over  10()7< 
growth,  last  year  Aldus  was  short  of 
new  products,  and  sales  growth  sudden- 
ly slowed  to  a  sluggish  117^  rate  (chart). 
T'ruiits  were  up  a  dismal  6%,  to  $15.4 
ir-'ilion.  The  stock,  which  in  1987  went 
p;:!::)c  in  one  of  the  hottest  initial  public 
•;ngs  in  high-tech  history,  slid  from 
Two  key  managers  quit,  and 
■fvi.  '-..'r,  v/hich  generates  807f'  of 
sales,  w.  under  siege:  Makers  of  word 
processin;.:  programs  were  adding  desk- 
top publisiimg  to  their  packages,  while 
companies  such  as  Interleaf  Inc.  (box) 


of,'"e 
25  t 
Pai? 


were  capturing  the  high  end  of  the  mar- 
ket— customers  in  corporate  electronic 
publishing  departments. 

But  Brainerd  saw  what  was  happen- 
ing before  it  was  too  late.  The  lanky 
chairman  and  chief  executive,  who  had 
turned  his  $100,000  investment  into  a 
$100  million  fortune,  still  had  his  hands 
in  every  decision,  and  his  second-guess- 
ing irked  some  managers.  The  loss  of 
the  key  executives, 
marketing  guru  Mi- 
chael Solomon  and 
founding  software 
designer  Jeremy 
Jaech,  set  off 
alarms.  Aldus  insid- 
ers say  that  Brain- 
erd deserves  credit 
for  recognizing  then 
the  need  to  remove 
himself  from  daily 
operations.  "Origi- 
nally, myself  and 
four  engineers  did 
everything — includ- 
ing emptying  the 
wastebaskets,"  says 
Brainerd.  "It's  really 
important  to  let  go." 

Last  May,  Brain- 
erd recruited  new 
management.  Philip 
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ALTHOUGH  ALDUS'  GROWTH 
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Herres,  an  alumnus  of  Northern 
coTii  Inc.,  was  named  chief  operatin 
ficer,  a  new  position.  In  Noveifrjtiiig 
Brainerd  hired  as  vice-president  of 
keting  Larry  Spelhaug,  a  Xerox  e: 
five  who  had  marketed  Ventura  Pu' 
er — PageMaker's  main  rival  on  IBmIriccI 
GOOD  REVIEWS.  The  new  team  has 
ceeded  in  its  most  important  task- 
ery  of  PageMaker  4.0,  a  long-ov( 
upgrade.  The  ve 
for  the  Mac,  wr 
new  features, 
released  on  Ma 
to    good  revi 
That  should  hel 
dus   hold  its 
share  of  the 
desktop  publis 
market,  some 
lysts  say. 

A  version  of  ] 
Maker  4.0  for 
PCS  and  compal 
should  also  be 
boost  for  Aldus 
out  within  the 
few  months,  it 
work  with  Micr 
Corp.'s  Window: 
a  "graphics  em 
ment"  that  mal 
PC  resemble  a  M 
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The  PC  market  has  always  been 
difficult  because  Xerox's  Ventura 
iher  got  there  first  and  still  holds 
if  the  market,  compared  with  46% 
Idus. 

N  that  he  has  removed  himself 
management  minutiae,  Brainerd's 
concern  is  making  sure  Aldus 
't  wind  up  a  one-product  company 
;lowing  market.  Indeed,  growth  in 
3p  publishing  software  has  already 
d  to  less  than  10%  annually  from 
wo  years  ago.  Says  Brainerd:  "We 
to  reduce  PageMaker  to  50%  of 
ues  or  less  within  two  years." 
February,  Brainerd  began  branch- 
ut,  snapping  up  San  Diego-based 
\  Beach  Software  Inc.  for  $25.5 
[1.  Silicon  Beach  products  include  a 
ng  program  called  SuperPaint,  a 
retoucher  called  Digital  Dark- 
and  a  low-end  publishing  package 
Personal  Press.  These  may  help 
revenue  growth  steady  despite 
ations  in  individual  products.  Be- 
1  Silicon  Beach,  which  had  sales  of 
million  last  year,  and  new  publish- 
•oducts,  analysts  expect  Aldus  rev- 
to  jump  37%,  to  around  $120  mil- 
his  year.  Aldus'  battered  stock  has 
ly  climbed  back  to  a  healthy  26. 
SOFTWARE.  Aldus  is  also  moving 
desktop  presentations — programs 
onvert  numbers  and  text  into  slick- 
ig  slides  and  overhead  transparen- 
seful  for  business  meetings.  Micro- 
PowerPoint  program  leads  that 
nillion  market,  but  Aldus  is  already 

tivating  new  markets  is  becoming 
important  for  Aldus  as  competitors 
:en  its  core  business.  "The  long- 
risk  is  that  the  basic  word  proces- 
)w  includes  more  and  more  desktop 
shing  capabilities,"  says  Alex, 
ti  &  Sons  Inc.  analyst  W.  Christo- 
Mortenson.  Packages  such  as  Mi- 
ft  Word  and  WordPerfect  already 
built-in  page  layout  features, 
the  same  time,  there's  pressure  on 
gh  end.  Quark  Inc.'s  Quark  XPress, 
sfo.  2  publishing  program  for  the 

has  been  making  gains  against 
Vlaker  in  corporate  electronic  pub- 
g.  Another  threat  comes  from  In- 
i,  which  has  expanded  from  work- 
ns  into  the  Macintosh  and  IBM  PC 
sts.  Aldus  must  keep  adding  ad- 
id  features  to  PageMaker  to  keep 
ost  demanding  corporate  custom- 
'hese  buyers  demand  features  such 
e  ability  to  create  and  revise  mas- 
locuments  over  a  network, 
even  though  Aldus  has  recovered 
its  year  in  the  wilderness,  it  finds 

in  an  altered  state.  The  company 
invented  the  market  now  must 

hard  to  make  sure  it  doesn't  get 
!zed  into  a  tiny  market  niche. 

By  Barbara  Buell  in  Seattle 


WIIL  'ACTIVE'  DOCUMENTS  ROUSE 
INTERLEAF  FROM  A  DEEP  SLEEP? 


Imagine  a  report  that  each  week  as- 
sembles itself  from  dozens  of  elec- 
tronic sources  inside  and  outside 
your  company.  It  collects  notes  from 
your  salespeople,  retrieves  financial 
data  from  news  wires,  and  even  edits 
out  the  parts  that  don't  interest  you. 
Then,  it  delivers  itself  to  your  comput- 
er screen — flagging  any  particularly 
intriguing  news. 

That's  an  "active  document,"  the  re- 
sult of  a  new  technology  that  could 
help  rouse  Interleaf  Inc.  from  two 
years  of  deep  sleep.  It's  a  timely  inven- 
tion: As  a  late  en- 
try in  the  battle  for 
personal  computer 
desktop  publishing, 
Interleaf  had  little 
chance  against  Al- 
dus and  Xerox 
Corp.  The  new 
technology.  Inter- 
leaf hopes,  will 
take  it  further  up- 
market to  corpo- 
rate publishing  net- 
works— and  higher 
profit  margins. 

Active  docu- 
ments bring  to 
publishing  some 
exotic  concepts,  in- 
cluding artificial 
intelligence  and  ob- 
ject oriented  pro- 
gramming, a  kind 


CEO  BOUCHER'S  FOCUS  IS  ON  CONSULTING 


of  prefabricated  computer  code.  With 
it,  a  corporate  editor  can  link  certain 
pieces  of  a  document  to  other  pro- 
grams, such  as  a  company  data  base. 
A  change  in  the  data  base  could  auto- 
matically trigger  a  new  document.  The 
editor  can  even  add  classified  data  for 
the  chief  executive's  document  while 
eliminating  the  information  in  versions 
sent  to  factory  managers. 

The  capability  to  customize  docu- 
ments suggests  some  novel  ideas,  such 
as  textbooks  that  alter  themselves  for 
students  of  different  abilities,  or  inter- 
active training  manuals.  That's  why 
the  technology  has  excited  early  cus- 
tomers including  United  Technologies' 
Sikorsky  Aircraft  and  Amoco  Corp. 
BLINDSIDED.  But  active  documents 
won't  make  it  into  Interleaf's  product 
line  until  late  this  year.  Meanwhile,  it 
is  losing  market  share  in  its  core  busi- 
ness— publishing  packages  for  work- 
stations— to  Frame  Technology,  a  San 
Jose  (Calif.)  upstart.  Introduced  in 
1988,  its  FrameMaker  couldn't  do  ev- 


erything Interleaf's  product  could,  but 
the  price  was  lower. 

Interleaf  was  ill-equipped  to  respond. 
Its  selling  costs  were  too  high,  and  the 
sheer  bulk  of  its  program  made  new- 
product  development  tortuous.  Profits 
in  the  fiscal  year  ended  March  31,  1989, 
plummeted  84%,  while  sales  increased 
only  7%,  to  $88.8  million.  By  the  middle 
of  last  year,  the  company,  not  long  ago 
considered  a  high-tech  star,  actually 
was  losing  money — even  though  sales 
of  publishing  software  on  workstations 
were  growing  40%  a  year. 

Like  Paul  Brain- 
erd of  Aldus,  Inter- 
leaf founder  David 
A.  Boucher  had  to 
make  changes.  He 
recruited  as  presi- 
dent Robert  K. 
Weiler,  a  respected 
industry  veteran. 
Together,  they 
made  tough  deci- 
sions: The  first 
was  to  quit  selling 
workstations  with 
Interleaf  software. 
That  practice  de- 
pressed margins 
and  tied  up  capital. 
Then,  they  laid  off 
135  of  750  U.  S. 
workers  and  raised 
$15  million  in  new 
financing. 


Perhaps  most  important  was  Inter- 
leaf's decision  to  sell  consulting  ser- 
vices, not  just  products.  It  slashed 
prices  on  its  software  to  compete  head- 
on  with  Frame.  Then  Weiler  started 
pushing  his  sales  force  to  land  long- 
term  consulting  and  custom  service 
deals.  Eventually,  he  says.  Interleaf 
should  make  a  dollar  on  service  for 
each  dollar  on  packaged  software. 

That's  a  tougher,  longer-term  sell, 
and  the  results  will  be  slow  in  coming. 
But  Interleaf  eked  out  a  small  profit  in 
its  most  recent  quarter  and  scored  a 
important  sale  on  May  2,  winning  a 
$1.5  million  order  from  Canadair.  Inter- 
leaf consultants  will  help  the  aerospace 
company  create  a  networked  publish- 
ing system  that  will  include  active  doc- 
uments. This  is  the  sort  of  sale  Bou- 
cher and  Weiler  want.  Indeed,  with 
competition  crowding  the  low  end  of 
the  publishing  software  market,  it  may 
be  the  only  sort  of  sale  it  can  get. 

By  Keith  H.  Hammonds  in  Cambridge, 
Mass. 
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AT  THESE  SHOUTING  MATCHES, 
NO  ONE  SAYS  A  WORD 


Computer-aided  meetings  are  speedy,  honest,  anonymous — and  silent 


There's  a  bloody  meeting  going  on. 
"This  company  has  no  leader — and 
no  vision,"  says  one  frustrated  par- 
ticipant. "Why  are  you  being  so  defen- 
sive?" asks  another.  Someone  snaps: 
"I've  had  enough — I'm  looking  for  an- 
other job."  Rough  stuff — if  these  people 
were  talking  face-to-face.  But  they're 
not.  They're  sitting  side-by-side  in  si- 
lence in  front  of  personal  computers, 
typing  anonymous  messages  that  flash 
on  a  projection  screen 
at  the  head  of  the  room. 

Electronic  encounter 
groups  like  this  could 
soon  be  the  meeting 
place  of  Corporate 
America  if  some  key 
high-tech  companies 
and  researchers  have 
their  way.  Most  entic- 
ing is  what  happens 
during  so-called  elec- 
tronic meetings:  People 
become  brutally  honest. 
The  anonymity  of  talk- 
ing through  computers 
"turns  even  shy  people 
powerful,"  says  Alethea 
0.  Caldwell,  president 
of  Ancilla  Systems  Inc., 
an  Elk  Grove  (111.) 
health  care  company 
that  used  an  electronic 
meeting  to  hammer  out 
its  five-year  plan. 
TiMESAVER.  The  deliv 
ery  may  be  bruising, 
but  the  honest  answers 
offer  valuable,  unfil- 
lered  information.  Sam- 
uel L.  Eichenfield,  presi- 
dent of  Greyhound 
Financial,  a  division  of 
Greyhound  Dial  Corp.,  asked  20  staffers 
;a  a  recent  electronic  meeting  to  rate 
ti'ieir  bosses.  The  results?  "One  manager 
eni-ulled  in  a  management-improvement 
se:-..s:on,  and  another  took  a  strategic- 
plarin'.'V;-,  v'ourse,"  says  Eichenfield. 

Outw:,r'!ly,  electronic  meetings  are 
simple:  ii^  i,o  50  people  sit  around  a 
horseshoe-.-. naped  table,  empty  except 
for  a  series  .if  PCs.  A  complex  local-area 
network  tracks  and  sorts  by  topic  and 
order  of  response  every  sentence  typed 


in  by  participants.  It  then  displays  them 
on  the  projection  screen.  When  attend- 
ees want  to  vote  on  an  issue,  the  com- 
puters tally  the  results  and  display 
them.  At  the  end  of  the  meeting,  every- 
body gets  a  printed  synopsis. 

IBM  is  one  of  the  biggest  boosters  of 
electronic  meetings.  In  1986,  it  gave  the 
University  of  Arizona  $2  million  to  per- 
fect the  concept  and  since  then  has  built 
18  electronic-meeting  rooms  at  IBM  sites 


and  plans  22  more.  Eighty  employees  at 
IBM's  Federal  Sector  Div.  are  pitching 
the  concept  to  such  customers  as 
Procter  &  Gamble  Co.  and  General  Mo- 
tors Corp.  and  to  other  IBM  units.  So  far, 
7,000  iBMers,  including  Chairman  John 
F.  Akers,  have  taken  part.  These  ses- 
sions, says  IBM  project  manager  Christo- 
pher J.  McGoff,  have  "brought  people 
together"  who  have  traditionally  skir- 
mished, such  as  employees  from  product 
development  and  marketing. 


Even  managers  who  wince  when  'Icf 
tronic  meetings  make  peers  out  of'ui-f..-j 
ordinates  give  the  format  high  m'rl;;- 
for  efficiency.  Chitchat  is  elimin^ea 
and  discussions  don't  digress.  A  sjtdj 
by  IBM  and  the  University  of  Ari&iu 
claims  that  electronic  meetings  an  ai 
much  as  55%  faster  than  traditjhal 
ones.  Phelps  Dodge  Mining  Co.  in 
nix  has  proof.  Last  year,  it  held  its  an 
ning  meeting  electronically.  Usi^Hy 
says  Robert  E.  Johnson,  Phelps  Do(l;e'i 
director  of  research  and  business  difel 
opment,  this  session  takes  days.  %i 
time,  it  lasted  12  hours.  A  big  plus" 
lot  of  people  were  able  to  talk  at  o; 
without  stepping  on  toes,  he  says. 

IBM  won't  have  the  electronic-med; 
market  to  itself  for  long.  Andersen  < 
suiting  is  building  two  electronic-r?- 
ing  rooms  that  will  accommodate  i 
distance  sessions  as  well.  And.i 
University  of  Arizona  has  spawmt  ! 

startup,  Ventana  (urp 
Ventana  plans  to  ui 
electronic  meetingsfr' 
customers  and  st 
software  packagefw 
those  who  want  toaac 
their  own  sessions. 
'IT'S  SAD.'  Electn 
meetings  attract 
verse  groups: 
year,  Arizona's  Dm  i. 
cratic  state  legishon  " 
and    Southwest  ia! 
Corp.  were  among  cr 
ens  of  companies  r: 
them.  But  they  do  i\ 
some  key  drawb&ks 
While  anonymity  r 
\ents  bloody  nose 
makes  it  impossibld- 
people  to  get  credi  t 
a  good  idea,  says  t 
tana  CEO  J.  F.  N'l 
maker.  Also,  compjjet 
shy  participants  ka; 
have  trouble  keepin  ui 
with  those  who  !ai 
pound  out  messi^e 
rapidly.     And     i  ( 
though  a  crude  chip 
er  shorthand  can  n  i 
human  touches  sue 
some  facial  expresiai 
(table),  many  participants  find  the  *r 
cess  unnatural. 

Critics  say  these  problems  p)^ 
there's  no  substitute  for  oral  comrii 
cation.  Notes  one  participant  in  a  rte* 
electronic  meeting:  "It's  sad  that^ 
can't  talk  without  sitting  at  termin  ? 
Maybe.  But  similar  sentiments  i 
been  heard  before.  In  the  1890s,  |hi 
said  the  bane  of  human  communiea  )> 
would  be  a  new  invention,  the  teleplint 
By  Jim  Bart  into  in  Tiioi 
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INFORMATION  PROC^Sf 


For  Problems  Facing 

The  Family-Owned  Business 


Ijj  How  do  you  winnow  out  old  family  advisers 
who  have  been  feathering  their  own  nests  and 
grinding  their  own  axes? 


How  do  you  train  successors  without  spoiling 
them? 


^  Are  your  defenses  in  place  in  case  of  takeover 
attempts,  proxy  fights  or  tender  offers? 


^  What  are  the  special  investing  and  tax 
opportunities  available  today  to  family 
businesses  and  to  family  members? 


1^  How  do  you  hire  bright  managers  who  can 
never  achieve  their  highest  ambitions? 


1^  Do  you  know  how  to  make  directors 
contributors  to  business  success  rather  than 
nostalgic  decoration? 


jj  Do  you  know  how  to  get  out  of  a  disastrous 
family  business?  Can  you  decode  the  distress 
signals?  Should  you  sell. ..or  try  to  salvage? 


^  Where  can  you  find  expansion  financing 
without  giving  up  control  over  your  firm's 
future? 


^  What's  a  fair  division  of  the  business 
between  heirs  who  work  there  and  heirs 
who  do  not? 


^  How  can  you  keep  the  kids  from  fighting 
among  themselves? 


If  your  family-owned  business  is  facing  questions  like  these-then  a  brand-new  newsletter  from 
McGraw-Hill  can  be  of  great  service. 


Introducing:  The  BusinessWeek  Newsletter  for  Family-Owned  Business 


The  BusinessWeek  Newsletter  for 
Family-Owned  Business  is  designed  to 
be  a  totally  objective  and  expert  family  retainer 
devoted  wholly  to  your  interests.  It  is  filled 
with  case  histories,  facts,  figures,  and 
specific  answers. 

In  each  biweekly  issue,  you'll  have  access  to 
new  developments  in  accounting  controls,  equity 
dilution  prevention,  takeovers,  acquisitions  and 
mergers,  strategic  planning,  and  financial 
planning  that  can  directly  affect  your  business. 
And  sensitive  advice  on  how  to  adapt  this  news 
to  your  family's  individual  personality  and  needs. 


Few  executives  in  a  family  business  realize 
how  vulnerable  they  are  to  certain,  extremely 
specialized  problems.  So  our  regular  columnists 
on  taxes,  financing,  law,  family  relations,  and 
compensation  provide  many  othenwise  unavailable 
compasses  and  charts  necessary  to  navigate  these 
dangerous  waters. 

A  unique  stock  index  developed  by  The 
BusinessWeek  Newsletter  for  Family-Owned 
Business  will  track  publicly  traded  companies 
still  in  family  hands. 

This  information  is  available  nowhere  else. 


Sign  up  lor  a  one-year  charter  subscription  to  The  BusinessWeek  Newsletter  for 
Family-Owned  Business  at  the  introductory  rate  of  $299.  If  at  any  time  you're  not  satisfied, 
cancel  the  subscription  and  get  a  refund  covering  the  balance  of  the  issues  remaining  in 
your  subscription. 


lall  this  national 
oli-free  number 
ind  charge  your 
iubscription  to  any 
najor  credit  card! 


1-800-445-9786 


The  BusinessWeek  Newsletter  for  Family-Owned  Business 

McGraw-Hill  Publishing  Company 

1221  Avenue  of  the  Americas,  36  Fl,  New  York,  NY  10020 

212-512-3113 


LEARNING  TO  SPEND 
AT  AMERICAN  HOME 


The  company's  tightfistedness  has  hurt  drug  development 


F! 


CEO  STAFFORD  FACES 
MANY  EXPIRING  PATENTS 


lor  years,  American  Home  Products 
iCorp.  has  been  the  kind  of  compa- 
ny widows  and  orphans  love.  Divi- 
dends have  risen  in  each  of  the  past  38 
years,  while  return  on  equity  for  the 
health  care  and  food  products  maker  has 
averaged  more 
than  30'/;  . 

Lately,  though, 
.American  Home  is 
looking  a  lot  less 
predictable.  Once 
known  for  brand 
names  Anacin, 
Woolite,  Brach's 
candies,  and  Easy- 
Off  oven  cleaner, 
AHP  has  been 
transforming  it- 
self into  a  health 
care  company. 
Thanks  to  its  recent  A.  H.  Robins  Co. 
acquisition  and  the  pending  $1.25  billion 
sale  of  Boyle-Midway  Household  Prod- 
ucts Inc.,  about  80%  of  ahp's  revenues 
will  come  from  pharmaceuticals,  over- 
the-counter  drugs,  and  medical  supplies. 
That's  up  from  53%  a  decade  years  ago. 

And  there's  the  rub.  Pharmaceuticals 
make  up  half  those  revenues,  but  their 
sales  growth  skidded  to  3%  in  1989  and 
2%'  in  the  first  quarter  of  1990,  down 
from  117^  in  recent  years.  The  reason: 
Patents  on  many  of  ahp's  aging  stable 
of  drugs  have  expired,  opening  them  to 
generic  competition.  And  a  legacy  of  un- 
derfunded drug  research  and  develop- 
ment has  left  AHP  with  few  hot  pros- 
pects in  the  pipeline. 

AHP  has  been  squeezed  by  vast  struc- 
tural changes  in  the  drug  industry.  Al- 
tiiough  it  has  developed  its  own  com- 
:.-.Minds,  such  as  Premarin  and  Ativan, 
the  company  has  traditionally  licensed 
drugs  from  foreign  producers.  Heart 
drugs  Inderal  and  Sectral,  for  example, 
were  iiMtially  developed  by  Imperial 
Chemic:.'  Industries  PLC  and  Rhone-Pou- 
lenc.  Bi.,:  ;i  a  recent  wave  of  internation- 
al drug-  •  lustry  megamergers,  foreign 
producen  'i.-ive  bought  American  firms 
through  \  'lich  they  can  sell  their  drugs 
directly. 


That's  why  the  company  has  begun  to 
step  up  its  drug  research.  Shortly  after 
Chief  Executive  John  R.  Stafford  took 
over  in  1986,  AHP  merged  its  Wyeth  and 
Ayerst  drug  companies,  combined  their 
research,  and  increased  R&D  funding. 
Last  year,  it  spent  a  record  $345  mil- 
lion— or  about  10.5%  of  drug  sales — on 
R&D,  up  5%  from  1988.  And  R&D  spend- 
ing will  increase  to  11%'  of  sales  this 
year.  As  the  No.  3  drug  company  in  the 
U.  S.,  AHP  expects  its  strategy  to  bear 
fruit  in  the  1990s.  "With  medical  costs 
rising,  everyone  is  looking  for  cost-effec- 
tive therapy,  and  pharmaceuticals  are 
the  most  cost-effective,"  Stafford  says. 
FDA  DELAYS.  Nevertheless,  ahp's  R&d 
budget  is  still  anemic  compared  with  the 
average  15%  most  top  drug  companies 
spend.  And  some  industry  experts  say 
ahp's  tightfistedness  has  contributed  to 
delays  in  getting  new  drugs  approved  by 
the  Food  &  Drug  Administration. 
"You've  got  to  do  proper  clinicals,  spend 
for  them,  get  proper  patients,  and  they 
don't  do  it,"  says  Samuel  Isaly,  a  part- 
ner with  Mehta  &  Isaly,  a  New  York- 


AMERICAN  HOME'S  R&D  EXPENDITURES  At 


based  pharmaceutical  consulting  ^ 
Consider  Alredase,  a  potential  h  ^ 
buster.  The  drug,  developed  t(i  t 
nerve  damage  in  diabetics  causei 
long-term  use  of  insulin,  was  rejecU 
the  FDA  in  1986  because  AHP's  clii' 
trials  failed  to  prove  that  it  worked. J 
has  won  approval  for  Alredase  in 
land,  Italy,  and  Mexico.  But  Staffnr. 
mits  that  the  drug  is  still  up  to  n 
years  away  from  FDA  approval. 

Executives  defend  the  company'  i 
search  efforts  and  FDA  approval  rv: 
Stafford  notes  that  American  Hn^iit  . 


A  POTSHOT  AT  GENERICS 
MAY  HAVE  HIT  THE  WRONG  TARGET 


C 


I  all  it  a  late  bloomer.  After  47  years, 
American  Home  Product's  oldest 
I  drug,  Premarin,  has  suddenly  be- 
come its  best-seller.  But  one  side  effect  of 
this  estrogen  replacement  for  postmeno- 
pausal women  is  a  growing  controversy. 

AHP  shares  the  $350  million  market  with 
several  generic  competitors.  But  in  1988, 
Wyeth-Ayerst  Laboratories,  ahp's  phar- 
maceutical division,  gave  the  Food  & 
Drug  Administration  new  data  that 
helped  convince  the  agency  that  the  ge- 
nerics were  not  biologically  equivalent  to 
Premarin.  Last  February,  the  FDA  recom- 
mended that  approval  for  products  such 
as  those  made  by  Premarin's  two  main 
generic  rivals — Duramed  Pharmaceuticals 
Inc.   and  Zenith  Laboratories   Inc. — be 


withdrawn  until  new  standards 
oped  to  determine  bioequivalenc 

Problem  is,  ahp's  move  again, 
nerics  may  be  backfiring.  A  maj 
whether  the  generics'  rate  and 
absorption  in  the  body,  which 
than  Premarin's,  are  meaningful 
son  for  the  difference  is  that  Pi| 
a  natural  estrogen,  made  from 
of  pregnant  mares,  while  the  ge 
synthetic.  But  at  an  FDA  hei 
absorption  and  others  issues 
May,  some  questions  were  rai.' 
Premarin. 

The  FDA's  own  tests  sugge 
Premarin  was  absorbed  at  differ 
depending  on  dosage  strength 
have  concerns  about  rate  of  a 


h 


It 
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AHP  IS  FOCUSING 
ON  DRUGS... 


DRUGS  AS  SHARE 
OF  TOTAL  SALES 


J  L 


A  PERCENT 


'INCLUDE  A.H.ROBIKS  ACQUISITION 


'90 
EST. 


...BUT  FACES  HURDLES 

EXPIRING  PATENTS  Those  for  tran- 
quilizer Ativan  anci  beta-blocker  In- 
deral expired  in  1986,  and  one  for 
beta-blocker  Sectral  will  expire  this 
year.  Analgesic  Orudis  and  contracep- 
tive Lo/Ovral  will  expire  in  1991 

A  WAIT  FOR  NEW  REVENUES  Six  prom 
ising  new  drugs — including  two  con- 
traceptives, a  pain  reliever,  and  a  heart 
drug — are  up  for  FDA  approval  but 
are  not  expected  to  make  big  contribu- 
tions for  at  least  two  years 


riTH  THE  DRUG-INDUSTRY  AVERAGE 


w  drugs  close  to  or  ready  for  ap- 
.  One  is  Norplant,  an  implantable 
ceptive  that  lasts  up  to  five  years, 
er  is  Etodolac,  a  nonsteroidal  anti- 
niatory  for  arthritis, 
n  so,  analysts  predict  it  will  be  at 
two  years  before  new  drugs  con- 
i  to  revenues.  Robins  won't  add 
to  the  drug  pipeline.  Its  top  prod- 
lobitussin  and  Dimetapp  cold  rem- 
will  bring  more  relief  to  AHP's  OTC 
/hich  includes  Anacin  and  Advil, 
the  Robins  deal  does  help  explain 
the  company  can  continue  to 


squeeze  so  much  out  of  what  seems  to 
be  so  little.  "I  call  it  the  'Carnac'  compa- 
ny," says  Ronald  Nordmann,  an  analyst 
at  PaineWebber  Inc.,  referring  to  the 
Johnny  Carson  character  who  knows  the 
answer  before  the  question  is  asked. 
"The  answer  is:  American  Home  Prod- 
ucts will  grow  at  11%  to  12%." 

The  question  is,  how?  Of  the  $3.2  bil- 
lion AHP  paid  for  Robins,  $2.3  billion 
went  into  a  trust  to  pay  all  future  claims 
associated  with  the  Dalkon  Shield,  the 
intrauterine  device  that  drove  Robins 
into  bankruptcy.  AHP  can  use  that  $2.3 


billion  as  net  operating  loss  carryfor- 
wards against  Robins'  operating  income 
until  it's  exhausted,  which  ^Stafford  fig- 
ures will  take  six  years.  "American 
Home  really  didn't  pay  cash  for  the  com- 
pany. They  paid  off  the  liability,  which 
gives  rise  to  tax  benefits,"  says  Aaron 
A.  Smith,  an  expert  in  mergers  and  ac- 
quisitions for  Coopers  &  Lybrand. 
MULLING  A  MOVE.  Those  tax  benefits  may 
mean  more  to  AHP's  bottom  line  than 
any  blockbuster  drug.  Thanks  to  Robins, 
AHP's  effective  tax  rate  dropped  to  22%' 
last  year  from  41%-  in  1985,  knocking 
$132  million  off  AHP's  1989  tax  bill.  With- 
out that  bonus,  AHP's  net  income  would 
have  declined  2.5%'  last  year,  instead  of 
increasing  by  11%',  to  $1.1  billion,  on  rev- 
enues of  $6.7  billion.  Although  AHP's  tax 
rate  will  be  about  25%'  this  year,  that's 
still  about  five  percentage  points  less 
than  other  drug  companies  pay. 

The  company  still  has  $1.7  billion  in 
loans  due  to  the  Robins  merger.  But 
that  debt  will  soon  be  paid  off  from  the 
company's  $1.2  billion  in  cash  reserves 
and  from  proceeds  of  the  sale  of  Boyle- 
Midway.  That  will  leave  AHP  with  Ameri- 
can Home  Food  Products,  whose  lineup 
includes  Chef  Boyardee,  as  its  last  re- 
maining business  outside  of  health  care. 

Now,  AHP  is  mulling  a  move  from 
New  York,  its  base  for  the  past  half- 
century,  to  New  Jersey  as  a  way  to 
bring  headquarters  nearer  to  its  Prince- 
ton research  center.  Also,  Stafford 
notes,  AHP  will  face  lighter  taxes  in  New 
Jersey.  And  as  AHP  waits  for  its  drugs 
to  wend  their  way  through  the  pipeline, 
tax  relief  is  the  medicine  it  knows  best. 

By  Bruce  Hager  in  New  York 


las  got  to  make  you  feel  ner- 
^s  Jerry  Treppel,  a  Furman 
•  Dietz  &  Birney  drug  analyst 
led  the  hearing. 
tM.  Officially,  the  FDA  is  down- 
!  test  results.  "The  point  being 

is  not  whether  Premarin  is  a 
iduct.  The  point  is  whether  the 
•e  bioequivalent,"  says  Michael 
n  FDA  spokesman.  And  AHP 
that  Premarin,  unlike  the  ge- 

a  record  of  "50  years  of  safe- 
cacy,"  says  Fred  Hassan,  Wy- 
's  president. 

ne  physicians  are  alarmed  by 
nt  variations  in  rate  of  absorp- 
critics  also  point  out  that  the 
ontent  in  a  single  dose  of  Pre- 
legally  vary  widely,  since  the 
are  based  on  manufacturing 
ig  capabilities  of  nearly  50 
Because  estrogens  have  been 
aterine  and  breast  cancer,  the 
raise  questions  about  Prema- 


rin's  long-term  use.  "Since  the  ef- 
fectiveness and  safety  is  related 
to  dose,  that  has  got  to  be 
changed,"  says  Dr.  Sidney  M. 
Wolfe,  director  of  Public  Citizen 
Health  Research  Group,  a  con- 
sumer research  and  advocacy  or- 
ganization in  Washington,  D.  C. 

Wyeth-Ayerst  agrees  that  the 
allowable  range  of  estrogen  con- 
tent should  be  tightened.  But 
Hassan  says  that  the  company's 
own  internal  specifications  are 
much  stricter.  If  there  are  any 
big  differences  in  dosage  to  be 
found,  he  argues,  they're  in  generics. 

AHP  and  the  generic  makers  are  squab- 
bling over  big  stakes.  Last  year,  Pre- 
marin contributed  $285  million  out  of 
AHP's  total  $3.2  billion  in  drug  sales.  It's 
the  most  widely  prescribed  medication 
for  menopausal  symptoms.  The  market 
consists  of  about  6  million  women  taking 
the  drug  for  an  average  of  18  months 


PREMARIN:  A  BEST-SELLER  WITH  EVEN  BIGGER  POTENTIAL 


each.  But  last  year,  the  FDA  approved 
Premarin  as  a  preventive  for  osteoporo- 
sis, a  bone  disease  that  causes  fractures 
in  older  women.  As  Baby  Boomers  start 
turning  fiftysomething  in  the  '90s,  ana- 
lysts estimate  the  market  could  swell  to 
35  million  to  40  million  women  taking 
estrogens  for  the  rest  of  their  lives. 

By  Bruce  Hager  in  New  York 
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STRATEGIES! 


'WE'RE  LIKE  A  HONEY  POT 
WITH  THE  BEES  SWARMING' 


If  Amax  doesn't  buy  sometliing  soon,  it  could  get  bought 


Allen  Born  is  considered  a  hero  in 
mining  circles,  and  with  good  rea- 
son. When  Born  took  over  as 
president  of  Amax  Inc.  in  1985,  the  natu- 
ral-resources company  was  on  the  edge 
of  bankruptcy.  It  had  racked  up  $1  bil- 
lion in  losses  before  calling  on  Born, 
then  head  of  Canada's  Placer  Develop- 
ment Ltd.  Born  brought  Amax 
back  from  the  brink  by  selling 
or  closing  unprofitable  business- 
es and  focusing  on  aluminum. 

Now,  Born  is  having  trouble 
coming  up  with  Act  II.  As  alu- 
minum prices  fall,  taking  profits 
with  them,  he's  under  pressure 
to  expand  Amax'  presence  in 
other  natural  resources  such  as 
energy  and  gold.  But  for  the 
second  time  in  less  than  a  year. 
Born  has  missed  out  on  a  big 
deal  that  would  have  helped  him 
do  just  that.  Last  month,  Amax' 
$1.25  billion  offer  for  coal  pro- 
ducer Peabody  Holding  Co.  was 
topped  by  Hanson  PLC,  which  al- 
ready owns  457f  of  Peabody. 
And  last  year,  Amax  was  outbid 
in  an  effort  to  take  over  Falcon- 
bridge  Ltd.,  a  Canadian  nickel, 
copper,  and  zinc  producer. 
BIG  COUP.  Some  analysts  and 
money  managers  speculate  that  ^ 
if  Amax  doesn't  buy  something  ' 


Such  folksy  expressions  pepper  the 
speech  of  the  third-generation  miner.  A 
Colorado  native.  Born  joined  Amax  as  a 
senior  metallurgist  in  1967.  He  worked 
his  way  up  to  become  president  of  Amax 
Canada  in  1977  but  was  lured  to  ailing 
Placer  four  years  later.  There,  Born  de- 
veloped the  strategy  that  he  would  later 


AMAX  IS  VULNERABLE  TO  ALUMINUM'S  UPS  AND 


soon,  it  may  end  up  being  taken  over 
itself.  New  York-based  Amax  could  be  a 
strategic  acquisition  for  foreign  metals 
companies,  which  see  streamlined  U.  S. 
aluminum  companies  as  attractive  prop- 
erties. Heavy  trading  in  Amax  stock  has 
helped  fuel  the  takeover  talk.  More  than 
507<-  of  the  company's  87  million  out- 
standing shares  have  changed  hands 
during  the  past  three 
months.  "Somebody 
<r-.vns  a  lot  of  this  stock 
hul  hasn't  yet  sur- 
facert,"  says  Bill  Har- 
nisch,  president  of 
Forstnian-Leff  Asso- 
ciates, an  investment 
firm  that  owns  3.2  mil- 
lion '\niax  shares.  Says 
Born;  "'We're  like  a  hon- 
ey pot  v/ith  the  bees 
swarming  around." 


82  oLiS'MFSS  WEU  K 


use  at  Amax:  sharpen  operations,  cut 
costs  and  debt,  and  focus  on  higher-mar- 
gin products.  Back  at  Amax,  Born  sold 
off  the  troubled  company's  phosphate 
and  lead  businesses  and  shuttered  its 
nickel  and  copper  mining  as  well  as  cop- 
per refining  operations.  His  big  coup 
was  buying  the  50'^  of  Alumax  Inc.  that 
Amax  did  not  own  in  1986,  just  as  alumi- 


AMAX  HEAVIES  UP  ON  ALUMINUM 


ALUMINUM 
OTHER  METALS 

TOTAL  REVENUES 
$1.3  BILLION 


COAL 
OIL  &  GAS 


TOTAL  REVENUES 

$3.9  BILLION 


num  prices  were  beginning  their  as 

Aluminum  put  the  shine  backlitl 
Amax'  bottom  line.  After  returnirj 
the  black  in  1986  with  earnings  of 
million,  Amax  saw  profits  soar  to  ^( 
ord  $741  million  in  1988.  But  the  Aim: 
acquisition  also  made  Amax  subje 
the  ups  and  downs  of  aluminum,  v,).; 
now  accounts  for  81%  of  profits.  Aii' 
minum  prices  turned  down  in  1!»S 
did  earnings  at  Amax.  Net  incniiK 
by  half,  to  $360  million,  or  $4.19  a  s 
DEFENSIVE  MOVES?  With  earnings 
pected  to  decline  by  an  additional  , 
this  year,  the  pressure  is  on  Boi  n,; 
chairman  of  Amax.  Peabody's  $1.7 
lion  in  sales  would  have  strengtl :: 
Amax'  position  in  coal,  which  is  h  s 
clical  than  aluminum.  Amax  is  tin 
tion's  No.  3  coal  producer,  but  coal 
erates  just  15.8'%  of  reveii 
down  from  51.5%  in  1986  (cl , 
For  all  their  eagerness  ti,- 
.Vmax  diversify,  though, 
!>ig  investors  were  happy  o 
liowed  out  on  Peabody.  Oi 
his   big  accomplishment,'^ 
cutting  the  company's  dci 
capital  ratio  from  707^  In  ^ 
To  buy  Peabody,  Born  wi 
have  had  to  borrow  $1  bii 
pushing  the  ratio  up  to  6U'/<' 
they  become  wrapped  up  in  e 
again  it  could  sink  them,"  wr 
metals  industry  consultant  1 
ter  W.  Merner. 

Although  Amax'  earningia 
expected  to  remain  in  the  di.n 
for  this  year  and  next,  the  r 
term  outlook  is  brighter.  C: 
company  is  doubling  alum  v. 
capacity  by  investing  $1  bi' 
in  a  hydroelectric-pnvv 
smelter  in  Quebec.  The 
plant  will  reduce  costs  aff 
comes  on  line  in  1992.  Withii 
minum  prices  starting  to  recover,  Jci 
Estra  of  Oppenheimer  &  Co.  says  P\ 
could  earn  $7  a  share  in  1993,  doubl! 
estimate  for  this  year. 

Not  all  Amax  stockholders  war 
wait  that  long.  They  want  results  m- 
or  a  takeover  at  a  premium  oveitl 
market  price  of  about  $25  a  share.  1" 
who  were  around  in  the  early  19S(l^.'. 

remember  Amax  r 
jection  of  Che'' 
Corp.'s  offer  to  b.' 
for  about  $78  a  s  u 
A  deal  like  that  mu 
make  Born  a  real  ei 
to  his  stockhold(S- 
but  it's  not  the  lU' 
to  corporate  staio 
he  has  in  mind. 

By  Monica  Rvmt  • 
New    York  and 
Driscoll  in  New  //(CT 
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ATROLMJHEWAYTOGETAHEAD 


STAYAWAY  FROM  THE  OFFICE 


Its  not  that  we're 
ramped  for  space  at 
lOLM.  Very  simply,  we 
>elieve  that  every  mo- 
nent  our  field  force 
pends  in  our  office  is  a 
noment  that  they  could 
)e  spending  with  you. 
.earning  your  business. 
Asking  questions.  Finding 
lut  what  they  need  to 
;now  to  make  your  tele- 
ommunications  system, 
nd  your  company's  oper- 
tions,  as  effective  as  possible.  From  com- 
)ining  voice  and  data  facilities  into  one 
ntegrated  system  and  explaining  to  each 
mployee  exactly  how  to  use  it. To  improvin 


8:56  a. 1)1.:  the  ROLM  representative  reporting  to  work 
at  READER'S  DIGEST  World  Headciinuters. 


applications  like  CallPathr 

You  see,  at  ROLM 
we  make  it  our  business  to 
know  yours.  And  that's 
something  we  can't  do  sit- 
ting behind  a  desk. 
Or  standing  around  the 
coffee  machine.  Which 
means  as  a  ROLM  cus- 
tomer, you'll  be  seeing  a 
lot  more  of  our  people 
than  we  do.  And  that's 
fine  with  us.  Because 
we'll  always  know  just 
where  to  find  them.  And  so  will  you. 

For  more  information,  please  call  us 
at  1-800-624-8999  extension  235. 


'Our  call  center  productivity  through  new 

waders  Digesl  is  a  registered  iradcirark  of  ihe  Readers  Digesl  A 


WE  ASK  BETTER  QUESTIONS. 
YOU  GET  BETTER  ANSWERS. 

An  IBM  and  Siemens  Company 

on,  Inc  CallPalh  ,s  a  Irademarl  of  IBM  ©1990  ROLM  Company 
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EDITED  BY  AMY  DUNKIN 


Health 


THE  BAniE  AGAINST  BALDNESS: 
A  PROGRESS  REPORT 


People  can  say  it's  a 
sign  of  virility,  talk  all 
they  want  about  such 
sex  symbols  as  Telly  Savalas 
and  Sean  Connery.  But  for 
the  average  man,  going  bald 
is  an  experience  he'd  rather 
have  happen  to  the  next  guy. 

And  it  probably  will.  Al- 
though there's  no  empirical 
evidence,  hair  loss  seems  to 
be  more  prevalent  these 
days — the  result  of  increas- 
itijHy  stressful  lives,  one  the- 
ory ;{oes.  More  likely,  "people 
are  talking  about  it  more," 
hays  Dr.  David  Green,  a 
Washi'^'^ton  (D.  C.)  dermatolo- 
gis;.  orjiai!  wonder,  since  not 
a  week  gops  1> y  without  news 
of  a  new  hakir.'  ss  remedy. 

Most  of  the  so-called  mir- 
acle cures  make  headlines  but 
not  real  progress.  Yet  some 


promising  developments  are 
occurring  in  more  established 
treatments.  Doctors  are  ex- 
perimenting with  new  mix- 
tures to  make  minoxidil  more 
effective.  They  have  improved 
surgical  transplant  methods. 
And  new  weaving  techniques 
are  close  to  creating  wigs  that 
can  be  worn  permanently. 
IN  THE  GENES.  These  solutions 
are  aimed  primarily  at  those 
who  have  male  pattern  bald- 
ness, the  gradual  hair  loss  re- 
sulting from  a  combination  of 
heredity  and  chemistry.  It  oc- 
curs when  genetic  factors  pre- 
dispose certain  hair  follicles  to 
curtail  their  growth  in  the 
presence  of  a  male  hormone, 
dihydrotestosterone. 

The  scalps  of  over  30  mil- 
lion men  and  20  million  wom- 
en in  the  U.  S.  are  suffering 


from  this  "androgenetic  alo- 
pecia." Although  it's  deplored 
as  a  sign  of  aging,  baldness  is 
quite  common  among  young 
men:  Nearly  A0%  of  those  in 
their  30s  suffer  from  signifi- 
cant hair  loss.  But  there's  lit- 
tle comfort  in  numbers. 

One  of  the  most  hopefully 
eyed  remedies  is  minoxidil, 
the  antihypertensive  drug 
that  also  stimulates  hair 
growth.  Launched  as  Rogaine 
in  1988,  this  prescription  mix- 
ture is  (as  the  ads  say)  "the 
only  product  ever  proven  to 
grow  hair,"  though  other  ton- 
ics may  give  that  impression 
(box).  But  Rogaine  doesn't 
work  for  most.  Just  one-third 
of  the  men  using  it  experience 
any  real  hair  growth,  and 
only  157f  report  a  visible  cos- 
metic difference;  women  have 


a  slightly  higher  success 

For  better  results, 
dermatologists  formi 
their  own  mixture  wi 
higher  percentage  of  mi 
dil.  The  application  is 
same  as  when  using  rej 
Rogaine,  which  costs 
$50  a  bottle.  The  user 
sages  a  premeasured  anr 
into  the  scalp  twice  a  c 
religiously  and  indefinite 
Other  doctors  are  cor 
ing  Rogaine  with  Ret 
which  seems  to  increas( 
scalp's  absorption  ability 
Adam  Lewenberg  of 
York  prescribes  such  a 
tion  that's  applied  three 
a  day.  "Any  patient  who 
with  it  for  two  years  hi 
809;  to  90%  chance  of  im 
ing  his  hair-,"  he  claims. 
But   that  success 
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iberg  admits,  applies  to 
3timal  group:  men  in 
lOs  or  30s  who  still  have 
liderable  amount  of  hair 
ho  have  developed  small 
pots  within  the  past  five 

And  even  for  the  happy 
results  are  limited.  Of- 
;  takes  a  year  for  new 
)  appear.  Rogaine  stimu- 
only  follicles  on  top  of 
;ad;  it  doesn't  do  much 
ceding  hairlines, 
it  it  does  do,  in  90%  of 
ses,  is  significantly  slow 
hair  loss — often  within 
lonths  after  patients  be- 
)plying  it,  says  Dr.  Da- 
''hiting,  director  of  the 
r  Hair  Research  & 
nent  Center  in  Dallas. 

seems  that  "Rogaine 

better  as  a  preventa- 
lan  as  a  restorative." 

those  who  do  want  to 
e  what  they've  lost,  hair 
ilants  may  be  the  an- 

Surgical  scalping  has 
been  the  butt  of  jokes, 
the  result  often  looked 
iviously  phoney,  with 
:e  tufts  of  hair  stuck  ev- 
■hich  way  in  the  head, 
transplants  have  come 
:  the  Dark  Ages  in  the 
'ew  years,"  says  Dr. 
ng  Stough,  who  heads 
ough  Dermatology  Clin- 
iot  Springs,  Ark. 
i.'  Performed  under  lo- 
laesthesia,  the  basic  op- 
n  is  straightforward,  if 
ivhat  bloody.  Skin 
or  "plugs,"  each  con- 
g  about  20  hairs,  are  re- 
l  from  the  back  and  side 
!  head  and  transplanted 
!  balding  patches  in  the 
or  on  top.  In  the  tradi- 

method,  the  plugs  are 
ed  into  circular  holes, 
ly  the  size  of  a  pencil 
•,  that  are  punched  into 
ead.  In  a  newer  varia- 


require  four  to  six  sessions, 
spaced  three  or  four  months 
apart.  Although  you  can  lead 
a  normal  lifestyle,  it's  not  a 
fun  period.  At  first,  the  trans- 
planted follicles  shed  hair. 
Small  red  scabs  appear  on  the 
scalp,  and  sometimes  a  crust 
develops — though  ointments 
now  help  cover  the  worst. 

But  the  advances  go  be- 
yond salves.  Doctors  can  now 


FOR  THICKER-LOOKING  HAIR 
EXPECT  A  THINNER  WALLET 


any  companies  have 
launched  over-the- 
counter  products  offering 
therapy  for  thinning  hair. 
These  are  no  quick  wash- 
and-go  items.  They  usually 
consist  of  an  entire  routine: 
"wash  phase"  (shampoo), 
"attack  phase"  (conditioner), 
and  "styling  phase"  (spray). 
It's  elaborate — and  expen- 
sive. Revlon's  Nutrasome 
system  (shampoo,  supple- 
ment, and  gel)  totals  $21  at 
drug  stores.  A  20-day  supply 
of  Foltene's  formula  costs 
$75  at  J.  C.  Penney.  And  Up- 
john markets  a  $5.50  Pro- 
gaine  shampoo  as  a  supple- 
ment to  its  pricey  Rogaine. 

Despite  their  claims  of 
unique  formulas,  these  prod- 
ucts all  basically  contain  pro- 
tein. Protein  binds  with  wa- 
ter and  affixes  itself  to  the 
hair  shaft,  causing  it  to 
thicken  and  swell — temporar- 
ily. At  first,  some  manufac- 
turers' claims  seemed  to  sug- 
gest the  products  could 
restore  hair.  But  this  year, 
the  FDA  issued  guidelines 
on  product  pitches.  Now, 
most  companies  are  careful 
to  say  only  that  the  products 


dermatologists  insert 
;-shaped  hair  grafts  into 
-like  stuffing  "meat  in  a 
andwich,"  says  Stough. 
ler  way,  a  transplant  is 
ous  and  painstaking  pro- 
e.  As  with  any  cosmetic 
ry,  some  artistry  is  in- 
i:  To  look  natural,  the 
i  should  overlap  and  be 
d  so  they  follow  the 
I  own  wave.  Properly 
a  session  takes  at  least 
lours,  and  most  clients 


transplant  hair  in  micrografts 
that  contain  one  or  two  hairs. 
Micrografts  fill  in  spaces  be- 
tween the  main  plugs  and  cre- 
ate a  more  realistic-looking, 
gradual  hairline. 
SHRINK  IT.  In  another  refine- 
ment, doctors  precede  the 
transplant  with  a  scalp  reduc- 
tion, an  operation  that  in- 
volves removing  part  of  the 
scalp  to  shrink  the  bald  area. 
Reductions   are   useful  if 


there's  not  enough  donor  hair 
to  cover  the  barren  spots, 
says  Dr.  Green.  Otherwise, 
"it's  like  putting  a  6-by-12  rug 
in  a  9-by-12  room — no  matter 
how  you  rearrange  it,  it'll 
never  cover  the  whole  floor." 

Hair  transplants  can 
achieve  results  for  men  of 
any  age,  with  any  pattern  of 
baldness — though  obviously, 
the  more  hair  remaining,  the 


produce  thicker-/ooA"//?^  hair. 

Many  also  say  their  prod- 
ucts nourish  follicles  from 
within,  which  doctors  doubt. 
"If  they  really  go  to  the  folli- 
cle, they're  a  drug  and  would 
require  FDA  approval,"  says 
Dr.  David  Green,  a  Washing- 
ton (D.  C.)  dermatologist. 

These  regimens  usually  do 
create  a  pleasantly  full  ap- 
pearance. But  they  won't 
permanently  thicken  hair, 
and  they  certainly  can't  re- 
verse hair  loss,  says  Michael 
Mahoney,  president  of  the 
American  Hair  Loss  Council, 
a  nonprofit  consumer-advo- 
cacy group.  Using  them  for 
those  purposes  "is  like  apply- 
ing car  wax  to  improve  the 
car's  engine."  T.  S. 


less  extensive  the  surgery  has 
to  be.  It  will  always  be  expen- 
sive, however.  Scalp  reduc- 
tions cost  about  $1,500;  the 
transplant  sessions,  $2,000  to 
$3,000  apiece.  So  costs  can 
easily  reach  $10,000  to  $15,000 
before  the  job's  done. 

Those  who  don't  want  to  in- 
vest the  money  or  time  in 
transplants  are  left  with  cos- 
metic solutions.  An  increasing 
number  of  beauty  salons  spe- 


cialize in  the  art  of  hair  addi- 
tions— that  is,  supplementing 
one's  natural  locks  with  syn- 
thetic or  real  hair.  The  price 
can  go  from  $250  to  $2,500. 
The  extension  hair  stays  on 
until  the  real  hair  grows  out. 

Many  hairpieces  also  offer 
round-the-clock  wearability. 
Some  outfits  even  suture  the 
hairpiece  into  the  scalp — 
"which  is  being  aggressive,  to 
say  the  least,"  says  Dr.  Ar- 
thur Bertolino  of  the  hair  con- 
sultation unit  at  New  York 
University  Medical  Center.  He 
strongly  advises  against  such 
procedures,  which  can  cause 
infection  or  blood  poisoning. 
BRAIDS.  A  more  reasonable 
approach  is  one  that  affixes 
the  hairpiece  with  weaving. 
That's  basically  the  method 
used  by  Hair  Club  for  Men, 
one  of  the  biggest  services, 
with  28  centers  around  the 
country.  The  client  gets  fitted 
with  a  porous  nylon  mesh, 
which  allows  the  remaining 
hairs  he  has  to  stick  through. 
Additional  human  hair, 
matched  for  texture  and  col- 
or, gets  affixed  to  this  mesh, 
which  is  then  braided  tightly 
into  his  side  hairs.  Cost: 
$2,000  to  $3,000,  comparable 
to  that  of  most  quality  hair- 
pieces. 

The  difference  is  this  piece 
doesn't  come  off,  while  the 
wearer  sleeps,  exercises,  or 
even  swims.  "It's  unlike  a  tou- 
pee, which  is  like  walking 
around  with  a  prosthetic  de- 
vice," says  Hair  Club  founder 
(and  client)  Sy  Sperling. 

However,  the  mesh  will  be- 
gin to  slip  as  the  hair  grows. 
So  about  every  two  months 
Hair  Club  clients  visit  the 
shop  for  refitting.  These  90- 
minute  visits  cost  $60  each. 

But  every  treatment  for 
baldness  involves  on-going 
maintenance  of  some  sort — 
even  transplants.  Six  years 
ago,  Adam  Dobrin  of  Wash- 
ington underwent  transplants 
to  fix  a  receding  hairline. 
Though  it  took  more  than  a 
year,  he  was  delighted  with 
the  results.  Lately,  however, 
the  software  consultant  has 
noticed  that  his  "crown  is 
starting  to  thin.  So  at  some 
point,"  he  says  casually,  "I'll 
have  to  go  back  in  for  a 
touch-up."  Troy  Segal 
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enough  to  burn  split  logsfl 
Grillery  is  made  in  Ant# 


Cooking 

GRILIS  WITH 
FRILLS  FOR  THE 
OUTDOOR  CHEF 


ow  that  Memorial  Day 
has  passed,  smoky 
smells  from  backyard 
barbeques  will  once  again  be 
wafting  through  the  air. 
Whether  you're  a  hot-dog-and- 
hamburger  flipper  or  an  ac- 
complished outdoor  chef,  re- 
cent innovations  may  whet 
your  appetite  for  some  fancy 
new  equipment. 

The  black  carbon-steel  Com- 
bo Pit  from  Pitt's  &  Spitt's 
(800  521-2947)  has  a  top  cham- 
ber for  grilling  food  directly 
over  charcoal  and  a  bottom 
one  for  slow-cooking  with 
smoke.  To  slow-cook  a  bris- 
ket, for  example,  you  would 
light  firewood  or  charcoal  in 
the  bottom  chamber,  put  the 
meat  on  the  grill,  and  flip 
down  the  cover.  The  $595 
Combo  Pit  has  an  adjustable 
flue  that  controls  the  cooking 
temperature,  as  indicated  on 


THE  GRILLERY  FUNNELS  JUICES  TO  A  BASTING  PAN 


an  attached  thermometer,  and 
directs  the  smoke  into  the  en- 
closed area.  At  about  200F, 
cooking  time  for  a  brisket  is 
an  hour  per  pound. 
SPLIT  LOGS.  Instead  of  a  con- 
ventional wire  grill,  the  stain- 
less-steel, $750  Grillery  fea- 
tures a  grid  of  V-shaped  bars 
spaced  about  an  inch  apart. 


Like  miniature  rain  gutters, 
they  carry  the  juices  into  a 
basting  pan,  averting  flare- 
ups.  The  Grillery,  a  brainchild 
of  former  Time  correspon- 
dent Charles  Eisendrath,  also 
allows  more  control  over  the 
heat  because  the  grid  can  be 
raised  up  to  16  inches  above 
the  flame.  The  fuel  bo.\  is  big 


bor,  Mich.,  and  is  avai 
onlv  through  mail  order 
995  2164). 

NO  LAVA.  Purists  scoff  a 
ing  butane  or  propane  gai 
barbecuing,  claiming  thai 
tantamount  to  moving  a  V 
en  stove  onto  the  back  pi 
Still,  about  half  the  13  m 
grills  sold  last  year  were 
Weber-Stephen  Prodi 
famed  for  the  charcoal-!: 
ing  kettle  grill  it  brought 
in  1952,  now  markets  the 
esis  gas  grill.  It  esci 
hard-to-clean  lava  rock 
favor  of  easy-to-clean 
bars.  Whether  you  choos( 
rocks  or  the  bars,  the 
gets  the  smoky  flavor  \ 
fats  or  juices  hit  the  he 
surface  and  vaporize. 
Genesis  line  costs  $200  to 
at  department  stores 
home  centers. 

To  keep  fish  and  vegei 
fragments  from  falling 
the  flames,  Griffo  Proc 
(800  426-1286)  offers  tij 
meshed  grill  tops  of  staii 
or  ceramic-coated  steel.  ' 
come  in  eight  sizes  that  i 
for  $7  to  $49  and  fit  : 
models.  Steix'  Ph, 


'ash  is  king,"  Donald 
^rump  crowed  recently, 
while  announcing  that  he 
was  selling  assets  to  raise 
money.  But  unlike  Trump's 
cash-squeezed  businesses, 
some  companies  regularly 
have  enough  funds  to  do 
with  as  they  please. 

These  are  companies  with 
strong  free  cash  flow,  or 
cash  that's  left  over  after 
capital  expenditures  and  divi- 
dends have  been  met.  Similar 
to  a  family's  discretionary  in- 
come, free  cash  flow  gives 
companies  the  option  to  pay 
debt,  purchase  a  business, 
buy  back  stock,  or  issue  a 
special  shareholder  dividend. 

Such  flexibility  is  attract- 
ing investors  like  Stephen 
Lieber,  a  senior  partner  with 
Lieber  &  Co.,  which  manages 
the  $3.9  billion  Evergreen 
mutual  fund  family.  Based 
on  free  cash  flow,  he  likes 
rilair  Corp.,  a  direct-mail  re- 
tailer of  apparel  and  home 
furnishings.  After  capital  ex- 


Smart  Money 

FREE  CASH  FLOW:  IT'S  AS  GOOD 
AS  IT  SOUHDS 


penditures,  taxes,  and  the 
regular  dividend  last  year, 
Blair  had  $13.7  million  left 
over.  Some  of  the  funds 
went  to  pay  a  special  cash 
dividend  of  $1.01  per  share 
on  top  of  its  60?  dividend. 
STEADFAST.  During  the 
1980s,  cash-rich  companies 
attracted  corporate  raiders 
because  the  cash  could  be 
used  to  pay  down  the  debt 
that  was  taken  on  to  acquire 
them.  Although  merger  ma- 
nia has  subsided,  some  inves- 
tors now  target  companies 
with  free  cash  flow  because 
they're  financially  sound. 
Earnings  can  be  misleading 
because  accounting  rules  al- 
low companies  to  recognize 
revenues   that  haven't  yet 
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come  in.  For  example.  Inte- 
grated Resources  and  Todd 
Shipyards  had  good  earnings 
but  negative  cash  flow.  Both 
are  now  in  Chapter  11. 

Thus,  Kenneth  Hackel  of 
Systematic  Financial  Man- 
agement in  Fort  Lee,  N.J., 
looks  for  companies  with  a 


SOME  CASH 
Flow  PICKS 


The  following  figures  ore  tfie  ratio  of 
stock  price  as  of  May  25  to  ttie  four- 
year  average  of  free  cash  flow; 


ALCAN  ALUMINUM 


10.5 


GOODRICH 


14.6 


LUBRIZOL 


13.4 


VULCAN  MATERIALS 


13.3 


S&P  500 


22.5 


DATA:  SYSTEMATIC  FINANCIAL  MANAGEMENT 


history  of  consistent  i 
cash  flow  that  trade  at  a 
multiple  to  the  market,  j 
choice:  Lubrizol,  a  specil 
chemical  company  whl 
shares  sell  for  13.4  tii 
free  cash  flow,  compaj 
with  22.5  times  for  the  al 
age  industrial  company! 
Standard  &  Poor's  SOO-sf 
index.  Lubrizol's  free  a 
flow  has  been  growingl 
about  107'  annually  overf 
past  four  years. 

Robert  Raiff,  director! 
research  at  C.J.  Lawrei 
Morgan  Grenfell,  also  lc| 
for  companies  where 
cash  flow  is  rising.  He  po| 
to  retailer  J.  C.  Penr 
Raiff  thinks  Penney's  e| 
ings  could  grow  12%  a 
during  the  next  five  yej 
and  it  could  increase  its 
dend  at  least  once.  And 
expects  Penney's  free 
flow  to  grow  at  about  Ic 
year  now  that  the  retail 
big  capital-spending  puslj 
over.  Bruce  h\ 
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Win  Our  Old  Grand-Dad 
Pebble  Beach  Sweepstake%  . 
ANDYbu  Could  Do        ^  ^ 
Some  Deep-Sea  Fishing.     1  ^ 


That's  because  our  grand  prize  puts  you  on  America's  most  simul- 
meously  wonderful  and  devastating  golf  course. 

Suppose  you  don't  win?  You  could  still  wind  up  with  a  new  set 
titleist  dtr  clubs  or  any  number  of  other  prizes.  just  visit  your 
)uor  store,  find  our  display  and  enter.  from  there.  it's  sink  or  swim. 

This  contest  is  not  sponsored  or  endorsed  by  Pebble  Beach  Company.  "Pebble  Beach"  is  a  registered  trademark  of  Pebble  Beach  Company  - 


ersonal  Business 


i 


Valuables 


TIMEPIECES  THAT  WILL  STAND 
THE  TEST  OF  TIME 


For  many  younger  people, 
the  low-price,  flashy 
plastic  Swatch  has  come 
to  symbolize  the  modern-day 
Swiss  watch  industry.  But 
just  as  they  did  centuries  ago, 
old-world  craftsmen  are  still 
turning  out  the  kind  of  expen- 
sive, high-quality  timepieces 
that  helped  put  Switzerland 
on  the  world  map. 

The  fruits  of  their  labor  are 
costly.  A  simple  Patek  Phi- 
lippe gold  watch  with  a  leath- 
er band  sells  for  $6,000;  the 
basic  Blancpain  model  is 
$4,600.  Prices  reach  far  loftier 
levels  for  watches  with  com- 
plicated movements.  A  gold 
Patek  Philippe  that  combines 
a  chronograph,  perpetual  cal- 
endar, and  moon  phases  goes 
for  $54,000. 

HEIRLOOM.  Nevertheless,  ex- 
pensive Swiss  watches  are 
making  a  comeback.  Exports 
were  up  20%,  to  a  record  $4 
billion  last  year,  spurred 
mainly  by  growing  American 
and  Japanese  demand  for  ex- 
clusive models,  says  The 
Swiss  Watch  Federation  in 
Bienne  (41-32-225911).  For 
many  buyers,  these  watches 
are  like  precious  jewels  that 
can  be  passed  on  for  genera- 
tions. And  with  prices  appreci- 
ating 50%  in  the  last  five 
years,  they  make  good  invest- 
ments as  well. 

Even  at  steep  prices,  there 
are  many  models  to  choose 
from.  So  if  you  are  interest- 
ed in  making  a  purchase,  keep 


Worth  Noting 


■  ENERGY  GUIDE.  Conserva- 
tion can  begin  in  the  home, 
say.=;  the  American  Council  for 
an  E:u?vgy- Efficient  Economy. 
It  offers  a  guide  to  the  most 
efficient  home-heating  and 
cooling  r.ppliances.  It's  $3 
from  Suite  ;VJ5,  1001  Connecti- 
cut Ave.  N.  Washington, 
I).  C.  20036. 

56  s»L.«,STic  PEf?K.  The  latest 
pre^-.iiim  card  lure:  Master- 


a  few  basic  rules  in  mind. 

Choose  a  mechanical  watch, 
not  a  quartz  one.  The  move- 
ment in  a  mechanical  watch 
may  lose  or  gain  a  few  min- 
utes a  month.  But  why  spend 
thousands  of  dollars  on  a 
quartz  movement  that  differs 
little  from  that  in  a  $50  drug- 
store watch?  Furthermore, 
the   integrated   circuits  and 


company  that  manufactures 
its  movements  or  at  least  is 
associated  with  a  skilled,  reli- 
able manufacturer.  That  way, 
if  a  tiny  piece  breaks,  chances 
are  you  can  get  it  replaced 
without  having  to  buy  a 
whole  new  movement. 
PRECISION.  Few  direct  manu- 
facturers are  left.  Rolex, 
which  sells  tens  of  thousands 
of  watches  a  year,  is  one.  So 
is  Patek  Philippe,  which 
makes  all  its  move- 
ments in  its  Geneva 
workshops.  The  compa- 
ny keeps  a  stock  of 
components  for  20  or 
30  years.   For  older 


Breguet,  Breitling,  Piag(, 
Vacheron  Constantin.  h 
get  their  movements  ■( 
Nouvelle  Lemania,  w^ 
workshop  near  Lausn 
built  the  Omega  Speedmi  t^ 
the  chronograph  won' 
U.  S.  astronauts  who  la^i 
on  the  moon. 

Make  sure  the  watd 
marked  water-resistant,|: 
just  humidity-protecte! 
model  that's  water-res|ii 


NO  JUST-IN-TIME-OELIVERY:  BLANCPAIN  TAKES  UP  TO  ONE 
YEAR  TO  MAKE  EACH,  INDIVIDUALLY  SIGNED,  WATCH 


batteries  in  quartz  watches 
may  change,  making  it  impos- 
sible to  find  parts  down  the 
road.  That  happened  with 
quartz  watches  made  in  the 
1970s,  which  use  batteries 
that  are  no  longer  available. 
Buy  your  watch   from  a 


Card's  gold-card  holders  can 
now  get  emergency  road  ser- 
vice by  phoning  their  break- 
down location  to  an  800  num- 
ber. Operators  call  a  nearby 
garage,  negotiate  a  fee,  and 
bill  your  account. 
■  PERIOD  PIECES.  Remodelers 
after  a  unique  touch  can  buy 
solid-brass  replicas  of  turn-of- 
the-century  lighting  fixtures 
from  Rejuvenation  Lamp  & 
Fixture  Co.  For  a  catalog, 
write  901  N.  Skidmore,  Port- 
land, Ore.  97217. 


watches,  it  will  hunt  for  parts 
or  remake  the  pieces  itself. 

Blancpain,  which  was  creat- 
ed in  1735  and  is  the  oldest 
Swiss  watch  company,  makes 
every  movement  in  a  farm- 
house near  Lausanne.  Blanc- 
pain produces  only  4,000 
watches  a  year.  Each  takes 
up  to  one  year  to  make  and  is 
signed  by  the  craftsman  who 
worked  on  it.  The  company  is 
so  proud  of  this  tradition  that 
its  slogan  is:  "Blancpain  has 
never  made  a  quartz  watch 
and  it  never  will." 

Audemars  Piguet  no  longer 
makes  its  movements  but  has 
them  made  by  Jaeger  Le- 
Coultre,  a  manufacturer  that 
also  sells  watches  under  its 
own  name.  You  can  be  safe 
with  other  famous  companies 
such  as  Baume  &  Mercier, 


to  30  meters  can  withst 
dunking  in  a  sink,  showl 
pool.  One  that  is  waterj 
tant  to  120  meters  will 
vive  waterskiing  and  div  (. 

Finally,  don't  be  bs  i 
about  bargaining  witl  [ 
dealer.  With  markups  of  i< 
or  more,  most  jewelry  s  3 
that  sell  these  watches  s. 
room  to  come  down  on  ii 
In  Geneva,  for  exai  <■ 
stores  routinely  offer  ! 
discount  and  waive  th  < 
sales  tax  for  foreign  vis ) 
Parisian  dealers  have  r 
known  to  knock  20V'  oi  i 
price,  along  with  thel' 
sales  tax.  Hong  Kongd 
counts  are  often  steepej 
to  40%.  No  matter  whery 
buy,  though,  you'll  be  td 
home  a  little  piece  of  old  W- 
zerland.  Blanca  Rm 
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SANTIAGO 


BUENOS  AIRES 


SOLAR  SYST 


When  you're  travelling  it's  reassuring  to  know 
you  can  rely  on  a  perfectly  coordinated  fligtit 
sctiedule.  Caretully  devised  to  allow  for  time 
differences  at  eacti  destination,  with  no-wait 
connections,  at  convenient  times.  Ensuring  you 
can  make  the  most  of  your  day. 

Only  a  truly  international  airline  can  make 
this  possible.  And  if  that  airline  can  also  offer 


you  the  warmth  and  hospitality  of  the  Spanish 
sun,  you  should  have  no  doubts  as  to  which  way 
to  fly. 

Call  your  travel  agent  or  1-800-SPAIN-IB 


WARM  TO  THE  EXPERIENCE. 


88A-CA 


Ihe  Catalog  That 
Helped  JCPenney 
Save  $60  MiE 
Alfear. 


Wljen  JCPenney  moved  to  Texas,  they  saved  enough  money  on  office  space 
alone  to  cover  their  movhiq  costs  in  a  hurry.  JJjcy  also  cut  their  utility  bill  in 
half.  And  quit payin£f  a  state  income  tax.  To 
find  out  more,  call  for  a  free  copy  of  our  book. 


512-320  9636 


nginriaBiiiiiaSw'i 


S8BCA 


AVAILABLE  NOW  AT  tHESE  FINE  BOOKSTORES 


A  Clean  Well  Lighted  Place 

Books  Inc. 

Doubleday  Book  Shop 

Stanford  Bookstore 

For  Books 

San  Jose,  CA  95128 

San  Francisco,  CA  94108 

Palo  Alto,  CA  94301 

Larkspur,  CA  94939 

(408)  243-2755 

(415)  989-3420 

(415)  326-0381 

(415)  461-0171 

Book  Star 

San  Diego  Technical  Books 

UCLA  Bookstore 

A  Clean  Well  Lighted  Place 

University  City,  CA  92122 

San  Diego,  CA  92111 

Los  Angeles,  CA  90024 

For  Books 

(619)  457-7561 

(619)  279-4990 

(213)  206-0763 

San  Francisco,  CA  94102 

(415)  441-6670 

Computer  Literacy  Bookshop 

Stacey's  Bookstore 

University  Square  Bookstore 

San  Jose,  CA  95131 

Palo  Alto,  CA  94301 

Los  Angeles,  CA  90032 

B.  Dalton  Bookseller 

(408)  435-1118 

(415)  325-0681 

(213)  343-2500 

Sacramento,  CA  95814 

(916)  442-7609 

Chaucer  S  Co,  Books 

Stacey's  Bookstore 

use  Trojan  Bookstore 

Santa  Barbara,  CA  93105 

San  Francisco,  CA  94105 

Los  Angeles,  CA  90007 

Books  Inc. 

(805)  682-4067 

FAX  (415)  777-5017 

(213)  748-5841 

Palo  Alto,  CA  94304 

(415)  321-0962 

Doubleday  Book  Shop 

Stanford  Bookstore 

Los  Angeles,  CA  90017 

Stanford,  CA  94305 

(213)  624-0897 

(415)  329-1217 

Position  Yourself  for  Success  With  McGraw-Hill  Business  Books 


88C-CA 


These  days,  most  airlines  have 
added  extra  rows  of  seats  to  squeeze 
a  few  extra  passengers  on  board.  So 
there  you  sit,  hoping  the  guy  in  front 
of  you  doesn't  lean  back. 

At  Alaska  Airlines,  we  try  not  to 
cramp  your  style. 
83D-ca 


Most  of  our  planes  have  about  a 
dozen  fewer  seats  than  our  competi- 
tors' Which  gives  you  a  couple  of  extra 
inches  of  legroom  in  every  coach  seat. 

It's  just  one  of  the  little  things— 
along  with  nice  people  and  tasty  food 
—that  makes  flying  Alaska  Airlines 


just  a  bit  more  comfortable. 

So  next  trip  up  or  down  the  west 
coast,  fly  Alaska  Airlines.  And  instead 
of  an  airlineseatthatfeelslikethis,  t  r  y 
one  that  feels  like  tfiis. 

Alaska^Airlines 


MASTERWORKS 


ARARE  COLLECTION 
OFTHE  FINEST 

HOTELS  AND  RESORTS 
IN  THE  WORLD 


to  Companies 

(  gives  the  starting  page  for  a  story  or  fea- 
o  significant  reference  to  o  company.  Most 
es  are  indexed  under  their  own  names. 
;s  listed  only  in  tables  ore  not  included. 


ip  20 

HomeCore  20 
ternational 
12 

:Graw-Hill  14 
I  International  66 
36,  82 

etroleum  42 
52 

gy  68 
34 
70 

jroup  56 

Hospital  48 
cations 

75 


Comsat  Video 

Enterprises  75 
Conner  Peripherals  68 
Continental  Airlines  24 
Corrections  Corp.  of 

America  28 


Deere  18,30 
Delta  Air  Lines  25 
Deutsche  Bank  45 
Dreyfus  56 
Du  Pont  36 


Eostern  Air  Lines  24 
Electronic  Data  Systems  48 
Elf  Aquitaine  36 
Energy  Service  48 
Enimont  34 
Equitable  Life 

Assurance  48 
Etherington  Industries  70 


Folconbridge  82 
FCB/Leber  Katz  52 
Federal  Express  56 
Fiat  34 

Fidelity  Investments  56 
Fischbach  30 
Foothill  Bonk  70 
Formosa  Plastics  42,  45 
Frocmoster  36 
Frame  Technology  77 
Frogskins  22 

G 


Intelligy  23 
Interleaf  76,  77 


General  Electric  72 
General  Foods  52 
GM  34,52,66,78 
Gramercy  Capital 
Management  68 
Grey  Advertising  52 
Greyhound  Dial  78 
Griffo  Products  86 

H 


Jaeger  Le-Coultre  88 
Janus  56,  64 
Jebco  Seismic  36 
Johnson  &  Johnson  22 


K  mart  66 
Kemper  Financial 
Services  66 


Loser  Plot  70 
Lockheed  66 
Loews  48 
LTV  24 
Lubrizol  86 

M 


Hanson  82 
Harcourt  Brace 

Jovonovich  21 
Heolthdyne  20 
Herbert  Lobs  22 
Hitachi  72 
Honda  45 
Honeywell  48 
Hospital  Corp.  of 

America  48 
Houghton  Mifflin  21 
Huffington  42 

I 


Manville  24 
Matsushita  72 
McConn-Erickson  52 
McDermott  36 
MCI  14 
Medical  Billing 

Specialists  20 
Merrill  Lynch  56 
Microsoft  76 
Mmolta  72 
Mitac  42 
Mondadori  34 
Montedison  34 

N 


NEC  30 

Nestle  34,42 

New  Englond  Critical 

Core  20 
Northern  Telecom  76 
Northwest  Airlines  48 
Norwest  18 
Novo  34 


Occidental  Petroleum  66 
Olivetti  34 
Olympus  72 

OPM  Leasing  Services  24 
Oppenheimer  Management 

Group  56 
Orien  Venture  Capitol  23 

P 


lAI  56 

Iberia  Air  Lines  34 
IBM  30,78 

Imperial  Chemical  68,  80 
Integrated  Resources  86 


Pacific  Electric  Wire  & 

Coble  42 
PoineVv'ebber  80 
Pan  Am  48 
Paramount  66 
Patek  Philippe  88 
Peobody  Holding  82 
Penn-Dixie  24 
Penney  (J.C.)  85,  86 
Penrod  Drilling  48 
Pfizer  66 

Phelps  Dodge  Mining  78 
Pioget  88 
Pirelli  34 
Pitt's  &  Spitt's  86 
Placer  Development  82 
Placid  Oil  48 
President  Enterprises  42 
Procters.  Gamble  52,78 


Prudential  insurance  20 

Q 


Quark  76 
R 


Rainwater  48 
RCA  72 
Revlon  85 

Rhone-Poulenc  68,  80 
RJR  Nabisco  42 
Robins  (A.H.I  80 
Rolex  88 
Rorer  Group  68 
Rowan  48 


Saab  34 

Salomon  Brothers  68 
Schering-Plough  22 
Scientific-Atlanta  75 
Sciteq  Electronics  70 
Scudder  Stevens  & 

Clark  56 
Sedco  48 

Silicon  Beach  Software  76 
Smith  (R.D.)  48 
Smith  Laboratories  48 
Sony  72 

Source  Perrier  30 
Southwest  Airlines  25 
Southwest  Gos  78 
Systemotic  Financial 
Management  86 


T.  Rowe  Price  56 
T2  Medical  20 
Tandem  Computers  56 
Texaco  48 
Texas  Air  5,  24 
Thomson  21 ,  72 
Time  Warner  66 
Todd  Shipyards  86 
Toyota  45 
Tuntex  Properties  42 
Twentieth  Century  56 

u 


U.S.  Sprint  14 
United  Technologies  77 
Upjohn  68,  85 
USAir  34 
USX  66 


Vacheron  Constontin  88 
Vonguord  56 
Ventano  78 
Victor  Co.  of  Japan  72 

w 


Walt  Disney  48 
Weber-Stephen 

Products  86 
Wyndham  Food  42 
Wyse  Technology  42 

X 


Xerox  77 


Zenith  72 


Beverly  Hills,  CA 

L'Ermitage 
Los  Angeles.  CA 

Bel  Sge 
San  Francisco.  CA 
The  Huntington 
The  Sherman  House 

Carmel.  CA 
The  Highlands  Inn 

Napa  Valley,  CA, 
Meadowood  Resort 
Auberge  du  Soleil 
Dei  Mar,  CA 
Inn  LAuberge  Del  Mar 
Rancho  Santa  Fe,  CA 
\ohn  Gardiner's 
Rancho  Valencia 
Santa  Barbara,  CA 
San  Ysidro  Ranch 
Sedona,  AZ 
Enchantment 
Vail  Valle\  CO 
The  Lodge  at  Cordillera 
Denver,  CO 
The  Burnsley 

Minneapolis,  MN 

The  Whitney 


Saint  Louis,  MO 
Hotel  tAajestlc 
San  Antonio,  TX 
The  Fairmount 

Housl:on,  TX 
The  Lancaster 
New  Orleans,  LA 
Moison  de  Ville 
Boston,  MA 
Boston  Harbor  Hotel 
New  York,  NY 
The  Lowell 
Washington,  DC 
The  lefierson 
Coconut  Grove,  FL 
Mayfair  House 
Florida  Keys 
Little  Palm  Island 

Cheeca  Lodge 
Vevey,  Switzerland 
Le  Mirador 
Paris,  France 
Hotel  Balzac 
Mexico 
Villus  Quinta  Real: 
Puerto  Vallarta 
Quinta  Real  Cuadalajara 


For  a  complimentary  directory,  write 
SMALL  LUXURY  HOTELS  &  RESORTS 

i  j?  S  Robertson  Blvd  .  #  202  Beverly  Hills,  CA       I  I 


Reservations:  (800)  345-3457 
Airline  Access  Code:  LX 
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Which  computer  is 
the  most  pcrfi? 


Okn\;  so  its  a  Dick  question.  But  tlie  right  answer  could 
l")e  woitli  millions  to  \oli  iind  your  organization. 

Tlie  a\enige  computer  comjxuiy  would  ha\"e  xou  heliexe 
tliat  you  CcUi  measure  the  pow  er  of  tlieir  computers  purely  in 
machine  teniis.  like  megaiiertz  or  .MIPS. 

At  .Apple,  we  see  tilings  diflerentl\;  A  personal  computer 
c;uf t  do  an\"thiing  by  itself.  .And  a  computer  diat  people  cant  — 
or  won"t  —  use  doesn't  realk  ha\"e  any  power  at  all. 

Just  tiriuk  of  all  die  PCs  xoSxe  seen  like  die  computer 
i!'  !  die  left,  sitting  idle  most  of  die  time. 

Macintosh'  person;il  computei-s.  on  die  odier  h:ind.  cm 
;dmust  aK\a\y  be  fbiuid  like  die  computer  on  die  riglit.W  idi 
liLinian  beings  attached.  Hour  fitter  hour  Day  ^dter  cla\:  Yku'  in 
an.d  \?ai-  out  Helping  people  do  cdmost  exentliing  diey  do. 
Gi\"ing  people  die  kind  of  power  \t)u  can  niKisure  in  results. 

A  recent  suhb'  of  people  wiio  use  Macintosh  md  people 


wliouse  die  odier  leading  personal  computer  s\3tem  in  Fortu 
76*00  corporations  helps  explaui  w1i\-:  Macuitosh  was  rated 
11%  liiglier  for  user  enjo\TnenL  Which,  in  turn,  helps  account 
w1i\-  intbmiation  s\^tenis  managers  in  diose  companies  rated  t 
Macintosh  22" ,  liiglier  for  o\'erall  satisfaction  and  a  remarked:! 


higher  for  user  producti\it\: 


So  before  \du  spend  anodier  dime  on  personal  compit 
ters,  invest  a  tew  minutes  in  a  s\'Stem  diat  lets  \'0u  measure  I 
power  b^"  die  onl\'  benclimark  that  reidl}'  matters:  die  perfoii 
m^ince  of  die  people  who  use  it  For  }Dur  nKtrest  audiorized 
-Apple  i^eseOen  cj1\  1-800-S38-Q696,  extSOO. 

Then  \'ou'll  know  wii\-  Macintosh  is  die  most  power^. 
person^d  computer  you  can  bu}'  toda)". 
The  computer  people  actually  use. 


The  power  to  be  }'our  besf 


hr^Lzt:  ■>*Jj  iff-^  KTSjne  Strvicr  ^X>  tiini     rv^sSsrai  o^id^maris  <y  Tate,  inc     OCb'  ff  s  t^stm.'  ffai^TMJT  c/Mayrs)^  Carp/mxwi 


/estment  Figures  of  the  Wee 


TARY 

larkets,  strength  begets 
So  prices  continued  to 
nvestors  hurried  to  de- 
;  of  their  ample  cash  lest 

away  from  them.  Inves- 
1  score  on  May  25, 
Dow  dropped  35  points 
s  about  the  market-lead- 
ech  stocks.  But  by  May 
ow  was  hitting  another 

while  the  Standard  & 
D-stock  index  made  its 
^igh  of  the  spring  rally, 
ock  markets  continue  to 
)bust  gains. 


STOCKS 

May      Nov.  May 


Moy  24-30 


BONDS 

May      Nov.      May     May  24-30 


Shearson  Lehman 
Treosury  Index 


1320  no 


THE  DOLLAR 

Moy      Nov.      May     Moy  24-30 


  1290  100 

£  1278  8J 


1260  90 


J.  P.  Morgan 
Index 


52-week  change 
^12.6% 


1  -week  change 
-f-0.4% 


52-week  change 

-0.8% 


1  -week  change 
-0.1% 


52-week  change 
-5.4% 


-week  chonge 
rO.1% 


KIT  ANALYSIS 


)CKS 

Utest 

%  chonge 
Week  52-week 

FUNDAMENTALS 

Lotest 

Week  ago 

Year  ago 

jES  INDUSTRIALS 
PANIES  (Russell  1000) 
3MPANIES  (Russell  2000) 
PANIES  (Russell  3000) 

2878.6 
187.6 
168.7 
199.7 

0.8 
0.4 
0.5 
0.4 

16.1 
10.4 
-1.7 
9.5 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

8.0% 
8.6% 
3.1  %. 
16.6 

7.9% 
8.6% 
3.2% 
16.5 

8.9% 
8.6% 
3.3% 
12.5 

%  change  dotal  currency) 

latest 

Week  ago 

STOCKS 

latest 

Week 

52 -week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/coll  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

341.3 
45.4% 
0.30 
0.86 

340.7 
44. 1  % 
0.27 
0.86 

Positive 
Neutral 
Neutral 
Positive 

(FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
(TSE  COMPOSITE) 

2346.2 
32,926.3 
3565.6 

2.6 
2.3 
1.4 

11.0 
-3.9 
-3.8 

STRY  GROUPS 

J 

BRIDGE  INFORMATION 

SYSTEMS  INC, 

EEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

s 

24.5 

27.1 

CAESARS  WORLD 

30.5 

-37.0 

23 

NDUCTORS 

23.0 

37.3 

TEXAS  INSTRUMENTS 

26.5 

-3.6 

43 

21.2 

30.2 

HASBRO 

23.0 

10.3 

213/8 

S  AND  LOANS 

20.8 

8.4 

GOLDEN  WEST  FINANCIAL 

29.7 

44.8 

32% 

ERIN6  AND  CONSTRUCTION 

17.4 

65.1 

FOSTER  WHEELER 

22.9 

36.6 

2772 

EEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stCKk  in  group 

% 

4-week 

change 

52-week 

Price 

'ORTATION 

-5.9 

-5.4 

FEDERAL  EXPRESS 

-13.9 

-1.0 

471/8 

TIME 

-3.4 

-40.2 

OUTBOARD  MARINE 

-11.6 

-53.4 

20 

STATE  INVESTMENT  TRUSTS 

0.0 

-31.7 

MONY  REAL  ESTATE  INVESTORS 

-5.9 

-51.5 

4 

ACTURED  HOUSING 

1.2 

-6.3 

SKYLINE 

-2.6 

-24.0 

141/4 

AND  GLASS  CONTAINERS 

1.3 

22.4 

BALL 

-2.7 

10.7 

31 

UAl  rUNDS 


morningstar  inc. 


i 

total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

^PANESE  SMALL  COMPANY 
FETIME  EMERGING  GROWTH 
IHH  CENTURY  ULTRA  INVESTORS 

20.5 
17.4 
16.2 

DREYFUS  CAPITAL  VALUE 
NATIONAL  REAL  ESTATE  INCOME 
NATIONAL  REAL  ESTATE  STOCK 

-3.2 
-2.3 
-2.0 

total  return 

% 

52-week  total  return 

% 

rY  SELECT  ENERGY  SERVICE 
ONTINENTAL  SMALL  COMPANY 
f  STRATEGIES 

47.5 
45.7 
43.1 

NATIONAL  REAL  ESTATE  INCOME 
PRUDENT  SPECULATOR  LEVERAGED 
UNITED  SERVICES  REAL  ESTATE 

-17.3 
-15.3 
-13.2 

S&P  500 
4-week  total  refurr 


PM^^'^Ml  Averoge  fund 
52  week  total  return 


iTIVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


nounts 

it  the  present 

$10,000 

one  year 
ach  portfolio 

jes  indicate 
total  returns 


U.  S.  stocks 
$11,444 

-f  0.74% 


Foreign  stocks 
$10,839 

+  1.26% 


LU 


Treasury  bonds 
$10,822 

+  0.52% 


III! 


Money  market  fund 
$10,721 

+  0.15% 


Gold 
$10,113 

-1.45% 


1  this  poge  are  as  of  market  close  Wednesday,  May  30,  1990,  unless  otherwise  indicoted. 
lups  include  S&P  500  companies  only;  performonce  and  share  prices  ore  as  of  morket  close 


May  29.  Mutuol  fund  returns  are  as  of  Moy  25.  Relotive  portfolic 
detailed  explanation  of  this  poge  is  available  on  request. 


ore  valued  as  of  Moy  29.  A  more 
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AN  ENABIING  LAW 
FOR  THE  DISABLED 


Score  an  important  victory  for  disabled  Americans.  The 
long  overdue  Americans  with  Disabilities  Act  is  head- 
ed for  passage,  with  the  blessings  of  President  Bush 
and  an  overwhelming  majority  of  Congress.  The  measure 
bars  employers  with  more  than  15  workers  from  discriminat- 
ing against  the  43  million  Americans  with  physical  and  men- 
tal disabilities.  And  it  will  require  access  for  the  disabled  to 
transportation  and  facilities  such  as  restaurants  and  stores. 

Not  surprisingly,  the  business  community  is  wary  of  the 
new  legislation.  Many  companies  are  fearful  of  the  costs  of 
converting  existing  facilities  to  make  them  accessible  to  the 
disabled  and  of  the  potential  for  expensive  litigation  caused 
by  disgruntled  job-seekers  and  workers  crying  discrimina- 
tion. Such  fears,  however,  appear  highly  exaggerated — ^judg- 
ing by  the  experience  of  the  hundreds  of  federal  contractors 
and  recipients  of  federal  funds  who  have  been  subject  to 
similar  restrictions  since  1973. 

A  1982  survey  of  federal  contractors,  for  instance,  found 
that  half  of  the  changes  companies  made  cost  nothing,  while 
an  additional  30%'  cost  less  than  $500.  Only  8%  cost  more 
than  $2,000.  Another  study  found  that  the  disabled  have 
brought  relatively  few  lawsuits  under  the  existing  law.  And 
still  other  studies  indicate  that  the  handicapped  make  exem- 
plary employees. 

What  is  indisputable  is  the  battering  that  disabled  work- 
ers have  taken  in  the  marketplace  during  the  past  decade.  In 
1980,  for  example,  disabled  men  on  average  earned  23%  less 
than  their  nondisabled  male  counterparts,  but  by  1987  the 
earnings  shortfall  had  grown  to  30%.  For  disabled  women, 
the  earnings  gap  widened  from  30%  to  38%  in  the  same 
period.  And  the  proportion  of  adult  disabled  men  working- 
full  time  fell  from  30%  in  1981  to  23%  in  1988.  The  new 
legislation  promises  to  help  reverse  these  trends  in  the  years 
ahead — ^just  in  time  to  meet  the  needs  of  an  economy  that 
faces  looming  labor  shortages. 


LET'S  NOT  STALL 

ON  CLEANER  GASOLINE 


Since  the  early  1970s,  the  biggest  gains  in  cleaning  up 
the  air  have  come  from  Detroit.  But  while  today's 
cars  produce  only  a  fraction  of  the  pollution  of  a  1975 
mode!,  they  burn  gasoline  that  is  actually  dirtier — a  problem 
that  has  seriously  slowed  efforts  to  cut  air  pollution  in 
dozens  of  urban  areas.  When  Atlantic  Richfield  introduced  a 
cleantT-burning  fuel  in  Southern  California  last  fall — and 
revealed  that  it  had  long  had  the  capacity  to  do  so — the 
move  wor,  plaudits  for  ARCO  but  underscored  for  legislators 
just  how  iax  Big  Oil  has  been.  Now,  Congress  is  readying 
clean-air  legislation  to  force  refiners  to  produce  significantly 
cleaner  gas  by  the  middle  of  the  decade. 
.  The  oil  industry  is  up  in  arms.  It  claims  the  timetables  in 


the  Senate  and  House  bills  are  too  tight  and  that  spl 
new  formulas  in  the  legislation  are  too  restrictive.  Tl 
pease  the  farm  lobby,  for  example,  the  Senate  bill  seta^ 
standards  that  would  virtually  mandate  the  use  of  etlf 
an  alcohol  mainly  derived  from  corn.  The  oil  companiej 
the  cost  of  retooling  to  comply  with  pending  legisf 
could  hit  a  cool  $30  billion,  which  will  ultimately  be  pj 
on  to  the  driving  public.  They  want  more  flexibility-) 
time — to  come  up  with  their  own  cleaner  fuels. 

The  industry  does  have  a  few  good  points.  It  makes 
economic  sense,  for  example,  to  set  final  goals  for  air 
tion  and  allow  each  company  to  devise  ways  to  meet 
Such  flexibility  will  not  only  save  money  but  also  encoil 
new  and  promising  solutions.  But  Congress  should  resi^ 
industry's  pleas  to  stretch  out  the  timetables  or  to 
future  standards  significantly.  Refiners  began  phasin] 
lead  in  the  1970s  only  when  regulators  forced  them  tc 
they  took  over  a  decade  to  do  it.  The  nation's  air  poll 
problems  are  simply  too  severe  to  wait  that  long  agaij 


MAKING  AIDS  HOME-CAH 
COMPANIES  ACCOUNTABU 


Although  billions  have  already  been  expended  o 
AID.S  crisis,  the  bill  is  rising  inexorably.  Over  a  n 
Americans  are  infected  with  the  aids  virus,  an 
AIDS  caseload  of  50,000  patients  is  expected  to  doub 
1993.  Meanwhile,  the  current  average  lifetime  medica 
per  AIDS  patient  of  $75,000  to  $150,000  could  well 
higher  as  expensive  new  therapies  that  prolong  life  b 
not  cure  the  disease  are  developed. 

That's  why  the  fast  growth  of  private  home-care  c( 
nies  catering  to  those  with  aids  is  so  promising — ai 
troubling.  Home  care  is  not  only  less  expensive  than  ho 
care,  cutting  costs  by  30%  or  more,  it  is  also  more  ther 
tic,  since  it  shields  aids  patients'  shaky  immune  sys 
from  a  hospital's  germ-packed  surroundings.  And  for 
patients  it  is  infinitely  more  humane,  allowing  them  to 
a  devastating  disease  surrounded  by  friends  and  fami 
The  problem  is  that  the  new  aids  home-care  ind 
seems  afflicted  by  a  common  ill  in  medicine:  unconscio 
profiteering.  Surveys  indicate  that  the  cost  of  compa 
home  intravenous  programs  for  nutritional  and  antj 
care  can  vary  by  as  much  as  700%.  And  the  Genera 
counting  Office  has  detailed  instances  of  overchal 
among  home  medical-equipment  suppliers,  costing 
care — and  taxpayers — an  extra  $240  million  a  year.  , 
The  obvious  answer  is  greater  monitoring  of  the  ind 
and  increased  pressure  on  unprincipled  health  care  pro\ 
by  the  main  purchasers  of  their  services — government 
cies  and  private  insurers.  Insurance  companies  and  th^ 
eral  government  already  are  starting  to  crack  down  will 
caps  and  other  pricing  restrictions.  But  the  challenge  \^ 
to  set  guidelines  and  fee  schedules  that  reward  respoi] 
companies  and  encourage  home  health  care's  cont 
growth  while  eliminating  those  that  prey  on  the  vulne 
AIDS  sufferers  and  the  American  public,  who  will  inevj 
foot  most  of  the  bill  for  the  AIDS  crisis,  deserve  no  le; 
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Cambridge 
University  teamed 
up  with  Digital 
for  world-class 
computing 
reseairh! 


Roger  Needham 
Head  of  the 
Computer  Laboratory 
Cambridge  University 


"Like  most  universities,  Cambridge 
has  relationships  with  all  sorts  of 
companies.  With  Digital,  we  at  the 
Computer  Lab  have  something  special 
going.  It's  been  a  long-running, 
extremely  close  association  that  can 
best  be  described  as  a  corporate 
friendship. 

"There  are  intellectual  and  practical 
benefits  to  both  us  and  Digital.  Some 
of  our  graduate  students  spend  sum- 
mers in  Palo  Alto,  California,  at 
Digital's  Systems  Research  Center. 
Several  of  the  world's  best  computer 
scientists  work  in  Digital's  labora- 
tories. Digital  sponsors  projects  in  our 
lab  and  sends  top  engineers  to  do 
Ph.D.  work  with  us.  The  result  is 
some  of  the  best  and  brightest  minds 
get  to  work  together  on  research  that 
will  have  significant  impact  on  the 
world  of  computing. 

"We're  both  interested  in  the  same 
things  and  we're  both  good  at  them. 
I  can't  think  ol  a  better  basis  for  real 
progress." 

The  rewards  of  working  together. 

Digital  believes  that  working 
together  with  the  world's  leading  uni- 
versities is  an  important  way  to  create 
innovative  computing  solutions — 
solutions  that  make  information  more 
of  a  shared  resource. 

Today,  Digital  gives  you  an  ele- 
gantly simple  wav  for  your  people  to 
work  together  more  productivelv, 
more  creatively,  more  efficiently,  more 
competitively. 

For  a  white  paper  on  Digital's 
university-based  research,  please  calJ 
1-800-343-4040  ext.  161. 

A  way  to  work  together  like 
never  before.  "TA*    •  1 

Digital 

has 
it 
now 


Remember  these? 
Soon  youll  feel  the  same  way 
about  paper  invoices. 

Technology  can  be  a  very  scary  concept.  Especially  if  you're  a  slide  rul( 
One  day  you're  considered  state-of-the-art,  and  the  next,  you're  obsolete.  | 

Happily,  paper  documents  are  about  to  meet  a  similar  fate.  In  fact,  thanks 
to  a  data  exchange  system  called  EDI  (Electronic  Data  Interchange), 
you  can  soon  say  good-bye  to  virtually  all 
forms  ot  payment- related 

paperwork.     ^  r^:.,^^^'  \m   

But  first, 

you  have  to  say  hello  m\i0^ to  Continental  Bank. 

some  ot  our  more  short-sighted  compe 
itors,  Continental  has  kept  pace  with  technological  advances  and  tully  integratec 
them  into  our  system.  Which  means  when  you  sign  on  with  us,  you  can  tunnel  th(' 
bulk  of  your  financial  transactions  through  the  bank. 

Invoices?  They're  history  Reconciliations?  Gone.  Checks?  A  mere  memon 
At  Continental,  we  can  help  you  eliminate  all  of  that  time-consuming  stuff. 


,>'\""V»       ,.v'>"'"'"^'      ,.i">''"'\'        ,.\-"'^"  \-  ^.^^^^^ 

 w;;  v-';:v^  "C^ki^ 


You  see,  unlike 


And  since  business  is  conducted  in  more  than  one  medium,  we'll  help  you 
id  your  trading  partners  consolidate  all  of  your  payments.  Up  to  any  amount  and 
any  form:  electronic,  wire  transfer,  or  God  forbid,  paper. 

The  applications,  as  you  might  suspect,  are  almost  limitless.  In  tact,  by 
ing  these  computer-generated  messages,  EDI  does  everything 


from  improv- 
mg  customer  service 
to  increasing  your  productivity  to 
pouring  your  coffee. 
Well,  okay,  it  doesn't  do  that  last  thing. 
But  you  get  the  basic  idea. 
The  point  is,  EDI  is  merely  one  example  of  the  cash  management  services 
t  Continental  Bank.  In  our  133  years  of  experience,  we've  come  up  with  a  few  other 
movative  ways  of  shaping  up  your  bottom  line. 

And  with  our  commitment  to  focus  exclusively  on  business,  we're  better 
repared  than  ever  to  put  them  into  practice. 

If  you're  curious  as  to  how  this  preparedness  can  make  a  difference  for 

ou,  simply  call  a  Continental  banker  at  (312)  828-6600. 

t. 

And  feel  free  to  send  us  the  phone  bill  when  it  arrives.  Just  think,  if  you  work 

dth  us,  it  could  be  the  last  one  you  ever  see.  COtltinGlltdl  Bdnk 

A  new  approach  to  business. 


mruknlfiay  Adanta,  Chita^o,  Dallas,  L05  An^jclcs,  Miami,  New  York.  Iiihnuliinuh'ffnci  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kont;,  London,  Mexico  Cir>',  Milan,  Pans.  Santiaf;o,  Sao  Paulo,  Singapore,  Tokyo, 


6  —  A  WORD  FROM  THE  EDITOR 

BUSINESS  week's  second  innovation  issue  required 
a  massive  reporting  effort  around  the  world 


INTRODUCTION 


32  —  AN  EPIC  STRUGGLE 

The  U.  S.  still  leads  the  technology  race — but  it's  slipping. 
Europe  is  building  on  past  excellence,  Japan  is  determined 
to  hone  Its  basic  research,  and  Asia  is  breeding  even 
more  tigers.  What's  at  stake?  Economic  clout 


UNITED  STATES 


42  —  THE  MYTH  THAT  THE  U.S.  IS  BEATEN 

America's  crisis  of  confidence  is  blinding  us  to  our  true 
strengths  and  weaknesses 

50  —  WILL  SMALL-FRY  FIND  BIG  BUCKS? 

Venture  capital  is  starting  to  flow  to  technology 
companies  again— but  investors  have  gotten  choosier 

52  —  U.S.  SCIENTISTS 

The  University  of  Michigan's  Francis  Collins  p.52  mit's 
Anita  Flynn  p.56  Bellcore's  Chris  Dyer  p.58 

60  —  U.S.  COMPANIES 

Balm  from  Gilead's  'antisense'  technology  p.60  ibm's  pure 
research  p.62  Ramtron's  ceramic  circuits  p.64 

68  —  THE  U.S.  ELITE 

In  the  White  FHouse.  in  Congress,  and  in  private  industry, 
meet  the  r&d  movers  and  shakers 


JAPAN 


72  —  CAN  IT  CATCH  UP  IN  BASIC  RESEARCH? 

To  stoke  the  industries  of  the  21st  century,  Tokyo  has 
made  science  a  national  mission 


86  —  SHOPPING  IN  THE  U.S. 

An  appetite  for  foreign  technology  is  still  at  the  heart  of 
Japan's  stunning  success 

90  —  JAPANESE  SCIENTISTS 

Sony's  Makoto  Kikuchi  p.90  Tokyo  University's  Isao 
Karube  p.94  Hitachi's  Akira  Tonomura  p.98 

102  —  JAPANESE  COMPANIES 

Toshiba's  4-megabit  dram  may  keep  it  No.  1  p.102 
Nowadays,  Nikon  leads  in  chipmaking  equipment  p.106 
Toray  gives  its  scientists  plenty  of  running  room  p.110 

114  —  THE  JAPANESE  ELITE 

This  lineup  of  heavy  hitters  reflects  the  powerful  alliance 
between  government  and  big  corporations 


116  —  THE  OLD  WORLD  IS  LOOKING  SPRY 

Suddenly,  a  rejuvenated  Europe  has  turned  high  tech  into 
a  three-way  race  p,118  The  CERN  supercollider  p,120 
Hanging  tough  by  teaming  up  in  megaprojects  p,121  The 
Continent's  less-venturesome  capital  p.123 


124  —  FROM  TWO  GERMANYS,  ONE  DYNAMO? 

Reunification  may  ignite  a  burst  of  scientific  productivity, 
but  the  gams  will  take  a  while  to  show  up 
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128  - 


132  - 


136  — 


142  — 


148  — 


RUSSIA  NEEDS  HELP-AND  FAST 

To  stay  alive  in  basic  research,  the  Soviets  are  opening 
up  to  Western  technology  partnerships 

LOOKING  FOR  PAY  DIRT  IN  THE  EAST 

Investments  in  Eastern  Europe  are  still  risky,  but 
Westerners  are  drawn  by  cheap  brainpower 

EUROPEAN  SCIENTISTS 

Zurich's  Niklaus  Wirth  p.136  Oxford's  Raymond 
Dwek  p.138  Kiev's  Boris  Medovar  p.140 

EUROPEAN  COMPANIES 

Siemens:  The  world's  hottest  chipmaker?  p.142  Comau's 
robots  conquer  the  world  p.144  Semilab  scores  in  the 
West  p.146 

THE  EUROPEAN  ELITE 

Nuclear  physicists,  biologists,  officials,  executives:  Here 
are  the  people  pushing  Europe  to  high-tech  heights 


THE  CHALLENGERS 


ISO  ^ 


156  — 


160  - 


162  — 


168  — 


HIGH  TECH'S  UP  AND-COMERS 

From  Seoul  to  Sydney,  eager  nations  are  vying  to  be- 
come world-class  players.  The  breakthroughs  that  are 
routine  in  Japan  are  starting  to  come  from  the  likes  of 
Malaysia  and  Thailand  p.1S2  India  waits  for  a  Lotus  to 
bloom  p.155 

KOREA'S  R&D  SCRAMBLE 

Hard  work  is  no  longer  enough.  To  get  the  economy 
moving  again,  the  watchword  is  'innovate' 

THE  BRAINS  DRAIN  TO  ISRAEL 

Soviet  emigre  scientists  are  keeping  the  country  charging 
ahead  in  high  tech 

SCIENCE'S  MALAISE  IN  CHINA 

A  year  after  Tiananmen  Square,  technological  progress  is 
emerging  as  a  long-term  victim 

THE  CHALLENGER  ELITE 

They  hail  from  a  half-dozen  far-flung  countries,  but  they 
share  a  common  desire:  To  compete  with  the  big  boys 


WORLD  OF  DESIGN 


170  —  A  NEW  BUZZWORD  FOR  THE  '90$ 

A  funky  new  school  of  product  design  is  emerging  on 
the  West  Coast.  It's  high  tech  with  high  touch.  Call  it 
California  Design  or  Cali-Sushi,  it's  exuberant,  warm,  and 
playful— yet  single-mindedly  competitive 

174  ^  D-SCHOOL  WITH  A  DIFFERENCE 

At  Pasadena's  Art  Center  College,  a  staff  of  working 
professionals  teach  real-world  skills 

176  —  HIGH  TECH'S  LOW-KEY  DESIGNERS 

How  the  Lunar  Design  team  breathes  the  soul  into 
Silicon  Valley's  new  machines 

178  —  THE  BRAIN  BEHIND  BRAUN 

Dieter  Rams  believes  good  design  should  be 
unobtrusive — 'like  a  butler' 

180  —  KENJI  EKUAN'S  QUIET  REVOLUTION 

The  former  Buddhist  priest  has  forever  changed  the 
look  of  Japanese  products 

182  ~~  DESIGN  PORTFOLIO 

^  t-'rom  concept  to  finished  product— eye-grabbers  from 

the  world's  top  talent 


STATISTICS 


192  - 


197  — 


220  - 


THE  NUMBERS  TELL  THE  STORY 

U.  S.  investment  in  R&D  far  outstrips  that  of  any  other 
nation.  But  its  rivals  are  boosting  outlays  fast,  while  in 
America,  spending  growth  has  been  drifting  downward 

R8(D  SCOREBOARD 

Which  U.  S.  industries  and  companies  are  pouring  money 
into  research,  and  which  are  cutting  back? 

INTERNATIONAL  R&D  SCOREBOARD 

From  Germany's  giant  Siemens  to  Finland's  not-so- 
giant  Tampella,  here  are  the  200  top  foreign  companies 
in  R&D  spending 
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Innovation  II:  This  Time  It's  Global 


«oiri«it»on 
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9M&  ho  says  a  weekly  magazine  has  to  be  pubhshed 
MnM  just  once  a  week?  Last  year,  BUSINESS  week 
mm  subscribers  got  three  bonus  issues.  In  addition 
to  "The  BUSINESS  WEEK  1000"  and  "The  Corporate 
EHte,"  which  we  have  published  annually  since  the 
mid-1980s,  we  gave  you  "Innovation  in  America,"  an 
in-depth  look  at  research  and  development,  technology, 
and  design  in  the  U.  S.  Judging  by  your  response,  it 
was  a  resounding  success.  Our  peers  thought  so,  too: 
"Innovation  in  America"  was  a  fi- 
nalist for  a  National  Magazine 
Award — the  most  prestigious  acco- 
lade a  magazine  can  win — in  the 
category  of  single-topic  issues. 

Our  1990  bonus  issue  on  Innova- 
tion is  no  mere  reprise.  "Innova- 
tion: The  Global  Race"  was,  in 
fact,  an  even  more  ambitious  un- 
dertaking. Almost  all  of  our  11  for- 
eign bureaus  contributed  to  it,  aid- 
ed by  a  half-dozen  editors  who 
fanned  out  from  New  York  to  as- 
sist in  this  massive  reporting  ef- 
fort. We  double-teamed  in  Germa- 
ny and  East  Europe:  we  triple- 
teamed  in  Japan.  Our  man  in  Israel 
found  a  Soviet  refusenik  who  had 
survived  in  Russia  by  extracting 
gold  from  industrial  waste  and 
selling  it  on  the  black  market;  he 
patented  his  method  after  emigrat- 
ing to  Israel,  and  it  is  now  being 
marketed.  Our  woman  in  India 
trekked  to  the  software  export 
zone  outside  Bombay,  where  a 
handful  of  startups  have  staked 
out  a  booming  business  writing  programs  for  foreign 
clients.  Is  tomorrow's  Microsoft  among  them? 

Things  didn't  always  go  smoothly.  Here's  what  Bonn 
correspondent  Gail  E.  Schares  wired  back  when  we 
asked  her  how  she  was  getting  on  in  Budapest:  "East 
Europe  may  be  keying  in  on  innovation,  but  they're 
still  oblivious  to  the  word  service.  At  my  $120-a-night, 
four-stnr  hotel,  the  TV  was  broken,  the  lights  constant- 
ly flickered,  the  shower  didn't  work,  and  the  food  came 
out  of  cans.  When  I  asked  a  clerk  at  the  front  desk  to 
send  a  otie-line  telex  to  Bonn,  she  stuck  her  hands  on 
her  hii^s.  scowled,  and  said:  'You  do  it!'  " 

While  our  foreign  correspondents  were  breaking 
new  grou  id,  those  in  our  17  domestic  bureaus  were 
revisiting  uurces  and  querying  new  ones  to  see  if  the 
upbeat  mO'  J  we  found  last  year  had  changed.  It  had,  a 
bit.  We  S!  w  a  little  more  concern  but  a  lot  more 
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resolve.  Added  to  the  long-standing  worry  that  Japan 
is  edging  out  the  U.  S.  in  innovation  was  a  new  appre- 
ciation of  Europe.  With  capitalism  breaking  out  all 
over  and  the  EC  moving  toward  economic  unity  in  1992, 
innovation  had  become  a  global  race. 

That's  why  this  special  issue  takes  a  close-up  look  at 
what's  happening  not  only  in  the  U.  S.  and  Japan  but 
also  in  Europe  and  the  countries  that  seek  to  challenge 
the  traditional  leaders — including  China,  South  Korea, 
Hong  Kong,  Singapore,  Taiwan, 
India,  Australia,  and  Israel.  You'll 
find  this  comprehensive  update  on 
innovation  in  the  four  sections  fol- 
lowing the  introductory  overview. 
You'll  also  find  profiles  of  some  of 
the  standout  companies  and  scien- 
tists in  each  region. 

A  fifth  section  treats  you  to 
some  highlights  from  the  world  of 
design,  including  10  pages  of  pho- 
tographs proving  that  a  picture  is 
indeed  worth  a  thousand  words. 
First,  there's  a  photo  essay  on 
strictly  conceptual  designs — prod- 
ucts as  they  might  be,  uninhibited 
by  convention,  often  heavy  on  the 
whimsy.  You'll  see,  for  example,  a 
TV/VCR  unit  for  kids  that  looks  as 
if  it  were  designed  by  Fred  Flint- 
stone.  The  photo  essay  on  real 
products  is  just  as  exciting:  every- 
thing from  a  calculator  for  left- 
handers to  an  X-ray  machine  right 
out  of  Star  Trek.  You'll  also  find 
profiles  of  some  prime  movers  in 
the  world  of  design. 
Finally,  there's  the  R&D  Scoreboard,  our  annual 
ranking  of  R&D  spending,  by  company,  in  20  industries. 
This  year,  we've  added  a  tabulation  of  foreign  compa- 
nies as  well.  Although  compiling  exactly  comparable 
data  for  foreign  corporations  would  be  impossible, 
since  they  are  not  bound  by  the  reporting  require- 
ments of  the  Securities  &  Exchange  Commission,  this 
new  feature  at  least  gives  you  an  overview  of  R&D 
spending  by  leading  players  outside  the  U.  S. 

A  lot  of  effort  went  into  "Innovation:  The  Global 
Race."  I  think  it  was  worth  it.  But  the  real  judge  is 
you,  the  reader.  Let  us  know  what  you  think. 


Help 


For  Problems  Facing 

The  Family-Owned  Business 


Introducing:  The  BusinessWeek  Newsletter  for 
Family-Owned  Business 


The  BusinessWeek  Newsletter  for 
Family-Owned  Business  is  designed 
to  be  a  totally  obiective  and  expert 
lamily  retainer  devoted  wholly  to  your 
interests.  It  is  tilled  witli  case  tiistorles, 
facts,  figures,  and  specific  answers 

In  eacti  biweekly  issue,  you'll  have 
access  to  new  developments  in 
accounting  controls,  equity  dilution 
prevention,  takeovers,  acquisitions  and 
mergers,  strategic  planning,  and 
financial  planning  that  can  directly 
affect  your  business.  And  sensitive 
advice  on  how  to  adapt  this  news  to 
your  family's  individual  personality 
and  needs. 


Few  executives  in  a  family  business 
realize  how  vulnerable  they  are  to 
certain,  extremely  specialized 
problems  So  our  regular  columnists 
on  taxes,  financing,  law,  lamily 
relations,  and  compensation  provide 
many  othenwise  unavailable 
compasses  and  charts  necessary  to 
navigate  these  dangerous  waters 

A  unique  stock  index  developed  by 
Ttie  BusinessWeek  Newsletter  lor 
Family-Owned  Business  will  track 
publicly  traded  companies  still  in 
family  hands- 

This  information  is  available 
nowhere  else. 


Call  this  national 
toll-free  number 
and  charge  your 
subscription  to  any 
major  credit  card! 


Sign  up  for  a  one-year  charter  subscription  to  The  BusinessWeek 
Newsletter  for  Family-Owned  Business  at  the  introductory  rate  ol 
$299,  If  at  any  time  you're  not  satisfied,  cancel  the  subscription  and  get  a 
refund  covering  the  balance  of  tfie  issues  remaining  in  your  subscription. 


1-800-445-9786 


Tfie  BusinessWeek  Newsletter  for  Family-Owned  Business 

IVIcGraw-Hill  Publishing  Company 

1221  Avenue  of  the  Americas,  36  Fl,  New  York,  NY  10020 

212-512-3113 


Set  your  Strategies 
for  the  90s  armed 


j  with  expert 
'  advice* 


With  BusinessWeek  Executive  Challenge  Video  Programs,  sit  in  on  exclusive 
conferences  with  world  leaders  in  government,  marketing,  investment  and  man- 
agement as  they  discuss  three  ot  the  major  issues  you'll  face  in  the  90s:  1992  and 
Beyond:  The  Reshaping  of  Europe:  Challenges  FacingThe 
Securities  Industry;  Challenges  oj  Information  Systems 
Management. 

Arm  yourself  with  the  opinions  and  advice  ot  the 
experts  before  you  set  your  strategies  tor  the  90s.  For 
more  intormation  on  the  Business  Week  Video  Library, 


BusinessWeek 


EXECUTIVE 


Call  1-800-848-5112 

in  New  York  City,  call  212-239-2000. 


CHALLENGE 


VIDEO  PROGRAM 


>u  can  teach  more  on- 
aie  world  by  UPS  than  1 
you  can  by  telephone. 


All  the  telephone  cable  on 
earth  can't  connect  you  with  as 
many  people  as  UPS  can. 

Fact  is,UPS  International 
Air  service  now  reaches  nearly 
four  billion  persons  worldwide. 

1  "hat's  more  than  double  the 
"nber  t  hat  can  be  reached  by 
phune.  y-.i-^d  a  rather  powerful 
demonsi   '  ion  of  UPS's  inter- 
national ca  bilities. 

Today,  !>  >  dif^rent  coun- 


tries and  territories  are  served 
by  UPS.  With  Electronic  Cus- 
toms Pre-Alert  to  speed  your 
delivery  over  international  bor- 
ders. Computerized  tracking  for 
quicker  inquiry  response.  And 
never  a  surcharge  for  those  out- 
of-th  e-way  places. 

(After  all,  Ponape  or  Mau- 
ritius may  be  out  or  the  way  for 
some,  but  not  for  UPS.) 

Perhaps  most  impressive  of 


/ 

all,  our  efficiency  enables  us  to  i 
provide  this  unusually  high  level 
of  service  for  prices  which  are 
usually  lower  than  what  othei 
companies  charge. 

So  if  you've  got  to  reach 
someone  somewhere 
else,  by  all  means,  pick 
up  the  phone. 

And  call  UPS. 
We  run  the  tightest  ship  id 
the  shipping  business. 


sl-l  c  I  \  l   VDVERTISING  SECTION 


Ling  by  foreign  compet- 
>rs  and  lured  by  robust 
ternational  markets, 
nerican  business  is 
ling  global.  From 
linstreet  middle-market 
iiipanies  to  corporate 
hemoths,  the  buzzword 
:  the  1990s  clearlv  is  "globaliza- 
>n."  Globalizauun,  of  course, 
ians  different  things  to  different 
ople.  lb  some,  it  means  export- 
g  products  and  services.  For 


hers,  it  means  new  partners  in 

SPONSORED  BVTHE  DEPARTMENT  OF  COMMERCE 


ant  markets.  Or  it  can 
mean  shifting  asset  invest- 
ments offshore.  Export- 
ing, licensing,  launching 
or  buying  foreign  subsid- 
iaries and  establishing 
oint  ventures  abroad — all 
are  components  of  a 
globalization  strategy.  Now,  as 
information  and  capital  leap  across 
oceans  and  through  time  zones  at 
the  speed  of  light,  the  business  and 
financial  worlds  have  truly  become 
one  interlocked  global  entity. 


2733'-2907Quabeelnc. 
fFS  cOAmuMEns 

$t74300,000 

Acquisition  crt 

IWfripalc  Inc 

CBPAbtc. 

Contakiere  Packaging 

0*^ 

CHASE  AMP  BANK 

In  recent  years,  the  world  of  business  has 
changed  dramatically. 

Globalization  has  become  a  reality 
Which  means  the  leading  corporations  of 
the  world  are  nowadays  viewing  their  businesses 
in  terms  of  global  opportunities,  not  just  in 
terms  of  their  own  domestic  markets. 


At  Chase,  we've  been  viewing  corporate  .•• 
nance  from  this  global  standpoint  for  many  >  jk«}re 

The  fact  is,  whenever  we  put  together 
corporate  finance  deal  in  any  of  the  sixty  ccr 
tries  where  we  do  business,  we  draw  upon  a 
global  resources  to  find  exactly  where  in  th 
world  the  best  parts  of  the  deal  can  be  foun. 


©  1990  The  Chase  Manhattan  Corporation. 
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tntematlonal  Paper  Company 
ILFORD  Group 
CIBA-CEIGyAG 


niRCHINH 


U.S.  857,911,979 


One  bank  knows  the  best  way  to 
conclude  corporate  finance  deals  is 
to  execute  locally  but  think  globally 


/ft 


tie  financing  for  a  deal  recently  done  in 
for  example,  included  private  place- 
in  lapan,  Eurocurrency  loans,  and 
ing  backed  by  the  U.S.  Eximbank. 
terestingly  enough,  our  creed  could  just  as 
3e  this:  "Execute  globally,  think  locally." 
tie  reason  is,  our  global  sweep  is  always 


rounded  off  by  our  in-depth  understanding  of 
local  markets  which  we've  gained  from  years  of 
experience  serving  them. 

Companies  of  the  future  will  stand  or  fall  by 
how  quickly  and  efficiently  they  adapt  to  today's 
globalization  of  business.  Which  might  suggest  to 
you  that  our  creed  should  be  your  creed,  too. 
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Much  of  what  constitutes 
the  phrase  "global- 
ization" begins  with 
redefining  one's  thinking.  "The  first  order 
of  business  for  decision-makers — in  both 
the  public  and  private  sectors — is  to 
think  beyond  national  borders  and  to 
embrace  a  mindset  that  says  all  world 
markets  constitute  one  economy," 
Federal  Express  President  and  CEO  Fred 
Smith  said  recently.  "Consumers  in  the 
Pacific  Rim,  in  North  and  South  America 
and  in  Europe  want  the  option  of  buying 
each  other's  goods...  and  they  want  it 
now "  said  Smith. 

The  process  of  globalization,  meanwhile, 
can  itself  spur  more  international  growth. 
AT&T  is  now  expanding  its  international 
financing  capabilities  into  numerous 
markets,  as  but  one  example,  in  part  be- 
cause of  the  foreign  growth  of  its  Ameri- 
can customers.  "Many  of  our  largest 
customers  have  global  aspirations,"  says 
Charles  Van  Sickle,  president  of  AT&T 
Capital  Holdings.  "So  they  have  a  need 
for  us  to  be  global  as  well." 

Which  is  not  to  say  that  U.S.  companies 
should  rush  out  to  buy  up  overseas  firms 
or  madly  pressure  their  export  managers. 

A  London-based  investment  banker,  who 
helps  American  companies  complete 
I  European  investments,  urges  prudence. 
I  "It  is  a  question  of  weighing  if  a  busi- 
ness  is  ready  to  dedicate  the  substantial 
amount  of  resources  it  must  to  be  suc- 

I 

cessful  outside  of  its  home  base,"  says 

I 

'  Heino  Teschmacher,  a  vice  president  for 

I 

mertjers  and  acquisitions  at  Credit  Suisse 
I  First  Boston. 


Still,  the  movement  toward  international 
economic  interdependency  appears 
inevitable.  "As  the  barriers  to  trade  fall, 
bigger  markets  are  possible — making  the 
reward  to  risk  ratio  much  more  attractive 
for  new  products,"  says  L.  Patrick  Lupo, 
group  chief  executive  for  DHL  Worldwide 
Express.  "It  is  the  most  competitive 
companies  who  are  the  quickest  to  take 
advantage,  and  to  use  their  resources 
globally.  Those  who  are  left  behind  may 
never  catch  up."' 

There  can  be 
no  question 
the  ivorld  has  truly 
become  a  more 

compact, 
interdependent 
economic 
arena. 

And  the  question  remains  if  America  can 
keep  pace.  I^ichael  Crow,  director  of 
Iowa  State  University's  Institute  for 
Physical  Research  and  Technology  in 
Ames,  Iowa,  recently  completed  a 
government  funded  comparison  between 
Japanese  and  U.S.  development  and 
adoption  of  new  technology.  The  U.S. 
suffers.  Crow  says,  from  "the  lack  of 
means  for  close  government-industry- 
university  cooperation."  Japan,  on  the 
other  hand,  has  that  capability.  "  The 


long-term  effect  will  be  that  in  areas  of 
major  technological  development,  they  \ 
will  be  able  to  marshal  resources  more 
quickly." 

So  how  does  an  American  business 
manager,  contemplating  a  global  expan-i 
sion,  get  into  the  running?  Come  along 
and  meet  some  of  the  players  who  can 
help  you  manage  your  global  expansion, 

Are  You  Ready? 

Globalization  has  hit  home.  Perhaps  you 
business  is  facing  emboldened  foreign 
competitors,  or  you  re  confronted  with  a 
shrinking  domestic  market  share.  You  k 
know  you  must  internationalize  your 
business.  But  how? 

The  first  step  is  to  determine  just  what 
globalization  option  you'll  pursue. 
Exporting?  Acquiring  a  subsidiary 
overseas?  Finding  a  foreign  joint  venture 
partner?  Licensing  or  franchising  your 
product  or  service? 

You'll  need  to  consider  the  risks  involve! 
with  each  choice,  the  costs,  your 
abilities  and  experience,  your  competi- 
tors, the  nature  of  your  business  and 
what  government  regulations  exist.  Be  1 
prepared  for  some  serious  self-analysis.  4 

"The  only  way  an  American  company  ^ 
can  really  be  certain  of  its  competitive   i -'^lys 
positions  in  this  market,"  says  Susan  C.  \  'sstw 
Schwab,  Assistant  Secretary  of 
Commerce  and  Director  General  of  the 
U.S.  and  Foreign  Commercial  Service, 
"is  to  be  able  and  prepared  to  compete 
with  its  foreign  competition  on  their  ow 
turf  as  well  as  in  other  world  markets.  " 
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We  sell  straight  lines. 


These  days,  companies  are  being 
sd  to  draw  the  line. 

Frustrated  by  mounting  competi- 
pressures  and  nagging  productivity 
:erns,  they  are  reexamining  their 
lamental  business  approaches. 

They  are  realizing  that  information 
mology  can  shorten  the  distance 
veen  themselves  and  their  goals. 


And  Andersen  Consulting  is  helping 
them  connect  the  dots. 

By  combining  business  intelligence 
and  technological  command,  Andersen 
Consulting  can  offer  strategic  solutions 
that  help  drive  a  company  forward. 

And  that's  not  just  some  promising 
theory.  Our  techniques  have  already  tangibly 
improved  company  performance  in 


industry  after  industry. 

At  Andersen  Consulting, 
it's  what  we  call  thinking  straight. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  here; 
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THE  POWER  THAT  APPL  ;il 


EXR\NI>S  TO  YOLJI!^ 


THE  MICROAGE  APPLE 
CONNECTION 

MicroAge  and  Apple  Computer  —  it's 
a  powerful  conneaion.  It  gives  vtn/  the 
power  to  manage  your  company  to  be  its 
best.  And  integrated  conneaivity  is  the 
l<ey.  Getting  everybody  and  everything  — 
ewrythincj  -  working  together  to  multiply 
the  total  effect  of  increased  individual 
efficiency  and  productivity.  All  of  which 
should  keep  your  bottom  line  looking 
better  and  better. 

MACINTOSH  SYSTEMS  - 
CONNECTIBLE  AND 
COMPATIBLE 

Apple  Macintosh  computers  all  share 
the  same  operating  system,  so  you  don't 
have  to  waste  time  choosing  one.  And 
since  Macintosh  comes  with  built-in 
networking  capability,  you  can  integrate 
with  virtually  any  other  computer 
system.  MicroAge  can  show  you  how. 


Auihunzed  Dealer 


Macintosh^'  II. \ 


EXPANDING 
YOUR  POWER  TO 
BE  THE  BEST. 


MICROAGE  MAKES  IT  EASY 

MicroAge  becomes  your  complete 
microcomputer  business  partner:  con 
sultation,  needs  analysis,  planning  andj 
designing,  networking,  integrating 
different  computer  systems,  training, 
service  and  continuing  consultation.  Wi 
MicroAge,  you  become  a  valued  client 


\U  (  I  MiLrnAi^c  IS  a  registered  irademark  of  MicroAge  Computer  Centers.  Int  Mio"  \  ■ 


indep 


nONAL  CAPABILITIES 
rH  LOCAL  CONNECTIONS 

1  a  network  of  more  than  500  loca- 

MicroAge  offers  local  access  to  our 
Qsive  national  capabilities.  Founded 
)76,  MicroAge  was  the  first  computer 
er  organization  to  develop  and 
ement  a  true  solutions  selling 
oach.  Nobody  can  answer  your 
ocomputer  business  needs  better 
:  MicroAge  and  Apple. 


Macintosh  helps 
individuals  realize 
their  full  potential, 
even  beyond  their 
expectations. 


CALL  US  ON  IT 

Your  employees  take  the  power  to  be 
their  best  quite  personally.  We  want 
to  help  you  take  that  power  company- 
wide.  Look  for  MicroAge  under 
"Computers"  in  your  Yellow  Pages. 
Or  for  the  Apple  authorized  MicroAge 
or  MicroAge  Affiliate  location  nearest 
you,  call  1-800-876-1530. 


&  MicroAge  Affiliate  Locations 

derated  franchises  and  company-owned  centers,  Apple,  the  Apple  logo  and  Macintosh  are  registered  trademarks  ol  Apple  Computer,  hic. 
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I  Looking  To  Export?  Ask  The 
I  Federal  Government  For  Help 

I  U.S.  exporters  have  a  tremendous  ally 
I  willing  and  eager  to  help:  the  federal 
I  government.  A  first  stop  for  any  business 
I  person  on  the  export  trail  should  be  the 
I  nearest  U.S.  Department  of  Commerce 

district  office  to  sort  through  the  maze 

of  offerings. 

I  Through  these  offices,  in  68  U  S,  cities, 
I  the  Commerce  Department's  U.S.  and 
I  Foreign  Commercial  Service  can  be  the 
I  "advance  team  "  for  American  busi- 
I  nesses  seeking  to  establish  a  presence 
I  abroad.  It  can  assess  specific  markets 
I  and  assist  in  making  contacts,  using 
worldwide  publications,  overseas  trade 
shows,  regional  seminars,  international 
representatives  and  other  means. 

I  Consider  just  one  example  of  the 
I  Service  s  programs,  the  "Matchmaker" 
I  concept.  Open  to  groups  of  U.S.  com- 
I  panies  new  to  exporting  or  new  to 
I  certain  markets.  Matchmaker  begins 
I  with  the  Service  doing  the  background 
work  for  finding  potential  agents, 
distributors  or  buyers.  The  Service  will 
then  prescreen  those  prospects,  help 
generate  in-country  publicity,  develop 
sales  avenues,  make  appointments  for 
■  group  members,  provide  briefings  on 
i  loca!  market  conditions  and  interpreter 
I  services. 

a  The  Commerce  Department  recently 
.  opened  a  ns  v  Eastern  European 
Business  inlo  i  gfion  Center  to  help 
pinpoint  oppo  ii.ities  for  trade  and 
J  investment  in  the  newly  unshackled  East. 
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The  Agriculture  Department's  Foreign 
Agricultural  Service,  meanwhile,  helps 
with  market  intelligence  and  business 
development  for  agricultural  exports, 
primarily  through  export  credit  programs 
and  foreign  food  assistance. 

The  Export-Import  Bank  of  the  U.S. 
provides  financing,  and  is  especially 
helpful  for  companies  facing  foreign 
government-subsidized  competition. 

Through  the  independent  but 
government-owned  Overseas  Private 
Investment  Corporation  lOPIC),  the 


federal  government  assists  private 
investments  in  developing  countries, 
including  distributorships  owned  by  U.i 
manufacturers. 


In  addition,  the  Small  Business  Admini 
stration  (SBA)  helps  smaller  companies 

by  finding  markets,  dealing  with  the 
complexities  of  exporting  and  with 
financing  requirements. 


Yes,  the  federal  government  is  some- 
times intimidating.  But  it  does  offer  a  U 
business  irreplaceable  assistance. 


export . 


There  has  never  been 
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better  time  for  U.S.  companies  to 
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-■  r,^  1-he  world  are  openi 

economies.  Asian  econom 

AS  the  decade  of  the  nineties  unfolds  ^^^.^^  ^^^^^^^ 

.ni  rli:^n\  -^--t.^A^rrrc^  ^arffrwalls  are  being 
in  Mexico  and  in  ^atin  Ain  creating  a  soil  ^^^^^  A 

dismantled,   and  ^^p^oved  environment  « °^.^°^^|e^nal  mar 

western  Europe,   as  our  e  p  renewed 

is  on  the  J^^se  ar  ^ion  and  services  ^  opportunities 

°"^"-L^taie  full  advantage  of  ^he  new  export  opP^^^  ^ 
rr^Sftle^fn  -  --^c-ies^can^helP  you  th^^^g^ 
"o^efstafrerr-nrarires'  for  your  products. 

I  urge  you  to  give  them  a  call. 

^    ,  s    business  must  taKe  lxIl, 


Robert  A. 


Mosbacher 


Hnd  out  more  about 
how  the 
U.S.  Department 
of  Commerce 
can  help  you  export 
successfullY.  Call: 

1-800-343-4300 
Operator  940 


looks  like  this. 


] 


ut  it  sounds  like  this! 

M'eandothesamefor  ^ 
Dur  fax  machine's  performance. 


&T  Enhanced  FAX  Service.  Even  the  most  elementary  fax  machine  can  do  some  very  grand  things, 
cause  now  it  can  be  hooked  up  to  AT&T  Enhanced  FAX,  which  can  empower  your  machine  with  all 
;  capabilities  available  through  AT&T's  Worldwide  Intelligent  Netwcyk. 

And  all  you  need  to  do  is  call  our  toll-free  number  and  follow  the  easy  voice  prompts,  which  orchestrate 
!  entire  process. 

You  can  store  and  retrieve  messages  from  your  own  fax  mailbox.  Automatically  redial  a  busy  number, 
d  send  the  same  document  to  up  to  1,000  destinations,  worldwide. 

And  since  it  frees  up  both  you  and  your  machine,  you  can  conduct  business  as  usual. 

One  last  note.  AT&T  Enhanced  FAX  is  part  of  an  extensive  portfolio  of  services  called  AT&T  Global  Messaging, 
lich  will  always  be  evolving  and  never  become  outdated. 

So  call  1  800  248-EFAX  to  hear  more  about  AT&T  Enhanced  FAX  and  how  we  can  handle  all  your  fax  needs. 

It'll  be  music  to  your  ears. 


m  AT&T 


AT&T 

The  right  choice. 


Now,  helping 
them  grasp  your 
message... 

Rcture  this.  YouVe  got  a  major  presentation  tomorrow. 
You Ve  got  all  the  right  words.  You've  got  all  the  right  reasons. 
Meanwhile,  somewhere  deep  in  the  art  department  are  all  the  right  \isual 
aids,  and  "they're  working  on  iL" 

TTiere's  an  easier  way  With  DrawPerfect^  and  a  few  minutes,  you  can 
create  overhead  transparencies,  add  \isuals  to  your  printed  handouts,  create 
slide  shows,  on-screen  presentations  and  improve  the  way  you  look. 

.And  with  DrawPerfect  and  WordPerfect^  5.1.  you  can 
raise  your  sights  while  you  lower  your  learning  curve. 
First,  vouTl  discover  manv  kevstrokes  are  the  same 


-  science.  _  .„ewe\\- 


;nsure 

30p\e 
\nvoWeo 


HE' 


stav 


interested  as 


Km 


in  both  programs.  Then  youH  find  how  simple  it  is.  using  pull-down  menu  ^'s. 
or  function  keys,  with  or  without  a  mouse,  to  jump  back  and  forth  bet\vee 
DrawPerfect  and  ^^  ordPerfect  and  bring  ever>lhing  together 

DrawPerfect  brings  a  host  of  possibilities  to  any  presentation.  It  ships 
with  25  different  built-  in  fonts,  a  variet}'  of  graph  and  chart  t>"pes.  a  500- 
image  figure  library  and  great  tools  to  draw,  add  colon  create  bulleted  of  ''^ 
lines,  add  fill  patterns  and 


accomplish  what  you  need. 
^  DrawPerfect  lets  you 

import  spreadsheet  data 
from  PlanPerfectf  Loms  1-2-3^' and  Excel"  You 
can  also  integrate  graphic  files  fi^om  any  of  13 
different  graphic  formats.  But  best  of  all.  you  car. 
bring  in  the  talents  of  over  600  ^^TCorp  support  people.  M  ready  to  help 
you  look  your  best  just  a  phone  call  away 

Once  you've  captured  the  ease  and  power  of  DrawPerfect,  youH  be 
gi\ing  the  art  department  the  slip. 


INTRODUCING... 

DrawPerfecl 


oai 

-  c* 


is  well  within 
your  grasp. 


I  SUB! 


\\brdPerfe 

CORPORATI  ftiisti 


1555  N.  Technology  Way.  Orem. 
Tel:  (SOD  225-5O:>0  Telex;  Fax;  (aH)  25 

For  more  information  call  us  at  f80'^'i526- 


WcsiiPeTect  DrewPeriec!  as: 
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ernatives  To  Exporting 

laps  you  need  to  be  close  to  your 
omers,  adapt  your  product  for  local 
Jitions  or  simply  want  to  market 
seas  with  a  local  identity. 

ing  up  an  overseas  operation  may  be 
answer,  through  one  of  three  basic 
s:  technology  licensing,  wholly- 
ed  branch  and  subsidiary  operations, 
joint  ventures.  Each  offers  its  own 
ard.  Each  comes  with  its  unique  risk. 


:hnology  Licensing  and  Franchising 


Fast  Entry, 
But  Less  Control 

mology  licensing  is  a  contractual 
ngement  in  which  the  licensor's 
nts,  trademarks,  service  marks, 
^rights  or  general  know-how  may  be 
or  made  available  to  a  licensee, 
chising  is  a  form  of  technology 
using  used  by  service  companies, 
ilties  can  come  in  the  form  of  lump- 
payments  or  an  ongoing  stream 
id  on  volume  or  production. 

advantages  to  this  approach  include 
ir  market-entry  time,  with  fewer 
ficial  and  legal  risks  involved.  Also, 
nology  licensing  or  franchising 
s  overcome  the  trade  barriers  that 
y  countries  have  erected. 

owner  of  the  rights  usually  continues 
ipport  the  business  operation  through 
irtising  support,  training  and  related 
i/ities. 

mology  licensing  and  franchising  do 
y  risks.  The  licensor  faces  weakened 
[rol  over  the  transferred  technology 


or  service  and  a  reduced  profit  stream. 
Also,  a  foreign  licensee  may  attempt  to 
manufacture  products  that  then  could  be 
marketed  in  direct  competition.  Many 
agreements  include  territorial  restric- 
tions, though  enforcement  can  prove 
difficult. 

And  there's  another  hitch.  U.S.  law  can 
prohibit  international  technology 
licensing  agreements  that  unreasonably 
restrict  imports  of  competing  goods. 


Acquiring  A  Subsidiary 


You're 
The  Boss 

The  second  major  option  is  to  simply  buy 
your  way  into  a  business.  This  approach 
requires  a  substantial  investment  and  the 
desire  to  operate  in  a  foreign  country.  But 
by  maintaining  direct  or  majority  control, 
you  can  compete  in  a  way  that  you  think 
best.  Plus,  many  host  governments  offer 
some  sort  of  investment  or  tax  incentive 
which  may,  in  turn,  help  offset  the  initial 
start-up  costs. 


As  generations  of  expatriate  American 
business  people  can  readily  attest,  U.S. 
multinationals  have  long  had  a  major 
presence  in  many  worldwide  markets. 
Ford,  IBM  and  Exxon  have  been  house- 
hold names  for  decades  throughout 
Europe.  In  most  cases,  those  types  of 
long-established  overseas  subsidiaries 
were  launched  in  a  simpler  time.  Today, 
many  companies  find  the  acquisition 
route  more  efficient. 


Joint  Ventures; 


How  Long 
A  Life? 

You  may  also  wish  to  investigate  the 
merits  of  establishing  a  joint  venture 
relationship  with  a  company  in  your 
targeted  country. 

This  approach  is  used  in  a  wide  variety 
of  manufacturing,  mining  and  service 
industries,  and  often  stems  from  an 
original  technology  licensing  arrange- 
ment. For  some  manufacturing  or  mining 
operations,  the  host  government  may 
require  that  a  majority  stake  be  retained 
in  local  hands. 

But  that  may  be  an  acceptable  trade-off 
for  the  American  firm.  The  ideal  local 
partner  brings  a  knowledge  of  the 
domestic  market,  an  established  distri- 
bution network  and  the  all-valuable 
business  and  political  contacts. 

But  there  are,  however,  disadvantages. 
One  is  the  loss  of  effective  managerial 
control,  while  another  is  the  fact  that 
many  joint  ventures  don't  last  very  long. 
And  as  with  technology  licensing 
arrangements,  there  could  possibly  be 
anti-trust  issues  raised  by  certain 
aspects  of  a  joint  venture  partnership. 

Technology  licensing.  Wholly-owned 
branch  and  subsidiary  operations.  Joint 
ventures.  Different  paths  to  pursue; 
difficult  choices  to  make.  Which  one  will 
work  best  for  you?  Which  choice  offers 
the  most  reward  with  a  level  of  risk  that 
you  are  willing  to  take? 

A  business  manager  with  international 
ambitions — like  you — needs  to  under- 
stand the  issues  involved — ^and  the 
experts  available  to  help. 
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'1990  DHL  Airways,  Inc 


EXPORT 
CAR  OF  THE 

YEAR. 


FROM 

TO 

DHL 

FEDERAL 

UPS 

NEW  YORK 

ROME,  ITALY 

2 

2 

The  competition  took  place  every  single  business 
day  last  year.  The  three  major  air  express  carriers. 
Clocked  on  some  of  the  toughest  routes  in  the  world. 

And  every  package 
counted.  The  winner? 
No  contest. 

DHL  was  faster  to 
more  places  in  the 
world  than  any  other 
carrier  Which  makes 
sense.  We  use  our  own  customs  brokers.  Our  own 
people  pick  up  and  deliver  And  we  have  three 


DHL 
OUTPERFORMS 
FEDERAL  &  LPS 
BY  DAYS. 


CHICAGO 

LONDON,  ENGLAND  1 

2 

2 

NEW  YORK 

GENEVA.  SWITZERLAND  1 

2 

2 

MIAMI 

RIO  DE  JANEIRO,  BRAZIL  1 

3 

2 

NEW  YORK 

MILAN,  ITALY  1 

2 

2 

NEW  YORK 

BRUSSELS,  BELGIUM  1 

2 

2 

CHICAGO 

CAMBRIDGE,  ENGLAND  1 

2 

3 

MIAMI 

TRINIDAD,  BOLIVIA  1 

5 

3 

NEW  YORK 

MANNHEIM,  W  GERMANY  1 

3 

2 

Partial  listing  ot  the  187  countries  we  serve  Transit  times  m  days 

times  the  experience  of  Federal  Express  or  UPS. 

Even  around  the  world,  we're  the  vehicle  of  tomor- 
row. For  immediate  pickup,  dial  1-800-CALL-DHL. 
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Interaational  Banks 


Who  Else  Can  Help? 

I  American  business  managers  consider- 
I  ing  a  global  push  will  find  themselves 
I  working  with  a  number  of  key  service 
I  providers.  Here  is  a  quick  primer  on  some 
I  of  those  experts  and  the  needs  they  can 
address. 


I 


Traiisportation.Cargo  &  Overnight  Delivery 


JJ  a  rehouses 
Of  The  Future' 

The  next  time  you  see  a  Federal  Express 
jet  waiting  for  take-off,  imagine  you  re 
looking  at  a  warehouse  of  the  future, 
suggests  Fred  Smith,  Federal  Expresss 
President  and  CEO    Taking  advantage  of 
the  speed  and  flexibility  offered  by 
modern  air  cargo  carriers,  manufacturers 
are  no  longer  limited  by  distance  They 
can  gather  materials  from  all  over  the 
globe...  parts,  components,  subsystems, 
products,  services  and  information  are 
continuously  intermingled,"  Smith  said 
recently.  "Conversely,  manufacturers  can 
enter  the  market  from  any  place  on  the 
globe,  bypassing  traditional  warehousing 
facilities." 

The  ramifications  for  business  in  the  next 
century  could  be  profound  "Very  simply, 
we  are  in  the  midst  of  a  distribution 
revolution  that  is  poientially  as  powerful 
and  far-reaching  as  was  the  Industrial 
Revolution  in  raising  the  standard  of 
living  worldwide  " 


mill 


The  Prune  Conduit 
For  CoiuDieree 

More  than  300  U  S.  banks  now  have  inter- 
national banking  departments  while  many 
others  maintain  correspondent  relation- 
ships with  counterparts  in  other  countries. 
U  S  banks  with  an  international  sophis- 
tication can  provide  currency  exchange, 
collection  of  foreign  invoices,  drafts, 
letters  of  credit  and  other  foreign  receiv- 
ables, transfer  of  funds,  credit  information 
on  potential  overseas  buyers  and  credit 
assistance  to  the  exporter's  foreign 
buyers.  Banks  can  also  help  in  ways  that 
are  beyond  financing  arrangements,  such 
as  advice  on  export  regulations. 

Two  large  American  banks  provide 
examples  of  how  vital  an  international 
banking  relationship  can  be. 

One  of  the  more  successful  globally 
integrated  banks  is  J. P.  Morgan,  parent  of 
the  venerable,  150-year-old  Morgan 
Guaranty,  Morgan,  with  offices  in  all  key 
international  business  centers,  has 
shifted  its  emphasis  toward  wholesale, 
merchant  and  investment  banking 
activities,  as  well  as  asset  management. 

We  bring  a  truly  international  perspec- 
tive to  problem-solving,"  Dennis 
Weatherstone,  Morgan's  British-born 
chairman  said  recently  "We  have  a 
proven  commitment  to  thinking  globally 
and  acting  locally — a  useful  concept 
thats  unfortunately  becoming  a  cliche — 
which  to  us  means  knowing  the  ins  and 
outs  of  individual  markets,  sporting 


opportunities,  and  being  able  to  deliver 
finely  tuned  solutions  to  complex  cross-| 
border  problems." 

Chase  Manhattan  Bank,  meanwhile,  als^ 
has  geared  itself  toward  an  international 
future.  Chase's  Global  Bank  offers 
investment  banking,  capital  markets 
participation,  foreign  exchange  facilitie 
municipal  finance  and  a  securities  origi 
ation  and  distribution  network,  among 
numerous  other  banking  services,  to  an 
array  of  clients  in  North  America,  Asia, 
Europe,  Japan  and  Latin  America. 

The  Chase  Global  Bank  has  responded 
to  changes  in  the  international  financial 
climate  by,  in  part,  reorganizing  some  ke 


American 
companies  hai'c  not 
been  exponed- 

oriented... 
II' e  hai'e  to  find 
a  li'ay  to  get  our 
expo  Its  up. 

risk  management  services  it  offers 
corporate  clients.  Chase,  building  on 
historic  leadership  in  this  area,  esta- 
blished at  year-end  1989  a  new  unit. 
Global  Risk  Management  encompassint 
foreign  exchange  and  bullion:  interest 
rate  and  commodity  price  risk  manage- 
ment. Chase  Manhattan  Futures 
Corporation,  international  treasury  and 
securities  functions;  and  management 
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Wouldn't  you  rather  do  business 
vith  a  company  that  thinks  outside  the  box? 


Sears  Business  Centers  didn't  become  one  of  the  nation's 
leading  personal  computer  resellers  just  by  selling  computers. 
We  got  there  by  thinking  about  your  unique  business  needs. 
Including  your  current  computer  system,  employee  expertise 
and  plans  for  growth. 

Our  Systems  Analysts  work  with  you  up-front,  before  you 
make  an  investment,  and  they  continue  working  with  you  long 
after  the  sale.  They  undergo  extensive  training 
so  they  have  the  expertise  to  consult,  plan, 
design  and  implement  connectivity  solutions. 

From  our  national  headquarters,  we  follow 
through  with  a  toll-free  800  Support  Line.  < 
In  most  cases,  we  can  resolve  any  compu- 
ter glitches  over  the  phone,  using  sophis- 
ticated remote  diagnostic  capabilities.  And 
when  you  need  on-site  assistance,  we'll  dis-  at^t 6386/25  wcscompuipr 
patch  a  Systems  Analyst  to  your  place  of  business. 

Let  us  show  you  the  innovative  thinking  behind  AT&T's  80386- 
based  computers  and  the  UNIX  System  V  Operating  System. 
Together  they  deliver  outstanding  performance  and  networking 
capabilities  in  multi-user  multi-tasking  and  LAN  environments. 

For  outside  the  box  thinking  in  your  area,  call  Sears  Business 
Centers  at  1-800-876-0088,  ext.  210. 


BUSINESS  CENTERS 
1-800-876-0088,  ext.  210 


©  Sears.  Roebuck  &  Co  1990 
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of  the  corporation's  risk-management 
books,"  J.  Richard  Zecher,  senior  vice 
president,  wrote  recently. 

These  types  of  products,  Zecher  wrote, 
"provide  the  means  to  access  a  far  greater 
range  of  financial  opportunities  and,  in 
the  process,  make  markets  truly  global." 


Other  Financing  Specialists 


Will  Fojfaiting  Work 
For  You^ 

In  addition  to  banks  and  other  traditional 
sources  of  financing,  there  are  also  a 
number  of  innovative  ways  to  harness 
capital.  One  of  the  newest — on  these 
shores  at  least — is  a  technique  called 
forfaiting,  a  risk-free  financing  tool  that 
allows  exporters  to  sell  their  goods  and 
services  internationally  and  receive 
payment  immediately.  The  risk  of 
nonpayment  is  assumed  by  the  forfaiting 
house,  a  trading  company,  an  insurance 
company  or  a  foreign  bank,  which  buys  at 
a  discount  the  promissory  notes  or  bills  of 
exchange  generated  by  the  transaction. 

David  M.  McGhee  launched  his  St.  Louis, 
IVIissouri  based  British-American 
Forfaiting  Company  to  pioneer  the  con- 
cept in  the  U.S.  "Our  job  is  to  know  who 
has  an  appetite  for  certain  types  of  trans- 
actions and  projects,"  McGhee  says, 
reffif  ring  to  She  forfaiting  house's  role  of 
ma  rJiing  exporters  with  a  financing 
hou'>e  wiliinq  to  assume  the  risk.  McGhee's 
firm  eairs  a  fee,  usually  about  1%. 


And  why  hasn't  forfaiting  been  a  well- 
known  financing  device  in  the  U.S.,  as  it 
has  in  Europe?  "American  companies 
have  not  been  exported-oriented," 
McGhee  says.  "We  have  to  find  a  way  to 
get  our  exports  up.  And  we're  bringing 
one  of  the  world's  oldest  types  of  trade 
financing  here  to  help  do  just  that." 


Foreign  Exchange  Risk  Managers: 


You  Can  Have 
The  Control 

The  ebb  and  flow  of  the  foreign  currency 
exchange  system  adds  an  element  of 
uncertainty  and  risk  to  any  global 
strategy.  "For  management,  foreign 
exchange  changes  can  make  budgeting 
and  planning  difficult,"  says  Francoise 
Soares-Kempt,  a  New  York  based  vice 
president  for  the  international  banking 
giant  Credit  Suisse's  Foreign  Exchange 
Corporate  Advisory  unit.  "Some 
companies  do  nothing  to  stabilize  their 
foreign  exchange  exposure.  Others  cover 
everything.  We  usually  recommend  a  tack 
somewhere  in  the  middle." 

"Covering"  necessitates  the  use  of  one  of 
the  foreign  exchange  risk  management 
tools.  If  a  company  has  a  planned  stream 
of  payments  due  at  regular  intervals  to  a 
Japanese  supplier,  for  example,  it  may 
consider  purchasing  half  of  the  year's 
required  yen  at  the  beginning  of  the  cycle. 
Products  or  services  can  then  be  priced 
accordingly. 

How  does  a  company  "buy"  currency  in 
advance?  Perhaps  through  the  spot 
market,  then  depositing  the  funds  into  a 
local  account  to  earn  interest  until 
needed.  Or  through  the  "forward  contract" 


till 

0. 


system.  There  is  also  the  possibility  of 
buying  options  on  future  currency  values,) 
which,  like  an  insurance  policy,  requires 
what  is  in  effect  an  upfront  premium 
payment. 


The  demand  for  currency  exchange 
management  has  never  been  more  urgen 
"There  are  sweeping  changes  going  on  i 
the  world,"  Soares-Kempt  believes.  "The 
dollar  has  been  a  shelter  for  a  long  time 
Sophisticated  international  investors 
retreat  to  the  dollar.  The  dollar  will  not 
crumble.  But  it  has  to  be  watched  care- 
fully. Very  carefully." 
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The  Indispensable 
Tools 
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The  flow  of  information — and  with  it, 
money  and  commerce — across  borders 
has  been  both  a  factor  in  fostering 
globalization  as  well  as  making  far-flungf 'enUI 
business  networks  manageable. 
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Computer  software  can  be  a  common 
denominator  linking  a  company's  out- 
posts. Word  Perfect,  one  the  world's  mos 
powerful  and  flexible  word  processing 
packages,  is  now  sold  and  used  in  no  lesfmani 
than  57  countries,  for  example. 

That  global  reach  can  be  a  prime  facilita 
tor  of  the  electronic  flow  of  information, 
which  remains  indespensable  to  inter- 
national business. 


And  that  central  importance  can  only 
increase  as  technology  improves.  Online 
information  database  networks,  which 
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ndividual  and  organizational  corn- 
systems  with  electronic  sources  of 
nation,  promise  to  be  a  hugely 
ble  business  tool  in  the  years  ahead. 

Imes  is  an  Oklahoma  City  based 
der  of  one  of  the  more  innovative 
lase  services.  Its  network  provides 
diate  access  to  the  full-text  files  of 
than  640  newspapers,  magazines 
ther  news  and  financial  data 
es  from  four  continents.  By  using  a 
imple  commands,  a  DataTimes 
:riber  can  search  the  files  of,  say,  all 
ading  British  dailies  or  a  Japanese 
cial  news  service,  looking  for 
eiitive  analysis,  background  on  a 
ble  joint  venture  partner  or  any  other 
lent  information.  DataTimes  also 
;  that  link  to  numerous  regional  and 
ipolitan  newspapers  and  magazines 
across  the  U.S. 

service  can  be  a  valuable  link  to 
ets  around  the  globe," says  DataTimes 
dent,  Allen  Paschal.  "We  offer  the 
Iwide  informational  infrastructure 
ican  companies  need  to  be 
etitive." 

il  opportunities  also  are  the  focus  of 
f  the  country's  largest  and  most 
lant  communications  corporations, 
.  "AT&T  would  like  to  have  25%  of 
tal  revenue  coming  from  outside  the 
ly  the  mid-1990s,"  explains  Charles 
lickle,  president  of  AT&T  Capital 
ngs,  the  international  financing  arm 
8iT  Capital  Corporation. 

lickle's  unit  (with  a  1989  net  income 

Dut  $41  million  and  shareholder 

y  of  approximately  $360  million)  is  in 


charge  of  all  non-U. S.  financing  for  AT&T, 
as  well  as  offering  financing  to  many  of 
the  corporation's  multinational  clients. 
Van  Sickle's  group  is  now  developing  a 
range  of  financing  tools  for  overseas 
clients,  in  both  U.S.  dollars  and  local 
currency. 


Advertising/Public  Relations  Agencies 


Worldwide  Expeitise 
Needed 

The  April  1990  announcement  that  the 
trendsetting  Madison  Avenue  advertising 
agency  Wells,  Rich,  Greene  was  selling 
40%  of  its  equity  to  the  French  agency 
group  Boulet  Dru  Dupuy  Petit  (BDDP)  was 
the  latest  in  a  long  line  of  cross-border 
consolidations  in  the  creative  world. 

Wells,  Rich,  Greene's  management  will 
hold  a  minority  stake  in  BDDP,  which  up 
to  now  has  been  particularly  strong  in 
Europe  and  the  Pacific  Rim  countries. 

The  Wells,  Rich,  Greene  deal  underscores 
the  importance  of  having  an  immediate 
marketing  prowess  in  different  markets 
worldwide.  For  U.S.  companies  seeking  to 
compete  in  those  foreign  locations, 
having  creative  resources  abroad  can  be 
critical.  "Many  of  our  clients  have  asked 
us  about  our  ability  to  transport  our  ideas 
and  advertising  to  Europe  and  elsewhere," 
says  Ken  Olshan,  chairman  of  Wells,  Rich. 
"So  our  desire  to  serve  clients  outside  the 
U.S.  has  been  mounting." 

"It  need  not  be  just  large  U.S.  clients 
that  can  benefit  from  that  global  reach," 
Olshan  says.  "A  successful  entrepreneur 
who  is  looking  to  expand  overseas  should 
be  considering  an  agency  with  inter- 
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ore  than 
forty  reasons  why 
Iowa  State 
University 
is  fast  becoming 
the  high  technology 
capital  of  the 
midwest: 


✓  microelectronics 
microwave  circuitry 

t/  gene  mapping 

✓  photovoitaics 

»/  quantum  nanostructures 
%/  molecular  virology 
s/  neural  networks 

✓  monoclonal  antibodies 

✓  metalloproteins 
*/  analog  devices 

✓  thin  film  resonators 

✓  optical  fibers 

✓  Users 

i/  molecular  vaccines 

•/  amorphous  semiconductors 

✓  nondestructive  evaluation 

^  chloroplast  and  mitochondrial  genetics 
sensors 

✓  recombinant  vaccines 

✓  advanced  composite  materials 

✓  materials  processing 

✓*  advanced  magnetic  materials 
cell  culture 
polymers 
toxicants 

✓  lipid  biosynthesis 

✓  smart  materials 
i/  bioreactors 

^  robotics 

✓  parallel  processing  performance  evaluation 

✓  distnbuled  memory  supercomputing 
^  superconductivity 

✓  surface  science 
genetic  engineering 

✓  enzyme  mechanisms 

✓  animal  and  plant  transgenics 

✓  CAD/CAM 
growth  promotants 

%/  starch  and  protein  biosynthesis 
%/  gene  isolation 
and  more. 


Contact:  Dr.  Steve  Price 
Iowa  State  University 
315  Beardshear  Hall 
Ames,  Iowa  50011 
phone:  515  /  294-0513 
FAX:    515  /  294-0778 
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Some  executives  regard  busi- 
iss  travel  as  nothing  more  than  a 
me  to  catch  up  on  their  sleep. 

Others  see  it  as  a  time  to  catch 
3  on  their  work. 

Which  is  where  Toshiba 
ittery-powered  PCs  come  in. 
hey 're  extremely  powerful.  Yet 
3rtable  enough  to  go  where  you  go. 


So  now  even  a  transcontinental 
flight  can  be  put  to  much  better  use. 

And  since  no  two  people  think 
exactly  alike,  we  make  everything 
from  a  5.9-pound  notebook  PC  that 
fits  inside  a  briefcase  to  a  portable 
386  "SX  model  that  rivals  powerful 
desktop  computers. 

Each  with  replaceable,  re- 


chargeable battery  packs  to  keep 
you  productive  all  the  way  from 
LAX  to  LaGuardia. 

Which  means  you  can  now 
work  exactly  the  way  you  do  back 
at  the  office.  Even  \dien  you're 
35,000  feet  above  it. 

Toshiba  power  and  portability. 
Take  it.  See  how  far  you  can  go. 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba  Amenca  Information  Systems  Inc..  Ojmputer  Systems  Division 
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0  national  capabilities,"  he  says.  "A  guy 

n  with  a  video  store  he  wants  to  franchise  in 
n  Australia  should  look  to  us.  We're  there. " 

1  Olshan  says  that  the  Wells,  Rich,  Greene 
international  consolidation  will  be  unlike 
others  in  the  advertising  world,  some  of 
which  have  not  worked  as  planned. 
"Some  of  the  other  mega-agencies  are  run 
by  huge  hierarchies  and  bureaucracies. 
We're  not.  We've  joined  a  strong  group 
but  each  unit  will  be  run  from  the  bottom 
up.  We're  all  first  generation  entrepre- 
neurs,"  he  says.  "This  (arrangement)  is 
really  the  wave  of  the  future.  There  is  so 
much  to  gain  from  working  with 
international  partners." 


Auditing  &  Consulting  Firms 


Mobilizing 
To  Help  Clients 

The  world's  major  accounting  and 
professional  services  firms  see  helping 
clients  develop  and  implement  inter- 
national strategies  as  a  major  growth 
opportunity  for  the  years  ahead. 

Just  ask  Vernon  Ellis,  the  London-based 
head  for  Andersen  Consulting's  European, 
Middle  Eastern  and  African  practice.  Ellis 
oversees  an  army  of  some  6,000  consult- 
ants, mostly  specialists  in  various  facets 
of  management  information  and  computer 
systems.  Last  year's  fee  income  for  Ellis's 
group  was  S600  million.  (Andersen 
Consulting,  with  a  worldwide  1989 


revenue  of  approximately  $1.8  billion, 
is  the  global  business  unit  of  Arthur 
Andersen  Worldwide  Organization.) 

"We  are  in  the  business  of  providing 
business  solutions,"  Ellis  says.  "Global- 
ization can  force  a  company  to  redefine 
its  methods  of  manufacturing  and 
distribution.  We  provide  the  support  to  do 
those  evaluations.  We're  mobilizing  to 
help  our  clients  wherever  they  may  be." 

Andersen  increasingly  is  serving  as  a 
company's  entire  computer  department.  It 
will  design,  implement  and  then  manage 
a  client's  computer  system  or  network. 

"Technology  and  globalization  come 
hand-in-hand.  Innovation  in  one  country 
can  be  applied  elsewhere,"  Ellis  says. 
"The  ability  to  link  different  systems  from 
different  countries  is  making  much  of  this 
possible.  Technology  truly  is  making  a 
level  playing  field." 


Municipal  Financing 


An  Anierican 
Expo/t: 


No  financial  service  would  seem  to  be 
more  immune  to  the  tides  of  interna- 
tionalization than  the  business  of 
providing  and  guaranteeing  municipal 
finance  to  thousands  of  local  and  state 
government  authorities  across  the  U.S. 
But  now  the  globalization  of  finance  has 
affected  even  that  unlikely  area. 

Indeed,  American  expertise  in  the  art  of 
municipal  finance  seems  poised  now  to 
become  an  export  in  its  own  right. 


Proof  came  late  last  year  when  MBIA  Inc 
a  leading  U.S.  financial  guarantee 
insurance  company,  and  Credit  Local  de 
France,  a  French  specialized  financial 
institution  which  is  the  largest  local 
authority  lender  in  France,  agreed  to 
exchange  professional  services  and 
jointly  develop  enhanced  financings  in 
France  and  the  European  Economic 
Community.  MBIA  also  sold  4.9  percent  ol 
its  common  stock  to  the  French  institutio 
which  is  owned  by  the  French  govern-  | 
ment  and  a  number  of  French  and  Euro-  o 
pean  private  and  public  institutions. 

"Perhaps  the  most  interesting  prospect 
for  financial  guarantees  is  the  global- 
ization of  public  finance,"  David  Elliot, 
MBIA's  president  said  recently.  "Europea 
countries  have  not,  as  yet,  developed  f 
municipal  revenue  bond  markets  as  we  i 
have  in  the  United  States.  Municipalities 
on  the  continent  borrow  funds  from 
leading  institutions  to  finance  governmerj 
projects.  Potential  changes  in  the  way 
public  finance  is  conducted  in  Europe 
will  provide  access  to  huge  untapped 
markets.  The  fall  of  economic  barriers 
within  the  European  Community  in  1992 
present  a  window  of  opportunity  for  joint 
and  cooperative  ventures.  And,  if  one 
adds  to  the  likelihood  of  Eastern  Europea 
countries  opening  their  doors  as  well,  thi 
potential  is  staggering." 


MBIA,  a  publically  owned  company  base 
in  Armonk,  New  York,  in  1989  was  the 
U.S.'s  number  one  municipal  bond  insurei 
It  caputured  38.5%  of  the  new  issue  long- 
term  market  with  S11.77  billion  insured 
last  year. 


Produced  by  Photosearch,  Inc.  New  York  City 
Text  researched  and  wnlien  by  John  Buckman, 
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Design  and  orodjction  by  Wec>  Inc . 

New  York  City 

Illustrations  by  Susan  Blubaugh.  New  York  City 
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"TAKING 
HE  PULSE  OF 
GLOBALIZATION 


JULY  1990 


ff 


The  best  opportunity  you  will  have  in  1990  to  showcase 
your  global  capabilities  and  services  to  the  world's  most 
important  users  of  global  financial  services. 


njuly  1990,  Global  Finance 
will  devote  an  entire  issue  to 
putting  the  financial  affairs  of 
tie  world  in  global  perspective. . . 
/here  globalization  stands  today 
nd  where  it  is  heading. . .  in  a 
omprehensive  report  to  55,000 
snior  executives,  investment 
rofessionals  and  financial 
ecision-makers  at  the  largest 
ompanies  and  financial  institu- 
ions  throughout  the  world  . . . 
maturing  in-depth  reports  on: 


Cross-border  Trading  on  the 
World  s  Stock  Exchanges 

The  Explosion  in  Derivatives 

The  State  of  the  Forex  Markets 

Raising  Money  Cross-border 

Cross-border  M&A 

The  Privatization  of  Eastern 
Europe 

Money  Managers'  Cross-border 
Portfolio  Diversification 

Prospects  for  Global  Banks 

Global  Debt 

Global  Financial  Information 
Services 


And 


more : 


Whatever  your  global  advertising 
objectives  -  the  whole  world  or 
focused  segments  of  it  -  you'll  find 
just  the  relevant  editorial  environ- 
ment you  need  in  this  special  July 
1990  issue  of  Global  Finance. 

For  more  information  about 
this  exceptional  worldwide  adver- 
tising opportunity,  call  Publisher 
Joseph  Giarraputo  (in  New  York 
at  212-766-5868)  or  your  local 
Global  Finance  representative. 


July  1990  Issue 
Closing  Date: 
JUNE  25 


ilohal  Finance  is  a  joint  venture  of  McGraw-Hill  and  Global  Information,  Inc.  Circulation  is  audited  by  BPA.  New  York  (212)  766-5868  *  Frankfurt  (069) 
1-40-7117  *  London  (0730)  63273  *  Tokyo  (03)  571-8748  *  Amsierdtim  (020)  263615  *  Barcelona  (03)  205-00-12  *  Basel  (61 )  22-65-75  *  Brussels  (02) 
47-40-65  *  Hong  Kong  (05)  868-2010  *  Istanbul  (90-1)  157-7666  *  Uusanne  (21)  20-71-51  *  Madrid  (01 )  455-11-00  *  Mil^m  (02)  890-0318  *  Pans  (01 ) 
5-00-66-08  *  Seoul  (02)  278-3131  *  Sydney  (02)  32-9736  *  USA-WestCoast  (213)  284-8595  *  Vienna  (222)  715-76-84-0  *  Zurich  (01)  257-81-11 
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EVERYBODY  WANTS  A  BIGGER  PIECE  OF  AMERICA'S 


high-tech  action.  Europe,  building  on  a  heritage  of 
scientific  excellence,  has  set  its  hopes  on  becoming 
faster  out  of  the  blocks,  in  part  by  nurturing  more 
small-company  ventures.  Japan  is  overhauling  its 
well-oiled  manufacturing  machine,  determined  to 


do  more  creative  science  and  to  invent  more 


original  technology.  Beyond  Asia's  four  ti- 
gers— Korea,  Taiwan,  Singapore,  and  Hong 
Kong — still  more  challengers  are  gearing  up 
to  emulate  the  Japanese  model. 
Tumultuous  change  lies  ahead.  U.  S.  industry  will 
be  buffeted  from  all  sides.  But  as  foreign  rivals  are  upping 
the  ante  in  research,  the  U.  S.  is  retrenching.  Critics  think  that  it 
be  time  for  Washington  to  start  doing  some  innovation  of  its  own. 


THE  EPIC  STRUGGLE  WILL  REDRAW  THE  WORLD  ECONOMIC  MAP 
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ASH-RICH  JAPAN  AND  A  UNIFYING  EUROPE  ARE  CLOSING  THE  GAP  IN  SCIENCE 


HOW  THE  BIG  THREE  COMPARE 


EMPHASIS  0 
NOHMILITARY 


NONDEFENSE  R&D 
SPENDING  AS  A 
SHARE  OF  GNP 


JH  long  a  stretch  of  hallway  in  the  maze  of  the 

mg  Pentagon  is  a  series  of  paintings.  Each  depicts 
MM  a  battle  in  one  of  the  wars  that  renewed  pride 
W  M  in  what  it  means  to  be  an  American.  Under  the 
ist  one  is  this  inscription:  "World  War  II,  1941-." 

The  plaque  was  obviously  engraved  before  the  war 
nded.  But,  in  a  sense,  the  missing  date  was  prophetic, 
imerica's  vision  of  a  democratic  world  is  emerging 
lore  triumphant  than  anyone  could  have  dreamed  just 
ne  year  ago.  But  another  epic  struggle  rages  on — 
ver  economic  leader- 
hip.  Its  weapons  are 
ivention,  innovation, 
nd  ingenuity.  And  af- 
er  being  outclassed 
or  half  a  century,  the 
est  of  the  world  is 
ow  fast  closing  in  on 
he  U.  S. 

The  evidence  is  ev- 
rywhere.  Look  at  any 
idex — capital  invest- 
lent,  funding  of  in- 
ustrial  research,  im- 
ort  penetration  of 
omestic  markets,  en- 
:ineers  in  the  work 
orce — and  it  shows 
hat  America's  leader- 
hip  is  slipping.  Not 
list  in  relative  terms, 
ither.  In  two  key  ar- 
as,  Japan  has  already 
clipsed  the  U.  S.  With 
n  economy  little 
[lore  than  half  as 
arge,  it  took  the 
/orld  lead  in  technolo- 
;y-intensive  exports 
lack  in  1986.  Last 
ear,  Japan  out-in- 
ested  the  U.  S.  by  9% 
n  industrial  plants 
.nd  equipment.  Mean- 
vh\\e,  Europe  is  gain- 
tig  ground,  too,  and 
viW  pick  up  the  pace 
,s  it  transforms  itself 
nto  a  single,  huge 
iconomy. 

In  short,  a  global 
ace  is  on.  The  U.  S. 
till  spends  the  most  on  research  and  development  by 
ar.  But  the  rest  of  the  world  is  spending  more  and 
nore,  unleashing  a  flood  of  creative  energy.  And  this 
»ell-mell  rush  toward  a  new  order  in  science  and  tech- 
iERHANY:  nology  will  slice  up  the  world 

obol  arm  design  at  the     economic  pie  more  equally, 
rauenliofer  Institute  During  the  1980s,  the  Asian 

pate  Lab  in  West  Berlin     Rim  nations  that  emulate  Ja- 
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pan — Korea,  Taiwan,  and  Singapore — began  to  evolve 
into  major  competitors  (page  152).  Next  in  line  are 
industrializing  nations  such  as  Hungary,  Malaysia,  and 
Mexico.  And  it  would  be  "shortsighted  to  ignore  the 
potential  of  the  Chinese,"  Deputy  Commerce  Secretary 
Thomas  J.  Murrin  noted  in  a  speech  last  March. 

Over  the  past  decade,  the  U.  S.  has  had  to  learn 
anew  how  to  compete  on  quality  and  cost.  Now,  Ameri- 
ca is  facing  stiffer  challenges  in  science  and  invention 
as  well.  If  it  doesn't  exploit  its  assets  better,  predicts 

Don  E.  Kash,  a  pro- 
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A  JAPAN  WEST  U.S. 
PERCENT  GERMANY 

V  SOURCE  OF 
R&D  FUNDS 


GOVERNMENT 
INDUSTRY 

HIGHER  EDUCATION  OR 
OTHER  SOURCE 
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▲   JAPAN       WEST  U.S.  ▲     JAPAN      WEST  U.S. 

PERCENT  GERMANY  PERCENT  GERMANY 

DATA:  OECD.  NATIONAL  SCIENCE  FOUNDATION,  DRI/McGRAW-HILL.  FEDERAL  RESERVE  BANK  OF  NEW  YORK 


fessor  of  political  sci- 
ence at  the  University 
of  Oklahoma,  the  na- 
tion will  have  to  con- 
tend with  one  of  two 
unpalatable  outcomes: 
"either  a  gradual  ero- 
sion of  U.  S.  competi- 
tiveness and  decline  in 
the  standard  of  living, 
or  a  severe  economic 
disruption." 

It  was  inevitable,  of 
course,  that  other 
countries  should  catch 
up.  "Simple  statistics 
tell  you  that  the  U.  S. 
can  never  again  mo- 
nopolize science  and 
technology,  no  matter 
how  hard  it  tries," 
says  Simon  Ramo,  co- 
founder  of  TRW  Inc. 
"Today,  we've  got 
somewhat  less  than 
half  of  the  world  pop- 
ulation of  technical 
PhDs,  so  we  can  real- 
istically expect  to  gen- 
erate close  to  half  of 
all  new  innovations." 
As  education  levels 
rise  throughout  the 
world,  the  U.  S.  will 
lose  its  PhD  edge. 
"Tomorrow,  we'll 
have  much  less  than 
half,"  Ramo  adds. 

America  may  be  los- 
ing some  of  its  hustle, 
too.  While  Washing- 
ton debates  how  to  keep  U.  S.  technology  strong,  Ja- 
pan and  Europe  have  started  pursuing  new  strategies. 
Both  are  mounting  campaigns,  jointly  funded  and  coor- 
dinated by  industry  and  government,  to  fill  the  chinks 
in  their  industrial  armor.  They  aim  to  preserve  their 
traditional  strengths,  while  matching  America's  flair 
for  seminal  science  and  prolific  invention. 
For  the  Japanese,  already  the  masters  of  manufac- 
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turing,  making  a  mark  in  original  science  is  the 
goal  (page  72).  "Given  the  financial  resources  they  can 
bring  to  bear,"  says  C.  Kumar  N.  Patel,  executive 
director  of  materials-science  research  at  AT&T  Bell  Lab- 
oratories, "they  will  be  giving  us  a  real  run  for  our 
money  in  5  or  10  years."  Sony  Corp.,  for  example,  now 
devotes  up  to  25%  of  its  R&D  to  precompetitive  re- 
search. No  U.  S.  company  spends  half  that  percentage. 

West  Germany  and  the  other  nations  of  Northern 
Europe  are  coming  from  the  other  direction.  Building 
on  a  rich  scientific  heritage,  they  are  focusing  on  inno- 


have  become  the  technological  risk-takers,"  says 
Ivan  L.  Kinne,  sales  vice-president  at  Battelle. 
The  Japanese  have  always  been  willing  to  invest 
in  risky,  long-term  projects,  because  of  a  sense  that 
they're  on  the  same  team.  "We  know  we  can  trust 
each  other — we  share  this  common  culture,"  says  Juni- 
chi  Shimada,  a  senior  manager  at  Japan's  Electrotech- 
nical  Laboratory  (ETL),  an  arm  of  the  Ministry  of  Inter- 
national Trade  &  Industry  (MITI).  On  the  other  hand,  he 
concedes,  this  sameness  extracts  a  toll:  Potential  whiz- 
kid  scientists  are  culturally  discouraged  from  express- 
ing their  creativity.  In  the  U.  S.,  "geniuses  aren't  so 
shy"  about  challenging  authority,  he  adds,  "and  that's 


UNITED  STATES:  At  Multj-Arc  Scientific  Coatings  in  Rockaway,  N.  J. 

vation — becoming  more  receptive  to  new  inventions 
and  moving  them  quickly  to  market  (page  124).  To 
foster  a  vibrant  small-business  sector  that  emulates 
America's  job-creation  engine,  EC  governments  also  are 
encouraging  more  venture-capital  spending.  In  1989, 
such  investments  in  Europe  climbed  25%,  to  $5.5  bil- 
lion. That  topped  the  U.  S.  peak — $4.2  billion  in 
1987 — and  more  than  doubled  what  America's  venture 
capitalists  coughed  up  last  year. 

Both  Europe  and  Japan  can  afford  these  measures 
because  their  private  and  public  coffers  are  flush, 
thanks  in  part  to  policies  that  preserved  the  wealth- 
generating  potential  of  such  manufacturing  industries 
as  consumer  electronics  and  machine  tools.  That  also 
gives  them  the  means  to  buy  American  talent  in  the 
hunt  for  ideas.  At  leading  research  labs  in  the  U.  S., 
sucls  as  SR.*  International,  PA  Consulting  Group,  and 
Battelle  Memorial  Institute,  most  research  is  now  fund- 
ed by  o'/iTseas  companies,  mainly  Japanese.  "They 


S  leclinology  lays  down  supertliin  films 

why  the  major  new  ideas  always  come  from  the  U.  S." 

To  tap  that  well  of  innovation,  several  Japanese 
companies  are  sprinkling  research  centers  throughout 
the  U.  S.  In  1986,  the  local  subsidiary  of  Otsuka  Phar- 
maceuticals, Oncomembrane  Inc.,  created  Biomem- 
brane  Institute,  a  nonprofit  operation  in  Seattle.  Hita- 
chi Chemical  Co.  has  a  $20  million  research  facility  at 
the  University  of  California  at  Irvine.  And  last  year, 
NEC  Corp.  opened  a  $25  million  artificial  intelligence 
lab  in  Princeton,  N.  J.  All  told,  Japanese  industry  has 
close  to  200  R&D  bases  on  foreign  soil,  employing  near- 
ly 4,500  researchers.  In  1987,  says  Shoichi  Saba,  for- 
mer president  of  Toshiba  Corp.,  Japan's  overseas  R&D 
expenditures  topped  $300  million.  That  figure  is  bound 
to  surge  as  the  Japanese  turn  their  attention  to  Eu- 
rope's united  market,  now  just  around  the  corner. 

European  and  Japanese  companies  also  are  picking 
American  brains  by  buying  whole  companies  or  minor- 
ity positions,  much  to  the  dismay  of  some  U.  S.  legisla- 
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;ors.  One  recent  headline-grabber  was  Swiss  drugmak- 
;r  Hoffmann-La  Roche  Inc.'s  $2.1  bilHon  acquisition  of 
50%  of  Genentech  Inc.,  the  company  that  launched  the 
)iotechnology  revolution.  Far  more  prevalent  are 
smaller  investments  that  attract  less  attention.  Three 
nonths  ago,  Silicon  Graphics  Inc.  agreed  to  part  with  a 
)%'  stake  in  return  for  $35  million  from  Japanese  steel- 
naker  NKK  Corp.  It  was  a  tough  decision  for  James  H. 
]lark,  chairman  of  the  maker  of  graphics  worksta- 
ions.  But  SGI  needed  to  round  up  the  money  to  develop 
ts  next-generation  system,  and  Clark  couldn't  find  a 
'ompetitive  deal  at  home.  "Every  promising  small  com- 
)any  is  going  to  be  forced  to  seek  capital  overseas,"  he 


U.  S.  companies  initiated  217  overseas  projects,  20% 
more  than  in  1988,  according  to  the  Conference  Board. 
And  the  Commerce  Dept.  estimates  that  U.  S.  compa- 
nies invested  nearly  $49  billion  in  foreign  plants  and 
equipment,  up  15%.  They  aren't  doing  this  just  for 
cheap  labor  or  capital.  In  addition  to  buying  access  to 
foreign  markets,  this  money  goes  for  R&D  talent,  too. 
The  National  Science  Foundation  reports  that  spending 
by  U.  S.  companies  on  foreign  R&D  jumped  33%  be- 
tween 1986  and  1988,  vs.  a  6%-  gain  in  domestic  R&D. 
Virtually  all  of  the  world's  auto  makers,  for  instance, 
have  forged  ties  with  foreign  rivals,  which  sometimes 
help  with  development:  Japan's  Mazda  Motor  Corp. 


APANt  Toshiba  robots  making  music  at  the  International  Garden  and  Greenery  Expo  in  Osaka 


)redicts,  because  Wall  Street's  short-term  mind-set 
)uts  so  low  a  value  on  long-term  investment. 

Such  patterns  of  investment  and  R&D  spending  mir- 
•or  the  growth  of  world  markets.  All  told,  some  2,000 
fapanese  companies  now  have  operations  on  U.  S.  soil, 
I  few  dozen  of  which  would  qualify  for  BUSINESS  week 
1000  status  if  they  were  independent  corporations, 
rhis  foreign-owned  segment  is  doing  even  better  than 
;he  overall  U.  S.  economy.  Last  year,  foreign-owned 
'actories  created  more  new  jobs  than  did  American 
nanufacturers,  notes  Robert  B.  Reich,  a  political  econ- 
)mist  at  Harvard  University.  They  also  paid  their  peo- 
)le  better:  $32,887,  on  average,  vs.  $28,954.  Ironically, 
n  fact,  foreign  ownership  has  again  provided  the  U.  S. 
vith  a  thriving  TV  industry.  Nearly  all  color  sets  sold 
n  the  U.  S.  are  made  locally — by  17  foreign  companies 
;mploying  15,000  American  workers.  And  unlike  many 
U.  S.  industries,  the  TV  business  has  a  trade  surplus. 

This  sort  of  thing  isn't  a  one-way  street.  Last  year. 


engineered  the  1991  Ford  Escort.  Such  deals  provide 
"an  incremental  benefit  you  can't  get  with  a  U.  S. 
partner,"  notes  Robert  W.  Galvin,  chairman  of  the 
executive  committee  at  Motorola  Inc. 

This  increasing  globalization  of  business  presents 
Washington  with  a  ticklish  question:  How  should  for- 
eign-owned labs  or  plants  be  viewed?  North  American 
Philips  Corp.  (NAP)  brings  the  issue  into  focus.  This 
Dutch-owned  subsidiary  has  been  more  doggedly  patri- 
otic than  any  U.  S.-bred  maker  of  TV  sets.  In  the  1970s, 
when  Japan  was  dumping  TVs  in  the  U.  S.  to  buy 
market  share,  the  U.  S.  industry  reacted  by  exporting 
production.  Even  Zenith  Electronics  Corp.,  now  the 
last  big  U.  S. -owned  holdout,  makes  most  of  its  sets  in 
Mexico.  But  NAP  hunkered  down.  Its  mandate  from 
parent  Philips,  says  NAP  President  Einar  Kloster,  is  to 
"integrate  the  company  into  the  local  economy,  rein- 
vest profits,  and  stick  it  out  through  good  and 
bad" — even  though  the  bad  times  of  the  '70s  "cost  us  a 
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bundle."  Today,  nap  domestically  makes  90%  or 
more  of  what  it  sells  in  the  U.  S.,  supports  a  major  R&D 
lab  just  north  of  New  York  City,  and  even  exports  TVs 
to  the  Far  East. 

All  of  which  prompts  Reich  to  wonder,  in  a  recent 
issue  of  the  Harvard  Business  Review :  "Who  is  us?" 
The  answer  is  of  more  than  academic  interest.  Some 
members  of  Congress,  alarmed  by  the  influx  of  for- 
eign capital,  want  to  discourage  this  "takeover"  of 
U.  S.  industry.  Last  year,  the  House  Ways  &  Means 
Committee  voted  to  limit  the  R&D  tax  credits  available 
to  foreign  subsidiaries.  And  companies  such  as  nap  are 
precluded  from  joining  federally  backed  consortiums 
such  as  Sematech. 

Some  economists  and  executives  counter  that  this  is 
a  mistake — that  the  U.  S.  should 
encourage  foreign  investment  to 
sustain  industrial  growth.  Her- 
bert I.  Fusfeld,  director  of  the 
Center  for  Science  &  Technology 
Policy  at  Rensselaer  Polytechnic 
Institute  (RPI),  points  out  that 
for  decades  after  World  War  H, 
Europe  was  similarly  worried 
about  a  U.  S.  takeover:  le  defi 
Americain.  Yet  Europe's  new- 
found strength  is  partly  a  result 
of  U.  S.  investment  and  technol- 
ogy transfer.  In  West  Germany, 
foreign-owned  companies  hold 
17%  of  manufacturing  assets, 
employ  13%  of  factory  workers, 
and  account  for  18%  of  sales — 
all  roughly  double  the  American 
figures. 

Japan  is  the  anomaly  that 
sparks  concern,  even  more  in  Europe  than  in  the  U.  S. 
"The  fact  is  that  some  countries  are  out  to  achieve 
world  dominance,"  says  Jan  Timmer,  the  incoming 
president  of  Philips.  "And  some  countries  are  letting 
them  do  that — such  as  the  U.  S.  and  the  U.  K." 

Although  growing,  foreign  influence  in  Japan  is  still 
extraordinarily  low:  barely  1%-  of  assets,  employment, 
and  sales.  And  Tokyo's  policies  seem  designed  to 
thwart  reciprocity.  Among  Washington  insiders,  it  is 
generally  accepted  that  Japanese-paid  lobbyists  pres- 
sured the  Treasury  Dept.  into  resisting  calls  for  strict- 
er rules  for  reporting  foreign  investments  in  America. 
Meanwhile,  Japan's  Foreign  Exchange  &  Foreign 
Trade  Control  Law  may  be  the  world's  toughest.  Even 
an  established  company,  such  as  IBM  Japan  Ltd.,  can't 
build  a  new  plant,  let  alone  acquire  a  Japanese-owned 
factory,  without  reporting  to  the  Finance  Ministry. 

But  nap's  Koster  argues  that  it  would  be  a  mistake 
to  overreact  and  retaliate  against  foreign  investment 
per  se.  The  criterion  for  participating  in  government- 
backed  R&D,  he  says,  should  be  "good  citizenship  in  the 
host  country." 

Unlike  other  governments,  Washington  seems  un- 
able to  come  to  grips  with  such  issues.  While  it  tries, 
its  usual  knee-jerk  remedy  for  foreign  challenges — 


AST  YEAR, 
FOREIGN-OWNED  PLANTS 
IN  THE  U.S.  CREATED 
MORE  JOBS  THAN  DID 
DOMESTIC  FACTORIES 


pumping  more  bucks  into  basic  science — could  be 
on  the  wrong  track.  According  to  a  senior  official, 
the  Administration's  strategy  for  boosting  competi- 
tiveness is  to  "invest  heavily  in  basic  research  and 
activities  that  have  competitive  and  technological  spin- 
offs, such  as  the  space  program  and  projects  like  the 
SSC,"  or  superconducting  supercollider. 

But  the  idea  that  fundamental  science  generates 
technology  is  "grossly  erroneous,"  says  Rustum  Roy, 
director  of  the  Science,  Technology  &  Society  Program 
at  Pennsylvania  State  University.  Usually,  technology 
pushes  science.  Finding  new  subatomic  particles  with 
the  SSC  may  never  be  technologically  beneficial.  Just 
building  the  collider  could  be — but  that's  a  very  ineffi- 
cient way  to  invest  in  competitiveness.  So,  asserts  Fus- 
feld of  RPI,  spending  billions  on  Big  Science  projects 
will  do  little  to  improve  U.  S.  technology.  "People  are 
not  looking  at  this  rationally," 
he  declares. 

Officially,  the  Administration 
does  support  incentives  for  "ge- 
neric technologies,"  ones  that 
don't  involve  subsidies  to  specif- 
ic industries.  To  Washington  in- 
siders, however,  that's  a  joke. 
"The  favorite  game  in  town," 
quips  Daniel  F.  Burton,  execu- 
tive vice-president  of  the  Council 
on  Competitiveness,  "is  'Name 
That  Generic  Technology'  " — 
anything  that  would  pass  mus- 
ter at  the  White  House,  where 
any  notion  of  industrial  policy  is 
quickly  dismissed. 

The  hardest  task  of  all  may 
be  squaring  the  White  House 
approach  with  an  increasing 
body  of  research  that  flies  in 
the  face  of  free-market  assumptions.  These  new  theo- 
ries hold  that  high-tech  industries  don't  behave  the 
way  basic  industries  do  in  a  free-enterprise  system. 
Charles  E.  Sporck,  president  of  National  Semiconduc- 
tor Corp.,  has  long  asserted  this.  And  policies  in  Eu- 
rope and  Japan  are  based  on  the  assumption  that  high 
tech  is  somehow  unique. 

Now,  U.  S.  economists  at  top  universities  are  coming 
to  the  same  conclusion.  W.  Brian  Arthur,  a  professor 
at  Stanford  University,  is  working  with  colleagues  at 
Stanford  and  New  Mexico's  Santa  Fe  Institute  to  re- 
fine one  new  theory  of  high-tech  economics.  It  scuttles 
the  idea  that  a  free  market  is  always  the  best  mecha- 
nism. "On  the  contrary,"  says  Arthur,  "carefully  timed 
government  interventions  . .  .  are  likely  to  be  crucial" 
in  maintaining  any  country's  competitiveness. 

The  reason,  in  economics  jargon,  is  the  concept  of 
"increasing  returns" — the  opposite  of  the  traditional 
assumption  that  beyond  a  certain  point,  extra  invest- 
ment brings  diminishing  returns.  The  argument  goes 
like  this:  Although  high-tech  products  such  as  semicon- 
ductors and  computers  require  large  investments,  per- 
unit  production  costs  fall  with  rising  output.  This,  in 
turn,  stimulates  demand,  which  leads  to  still  lower 
prices  and  triggers  more  demand — a  cycle  that  can  go 
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3n  more  or  less  indefinitely.  As  Harvard's  Reich  puts 
t,  knowledge-based  technologies  "are  not  like  com- 
nodities,  for  which  world  demand  is  finite."  In  this 
state  of  affairs,  as  Japan  has  often  proved,  the  blue 
'ibbon  may  go  not  to  the  best  product  or  technology, 
3ut  to  the  company  that  gets  a  head  start — or  to  the 
)ne  that  has  the  deepest  pockets. 

Stanford's  Arthur  is  hardly  the  first  to  probe  this 
phenomenon.  John  R.  Hicks,  Oxford  University's  No- 
sel  laureate,  looked  at  increasing  returns  in  the  1930s, 
IS  did  Harvard's  Joseph  A.  Schumpeter  two  decades 
ater.  But  both  had  to  ignore  the  concept,  since  its 
effects  could  only  be  analyzed  with  very  complex  equa- 


The  latest  voice  in  this  chorus  is  Michael  E.  Porter,  a 
Harvard  professor  of  management.  After  a  four-year 
study  of  innovation  in  the  10  leading  industrial  coun- 
tries, he  concluded  that  stimulating  generic  technology 
rarely  improves  competitiveness.  "The  factors  that 
translate  into  competitive  advantage,"  he  writes  in  a 
recent  issue  of  the  Harvard  Business  Review,  "are 
advanced,  specialized,  and  tied  to  specific  industries  or 
industry  groups." 

Will  this  theorizing  make  a  difference  in  Washing- 
ton? Probably  not.  The  reason,  notes  John  Zysman,  co- 
director  of  the  Berkeley  Roundtable  on  the  Interna- 
tional Economy,  is  that  the  issues  are  convoluted  and 
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:ions,  and  these  were  almost  impossible  to  solve  before 
:he  advent  of  supercomputers.  Now,  Arthur  contends 
:hat  economic  thought  can  no  longer  afford  to  disre- 
gard increasing  returns. 

John  R.  Norsworthy,  professor  of  management  poli- 
cy at  RPI,  finds  another  fault  with  conventional  eco- 
nomics: It  doesn't  account  for  the  cross-industry  and 
:ross-company  benefits  of  new  technology.  By  quanti- 
fying these,  Norsworthy  expects  to  show  how  govern- 
nent  policies  that  subsidize  R&D  could  produce  hand- 
some returns.  Similarly,  companies  might  benefit  by 
iollaborating  on  R&D  with  their  upstream  suppliers. 
A.nd  large  U.  S.  corporations  would  realize  that  they 
:an  undermine  their  own  competitiveness  by  carving 
themselves  into  separate  profit  centers,  since  this 
?ives  no  credit  to  high-cost  business  units  that  perfect 
technology  that  benefits  other  parts  of  the  company, 
lapanese  and  European  companies,  in  contrast,  regu- 
larly subsidize  operations  that  generate  new  knowhow. 


diffuse.  Mobilizing  bipartisan  support  in  Congress  is 
easiest  with  black-or-white  choices.  But  there  are  no 
simple  answers  to  keeping  U.  S.  competitiveness  on 
track.  It  will  require  patience  and  long-term  resolve. 
"And,"  says  Zysman,  "nothing  convinces  me  that  peo- 
ple are  really  prepared  to  cope  with  that." 

Still,  it's  too  soon  to  write  off  America,  says  Hiroshi 
Kashiwagi,  director  general  of  MiTl's  ETL.  Japan  has 
gained  ground  mainly  because  the  U.  S.  "has  allowed 
its  stock  of  technology  to  disintegrate."  Partly,  that 
happened  when  companies  responded  to  short-term 
pressures  from  Wall  Street  and  restructured — elimi- 
nating technology-intensive  units  that  couldn't  show  a 
high  return.  But,  he  adds,  if  that  is  reversed  and 
"high-tech  giants  like  Hughes,  Rockwell,  and  TRW  start 
to  re-integrate  America's  store  of  technology,  then  we 
would  not  be  able  to  compete  with  them."  The  question 
is,  will  the  U.  S.  act  in  time? 

By  Otis  Port 
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1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  America.  That  cable  was  manufactured  by  Siemens.  It  could  carry  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 
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1990.  This  is  now. 


M  t 


The  digital  telephone  switch  Siemens  manufactures  today  can  handle  up  to  1,000,000 
calls  in  a  single  hour.  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10,000  Siemens  employees  who  work  at  50  U.S.  manufac- 
turing sites.  And  they're  only  part  of  the  35,000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003T,  Trenton,  New  Jersey  08650 
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THE  LAB  BENCH  WHERE  SCIENTISTS  AND  ENGINEERS  GENERATE 
Qorrow's  innovations — from  dazzling  new  techniques  for  making 
copies  of  DNA  to  the  wonders  of  digital  HDTV — America  is  still 
the  envy  of  the  world.  Its  investment  in  basic  research  far 

exceeds  that  of  any  other  nation.  Yet 
in  the  marketplace,  the  U.  S.  is  be- 
ing tested  as  never  before. 

Wave  after  wave 
of  imported  memory 
chips,  cars,  and  consumer  elec- 
tronics has  battered  U.  S.  industry. 
Wrenching  political  changes  around  the 
world  are  bringing  new  opportunities  and  fresh  risks.  And 
while  the  wrangle  over  policy  continues  in  Washington,  the 
competition  in  global  markets  is  growing  fiercer  by  the  day. 


i  PLENTY  OF  OPPORTUNITIES  — IF  THE  U.S.  CAN  GRAB  THEM 


BUSINESS     WEEK      I      INNOVATION  1990 


^UNITED  STATES 


The  Myth  That 
America  Can't  Compete 


A  CRISIS  OF  CONFIDENCE  CONCEALS  ITS  TRUE  STRENGTHS 
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ot  so  long  ago,  when  American  industry 
jH^T  bothered  to  gaze  beyond  its  borders,  it  saw 
a  world  thirsting  for  its  innovation.  Oil  rigs 
m^m     for  the  Middle  East,  machine  tools  for  Ja- 

■  pan,  steel  for  Europe — they  all  flowed  out 

■  America's  smoke-belching  factories.  The  country's 
;rength  reflected  nothing  less  than  an  industrial  Man- 
est  Destiny,  the  inalienable  legacy  of  Thomas  Edison, 
enry  Ford,  and  other  Yankee  inventors.  After  all, 
dn't  America  develop  the  computer,  tame  the  atom, 
cplore  the  moon? 

How  swiftly  it  all  changed.  Try  to  find  an  American 
dustry  these  days  that  isn't  losing  market  share  to 
)reign  competitors.  America's  sense  of  its  technologi- 
il  supremacy  was  rocked  by 
le  event  after  another  in  the 
)80s — from  the  Challenger 
agedy  to  wave  after  wave  of 
iported  VCRs,  cars,  and  mem- 
•y  chips.  And  with  U.  S.  in- 
jstments  in  new  plants  and 
juipment  rum  ing  $60  billion 
year  behind  Japan,  and  Eu- 
)pe  gaining  strength,  the 
)90s  may  be  even  bleaker. 
Dur  willingness  to  take  risks, 
ir  technological  leadership, 
id  our  ability  to  compete  un- 
ir  current  world  economic 
)nditions  are  all  being  called 
to  question,"  says  A.  Thom- 
i  Young,  president  of  Martin 
Marietta  Corp. 

As  its  reputation  for  unpar- 
leled  ingenuity  takes  a  beat- 
g,  many  people  wonder  if 
le  United  States  is  even  seri- 
as  about  putting  up  a  good 
ght.  "Americans  today  make 
lOney  by  shuffling  money 
round  instead  of  creating 
id  producing  goods,"  scoffs 
ony  Corp.  Chairman  Akio 
[orita  in  a  controversial  book 
3  co-authored.  The  Japan 
hat  Can  Say  No.  In  Wash- 
igton,  too,  there  is  a  sense 
lat  the  U.  S.  has  lost  its  edge 

I  high  tech — but  only  confu-   

on  and  conflict  over  what  to  do  about  it.  Unless  the 
.  S.  finds  its  way  out  of  this  morass,  warns  Represen- 
itive  Mel  Levine  (D-Calif.),  "we  may  replace  the  mili- 
iry  cold  war  with  an  economic  cold  peace." 
The  crisis  of  confidence  in  U.  S.  technological  might 
Duldn't  come  at  a  worse  time.  The  wrenching  political 
langes  sweeping  the  globe  mean  new  opportunities — 
nd  competition  for  world  markets  that  grows  fiercer 
very  day.  Crumbling  political  barriers,  instant  com- 
lunications,  and  highly  mobile  capital  are  leading  to  a 
dense,  international  web  of  joint 
ibble  telescope:  Is  Big  ventures  and  technology  ex- 
ience  overshadowing  changes,  even  among  intensely 
isic  research!  competitive  rivals.  All  of  that 


eats  away  at  the  U.  S.  edge  in  science  and  technology. 
"The  dramatic  globalization  of  technology  is  perhaps 
the  single  most  dominant  industrial  development  over 
the  past  10  years,"  says  Thomas  J.  Murrin,  Deputy 
Commerce  Secretary. 

So  what  went  wrong  in  the  land  that  invented  elec- 
tric motors,  integrated  circuits,  VCRs,  and  Stealth 
fighters?  That  depends  on  whom  you  ask.  Pick  your 
villain:  The  high  cost  of  capital.  Unfair  trade  practices. 
Incompetent  management.  Scarcely  a  week  passes 
without  members  of  Congress  railing  against  the  Bush 
Administration's  failure  to  take  action,  or  industry 
leaders  clamoring  for  federal  help.  But  the  Democrats 
have  not  been  able  to  come  up  with  a  comprehensive 
solution  either.  And  among 
the  swarm  of  lobbyists  for 
high-tech  interests  on  Capitol 
Hill,  it's  hard  to  find  two 
who  agree  on  what  should  be 
done. 

Why  the  confusion?  In  part, 
it's  because  American  ideas  of 
invention  and  innovation  are 
bound  up  in  powerful  myths. 
The  U.  S.  was  never  as  far  be- 
hind the  Russians  as  the  post- 
Sputnik  frenzy  of  the  1950s 
suggested.  Nor  was  it  as  ad- 
vanced as  it  seemed  when  Neil 
Armstrong  walked  on  the 
moon.  Now,  as  the  U.  S.  faces 
challenges  from  around  the 
world,  it  still  imagines  Henry 
Ford  as  John  Wayne,  or  Steve 
Jobs  as  the  Lone  Ranger, 
holding  back  the  forces  of 
darkness  with  true  grit  and 
solitary  ingenuity. 

The  truth  is  that  such  im- 
ages are  fable.  In  fact,  the 
U.  S.  government,  through 
enormous  sums  spent  on  de- 
fense technology,  agriculture, 
biomedical  research,  and  other 
fields  of  science,  laid  the  foun- 
dations for  many  of  today's 
most  productive  industries. 
The  supercomputer,  artificial 
intelligence,  and  commercial 
jetliners  are  but  a  few  of  the  products  that  owe  their 
existence  to  taxpayer  money  invested  in  research  and 
development.  "The  idea  that  the  government  hasn't 
been  picking  winners  and  losers  for  years  is  one  myth 
that  should  be  laid  aside,"  said  Senator  John  D.  Rocke- 
feller IV  (D-W.  Va.)  at  a  recent  Senate  hearing. 

Here  is  how  that  and  other  misconceptions  cloud  the 
common  vision  of  U.  S.  science  and  technology: 

MYTH  I :  The  U.  S.  is  losing  its  capacity  for  innovation  —  and 
its  ability  to  compete. 

It's  true  that  "smart"  cameras,  better  machine  tools, 
a  veritable  flood  of  computer  chips,  and  many  other 
products  are  pouring  out  of  Japan  and  Europe.  But 
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HOW  THE  U.S.  STACKS  UP  IN  A  DOZEN 
EMERGING  TECHNOLOGIES... 
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don't  write  off  the  U.  S.  innovation  machine  yet. 
America  boasts  the  highest  manufacturing  productivi- 
ty in  the  world,  and  it  is  still  the  world's  biggest 
exporter.  "It's  hard  to  say  we're  in  trouble  when  un- 
employment is  5.5'/' ,  when  manufacturing  has  been 
holding  steady  at  about  227c  of  GNP,  when  manufactur- 
ing exports  are  increasing,"  says  Robert  M.  White, 
president  of  the  National  Academy  of  Engineering. 

At  the  lab  bench, 
the  U.  S.  has  plenty 
of  muscle.  From  daz- 
zling new  techniques 
for  making  millions 
of  copies  of  a  dn'.a 
strand  or  for  design- 
ing a  plastic  fender, 
to  high-speed  chips 
and  computers,  the 
wizardry  coming  out 
of  university,  indus- 
try, and  government 
labs  is  still  the  envy 
of  the  world.  U.  S. 
physicists  have  dra- 
matically improved 
the  performance  of 
high-temperature  su- 
perconductors, for 
example.  University 
scientists  have  identi- 
fied a  number  of  key 
genes,  including  the 
piece  of  faulty  DX.A 
that  causes  cystic  fi- 
brosis. At  MIT  and 
other  centers,  re- 
searchers are  push- 
ing ahead  in  digital 
HDTV.  And  in  the 
semiconductor  indus- 
try, IBM  brought  out 
the  world's  first  4 
megabit  memory 
chip.  "Of  course  the 
U.  S.  can  compete," 
says  Brookings  Insti- 
tution economist  Ken- 
neth S.  Flamm.  "We 
have  the  skills;  we 
have  the  technology." 

In  fact,  the  U.S. 
boasts  the  greatest 

machine  for  innovation  that  has  ever  existed.  America 
"has  the  largest  pool  of  trained  scientists  and  engineers, 
some  4.5  million,  in  the  free  world,"  says  D.  Bruce 
Merrifield,  a  professor  at  the  Wharton  School  and  a 
i  >rmer  Commerce  Dept.  Assistant  Secretary  for  innova- 
tiv.'i.  "Our  investment  in  basic  research — $15  billion  a 
year — is  far  greater  than  that  of  any  other  nation," 
Merrii  ield  points  out.  "Add  the  U.  S.'s  15  million  compa- 
nies, which  are  involved  in  every  known  discipline,  and 


it's  clear  that  we  have  incomparable  advantages." 
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MYTH  2 :  Until  recently,  U.  S.  companies  have  gained 
competitive  advantage  by  being  bold  innovators. 

Much  of  today's  hand-wringing  over  the  loss  of 
world  market  share  centers  on  why  U.  S.  industry 
seems  to  have  lost  its  edge.  But  America's  Golden 
Age,  the  1950s  and  '60s,  was  an  anomaly — a  time  when 
most  of  the  world's  industrial  powers  were  rebuilding 
from  the  devastation  of  World  War  II.  As  they  recov- 
ered, it  was  all  but  in- 
evitable that  the  U.  S. 
would    lose  world 
market     share  in 
many     industries — 
just  as  the  gap  in 
PhDs  is  bound  to  nar- 
row. Moreover,  U.  S. 
companies  haven't 
really  gotten  worse; 
most  corporations 
were  never  outstand- 
ing innovators. 

There  are  major  ex- 
ceptions. One  is  Mo- 
torola Inc.,  which 
manages  to  beat  the 
Japanese  in  intensely 
competitive  electron- 
ics markets.  Another 
is  Hewlett-Packard 
Co.,  which  is  staying 
a  step  ahead  in  scien- 
tific instruments  and 
laser  printers.  But 
such  companies  may 
be  rare.  The  central 
credo  of  U.  S.  indus- 
try has  usually  been 
to  produce  more  at 
lower  cost.  "Even  as 
far  back  as  the  turn 
of  the  century,  our 
success  was  based  on 
exploitation  of  mass 
production,"  says 
Christopher  T.  Hill, 
director  of  the  Na- 
tional Academy  of 
Engineering's  Manu- 
facturing Forum. 
Continually  improv- 
ing the  product  was 
a  strategy  of  last 
resort — that  is,  until  the  competition  forced  it  on  the 
U.  S. — since  upgrading  raised  costs  and  cut  into 
profits. 

One  of  the  last  great  U.  S.  innovations  in  the  auto 
industry,  for  example,  was  the  automatic  transmission, 
introduced  in  1939.  After  that,  U.  S.  companies  resisted 
such  advances  as  radial  tires,  disk  brakes,  and  fuel 
injection — all  first  put  into  production  cars  in  Europe. 
With  the  industry  ruled  by  an  oligopoly,  says  Brook- 
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ings  economist  Robert  Z.  Lawrence,  an  auto  industry 
expert,  "there  was  no  money  in  innovation." 

Even  when  they  spend  big  money  on  R&D,  U.  S. 
companies  have  a  poor  record  for  spotting  and  adopt- 
ing new  advances.  That's  what  Rebecca  M.  Henderson 
of  Massachusetts  Institute  of  Technology  discovered 
when  she  studied  the  semiconductor  equipment  busi- 
ness. "In  nearly  every  case,  the  established  firm  in- 
vested heavily  in  the  next  generation  of  equipment, 
only  to  meet  with  very  little  success,"  says  Henderson. 
Each  company  was  so  used  to  its  own  designs  and 
technology  that  it  was  blind  to  the  subtle  but  impor- 
tant leaps  needed  for  the  next  generation  of  products. 

MYTH  3 :  The  U.  S.  labor  force  is  a  liability. 

When  inexpensive  products  first  hit  U.  S.  shores, 
industry  leaders  complained  that  foreign  competitors 
had  an  unfair  advantage — cheap  labor.  Now,  U.  S. 


the  low  end  of  that  range,  as  the  cost  of  money  rises 
in  Japan.  "A  lot  of  facts  out  there  don't  square  with 
the  idea  of  a  much  higher  cost  of  capital  in  the  U.  S.," 
argues  Brookings'  Lawrence.  Japanese  companies 
float  at  least  half  their  bonds  in  international  mar- 
kets, a  Brookings  study  shows.  "Why  would  they  do 
that  if  they  can  borrow  at  lower  rates  in  Japan?"  he 
asks. 

And  it's  not  as  if  money  is  scarce  in  the  U.  S.  The 
problem  is  that  it's  not  being  used  for  investments 
that  build  a  stronger  future.  In  the  late  1980s,  Ford 
Motor  Co.  had  $9.7  billion  in  spare  cash.  Even  with 
such  resources,  however,  the  company — one  of  the 
brightest  U.  S.  success  stories  of  the  decade — has  yet 
to  design,  build,  and  sell  in  the  U.  S.  what  has  become 
the  world's  standard  high-performance  car  engine:  one 
with  four  valves  per  cylinder,  instead  of  two. 

In  high  tech,  the  real  problem  is  that  too  many 


W  THE  FEDERAL  GOVERNMENT 
SPENDS  ITS  R&D  MONEY  ^ 


Flight  simulalor:  Military  wages  in  some  cases  are  actual- 
J&D  paid  rich  dividends  ly  lower.  Another  complaint: 
n  commercial  aviation  The  U.  S.  work  force  was  too 
uneducated  and  poorly  trained 
to  compete.  This  may  yet  prove  true  if  the  school 
system  keeps  declining.  But  for  now,  American  work- 
ers still  seem  up  to  the  job — which  is  one  reason  why 
manufacturing  productivity  in  the  U.  S.  is  so  high. 

And  where  management  treats  people  on  the  line  as 
valued  members  of  the  company,  the  workers  re- 
spond, notes  Sheridan  Tatsuno,  president  of  NeoCon- 
cepts  Inc.,  a  Fremont  (Calif.)  high-tech  consultant. 
Take  the  Toyota-GM  joint  venture  in  Fremont,  called 
NUMMI.  "They  are  hard-working  and  proud,"  he  says. 
"They  have  that  can-do  attitude  Americans  used  to 
have." 

MYTH  4 :  The  high  cost  of  capital  is  the  real  reason  why  the 
U.  S.  can't  compete. 

The  reality  is  more  complex.  A  report  by  the  Con- 
gressional Office  of  Technology  Assessment  put  capi- 
tal costs  in  the  U.  S.  1  to  13  percentage  points  higher 
than  in  Japan.  Yet  many  economists  now  lean  toward 
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companies  aren't  calculating  the  cost  of  not  investing 
for  the  long  term.  Some  economists  now  argue  that 
high-tech  industries  require  different  yardsticks  to 
evaluate  investment.  The  company  that  gets  to  market 
first  will  probably  go  on  to  dominate  it.  Those  that 
don't  invest  early  may  quickly  be  out  of  the  business 
altogether.  But  in  the  U.  S.,  the  benefits  of  early  capi- 
tal investment  are  typically  underestimated.  That's  a 
primary  reason  why  U.  S.  companies  are  underinvest- 
ing  compared  with  their  Japanese  rivals. 

MYTH  5:  The  lack  of  an  industrial  policy  hampers  America's 
ability  to  compete. 

No  bogeyman  raises  more  fear  on  the  banks  of  the 
Potomac  than  the  dreaded  phrase:  Industrial  Policy. 
Budget  Director  Richard  G.  Darman  and  fellow  free- 
marketers  in  the  White  House  flee  from  any  program 
that  might  be  construed  as  having  the  government 
pick  winners  and  losers. 

But  while  there's  no  Technology  Dept.  to  guide  the 
nation's  industrial  machine,  it's  a  mistake  to  attribute 
U.  S.  might  to  the  free-marketers'  cherished  "invisible 
hand."  Federal  land  giveaways  launched  the  rail- 

N  NOVATION  1990 


47 


UNITED  STATES 


roads — and  the  steel  industry,  too.  Billions  of  dol 
lars  go  to  agricultural  research,  extension  agents,  and 
farm  subsidies — one  reason  U.  S.  agricultural  produc- 
tivity is  probably  the  world's  highest. 

The  biotech  industry,  a  major  U.  S.  strength,  owes 
its  existence  to  research  in  gene-splicing  and  biology 
funded  by  the  National  Institutes  of  Health.  Support 
from  the  Pentagon's  Defense  Advanced  Research  Proj- 
ects Agency  (DARPA)  launched  everything  from  com- 
puters and  artificial  intelligence  to  small  communica- 
tions satellites,  while  national  laboratories  and 
intelligence  agencies  provide  markets  for  such  innova- 
tions as  supercomputers.  And  the  aerospace  industry, 
one  of  the  few  U.  S.  sectors  with  an  expanding  trade 
surplus,  is  a  direct  outgrowth  of  military  hardware 
and  NASA-funded  research.  "The  only  places  we  are 
successful  is  where  government,  universities,  and  in- 


MIT's  HDTV  lab:  Can  industry  translate  breakthrougli  research  into  products 

dustry  are  in  bed  with  each  other  and  have  been  for 
decades,"  argues  Don  E.  Kash,  a  political  scientist  at 
the  University  of  Oklahoma  and  author  of  Perpetual 
Innovation,  a  study  of  how  innovation  occurs. 

What  the  truth  behind  these  myths  reveals  is  that 
the  U.  S.  is  often  its  own  worst  enemy  when  it  comes 
to  global  competition.  In  particular,  although  America 
is  the  source  of  many  brilliant  ideas— the  big  break- 
throughs that  win  Nobel  prizes — it  gets  whipped  when 
it  comes  to  practical  innovation,  to  translating  inven- 
tions into  products.  The  trouble  is  that  companies  are 
not  taking  full  advantage  of  one  of  America's  greatest 
strengths:  the  scientists  and  engineers  who  are  work- 
ing on  leading-edge  technologies.  "If  current  trends 
continue,"  reports  a  new  Commerce  Dept.  study,  "be- 
fore the  year  2000,  the  U.  S.  will  lag  behind  Japan  in 
most  emerging  technologies  and  will  trail  the  EC  in 
several  of  them." 

The  f:i!!ure  of  U.  S.  industry  to  pick  up  on  new  ideas 
frustrate;:  many  of  those  on  the  front  lines.  University 
scientists  n.'fyort  that  often  the  only  companies  inter- 
ested in  theif  work  are  Japanese  or  European.  And 
company  researchers  complain  that  management  is 
less  and  less  willing  to  risk  money  on  new  ideas. 


A  shift  in  the  government's  R&D  role  hasn't 
helped.  Many  scientists  worry  that  too  much  mon- 
ey is  going  to  Big  Science  projects  such  as  the 
superconducting  supercollider,  an  $8  billion  particle  ac- 
celerator, instead  of  to  emerging  technologies  and 
smaller  research  projects.  The  Hubble  telescope  should 
be  a  boon  to  astronomers.  But  now,  NASA  plans  to 
devote  an  ever-greater  share  of  its  funding  to  the 
Space  Station,  which  could  cost  more  than  $30  billion. 
Overall,  federally  funded  R&D  grew  from  $35  billion  in 
1980  to  $48  billion  in  1989  (chart,  page  47).  But  most  of 
that  increase  went  for  enormously  expensive  weapons 
systems,  not  broader  research.  As  a  result,  commercial 
spin-offs  from  military  R&D  have  dwindled.  And  con- 
sumer products,  especially  in  electronics,  are  evolving 
so  fast  that  components  have  leapt  ahead  of  what  the 
military  can  produce. 

Changes  in  the  federal  R&D  Establishment  may  help 
take  up  the  slack.  Half  of  all  scientists  and  engineers 
in  the  U.  S.  work  directly  or  indirectly 
for  the  government.  And  with  the  end 
of  the  cold  war,  as  cutbacks  loom, 
some  research  priorities  will  shift. 
"This  nation  has  yet  to  exploit  the 
strengths  of  the  [national  weapons] 
laboratories  in  contributing  to  industri- 
al competitiveness,"  says  Siegfried  S. 
Hecker,  director  of  Los  Alamos  Na- 
tional Laboratoi-y.  "The  labs  offer  an 
incredibly  broad  science  and  technol- 
ogy base,  excellent  people,  and  world- 
class  research." 

Managing  such  a  transition  won't  be 
a  Cakewalk.  Boosting  U.  S.  competi- 
tiveness isn't  just  a  matter  of  new  poli- 
cies— such  as  reducing  the  deficit  and 
increasing  savings,  pumping  up  invest- 
ment in  new  plants  and  equipment  and 
in  R&D,  fixing  the  primary  and  second- 
ary school  system,  and  acknowledging  a  federal  role 
in  supporting  new  technologies. 

The  onus  is  also  on  American  industry  to  respond 
to  profound  changes  in  the  global  market.  But  too 
many  U.  S.  companies  remain  myopic.  They  don't  in- 
corporate improvements  made  outside  their  own 
walls,  and,  unlike  their  Japanese  rivals,  are  not  ac- 
tively scouring  the  world  for  the  latest  advances. 
Moreover,  too  many  still  focus  primarily  on  custom- 
ers in  the  U.  S.  "We  have  developed  few  of  the  skills 
needed  to  understand  foreign  markets,"  says  Suzanne 
Berger,  a  professor  at  Mix's  Sloan  School  of  Manage- 
ment. "And  we  have  a  contempt  for  the  R&D  per- 
formed in  other  countries." 

Can  the  U.  S.  mend  its  ways?  Obviously,  yes.  Global 
competition  in  the  1990s  will  require  a  much  more 
aggressive  and  farsighted  approach.  "The  short-term 
prognosis  is  bad,"  says  consultant  Tatsuno.  "But 
Americans  are  crisis-oriented  and  incredibly  resil- 
ient." If  the  U.  S.  finally  realizes  that  it  faces  a  threat 
far  greater  than  Sputnik  ever  was,  then  Yankee  inge- 
nuity can  flower  again.  And  keep  America  the  world's 
technology  leader. 

By  John  Carey  in  Washingto7i 
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Can  Small  Companies 
Again  Find  Big  Bucks? 

INVESTORS  ARE  WILLING  — BUT  THEY'VE  GOTTEN  MUCH  PICKIER 


M^rom  the  glass-walled  conference  room  on  the 
35th  floor  of  Four  Embarcadero  Center,  ven- 
F  ture  capitalist  Brook  Byers  can  peer  out  over 
U  San  Francisco  Bay.  He  often  ignores  the  vista, 
however,  to  ponder  a  chart  taped  to  an  inner  wall.  On 
it,  Byers  has  plotted  the  evolution  of  about  20  technol- 
ogies, from  new  forms  of  massively  parallel  computing 
to  biotech's  latest  transgenic  mice  with  immune  sys- 
tems that  mimic  a  human's.  He 
tracks  specific  technical  mile- 
stones in  scientific  literature 
and  university  laboratories  and 
follows  research  progress  in 
general.  To  a  venture  capitalist, 
Byers  notes,  the  crucial  factor  is 
timing — knowing  when  a  tech- 
nology is  ready  to  move  out  of 
the  lab. 

The  freewheeling  days  of  the 
early  1980s,  when  Wall  Street 
was  infatuated  with  high  tech, 
are  gone.  Nonetheless,  as  incu- 
bators of  new  technology,  start- 
ups remain  the  engine  of 
growth.  Byers  and  others  say 
that  funding  is  still  plentiful  for 
the  right  startups  and  that  the 
outlook  for  companies  wanting 
to  go  public  is  brighter.  In  the 
past  12  months,  for  example, 
Kleiner  Perkins  Caufield  & 
Byers  has  provided  seed  money  for  16  technology 
startups — vs.  12  in  a  normal  year — and  taken  another 
five  public. 

From  the  company  perspective,  things  look  some- 
what bleaker.  Valuations  for  startups  are  down  per- 
haps W/'  from  a  few  years  back.  And  while  successful 
initial  public  offerings  by  such  companies  as  mips  Com- 
puter Systems  Inc.  have  spurred  activity  in  recent 
months,  even  the  best  issues  aren't  drawing  really  big 
money  (chart).  As  a  result,  many  entrepreneurs  have 
turned  to  joint  ventures,  marketing  agreements  with 
larger  companies,  or  even  deals  with  foreign  investors, 
including  the  Japanese  (page  86). 

This  leaner  climate  extends  even  to  venture  capital- 


ists themselves.  In  the  early  '80s,  many  rushed  head- 
long into  startup  deals.  Because  these  investors  often 
weren't  experienced  in  handling  the  problems  besieg- 
ing new  companies,  more  than  a  few  got  burned.  To- 
day, the  trend  is  toward  greater  specialization — both 
by  industry  and  by  the  stage  of  a  company's  growth. 
Some  firms  are  even  shrinking  their  funds.  Last  Sep- 
tember, for  example.  Sequoia  Capital,  of  Menlo  Park, 
Calif.,  raised  $65  million  for  an 
early-stage  fund,  against  $90 
million  when  the  previous  fund 
formed  in  1984.  It  wasn't  for 
lack  of  interest  that  Sequoia 
kept  the  amount  down,  but  to 
allow  more  discrimination  and 
time  in  handling  its  portfolio. 
"We  don't  want  to  feel  pres- 
sured," says  partner  Michael  J. 
Moritz. 

Most  venture  money  from 
high-tech  funds  is  still  flowing 
into  biotechnology,  software, 
and  computers  (chart).  But  with- 
in these  broad  categories,  priori- 
ties are  constantly  shifting.  At- 
tention in  biotechology  has 
moved  away  from  genetically 
engineered  drugs  such  as  hu- 
man insulin.  Instead,  one  hot 
new  field  is  transgenic  model- 
ing, an  exotic  idea  that  involves 
implanting  foreign  DNA  into  animals.  The  goal  is  to 
provide  both  a  more  accurate  drug-testing  model  and 
the  chance  to  use  animals  as  factories  to  produce  hu- 
man antibodies.  In  computer  software,  data  bases  and 
spreadsheets  are  out;  the  new  fad  is  multimedia  tech- 
nologies that  integrate  video,  sound,  and  text.  In  hard- 
ware, computer  clones  are  out,  while  new  man-machine 
interfaces — such  as  stylus-based  computers  that  con- 
vert handwriting  to  a  digital  format — are  in. 

The  market  seems  receptive  to  such  new  technol- 
ogies. MIPS,  a  pioneer  in  RISC  (reduced  instruction-set 
computing)  systems  and  the  biggest  high-tech  issue  of 
1989,  came  out  in  December  and  raised  $63  million. 
MIPS  was  followed  in  February  by  network  systems 
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;50.4  million),  and  in  April  by 
licrocomputer  maker  Ad- 
anced  Logic  Research  Inc. 
;39  million).  Among  other 
igh-tech  companies  preparing 
)  go  public  are  Xilinx  Inc., 
hich  produces  specialty  semi- 
)nductors,  and  data  base  man- 
gement  software  developer 
ybase  Inc. 

The  companies  preparing  for 
16  IPO  market  today  face  the 
ime  rugged  test  as  startups 
lat  are  looking  for  funding:  If 
le  quality  is  there,  so  is  the 
loney.  "The  best  companies 
!ally  have  no  problem  at  this 
aint  in  attracting  public  mon- 
f  and  doing  that  at  attractive 
iluations,"  .says  Brian  S. 
ean,  a  principal  with  San 
rancisco  investment  banker 
obertson,  Stephens  &  Co. 
But  now  it  might  be  harder 
lan  ever  for  companies  to  con- 
nce  the  investment  communi- 
'  that  the  quality  is  there. 
People  have  been  burned 
lough  times  that  there  is  a 
aod  amount  of  due  diligence 
I  detect  quality  firms,"  says 
IPS  Chief  Financial  Officer 
avid  G.  Ludvigson. 
That  suits  insiders  just  fine, 
[t's  preferable  to  the  kind  of 
'enzied  market  of  1983,"  says 
indy  Daignault,  managing  di- 
jctor  of  Baltimore's  Alex, 
rown  &  Sons  Inc.  One  reason 
that  those  holding  stakes  in 
Tierging  companies  must  con- 
md  with  Securities  &  Ex- 
lange  Commission  rule  144, 
hich  limits  the  amount  of  a 
;ock  they  can  sell  at  one  time, 
esides  helping  buyers,  a  more 
iscriminating  market  de- 
ceases the  risk  that  the  stock 
ill  plummet  before  entrepre- 
eurs  can  gradually  sell  off 
leir  shares. 

Venture  capitalists  tend  to 
?ree  with  that  view,  though 
ley  are  a  bit  more  reserved, 
[f  you  Hsten  to  the  investment 
ankers,  the  ducks  are  quack- 
ig  now,"  says  Sequoia's  Mo- 
tz,  referring  to  investors  who  are  hoping  fervently 
)r  a  new  high-flying  IPO  like  Genentech  Inc.  "When 
le  ducks  are  quacking,  feed  them."  His  and  other 
enture  firms  are  resisting  this  push  and  focusing  on 
hether  a  company  is  ready,  not  on  what  the  market 


This  table  ranks  the  25  fastest-growing  startups  in  the  CorpTech  data  base  of  30,000  high-technology  companies.  It 
includes  private  firms  that  were  formed  during  the  1 980s,  have  more  than  1 00  employees,  and  receive  at  least  75% 
of  their  revenues  from  high-technology  products.  The  companies  are  ranked  according  to  their  percentage  employ- 
ment growth  in  the  past  year.  The  data  are  provided  by  Corporate  Technology  Information  Services  Inc..  in  Wo- 
burn.  Mass.,  and  published  in  that  company's  1990  Corporate  Technology  Directory  and  Database. 
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PRINCIPK 
PBODUCIS 

StLES  m 
MILLIONS 

EMPLOY- 
MENT 

VEAt 
FOUNDED 

INNUAl 
lOB  GtlN 

VEtR'S 
JOB  GAIN 

1 

iPPfX 

V\/altham.  Mass. 

Systems  and  services  for  the 
cellular  communications  industry 

$13 

170 

1986 

34 

325% 

2 

PRAIRIEUK 

Hard  disk  drives  for 
portable  computers 

3 

150 

1986 

30 

150 

3 

SYBASE 

Emeryviite,  Calif. 

Relational  data  base 
sottware 

57 

750 

1984 

107 

127 

4 

COMPUiDD 

Austin  Tex. 

IBM-compatible  personal 
computers  and  accessories 

400 

1300 

1982 

144 

100 

5 

iSrSI  lECHNOLOGIES 

Milpitas.  Calif. 

Clean  environment 
manufacturing  equipment 

10 

100 

1984 

14 

100 

6 

BACHMAN  INFORMAIION  SYSTEMS 

Burlington,  Mass. 

CASE  Software 

7 

145 

1983 

18 

93 

7 

FARALION  COMPUTING 

Emeryville,  Catif. 

Networking  products 
and  software 

35 

190 

1986 

38 

90 

8 

AION 

Palo  Alto.  Calif. 

Expert  systems  software 

15 

185 

1984 

26 

85 

9 

EARLV  CLOUD 

Newport,  R.  1. 

Telemarketing  sottware 

10 

1  10 

1981 

11 

83 

lO 

RADIUS 

San  jose,  Calif. 

Graphics  displays  and  engines 
for  microcomputers 

82 

300 

1986 

60 

77 

S-MOS  SYSTEMS 

San  Jose,  Calif. 

Computer  chips 

19 

210 

1983 

26 

75 

12 

COMPUTATIONAL  SYSTEMS 

Knoxville,  Tenn. 

Industrial  data 
collection  systems 

14 

140 

1984 

20 

75 

13 

UNIFY 

Sacramento 

Development  tools  tor  UNIX 

40 

253 

1980 

23 

68 

14 

INTERNATIONAL  IMAGING  MATERIALS 

Amherst.  N.  Y. 

Imaging  thermal  transfer 
ribbons 

NA 

250 

1983 

31 

66 

IS 

FRAME  TECHNOLOGY 

San  Jose,  Calif. 

Technical  publishing 
sottware 

17 

150 

1986 

30 

66 

16 

CYIINK 

Sunnyvale,  Calif. 

Network  security  and  FAX 
encryption  equipment 

NA 

125 

1984 

17 

66 

17 

XA SYSTEMS 

Los  Gatos  Calif. 

Mainframe  applications 
software 

31 

198 

1982 

22 

65 

18 

MERCURY  COMPUTER  SYSTEMS 

Lowell  Mass. 

Medical  and  aerospace 
imaging  equipment 

28 

180 

1982 

20 

65 

19 

BROOKTREE 

San  Diego 

Mixed  signal  integrated 
circuits 

29 

375 

1983 

46 

59 

20 

CORPORATE  INFORMATION  SYSTEMS 

Pittsburgh 

Data  processing  and  engineering 
services,  custom  software 

13 

350 

1981 

35 

59 

21 

NEXT 

Redwood  City.  Calif. 

Workstation  microcomputers 

NA 

375 

1985 

62 

50 

22 

LAN  SYSTEMS 

New  York 

Local-  and  wide-area-network 
integration  services 

52 

150 

1983 

18 

50 

23 

MICROGRAFX 

Flichardson.  Tex. 

Graphics  software 

NA 

150 

1982 

16 

50 

24 

STATE  OF  THE  ART 

Irvine,  Calif. 

Accounting  software 

NA 

135 

1981 

13 

50 

2S 

ACOUSTIC  IMAGING  lECHNOLOGIES 

Tempe.  Ariz. 

Medical  ultrasound  transducers 
and  equipment 

23 

320 

1983 

40 

45 

DATA;  CORPORATE  TECHN(OLOGY  INFORi-IATION  SERVICES  INC.j 


wants.  But  at  least  the  option  exists.  Last  year,  while 
startups  continued  to  attract  early  financing,  mature 
companies  wishing  to  go  public  were  told  to  sit  back 
and  wait.  This  year,  they  might  get  their  chance. 

By  Robert  Buderi  in  Neiv  York 
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TRACKING  DOWN  THE 
GENE  FOR  CYSTIC  FIBROSIS 

Francis  Collins  used  a  chrDmosDme  'jumping'  technique 


■^arly  last  June,  Francis  S.  Col- 
J»  lins  should  have  been  in  his 
Mm  laboratory  burning  the  mid- 
night oil.  His  research  team  was 
feverishly  closing  in  on  what 
would  become  one  of  1989's  major 
scientific  discoveries:  identifying 
the  gene  for  cystic  fibrosis,  a  dis- 
ease that  strikes  1  out  of  every 
2,000  Caucasian  newborn  babies. 
jn.siead,  Collins  was  in  the  Nigeri- 
an jangle,  working  for  three 
weeks  as  a  volunteer  intern  in  a 
180-bed  mission  hospital. 

Collins,  a  40-year-old  geneticist 
at  the  University  of  Michigan,  con- 
cedes thut  the  timing  was  bad.  But 
the  stint  in  Africa  burnished  his 
reputation  as  an  emerging  star 
who  cares  a  much  about  relieving 
suffering  as  he  does  about  scien- 
ific  fame. 

Finding  the  cystic-fibrosis  gene 
rciiuired  that  kind  of  dedication, 
diseases  such  as  sickle-cell 


anemia,  molecular  sleuths  have 
worked  backward  from  the  bio- 
chemical defect — in  that  case,  a 
malfunctioning  hemoglobin  mole- 
cule— to  the  faulty  gene  that  pro- 
duced it.  But  for  cystic  fibrosis 
and  most  of  the  4,000  other  known 
human  genetic  disorders,  the  bio- 
chemical cause  is  a  mystery. 

This  means  that  pinpointing  the 
gene  requires  brute  force — mov- 
ing along  a  strand  of  DNA  piece  by 
piece.  This  approach,  known  as 
walking,  is  excruciatingly  slow, 
and  sometimes  impossible,  be- 
cause the  genetic  path  is 
strewn  with  roadblocks — long 
stretches  of  DNA  that  are  diffi- 
cult to  cross. 

So  Collins  came  up  with  a  new 
approach  that  allows  researchers 
to  move  quickly  along  huge  pieces 
of  DNA,  leaping  over  the  road- 
blocks and  the  large  stretches  of 
uninteresting  genetic  material. 


The  University  of  Michigan's  Collins  hopes 
for  a  second  stint  in  an  African  hospital 

Called  chromosome  jumping,  the 
patented  technique  dramatically 
speeds  up  the  hunt  for  genes  and 
has  become  a  vital  tool  for  molecu- 
lar biologists.  "To  find  the  cystic- 
fibrosis  gene  by  'walking'  would 
have  taken  at  least  18  years,"  Col- 
lins says.  For  him  and  his  collabo- 
rator, Lap-Chee  Tsui  of  Toronto's 
Hospital  for  Sick  Children,  jump- 
ing shortened  the  search  to  four 
years. 

Collins,  who  grew  up  on  a  farm 
in  Staunton,  Va.,  hasn't  always 
had  such  enthusiasm  for  the  world 
of  biology.  He  first  earned  a  doc- 
torate in  physical  chemistry  at 
Yale  University.  But  he  felt  that 
something  vital  was  missing: 
"When  I  asked  myself  what  it  had 
done  for  anybody,  the  answer  was 
'not  very  much,'  "  he  recalls. 

So  he  went  off  to  medical 
school,  where  he  discovered  the 
burgeoning  field  of  human  genet- 
ics. Now,  the  soft-spoken  gene 
sleuth  is  hot  on  the  trail  of  genes 
for  Elephant  Man's  disease  and 
for  Huntington's  chorea,  a  lethal 
degenerative  disorder.  And  he's 
trying  to  use  new  genetic  informa- 
tion to  find  ways  to  prevent  and 
treat  disease  in  general.  Collins  is 
also  leading  the  efforts  to  deal 
with  the  ethical  dilemmas  this  in- 
formation raises.  He  worries,  for 
example,  that  prenatal  detection  of 
a  potential  disease  may  prompt 
prospective  parents  to  terminate  a 
lot  of  pregnancies. 

For  Collins,  just  unlocking 
ir^2^  '^he  mysteries  of  disease  will 
^^^j^    never  be  enough.  He  came 


,  1 


back  from  Nigeria  with  the  re- 
freshing view  that  "the  backbiting 
and  competition  among  scientists 
is  pretty  stupid."  He  is  hoping  to 
go  back  to  Africa  to  wrestle  with 
deadly  diseases  that  genetic  re- 
search can't  yet  prevent. 

By  John  Carey  in  Ann  Arbor,  Mick. 
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Scientists 


WILL  *GNAT  ROBOTS' 
TAKE  WING  Z  

Anita  Flynn  sees  them  as  the  future  ai  space  exploration 


JB  s  she  warms  up  to  visitors  at 
MM  Massachusetts  Institute  of 
Technology's  Artificial  Intel- 
ligence Laboratory,  Anita  Flynn 
rises  from  her  chair,  slides  open  a 
desk  drawer,  and  slyly  hands  over 
a  button  emblazoned  with  her  mot- 
to: "Fast,  cheap,  and  out  of  con- 
trol." The  athletic  30-year-old  with 
a  penchant  for  saying  "cool"  deliv- 
ers this  message  with  a  knowing 
smile.  Then  she  explains. 


bering  her  Virginia  childhood, 
when  the  air  was  so  thick  with 
insects  she  could  hardly  breathe, 
Flynn  calls  them  "gnat  robots." 

Touring  the  lab,  it  all  seems 
possible.  Research  scientist  Flynn 
has  worked  here  since  taking  a 
master's  degree  in  electrical  engi- 
neering at  MIT  in  1985.  Under  Di- 
rector Rodney  Brooks,  the  lab's 
Mobile  Robot  Group  has  designed 
critters  that  do  everything  from 


Flynn  wilh  Squirl,'  who  packs  a  computer,  power  supply,  and  sensors 


Flynn  wants  to  build  robots.  Not 
clumsy  automatons  with  grap- 
pling-hook  arms  and  hollow  voices, 
but  little  things  the  size  of  a  sili- 
con chip  with  legs.  She  sees  mil- 
lions of  them  rousting  barnacles 
off  ships.  Or  repairing  fiber-optic 
cables.  But  mostly,  she  sees  them 
exploring  distant  planets.  If  the 
technology  pans  out,  they  could  be 
quickly  produced  and  launched 
into  space  with  nary  a  thought  to 
weight.  Fast  and  cheap,  she  quips, 
"and  out  of  the  control  of  ground- 
based  mission  planners."  Remem- 


climb  walls  to  pick  up  soda  cans. 
But  Flynn's  notion  is  unique. 
Brooks   likens   it  to  the  micro- 
processor revolution.  "We  don't 
notice  we  have  a  computer  on 
our  wrist,"  he  says.  "We  just  ^#^2^ 
have  a  watch.  In  the  same  ^^^fj^ 
way,  we're  going  to  have  these 
little  tiny  robots  living  with  us,  but 
we  won't  think  of  them  as  robots." 

Flynn  conceived  of  gnat  robots 
three  years  ago,  after  hearing  of  a 
new  way  to  build  microscopic  mo- 
tors on  silicon  wafers.  Swarms  of 
tiny  golems  could  do  some  jobs 


better  than  one  big  machine,  she 
reasoned,  so  why  not  build  an  en-  \ 
tire  robot  out  of  silicon?  J' 
Indeed,    programming    basic  ; 
tasks  was  already  so  simple  that  a  i; 
robot's  entire  "brain"  could  fit  on  i 
a  chip.  Microsensors  could  serve 
as  eyes  and  ears.  And  solar-cell 
batteries  used  in  calculators  might 
provide  power.  In  fact,  the  biggest 
problem  was  motor  size.  As  an  ex- 
ercise, in  1988,  Flynn  built  Squirt. 
The  lilliputian  creation  occupies 
only  Wa  cubic  inches.  Yet  it  holds 
a  computer,  power  supply,  sen- 
sors, and  propulsion  system.  De- 
tectors guide  Squirt  to  dark  areas. 
If  it  hears  a  noise,  it  waits  until 
the  sound  ceases,  then  moves  to  a 
new  spot  nearer  the  sound. 

Squirt  proved  that  smaller  could 
be  cheaper.  It  cost  about  $200 — vs. 
thousands  for  typical  lab  robots. 
Now,  Flynn  is  pushing  ahead.  Al- 
ready, microlithographers  can  etch 
motors  onto  chips.  The  problem  is 
that  these  silicon  engines  spin 
very  fast  but  with  little  torque — 
just  the  opposite  of  what  is  needed 
to  drive  robot  legs  and  wheels. 

The  solution  may  be  piezoelec- 
tric ultrasonic  motors.  These  de- 
vices convert  electrical  energy  to 
mechanical  energy  in  a  way  that 
provides  higher  torques  and  lower 
speeds  without  bulky  gears.  It  will 
take  years,  but  Flynn  envisions  a 
motor  just  100  microns  wide — 
about  the  width  of  a  human  hair. 

The  young  engineer  will  soon  re- 
turn to  MIT  to  work  on  a  doctorate. 
But  while  her  head  might  be  in  the 
classroom,  Flynn's  most  vivid 
thoughts  will  be  elsewhere.  She  is 
frustrated  with  NASA's  mega- 
projects  and  feels  her  gnats  will 
help  small  companies  launch 
affordable  missions.  In  her 
wildest  dreams,  ordinary  peo- 
ple will  plan  their  own  robot  ex- 
peditions. "Instead  of  reading  in 
the   paper  that  Discovery  was 
canceled  today,  what  if  everybody 
had  their  own  launch  pad  in  their 
backyard?"      Flynn  muses. 
"Wouldn't  that  be  cool?" 
By  Robert  Buderi  in  Cambridge,  Mass. 
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BELLCORE  BUILDS 
A  BETTER  BATTERY 

Chris  Dyer  finds  a  Iess  toxic,  longer-lasting  alternative 


For  two  centuries,  British  scien- 
tists have  dazzled  audiences  at  the 
Royal  Institution  in  London  by  un- 
veiling their  newest  discoveries.  So 
it  was  fitting  last  September,  150 
years  after  Sir  William  Grove  dem- 
onstrated the  first  fuel  cell,  a  de- 
vice that  converts  chemical  energy 
directly  into  electricity  without 
heat,  that  Christopher  Dyer  should 
take  the  stage. 

A  transplanted  Englishman  who 
is  a  leading  researcher  at  Bell 
Communications  Research  Inc. 
(Bellcore),  Dyer  had  his  own  fuel 
cell  to  announce,  one  with  sweep- 
ing potential.  The  device  could  be 
a  less-toxic,  longer-lasting  alterna- 
tive to  batteries.  It's  also  a  candi- 
date for  uses  as  varied  as  tiny 
power  supplies  for  integrated  cir- 
cuits and  small,  nonpolluting  gen- 
erators in  portable  phones  and  oth- 
er electronic  gear.  For  Dyer,  who 
holds  a  PhD  in  electrochemistry 
from  Cambridge  University,  the 
discovery  represents  the  best  kind 
of  research:  "You  can  do  good  sci- 
ence," he  says,  "and  have  an  im- 
pact, too." 

Dyer,  46,  is  making  a  habit  of 
both.  During  stints  at  United  Che- 
micon  and  AT&T  Bell  Laboratories, 
he  earned  a  reputation  for  innova- 
tive work,  says  Robert  S.  Alwitt,  a 
former  colleague  at  Bell  Labs. 
And  at  Bellcore,  the  research  arm 
in  New  Jersey  that  was  dedicated 
to  the  seven  Bell  holding  compa- 
nies when  they  were  spun  off 
from  AT&T,  that  reputation  has 
grown. 

Like  many  inventions,  Dyer's 
newest  one  was  born  of  serendip- 
ity. A  typical  fuel  cell  makes  elec- 
(ricily  from  oxygen  and  hydrogen, 
V'hk-'h  must  be  kept  separated.  A 
Coi;  wi'i  have  two  electrodes  that 
lie  If  opposite  sides  of  a  liquid 
elect  ivU'.  Hydrogen  is  pumped 


to  one  electrode,  oxygen  to  the 
other.  Energy  is  created  when  hy- 
drogen atoms  at  one  electrode  give 
up  electrons  and  oxygen  atoms  at 


V 


Dyer  is  improving  his  cell  with  "a  discovery  a  month" 

the  other  take  up  electrons.  If  the 
gases  mix,  the  voltage  disappears, 
because  the  electrodes  no  longer 
sit  in  different  atmospheres. 

In  the  mid-1980s,  Dyer  was  de- 
veloping a  miniature  battery 
to  use  as  a  power  supply  in 


integrated  circuits.  He  was 
experimenting  with  a  prototype 
that  contained  a  palladium  and  a 
platinum  electrode  separated  by  a 
thin  film,  which  he  charged  with 
hydrogen  gas.  One  day  he  inadver- 
tently contaminated  the  hydrogen 
with  a  tiny  bit  of  oxygen.  To  his 
surprise,   the   battery  registered 


voltages  that  "couldn't  be  predict- 
ed based  on  electric  chemistry." 

Dyer  had  stumbled  upon  a  way 
to  make  fuel  cells  that  work  even 
in  mixed  hydrogen  and  oxygen, 
thus  avoiding  the  expense  and 
manufacturing  difficulties  of  mak- 
ing two  separate  gas  delivery  sys- 
tems. In  his  three-layered  cell,  a 
gas-permeable  membrane  is  sand- 
wiched between  a  thin  film  of  plat- 
  inum  that  serves  as  one  elec- 
trode and  a  porous  outer 
film  of  platinum  that  func- 
tions as  the  second  electrode 
and  allows  gases  to  pass 
through.  When  the  cell  is 
bathed  in  the  mixed  gases, 
hydrogen  atoms  give  elec- 
trons to  the  outer  electrode, 
while  oxygen  atoms  take 
them  at  the  inner  electrode. 

Now,  says  Dyer,  he's  im- 
proving the  cell  with  "a  dis- 
covery a  month."  He  has  fig- 
ured out  how  to  boost  the 
power — initially  less  than 
five  milliwatts  per  square 
centimeter — by  as  much  as 
10  times.  He  has  also  found 
how   the   cell   works:  by 
means  of  a  new  mechanism 
that's  "closer  to  biochemis- 
try than  classical  chemis- 
try," he  says.  The  research, 
which  may  also  lead  to  ways 
to  make  conventional  batter- 
ies work  better,  will  be  pub- 
lished as  soon  as  Bellcore 
files  for  patents  on  it. 
In  May,  Bellcore  officials 
were  debating  how  best  to  com- 
mercialize   the    cell — probably 
through  licensing  deals.  Execu- 
tives from  Japanese  consumer-elec- 
tronics companies,  who  see  the 
g^^tt^    cell's  potential  for  their  prod- 
^Jf"      ucts,  have  trekked  through 
Dyer's  lab.  Observers  predict 
a  first  deal  before  fall.  Mean- 
while, in  the  best  Royal  Institution 
tradition.  Dyer  carries  all  the 
equipment  he  needs  in  his  pocket — 
ready  to  demonstrate  the  fuel  cell 
to  anyone  with  a  voltage  meter. 

By  Emily  T.  Smith  in  Morristown, 
N.J. 
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Would  you  like  to  be  able  to  manage  documents 
the  way  you  manage  data?  You  can,  if  you 
capture  the  document  and  convert  it  to  an  image, 
so  it  can  be  managed  electronically. 

Kodak  has  tools  that  make  it  easy.  You  simply 
replace  the  paper  document  with  a  picture  taken 
on  microfilm  or  electronically  scanned  onto  an 
optical  disk  or  a  magnetic  medium.  A  few 
keystrokes,  and  you  have  the  image  on-screen, 
complete  with  marginal  notes,  endorsements, 
diagrams  and  signatures.  You've  built  an 
image  base. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  9604. 


APTURE 
IK  IMAGE 


The  new  vision  of  Kodak 


ONE  DAY,  THERE  MAY  BE 
BALM  FROM  GILEAP  

This  startup  is  pioneering  antisense  technology  to  fight  disease 


/t's  a  tall  order  for  such  a  small 
company:  pioneering  the  next 
big  frontier  of  drug  discovery. 
But  Michael  L.  Riordan,  president 
of  biotech  startup  Gilead  Sciences 
Inc.,  has  raised  .S12  million  in  ven- 
ture capital  to  do  it.  He's  pursuing 
a  new  technology  called  antisense 
that  may  help  conquer  some  of 
mankind's  worst  scourges — includ- 
ing cancer. 

The  target  for  Gilead  is  the  dou- 
ble helix  of  DNA  that  snakes 
through  human  cells.  One  half  of 
this  helix,  called  the  sense  strand, 
contains  itN.\  base  molecules  ar- 
ranged in  sequences — called 
genes.  Genes  are  recipes  for  the 
proteins  that  determine  everything 
from  how  the  body  fights  disease 
to  eye  color.  The  other  strand,  the 
mirror  image  of  the  first,  is  called 
■jit  antisense  strand.  It  was  al- 
v.ay.-;  thought  to  be  an  artifact. 


But  in  the  past  few  years,  scien- 
tists at  Gilead  and  elsewhere  have 
come  to  think  of  it  as  the  ultimate 
monkey  wrench. 

These  scientists  believe  they  can 
use  the  antisense  strand  to  stop 
cells  from  making  "bad"  proteins 
that  lead  to  cancer  and  other  dis- 
eases. The  idea  is  to  flood  the  body 
with  synthetic  antisense  strands 
that  bind  to  harmful  genes  and 
block  their  action.  The  antisense 
strand  could  also  be  used  to 
short-circuit  viruses  or  to  turn 
on  "good"  genes  by  blocking 
the  action  of  others  that  sup- 
press them.  Because  it  targets 
specific  genes,  antisense  should 
work  without  side  effects. 

Rioi'dan,  32,  got  his  first  peek  at 
antisense  research  as  a  medical 
student  at  Johns  Hopkins  Univer- 
sity in  the  early  1980s.  But  it 
wasn't  until  1988,  after  a  stint  at 


Model  DN&  molecule:  Can  scientists 
block  the  action  of  liarmful  genes! 

the  venture  capital  firm  of 
Menlo  Ventures,  in  Menlo 
Park,  Calif.,  that  he  took  the 
helm  at  Gilead.  Since  then, 
the  charismatic  Riordan  has 
unlisted  researchers  from 
Harvard  University,  Califor- 
iiia  Institute  of  Technology, 
and  Seattle's  Fred  Hutchin- 
son Cancer  Research  Center. 

Gilead  has  already  drawn 
a  crowd.  Several  other  start- 
ups have  joined  the  anti- 
sense  race,  including  Isis 
Pharmaceuticals,  Genta,  and 
Triplex.  "And  that's  just  the 
visible  competition,"  says 
Riordan.  Indeed,  big  drug 
companies  are  rumored  to  be 
interested,  too. 
But  there  are  those  who  have 
reservations.  Early  trials  are  just 
beginning  to  show  that  antisense 
technology  works  in  test  tubes. 
Human  tests  are  still  years  away. 
Some  critics  also  contend  that  the 
technique  will  be  prohibitively  ex- 
pensive. But  Riordan  maintains 
that  large-scale  production  will 
bring  costs  down.  He  also  has  an 
answer  for  critics  who  say  that 
antisense  molecules  are  too  large 
to  get  into  cells:  Actually,  they  are 
only  slightly  bigger  than  most  con- 
ventional drugs — and  far  smaller 
than  gene-spliced  agents  such  as 
interferon. 

Without  proof  yet  that  its  tech- 
nique works  in  people  or  even  in 
animals,  Gilead  looks  like  a  long 
shot  to  many  investors.  "It's 
not  for  the  faint-hearted,"  ad- 
mits Tony  Evnin,  a  general 
partner  of  Venrock  Associates, 
a  venture  capital  firm.  But  if  the 
technology  works,  says  Donald  H. 
Rumsfeld,  a  Gilead  director,  "what 
a  thrill  it  will  be  for  the  world." 
And  for  investors,  too. 

By  Joan  O'C.  Hamilton  in  Foster 
City.  Calif. 
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What's  the  best  medium  to  file  an  image  or  data 
in  secure,  retrievable  form?  Kodak  is  expert 
in  all  of  them. 

Kodak  offers  a  complete  array  of  storage  media 
from  h/gh  end  to  low  end.  As  you  would 
expect,  we  are  a  leader  in  microfilm  products.  We 
are  also  a  leader  in  optical  and  magnetic 
storage  technology 

The  14-inch  Kodak  optical  disk,  able  to  hold 
6.8  gigabytes  of  data,  is  the  highest-capacity, 
highest-performance  optical  disk  in  the  world. 
And  a  Kodak  automated  disk  library  for  5  'A-inch 
optical  disks  can  hold  as  much  information  as 
4,000  two-drawer  file  cabinets.  You  will  also  find 
us  at  the  forefront  of  erasable  optical  disk 
technology. 

Choose  the  medium  according  to  your 
application.  Choose  us  because  we  offer  them  all, 
with  the  best  support  and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960C. 


The  new  vision  of  Kodak 


Companies 


DOING  PURE  RESEARCH 
IS  ONLY  COMMON  SENSE 

IBM  has  learned  it  can  pay  enormous  dividends 


fhe  Thomas  J.  Watson  Re- 
search Center  is  a  wide,  spec- 
tacular arc  of  a  building  set 
into  the  crest  of  a  grassy  hill  in 
Yorktown  Heights,  N.  Y.  The 
breadth  of  it  seems  to  reflect  the 
scientific  efforts  inside.  Research- 
ers there  investigate  such  diverse 
fields  as  quantum  mechanics,  mi- 
crochip packaging, 
computer  architec- 
tures, and  biophysics 
They  anchor  an  inter 
national  network  of 
IBM  labs  known  for 
their  pursuit  of  the 
unknown. 

At  IBM,  science  is 
still  often  an  end  in  it- 
self. Projects  at  York- 
town  and  its  sister  fa- 
cilities in  San  Jose, 
Calif.,  Zurich,  and  To- 
kyo often  don't  bear  di- 
rectly on  computers. 
At  Yorktown,  for  in- 
stance, astrophysicists 
theorize  about  distant 
galaxies.  And  Zurich- 
based  IBM  scientists 
won  a  Nobel  prize  in 
1987  for  discovering  a 
class  of  high-tempera- 
ture superconductors.  Says  James 
C.  McGroddy,  a  physicist  and  ib.m's 
director  of  research:  "We  want  to 
do  science,  mathematics,  and  tech- 
nology that's  so  good  we'll  be  fam- 
ous for  it." 

It's  true  that  about  90%  of  the 
company's  $5.2  billion  R&D  outlay 
last  year  went  to  product-oriented 
work.  But  IBM's  reputation  for 
pure  research,  enhanced  by  two 
Nobel  prizes,  helps  draw  top-rank 
scientists — of  those  offered 
jobs  accept — who  may  directly 
benefit  Big  Blue's  commercial  ac- 
tivities. Mathematician  Ellis  John- 
son, for  instance,  can  be  called  on 


to  help  IBM's  airline  customers  de- 
sign flight-scheduling  systems. 

And  pure  research  can  bear  di- 
rectly on  product  technology.  Of- 
ten, McGroddy  says,  "we  want  to 
convince  ourselves  that  there's 
lots  of  runway  left"  in  some  cur- 
rent technology.  The  results  can 
be  surprising:  Even  as  it  is  looking 


device,  which  can  "see"  individual 
atoms,  quickly  proved  useful  in 
many  noncomputing  fields.  Indeed, 
in  1986  it  won  IBM's  first,  long- 
sought  Nobel.  "If  we  had  planned 
too  carefully,  we  wouldn't  have 
found  the  STM,"  McGroddy  says. 

In  a  marked  change  from  the 
past,  IBM  now  aggressively  shares 
certain  technologies  when  that  will 
benefit  it.  Most  visibly,  it  has  tried 
to  bolster  the  sagging  U.  S.  memo- 
ry-chip industry.  IBM  was  a  major 
instigator  of  last  year's  U.  S. 
Memories  chip  consortium.  And 
when  that  group  failed  to  take  off, 


Electron's  eye  view:  IBM's  scanning  tunneling  microscope  opens  up  a  molecular  landscape 


into  ultrafast  gallium-arsenide- 
based  microchips,  IB.M  says  it  has 
extended  the  theoretical  speed  lim- 
its of  current  silicon  chip  technol- 
ogy. And  while  some  IBM  scientists 
work  on  optical  data  recording 
others  demonstrated  last  year 
that  magnetic  recording  still 
remains  ripe  for  improve- 
ment— by  a  factor  of  at  least  16 
times. 

The  phenomenon  works  both 
ways.  When  researchers  at  San  Jo- 
se's Almaden  lab  invented  the 
scanning  tunneling  microscope 
(STM),  it  was  to  examine  lubricants 
on  magnetic  disk  surfaces.  But  the 


IBM  quickly  signed  up  West  Ger- 
many's Siemens  for  help  with  fu- 
ture memory  chips.  The  company 
also  is  working  with  Motorola  Inc. 
on  advanced  chipmaking  methods. 
Such  joint  efforts  help  IBM  share 
^^^im^    research  costs,  ensure  itself 
access   to   components,  and 
^..^g|kt^    polish  its  image  as  a  national 
technology  resource. 
The  bottom  line:  "Research  at 
IBM  is  not  viewed  as  a  discrete 
thing,"  McGroddy  says.  "It's  an 
organic  whole."  Judging  by  the  re- 
sults, that  strategy  pays  off. 

By  John  W.  Verity  in  Yorktown 
Heights.  N.  Y. 
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There  are  Kodak  systems  to  let  you  create 
documents,  view,  merge,  change,  copy,  print 
and  transmit  them.  Control  them.  Safely 
stored,  they  can  be  found  and  retrieved  in 
seconds. 

Kodak  systems  can  find  a  cost-effective,  archival 
image  on  microfilm  in  seconds.  Or  a  time- 
sensitive  document  on  an  optical  disk  even  faster 
Then  you  can  view  it,  act  on  it.  Or,  with  systems 
like  our  electronic  publishing  system,  you  can 
even  add  to  or  improve  on  a  document.  Equally 
important,  Kodak  software  systems  people  are 
dedicated  to  linking  any  of  these  devices  into  any 
of  yours,  from  mainframe  to  mini  to  PC. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960B. 
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RAMTRON'S 
CIRCUITS  ON 


REVOLUTION: 
CERAMICS 


The  mEmory  won't  fade  when  the  power  fails 


finy  Ramtron  International 
Corp.  isn't  your  typical  semi- 
conductor startup.  It  isn't  in 
Silicon  Valley,  it  isn't  owned  by 
American  investors,  and  it  isn't 
seeking  its  fortune  in  some  niche 
market.  The  Colorado  Springs 
(Colo.)  company's  goals  are  much 
grander  than  that.  It  hopes  to  fo- 


world  market  just  for  memory 
chips  is  nearly  $16  billion.  Of 
course,  Ramtron  hardly  expects  to 
conquer  those  markets  single-han- 
dedly. "Left  to  our  own  devices, 
we  wouldn't  stand  a  snowball's 
chance  in  hell,"  says  Horton,  who 
spent  15  years  at  Texas  Instru- 
ments Inc.  (Tl).  So  he  has  set  up  a 


Without  joint  ventures,  Ramtron  Mu  ■.  iidtt  a  snowball's  chance  in  he!! 


ment  a  revolution  in  computer 
memory  by  etching  integrated  cir- 
cuits in  a  thin  ceramic  coating  on 
silicon  semiconductors. 

Ramtron  claims  these  so-called 
ferroelectronic  chips  have  two  big 
advantages:  They  are  a  lot  faster 
than  garden-variety  chips,  and 
they  won't  lose  their  memory 
when  the  power  is  shut  off.  "This 
is  the  ideal  memory  technology," 
says  Ramtron  President  Richard 
Horton,  and  he  predicts  it  will 
rpitlace  almost  all  existing  types  of 
corviputer  memory — including 
magnetic  disk  drives. 

That's  some  claim.  Today,  the 


web  of  joint  ventures.  ITT  Semicon- 
ductor and  Seiko  Epson  Corp.  are 
already  producing  small-capacity 
ferroelectronic  random-access 
memory  chips  (FRAMs)  in  Europe 
and  Asia.  Ramtron  is  also  work- 
ing with  TRW  Inc.  on  defense 
applications,  and  it  has 
teamed  up  with  Japan's  nmb 
Semiconductor  to  produce  4 
megabit  memory  chips. 

Ramtron  was  formed  in  1984  by 
researchers  with  ties  to  the  Uni- 
versity of  Colorado  who  wanted  to 
revive  their  earlier  work  on  ferro- 
electric compounds.  This  technol- 
ogy exploits  an  unusual  electrical 


phenomenon:  In  a  ceramic  film, 
the  tiny  regions  that  serve  as 
memory-storage  cells  can  be  made 
much  smaller  than  within  silicon. 
Packing  them  closer  together 
means  greater  speed,  since  signals 
don't  have  to  travel  so  far.  More- 
over, when  ceramic  cells  are 
charged  with  data,  they  stay  that 
way  for  years,  so  there  is  no  need 
to  preserve  data  by  transferring 
them  to  a  hard  disk. 

When  Ramtron  went  looking  for 
seed  money.  General  Motors  Corp. 
was  willing  to  invest,  but  it  want- 
ed exclusive  world  rights.  A  group 
of  Australian  venture  capi- 
talists offered  a  better  deal: 
a  grubstake  of  $3.5  million 
for  49%  ownership.  So  en- 
dowed, Ramtron's  engineers 
soon  struck  pay  dirt  with  a 
recipe  dubbed  PZT — for  lead 
zirconate  titonate.  The  first 
primitive  FRAM  was  unveiled 
in  early  1988. 

Now,  Horton  believes  that 
Ramtron  is  set  for  blast-off. 
By  the  mid-1990s,  he  pre- 
dicts, sales  will  reach  $500 
million.  Most  of  the  chip  in- 
dustry remains  skeptical, 
though.  Ferroelectrics  "must 
still  go  through  some  very 
tough  tests,"  says  Pallab 
Chatterjee,  a  research  vice- 
president  at  Tl.  "Widespread 
application  is  far  away." 

If  ferroelectric  technology 
does  make  a  big  splash, 
Ramtron  will  have  competition. 
There's  another  new  chip  on  the 
horizon  that  preserves  data  with  a 
nitride-oxide  film.  And  a  rival  fer- 
roelectric approach  has  been  devel- 
oped by  Krysalis  Corp.,  which 
was  recently  acquired  by  Na- 
tional Semiconductor  Corp. 
Horton  hails  National's 
move.  That  "signal  of  approv- 
al" from  Silicon  Valley's  establish- 
ment, he  says,  will  make  it  easier 
to  convince  computer  designers 
that  they  can  put  their  future  ma- 
chines on  a  no-hard-disk  diet. 

By  William  C.  Symonds  in  Colora- 
do Springs,  Colo. 


man  Kodak  Company,  )984 


Information  is  only  as  good  as  your  ability  to 
share  it.  Kodak  has  ways  to  make  images  multiply, 
very  quickly,  wherever  they're  coming  from 
and  going  to. 

Whether  the  information  is  digitized  in  the  memory 
of  a  mainframe  or  PC,  stored  on  an  optical  disk, 
floppy  disk  or  on  microfilm,  Kodak  has  a  way  to  put 
it  on  paper  We  can  publish  it  electronically, 
or  copy  from  paper  to  paper  And  send  the  image 
across  the  room  or  across  the  country.  With 
the  image  quality  you  expect  from  the  world's 
premier  imaging  company.  In  fact,  our 
advanced  copiers  and  non-impact  printers  will 
put  images  on  both  sides,  then  collate  and 
staple  the  pages.  In  color  when  you  need  it. 
And  all  are  backed-up  with  the  best  support 
and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960D. 


rHEilAGE 


The  new  vision  of  Kodak 


unly  MoDSoft  ofifers  y 


International  signs  use  graphic 
symbols  for  immediate  communication 
and  direction. 

So  does  Microsoft'  software. 

Regardless  of  the  environment,  inter- 
national signs  remain  consistent. 

So  does  Microsoft  softw^are. 

Ultimately,  international  signs  allow 
you  to  learn  more,  see  more,  and  get  where 
you're  going  in  a  shorter  period  of  time. 

So  does  Microsoft  software. 

As  PERSON.^  Computers 
Continue  To  Get  More  Powerful, 
We  Continue:  To  Keep 
them  Personal. 

The  categor>^  of  computer  software 
continues  to  grow,  in  size  and  complexity  at 
a  phenomenal  rate. 

So,  amidst  this  constant  change,  how 
are  you  supposed  to  keep  pace? 

Well,  Microsoft  hasn't  left  you  behind. 

Our  philosophy  is  simple  We  continue 
to  make  our  software  more  powerful  while 
simultaneously  making  it  easier  to  use. 

What  makes  this  somewhat  contra- 
dictory statement  come  to  life  is  the  graph- 
ical user  interface,  made  possible  by 
Microsoft  systems  software;  Windows'  for 
MS-DOS;  and  OS/2.' 

Both  are  graphical  environments 
that  provide  users  with  easy  access  to  the 
full  power  of  their  PCs. 

And,  most  important  to  you, 
graphical  environments  make  graphical 
applications  possible. 

For  instance,  in  Microsoft  Excel ,  and 
Word  for  Windows,  we  supplement  com- 
mands and  directions  with  graphical  sym- 
bols (called  icons)  whenever  it's  practical. 

WTiich,  in  turn,  replace  long  and 


Do  more. 


cumbersome  keystroke  sequences  with  a 
simple  point  and  click  of  the  mouse. 

Secondly  throughout  our  product 
line,  you'll  find  consistency  in  our  menus 
icons,  even  basic  commands.  Everything 
that  can  be  standardized,  is. 
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ioing  less. 

Overall,  the  benefits  are  clear.  The 
tuitive  graphical  look  and  feel  of  our  prod- 
ts  make  them  easier  for  you  to  learn,  use, 
d  thus,  be  more  productive. 

In  other  words,  personal  software  for 
irsonal  computers. 


FOR  Once,  You  Don't  Have  To 

Read  The  Manual 
To  Understand  The  Directions. 

It's  good  to  know  that  Microsoft 
products  come  with  some  of  the  industry's 
best  manuals. 

But,  in  all  honesty  you  may  never 
have  the  need  to  open  one. 

With  Microsoft's  computer-based 
training  and  online  help,  there  are  no  books. 
No  phone  calls  to  your  brother-in-law,  the 
computer  expert.  Just  clear,  on-screen 
directions  that  make  Microsoft  products 
immediately  understandable. 

It's  our  way  of  making  sure  you're 
always  heading  in  the  right  direction. 

To  Become  A  Software  Corporation 

For  Everyone,  We  Had  To  Make 
Computer  Software  For  Everyone. 

At  Microsoft,  we've  never  limited 
oui'selves  to  just  one  type  of  software. 

We  create  applications,  from  word 
processors  to  spreadsheets.  Local  area  net- 
working systems.  Even  languages  that  are 
used  by  the  entire  industry 

Over  50  products,  at  last  count.  Each 
designed  to  be  more  powerful,  while  at  the 
same  time  being  simple  to  use. 

All  told,  our  products  are  used  by 
more  people,  from  single  individuals  to 
entire  corporations,  than  any  other  micro- 
computer software  company 

For  more  information  on  any  of  our 
products,  call  (800)  541-1261,  Dept.  L31. 

You'll  see  how  little  effort  it  will  soon 
take  to  do  more  than  you  ever  dreamed 
possible  with  your  personal  computer. 

Mkmsoit 

Making  it  all  make  sense" 
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UNITED  STATES 


►  As  science  and  technology  be- 
come increasingly  global,  policy- 
makers and  industry  heads  are 
debating  how  the  U.  S.  can 
remain  competitive.  In  ..^^ 
Washington,  free  traders 
are  pitted  against  those  who 
sanction  government  support  for  fledgling 


technologies.  And  as  research 
costs  soar,  some  want  more 
spending  on  big  science  projects 
such  as  space  exploration; 
others  favor  funneling 
money  to  individual  re- 
searchers. Here  are  a  dozen 
leaders  who  help  shape  those  decisions. 


D.  ALLAN  BROMLEY 

Science  Adviser  Id  the  President 
Key  Administration  adviser 

Born  1926  Westmeath,  Ontario 


►  PhD  in  physics.  University  of  Roch- 
ester. Career  path:  physicist  at  Univer- 
sity of  Rochester.  Atomic  Energy  of 
Canada  Ltd.,  and  Yale;  Assistant  to  the  President  for 
Science  &  Technology,  1989.  Directs  the  White  House 
Office  of  Science  &  Technology  Policy.  Wields  more 
influence  than  did  Reagan's  science  advisers.  Must  battle 
free-traders  in  the  White  House  over  policies  designed 
to  boost  U.  S.  competitiveness.  Loyal  to  Bush:  Argues 
against  immediate  measures  to  prevent  global  warming. 


RICHARD  6.  DARMAN 

Director,  Office  of  Management  &  Budget 
Shapes  Administration  policy 

Born;  1943,  Charlatte,  H  L 

►  MBA,  Harvard  business  school,  1967. 
Career  path:  positions  at  Health,  Edu- 
cation &  Welfare,  Defense,  Justice,  and 
Commerce  Depts.;  Deputy  Treasury  Secretary;  manag- 
ing director,  Shearson  Lehman  Brothers;  director  of 
CMB,  1989.  One  of  the  most  powerful  free  market 
?-dvocates  in  the  Administration;  recoils  from  govern- 
ment intervention  in  technology  and  industry.  Uses  bud- 
get :  uipit  to  push  ideological  views  on  agencies.  Big 
boj-\~r  of  space  exploration  and  basic  research. 


JOHN  H.  SUNUNU 

White  House  Chief  of  Staff 
Bush's  top  aide 

Born;  1939,  Havana,  Cuba 

►  PhD  in  mechanical  engineering  mit, 
1966.  Career  path:  founded  engineer- 
ing company;  associate  dean  of  Tufts 
University  College  of  Engineering;  New  Hampshire  state 
representative,  then  governor;  chief  of  staff  since  1989. 
Sets  Administration  policy  on  many  science  and  technol- 
ogy issues.  Opposes  government  promotion  of  specific 
industries,  and  nixed  Commerce  and  Defense  Dept.  ef- 
forts to  nurture  fledgling  technologies.  Instead,  supports 
a  cut  in  capital  gains  tax  to  improve  business  climate. 


BARBARA  A.  MIKULSKI 

Chair  Senate  appropriations  subcommittee 
Controls  research  agency  budgets 

Born:  1936,  Baltimore 

►  Msv^,  University  of  Maryland.  Career 
path:  Baltimore  City  Council;  House  of 
Representatives;  Senate  (D-Md.)  in 
1986;  chair  of  subcommittee  on  va,  hud,  and  indepen- 
dent agencies  in  1988.  As  such,  funds  nsf,  nasa.  and  the 
EPA.  A  feisty,  tenacious  populist  who  is  well-connected  in 
Senate.  Angered  nsf  last  year  by  shifting  money  from 
research  to  education  and  buildings.  This  year,  came 
around  to  the  view  that  basic  research  is  important,  too. 
But  sl<eptical  of  space  station  and  mission  to  Mars. 
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BOB  TRAXLER 

Chair,  House  appropriations  subcommittee 
Controls  research  agency  budgets 

Born;  1931,  Kawkawlm,  Mich 

►  LL.B.,  Detroit  College  of  Law.  Ca- 
reer path:  county  prosecutor;  state 
representative;  House  of  Representa- 
tives (D-Mich.)  In  1974.  Chair  of  the  appropriations 
subcommittee  over  va,  hud,  nsf,  nasa,  and  epa.  Sup- 
ports basic  research  and  boosting  budget  for  nsf  but  has 
a  tougher  time  getting  money  for  his  subcommittee  than 
does  Mikulski.  Worries  about  big  science  projects  such 
as  the  space  station  and  superconducting  supercollider 
eating  up  resources  better  used  by  individual  scientists. 


ROBERT  W.  GALVIN 

Chairman,  Executive  Committee 
Motorola  Inc.,  Schaumburg,  ill. 

Born:  1922,  Marshfield,  Wis, 

►  Attended  Notre  Dame  University. 
Career  path;  lifelong  Motorolan,  having 
been  groomed  by  his  father,  Paul,  to 
run  the  family's  electronics  business.  Worked  at  jobs 
from  factory  to  sales.  Chairman  in  1959.  Moved  compa- 
ny out  of  consumer  electronics  but  continued  emphasis 
on  leading-edge  technology  in  chips  and  communications. 
Aggressively  pushed  Japan  to  open  its  markets  to  Motor- 
ola. A  vehement  "fair  trader,"  advises  Washington  on 
such  issues  as  competitiveness. 


JOHN  A.  YOUNG 

CED 

Hewlett-Packard,  Palo  Alto,  Calif. 

Born  1932,  Nampa,  Idaho 

►  i^ba,  Stanford  University.  Career 
path:  marketing  and  finance.  A  fixture 
at  HP  for  32  years  and  CEO  since  1978, 
Young  is  an  influential  industry  voice  in  Washington. 
Founded  the  Council  on  Competitiveness  in  1986;  chairs 
the  Computer  Systems  Policy  Project,  a  group  of  1 1 
industry  CEOs  formed  last  year.  Most  recently,  recom- 
mended increasing  worldwide  market  access  for  U.  S. 
companies  and  modifying  antidumping  laws.  Lobbied  for 
greater  federal  spending  on  nondefense  r&d. 


JOHN  A.  ARMSTRONG 

Vice-president 
IBM,  Yorktown  Heights,  N.  Y. 

Barn:  1934,  Schenectady,  N.  Y. 

►  PhD  in  physics.  Harvard  University. 
Career  path:  researcher  at  Harvard, 
director  of  physical  sciences  at  IBM,  and 
manager  of  a  cutting-edge  chip  group.  Directs  IBM  re- 
search at  35  labs  and  development  centers.  Under  pres- 
sure to  respond  faster  to  marketplace  needs,  he  is  trying 
to  link  research  closely  to  product-development  work. 
One  example:  IBM's  Thomas  J.  Watson  Research  Center 
teamed  up  with  an  Austin-based  product  group  in  design- 
ing IBM's  new  RISC-based  technical  computer. 


U  S  I  N  E  S  5 


ERICH  BLOCK 

Director,  National  Science  Foundation 
Heads  basic  research  agency 

Born;  1925,  Sulzburg,  West  Germany 

►  BS  in  electrical  engineering,  SUNY-Buf- 
falo.  Career  path:  22  years  at  ibm— 
from  engineer  to  vice-president;  nsf  di- 
rector in  1984.  This  controversial  director  achieved  big 
increases  in  nsf's  budget.  Significantly  changed  agency's 
direction  by  setting  up  large  research  centers  in  addition 
to  awarding  grants  to  individual  researchers.  Earned 
both  praise  and  bitter  enmity  of  many  scientists.  His  six- 
year  term  is  up  in  August,  but  he  will  probably  remain  a 
player  in  science  policy  circles. 


IAN  M.  ROSS 

President 

AT&T  Bell  Labs,  Holmdel,  N.  J. 

Born,  1927,  Southport,  England 

►  PhD  in  electrical  engineering,  Cam- 
bridge University.  Career  path:  re- 
search, management.  Director  of  Bell 
Labs  since  1979.  As  chairman  of  the  National  Advisory 
Committee  on  Semiconductors,  he  advocates  expanded 
Sematech  role,  plus  creation  of  a  ready  pool  of  low-cost 
capital  to  keep  industry  competitive.  On  his  watch.  Bell 
Labs  made  breakthroughs  this  year  in  optical  computing 
and  high-temperature  superconductors.  Paired  up  with 
Zenith  Electronics  to  enter  the  hdtv  race. 


ROBERT  A.  FROSCH 

Vice  president  for  research 
General  Motors  Corp.,  Warren,  Mich. 

Born,  1928,  New  York 

►  PhD  in  theoretical  physics,  Columbia 
University.  Career  path:  researcher, 
R&D  director  since  1982.  Running  Gm's 
labs  is  first  industry  job  of  the  former  darpa  director. 
Navy  R&D  head,  and  U.  N.  official.  With  tough  environ- 
mental laws  being  bruited  about,  Frosch  Is  in  the  hot 
seat.  He  may  have  to  make  the  Impact,  gm's  speedy 
electric  car,  a  high-volume  reality.  Another  research 
goal:  a  low-polluting,  two-stroke  engine— a  small,  light 
motor  that  would  allow  radical  changes  in  styling. 


JOHN  P.  McTAGUE 

Vice-president  for  research 
Ford  Motor  Co.,  Dearborn,  Mich. 

Born:  1938,  Jersey  City,  N  J 

►  PhD  in  physical  chemistry.  Brown 
University.  Career  path:  research, 
management.  Was  hired  as  v-p  for  re- 
search in  1986  after  serving  as  acting  science  adviser  to 
President  Reagan.  Now  also  member  of  newly  created 
President's  Council  of  Advisers  on  Science  &  Technol- 
ogy. In  November,  began  a  $97  million,  four-year  reno- 
vation and  expansion  of  Ford's  Scientific  Research  Lab- 
oratories in  Dearborn.  The  idea  is  to  provide  more 
research  in  response  to  environmental  needs. 


NNOVATION  1990 


JAPAN'S  QUEST  FOR  PERFECTION  HAS  DEEP  ROOTS. 
Twelve  centuries  ago,  Japanese  swordsmiths  made 
the  world's  finest  blades,  patiently  folding  and  ham- 
mering the  metal  into  10,000  microlayers  of  steel. 
To  control  impurities,  craftsmen  painstakingly  se- 
lected the  best  woods  to  burn  for  charcoal.  To- 
day, the  technological  state  of  the  art  means  in- 
scribing 16  million  transistors  on  a  sliver  of 
silicon.  Once  again,  a  passion  for  getting  things 
right  underlies  Japan's  manufacturing  success. 
Yet  as  scientists  and  inventors,  the  Japanese  have  not 
been  as  creative.  They  are  becoming  more  so — but  their 
insatiable  appetite  for  foreign  research  and  technology  is 
igniting  controversy  in  the  U.  S.  and  Europe. 

CAN  THE  JAPANESE  MAKE  THE  GRADE  IN  BASIC  RESEARCH! 
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JAPAN 


IN  JAPAN,  THE  PRESSURE  IS  ON  TO 
START  BLAZING  MORE  TRAILS 

apan  didn't  invent  the  microprocessor,  that 
M  micromarvel  that  has  forever  changed  the 
K  world,  but  one  Japanese  engineer  deserves 
Mm  some  of  the  credit.  In  the  spring  of  1969,  a 
Japanese  company  called  Busicom  Corp.  ap- 
proached a  Silicon  Valley  startup,  Intel  Corp.,  and 
asked  it  to  custom-design  a  set  of  chips  for  a  line  of 
advanced  calculators.  Intel's  engineers  had  a  better 
idea:  They  whipped  up  a  single  integrated  circuit  that 
could  be  programmed,  like  a  computer,  to  do  all  the 
tasks  required  of  a  calculator.  The  result  was  the  first 
rudimentary  computer-on-a-chip,  the  Intel  4004. 

The  glory  for  inventing  it  went  to  two  Americans, 
Marcian  E.  "Ted"  Hoff  and  Federico  Faggin.  But  Ma- 
satoshi  Shima,  a  young  engineer  at  now-defunct  Busi- 
com, helped  transform  their  concepts  into  a  finished 
design.  He  went  on  to  Intel  and  then  to  Zilog  Inc., 
where  he  designed  the  two  chips  that  launched  the 
microcomputer  revolution:  Intel's  8080  and  the  Z-80 
from  Zilog.  And  today,  at  46,  Shima  is  back  in  Japan, 
running  his  own  chip  boutique  and  nipping  at  his  old 
employers  with  products  that  do  more  for  less  money. 
For  its  next  act,  Shima's  $7  million  company,  VM  Tech- 
nology Corp.,  is  aiming  at  Intel's  bread-and-butter 
markets  for  its  32-bit  386  microprocessor. 

If  Shima  breaks  into  that  business,  it  will  be  a  fit- 
ting capstone  to  two  decades  of  Japanese  achieve- 
ments that  have  tipped  the  balance  in  global  technol- 
ogy. When  he  started  working  at  Intel  in  1970,  Silicon 
Valley  was  bursting  with  self-confidence.  Its  engineers 
dismissed  Japanese  electronics  as  me-too  products 
propped  up  by  government  subsidies.  That  complacen- 
cy disappeared  long  ago.  Today,  there  are  few  technol- 
ogies, from  automotive  electronics  to  gene-splicing  to 
materials,  where  Japan  takes  a  back  seat.  Computer 
leaders  IBM  and  Digital  Equipment  Corp.  have  come  to 
rely  on  Japanese  subsidiaries  for  cutting-edge  research 
and  development.  The  same  goes  for  Texas  Instru- 
ments Inc.  and  Motorola  Inc.,  America's  top  two  chip- 
makers.  Last  year,  of  the  10  companies  that  received 
the  largest  number  of  U.  S.  patents,  five  were  Japa- 


nese. This  spring,  in  fact,  a  National  Research  Council 
survey  pegged  Japan  as  "one  of  the  world's  key 
sources  of  technological  advances." 

Now,  to  stoke  the  industries  of  the  21st  century, 
Japan  is  turning  to  science.  In  a  massive  overhaul  of 
government  policy,  Tokyo  has  made  basic  research  a 
national  mission.  Among  the  frontiers  it  wants  to 
probe  are  molecular  biology,  environmental  science, 
computational  physics,  and  the  hybrid  science  of  laser 
chemistry,  where  infinitesimal  photons  of  light  trig- 


Hustling  To  Catch 
Up  In  Science 
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ger  tiny  chemical  reactions — technology  that  may  be 
crucial  to  building  ultrasmall  chips  or  biological 
machines. 

Japan's  leaders  feel  compelled  by  trade  frictions  to 
pay  back  a  debt  and  replenish  the  stock  of  Western 
research  that  has  nurtured  their  economic  miracle.  But 
there  are  commercial  motives  as 
well.  In  their  drive  to  sculpt  ever- 
smaller  devices  in  semiconductor 
materials — and  to  concoct  new  ma- 
terials from  combinations  of  atoms 
that  Mother  Nature  didn't  try — 
Japanese  engineers  are  testing  the 
limits  of  scientific  theory.  As  a  re- 
sult, says  Genya  Chiba,  vice-presi- 
dent of  Japan  Research  Develop- 
ment Corp.,  an  arm  of  the 
government's  Science  &  Technol- 
ogy Agency,  "one  can  no  longer 
make  a  clear  distinction  between 
science  and  technology." 

Nowhere  is  the  blurring  of  the 
two  more  profound  than  in  micro- 


JAPAN'S  TOP  10 
CORPORATE  R&D 
SPENDERS 


FY 

RSD 

RSD 

t989  Company 

Billions 

as  a  % 

of  dollars 

of  sales 

1  Hitachi 

$2.19 

9.9% 

2     Matsushita  Elect. 

2.14 

7.9 

3  Toyota 

1.90 

3.9 

4  NEC 

1.78 

10.2 

5  Fujitsu 

1.74 

12.8 

6  NTT 

1.52 

4.2 

7  Toshiba 

1.46 

7.6 

8  Nissan 

1.36 

5.4 

9  Honda 

1.13 

5.0" 

10  Sony 

1.01 

6.0* 

*  Estimate 

DATA 

MITI.  BW 

Research  at  NEC  Corp.  on 
crystal  growth  under 
low-pressure  conditions 

fabrication.  Americans  and  Eu- 
ropeans built  the  original  equip- 
ment for  printing  diminutive 
circuits  on  chips  and  for  etching 
silicon  to  carve  out  pinhead-size 
motors  and  sensors.  But  Japan 
now  builds  the  best  of  such 
tools.  And  with  each  new  batch 
of  ever-smaller  computer  cir- 
cuits, developing  the  technology 
for  the  next  generation  of  chips 
grows  increasingly  esoteric  and 
expensive.  That  gives  an  edge  to 
Japanese  companies,  with  their 
access  to  cheap  capital.  Increas- 
ingly, they  will  dominate  the 
chip  business — and  by  extension, 
electronics.  "In  the  1960s,  radi- 
cal ideas  pushed  the  creation  of 
new  markets,"  says  Masahiro 
Kawasaki,  director  general  of 
the  Science  &  Technology  Agen- 
cy's policy  institute.  "Now,  tech- 
nology is  pulled  by  the  develop- 
ment of  better  instruments." 

Japan's  semiconductor  engi- 
neers are  already  racing  to  com- 
mercialize a  new  generation  of 
memory  chips  for  the  mid-1990s. 
And  its  semiconductor  research- 
ers are  after  more  esoteric  de- 
vices: nanochips.  The  prefix  sig- 
nifies one  billion,  but  it's  used 
generically  for  devices  that  will 
be  assembled  almost  atom  by 
atom.  To  make  such  a  chip  with 
current  tools  would  be  like  reproducing  the  delicate 
pattern  of  a  Faberge  egg  with  a  paint  roller.  In  the 
nano  realm,  ordinary  chemistry  and  physics  give  way 
to  the  almost  mystical  principles  of  quantum  physics. 

At  NEC  Corp.'s  research  laboratory,  for  instance,  sci- 
entists have  created  an  experimental  system  that  uses 

  focused  electron  and  ion  beams 

plus  laser  chemistry.  In  principle,  it 
can  inscribe  circuits  100  times 
smaller  than  anything  on  today's 
chips.  Protected  in  a  high-vacuum 
chamber,  the  chipmaking  system 
can  lay  down  films  a  single  atom 
thick  and  fabricate  transistors  just 
three  atoms  wide. 

Japan's  skills  in  the  microworld 
also  have  facilitated  the  crowning 
achievements  of  its  20-year  effort 
in  high-definition  television.  Sony, 
Hitachi,  Toshiba,  and  others  have 
developed  special  cameras  that  can 
record  digital  video  signals  on 
magnetic    tape    at  staggering 
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standard  Features 


1486  Native  Design 

Micro  Channel  Architecture 

128KB  01  High-Speed  Cache  Memory 

SuperVGA  Display  Adapter 

Small  Computer  System  Interface 
(SCSI)  Multi-Peripheral  Controller 

Worldwide  Service  and  Support 

Available  Now 


The  NCR  PC486/MC  is  one  fast  machine.  PCI  Computing  reports  "the 
PC486/MC  is  on  the  front  edge"  of  486  desktops.*  With  its  dual  high-speed 
cache  design,  the  system  takes  full  advantage 
of  the  performance  potential  of  the  i486~  micro- 
processor. And  its  implementation  of  Micro 
Channel™  architecture  makes  it  the  clear  leader 
in  providing  fijll  32-bit  performance. 

According  to  BYTE  Lab  benchmarks,  the 
PC486/MC's  "mass  storage  subsystem  (with 
a  100MB  SCSI  hard  drive)  turned  in  the  fastest 
performance  we've  ever  measured!'* 

Our  PC  is  the  only  native  design  486  Micro  Channel  machine  from 
a  major  vendor  now  available.  We've  not  only  released  it  for  sale,  we're  deliv- 
ering it  in  volume.  The  competition  will  eventually  release  a  native-design 
486.  But  how  long  will  it  be  before  they  can  deliver? 

The  PC486/MC  is  ideal  for  MlPS-hungry  applications  like  large  spread- 
sheets, financial  modeling,  simulations,  CAD,  and  networking. 

It's  the  first  of  a  family  of  advanced  PCs  that  will  lead  the  market  in 
speed,  power,  and  availability. 

Our  PC  family  also  includes  high-performing  286™  and  386"-based  PCs. 
Backed  by  the  resources  of  a  $6  billion  computer  company  with  service  and 
support  in  nearly  every  country  in  the  world.  And  a  commitment  to  quality 
that  is  unequaled. 

Call  1  800  544-3333  for  a  free  six-page  486  PC  comparison  brochure. 
We'll  also  put  you  in  touch  with  the  NCR  or  Businessland  representative, 
or  other  Authorized  NCR  Reseller  nearest  you. 


NCR 


Open,  Cooperative  Computing. 
The  Strategy  For  Managing  Change. 


NCR  is  the  name  and  mark  of  NCR  Corporation.  Miao  Cliannel  is  a  trademark  of  IBM  Corporation.  486, 386,  and  286  are  trademarks 
of  Intel  Corporation.  'Sources:  PC/ Compu/inj,  March  1990.  fiVTElFffK  11/13/89.  C  1990  NCR  Corporation. 
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speeds:  1.2  billion  bits  per  second.  Since  the  techno 
ogy  is  digital,  it  will  no  doubt  have  a  huge  impact  on 
electronic  data  storage  and  computer  graphics,  too. 

Using  their  nanoscale  tools,  Japanese  researchers  in 
fields  ranging  from  superconductivity  to  brain  surgery 
are  experimenting  with  microscopic  sensors,  motors, 
and  robots.  Last  year,  Tokyo  University's  Hiroyuki 
Fujita  built  a  tiny  superconductive  actuator  with  mov- 
ing parts  that  float  on  a  cushion  of  magnetic  force. 
For  moving  silicon  wafers  in  a  vacuum  chamber,  "levi- 
tation  is  an  ideal  solution,"  notes  Fujita.  A  colleague  of 


^^^^ 


up  consortiums  to  develop  the  assorted  "enabling 
technologies."  That  helped  Fujitsu  Ltd.  build  IBM- 
compatible  mainframes  that  race  through  some 
tasks  faster  than  Big  Blue's.  And  now,  NEC  has  a 
supercomputer  that  it  claims  will  be  able  to  outrun 
those  from  Cray  Research  Inc. 

Still  not  satisfied,  Japan's  computer  makers  want  to 
push  beyond  number-crunching  and  traditional  pro- 
gramming to  pioneer  brainlike  processors.  The  goal  is 
to  supply  the  reasoning  power  that  digital  computers 
lack.  Today's  computers  can  perform  phenomenal 
feats  of  mathematics  and  logic  governed  by  strict 
rules.  But  they  are  imbecilic  when  it  comes  to  right- 


bedanied:  Uplical  hbers  on  display  on  a  ride  Ihrough  Ihe  Milsui-Ioshiba  Pavilion  al  an  Osaka  garden  and  greenery  exposilion 
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his,  Naomasa  Nakajima,  has  crafted  a  Stirling  engine 
just  two  centimeters  long.  Potential  uses  could  include 
pumps  in  artificial  hearts.  Further  down  the  road,  says 
Nakajima,  "we  may  see  free-moving  robots  working  in 
the  blood  vessels."  The  idea  of  tiny  mechanisms  navi- 
gating human  arteries  also  inspired  Hirokazu  Hotani, 
a  professor  at  Kyoto  University.  Backed  by  a  $10 
million  government  grant,  he  is  crafting  motors  just  50 
nanometers  in  length  that  move  by  means  of  "oars" 
constructed  from  bacterial  flagella.  Someday,  such  mo- 
tors could  drive  the  cooling  systems  for  biocom- 
pu-ers — machines  made  of  biological  cells. 

i:  i.:perior  components  characterize  today's  Japa- 
nese iii.iovation,  new  computer  systems  may  distin- 
guish tomorrow's.  In  the  early  1970s,  the  Ministry  of 
"  riier  national  Trade  &  Industry  (MITI)  targeted  comput- 
er;     the  auto  industry  of  the  information  age.  It  set 
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brain  skills,  such  as  spotting  a  familiar  face  on  a 
Tokyo  subway  platform  or  making  educated  guesses 
from  pieces  of  contradictory  information. 

To  change  this,  the  Japanese  are  embracing  so-called 
artificial  neural  networks.  These  are  modeled  on  theo- 
ries of  how  the  brain  tackles  problems,  using  thou- 
sands or  millions  of  neurons  working  in  parallel.  This 
fall,  Fujitsu  will  unveil  a  prototype  of  the  most  ambi- 
tious neurocomputer  yet.  Built  around  256  parallel- 
processing  chips,  it  will  pack  the  punch  of  a  Cray  into 
a  machine  tailored  for  analyzing  images  and  sounds, 
drawing  best-guess  conclusions  from  incomplete  data, 
and  learning  from  experience. 

Even  primitive  neuronet  systems  are  turning  in  tan- 
talizing results.  In  collaboration  with  Nikko  Securities 
Co.,  Fujitsu  is  developing  one  that  rates  corporate 
bonds.  In  one  test,  after  cutting  its  teeth  on  20  compa- 
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SOLAR  ENERGY  PROJECT  1974- 

Part  of  the  "Sunshine  Project."  Goal  is  to  raise  perforniance 
and  lower  cost  of  solar  cells 


nies  whose  ratings  were  known,  the  neuronet  was  told 
to  rate  20  others.  It  scored  better  than  90%.  Similar 
networks  enable  a  prototype  robot  vehicle  to  navigate 
unfamiliar  terrain  at  18  mph. 

Such  feats  have  whetted  the  government's  appetite. 
Although  MITl's  massive  Fifth  Generation  Project, 
launched  in  1982,  has  yet  to  deliver  on  a  system  that 
can  be  operated  using  human  language,  the  govern- 
ment is  plunging  into  a  successor  project.  The  guide- 
lines and  budget  are  still 
unclear.  But  officials  say 
a  sixth  generation  proj- 
ect is  likely  to  rely  on 
lightning-fast  optic 
switches,  operating  in 
parallel,  to  escape  the 
constraints  of  conven- 
tional computing. 

The  catchphrase  for 
this  new  approach  is 
"soft  logic" — a  machine 
with  both  left-brain  and 
right-brain  skills.  No  one 
is  sure  how  to  achieve 
this,  concedes  Nobuyuki 
Otsu,  chief  of  the  mathe- 
matical informatics  sec- 
tion at  MITl's  Electro- 
technical  Laboratory 
(ETL).  "We  have  started 
with  a  blank  canvas. 
That  means  we  have  to 
be  very  careful  to  block 
out  the  perspective  and 
compose  a  clear  vision  of 
the  future." 

Whatever  direction 
soft  logic  takes,  optoelec- 
tronics seems  sure  to 
play  an  important  role. 
Once  again,  this  technol- 
ogy was  pioneered  by 
the  Americans  and  Euro- 
peans. But  Japanese 
companies,  with  Tokyo's 
backing,  have  refined 
the  theories,  improved 
the  tools  and  production 
techniques,  and  set  a 
blistering  pace  in  innova- 
tion in  lasers,  hologra- 
phy, and  fiber  optics. 

Take  semiconductor  la- 
sers. Before  1976,  Japan  barely  dabbled  with  these  so- 
called  laser  diodes.  But  when  their  value  as  compo- 
nents in  compact-disk  players  became  clear,  Sony, 
Sharp,  NTT,  Hitachi,  and  a  half-dozen  others  began 
pumping  up  research  budgets.  Last  year,  these  compa- 
nies produced  $220  million  worth  of  such  devices,  used 
in  fiber-optic  communications  systems  as  well  as  com- 
pact-disk players.  Now,  they  are  improving  laser  di- 
odes and  production  yields,  while  trimming  prices  to 
open  new  markets.  In  1984,  such  diodes  for  CD  players 
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cost  $21  each.  Next  year,  Sony  expects  to  sell  them  for 
about  $1. 

Japan's  laser  fever  points  up  another  trend  that 
many  Westerners  find  worrying:  In  the  Japanese  drive 
to  build  ever-better  products  at  lower  cost,  they  have 
been  accumulating  expertise  that  can  be  transferred  to 
the  upscale  products  that  many  U.  S.  corporations  de- 
pend on  for  most  of  their  profits.  In  optoelectronics, 
for  example,  Japan  has  roughly  2,000  specialists  in 
  corporate  laboratories 


MITrS  THRUST  IN  NEW 
TECHNOLOGIES 


japan's  Ministry  of  International  Trade  &  Industry  currently  funds  scores 
of  R&D  projects  in  corporations,  institutes,  and  universities.  Here  are 
some  major  MITI  efforts  in  cutting-edge  technology. 

^raject  DiiriliM  Fimdiiij* 

Millions 

SYSTEMS  FOR  UNMANNED  SPACE  EXPERIMENTS  1986-93 

Goal  is  to  buiW  equipment  for  experiments  in  unmanned  satellites 


$34 


1988-97 


$33 


SUPERCONDUCTORS 

Actually  two  separate  projects,  one  for  materials  and 
devices,  the  other  for  electric-power  generation 

5th  GENERATION  PROJECT  1982-92  $45 

Most  ambitious  of  several  next-generation  computing  projects.  Goal  is  to 
develop  a  parallel-processing  computer  using  natural  language  software 


$47 


FUEL-CELL  POWER  GENERATION  1981-95 

Part  of  the  so-called  "Moonlight  Project"  for  nonsolar  energy  research. 
Goal  is  to  develop  fuel-cell  power  generating  devices  with  efficiency 
of  40%  to  60%.  Lootcing  at  methanol  and  natural  gas  as  fuels 


$20 


ADVANCED  MATERIAL  PROCESSING  AND  MACHINING 

Studying  excimer  laser  and  ion  beam  processing 

FINE  CHEMICALS  FROM  MARINE  ORGANISMS 

Production  of  pigments,  moisturizers,  and  coating 
materials  from  underwater  resources 


SUPER/HYPERSONIC  TRANSPORT  PROPULSION  1989-96 

To  develop  combined-cycle  engine,  incorporating  both  "ramjet"  and 
high-performance  turbojet,  for  superfast  plane  that  can  fly  from  New  York 
to  Tokyo  in  three  hours 


$6 


HIGH-PERFORMANCE  MATERIALS  FOR  ENVIRONMENT  1989-96 

To  develop  carbon  composites,  intermetaHic  compounds, 
and  fiber-reinforced  intermetaHic  compounds  for  use  in  space  planes 

NONLINEAR  PHOTONICS  MATERIALS  1989-98  $3 

In  today's  fiber-optic  communkations,  light  must  be  converted  into  electrical 
signals  for  amplifying  and  switching.  Nonlinear  materials  offer  a  way  around 
that,  facilitating  optical  computers  and  remote  optical  communications 

*  For  fiscal  year  ending  Mar.  31.1991  DATA:  8W 


and  1,000  more  in  univer- 
sity and  government 
labs,  figures  Junichi  Shi- 
mada,  who  directs  a  la- 
ser research  effort  at  MI- 
Tl's ETL.  He  estimates 
that  companies  pump 
more  than  $100  million  a 
year  into  optoelectronics 
R&D — a  sum  nearly 
matched  by  MITI  and  the 
universities.  This  gives 
Japan  a  substantial  ad- 
vantage in  developing 
the  optical-disk  storage 
systems  that  are  used  in 
computers.  And  last 
year,  Shimada's  group  at 
ETL  developed  the 
world's  most  powerful 
excimer  laser  for  re- 
search in  laser  fusion, 
which  promises  to  create 
clean,  cheap  energy.  The 
excimer  laser  beam  is  fo- 
cused on  pellets  of  deu- 
terium and  tritium,  trig- 
gering a  fusion  reaction. 

The  unending  refine- 
ment of  production  tech- 
niques was  also  a  key  to 
the  Japanese  pharmaceu- 
tical industry's  develop- 
ment of  an  antibiotics 
cornucopia  bigger  than 
the  U.  S.  has.  "Many  of 
those  second-generation 
antibiotics  are  now  li- 
censed to  American  com- 
panies," says  Yasuhiro 
Takahashi,  president  of 
DATA:8w  Nippon  Centocor,  a  sub- 
sidiary of  Centocor  Inc. 
in  Malvern,  Pa.  "And  the  same  thing  could  happen  in 
biotechnology." 

In  fact,  it  is  already  starting.  In  the  early  1980s, 
food  and  liquor  giants  Ajinomoto  Co.  and  Kirin  Brew- 
ery Co.  licensed  gene-splicing  and  cell-fusion  tech- 
niques from  American  biotech  startups.  Next,  drawing 
on  long  experience  with  fermentation  for  making  sake 
and  soy  sauce,  they  began  producing  purer  amino  ac- 
ids as  additives  to  enrich  animal  feed.  They  then 
turned  to  pharmaceuticals.  In  1982,  Ajinomoto  became 
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^*T1  very  driver  has  his  own  dream  of 
w\  luxury,  and  most  don't  dare  dream 
Jj  this  high.  'World's  finest'  is  an 
elusive  crown  to  capture,  but  the  Lexus  ■ 
LS  400  is  definitely  in  the  running." 

Car  and  Driver,  September  1989 


"Our  auto  editors  practically  drooled  over 
the  car's  performance,  styling,  ride,  and 
comfort. " 

Popular  Science,  December  1989 


ff  You're  Lookm 

On  Lexus 


"Accelerates  like  a  train  (on  very  smooth 
rails)  all  the  way  to  its  top  speed." 

Road  &  Track,  September  1989 

"The  LS  400  is  a  pioneering  vehicle." 

Automobile  Magazine,  January  1989 

"There  are  countless  details  in  a  luxury 
sedan.  Lexus,  particularly,  seems  to  have 
lavished  attention  on  every  one  of  them." 

Car  and  Driver,  December  1989 


cturers  usually  require  years  to 
eir  cars  to  Lexus'  level  of  compe- 
id  almost  none  ever  gets  this  far." 
News  &  World  Report,  January  8,  1990 

;ht  not  be  able  to  hear  a  mighty 
r,  but  this  4.0-liter,  32-valve 
lowerplant  puts  out  250  horse- 
at  you  can  feel  from  the  bottom  to 
f  the  rev  range." 

Automobile  Magazine,  January  1990 


"These  guys  have  thought  of  everything." 

Road  &  Track,  September  1989 

"The  engine  is  as  tempting  as  sin.  It'll  push 
you  through  the  wind  with  an  ease  nor- 
mally reserved  for  things  with  wings." 

Car  and  Driver,  September  1989 

"The  1990  Lexus  LS  400  is  our  choice  for 
the  best  car  of  1989." 

Popular  Science,  December  1989 
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A  Second  Opinion 
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f  way  Toyota  can  improve  its  new 
)  400  is  by  figuring  out  how  the  car 
e  wake-up  calls  and  brew  fresh 

"M"  Magazine,  February  1990 

kable  engineering  achievement." 
Road  &  Track,  September  1989 

a  car  that  knows  its  business, 
the  mission  is  a  leisurely  cruise  or 
t  charge  up  a  mountain." 

Popular  Science,  December  1989 

loughtful,  beautifully  crafted  lux- 
n." 

Automobile  Magazine,  January  1989 

rd  I  bring  away  from  my  four- 
erience  with  the  Lexus  LS  400: 
ny.'" 

AutoWeek,  June  26,  1989 

•ansports  you  literally  and  figura- 
to  another  dimension.  The  car's 
ess  and  air  of  total  integration  is 
onder  and  a  delight." 

Car  and  Driver,  January  1990 


"The  LS  400  is  about  to  kick  some  serious 
tail  in  the  luxury-car  market." 

Automobile  Magazine,  January  1990 

"This  is  quite  possibly  the  smoothest,  most 
refined  driveline  that  isn't  on  the  drawing 
board." 

Motor  Trend,  August  1989 

"The  Lexus  LS400  is  an  exquisite  auto- 
mobile." 

U.S.  News  &  World  Report,  January  8,  1990 

"This  car  apphes  high  technology  in  a  most 
endearing  manner:  to  create  the  most 
nearly  perfect  sport  sedan  to  date." 

Popular  Science,  December  1989 

"Nothing  close  to  the  Lexus  flagship— in, 
price,  size  and  class— will  be  unaffected 
by  the  new  standards  the  LS  400  has  set." 

Automobile  Magazine,  January  1990 

The  Lexus  LS  400.  A  luxury  sedan  so 
rare  and  innovative  that  it's  inspired  some- 
thing equally  rare  in  the  automotive  indus- 
try: a  pubHc  display  of  affection.  For  more 
information,  caU  800-USA-LEXUS. 
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The  Relentless  Pursuit  Of  Perfection. 
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the  first  company  to  clone  the  Interleukin-2  protein, 
creating  an  anticancer  drug  that  it  has  Hcensed  to 
Hoffmann-La  Roche  Inc.  Similarly,  Eisai  Co.  is  now 
testing  an  improved  version  of  tpa,  a  drug  developed 
by  biotech  pioneer  Genentech  Inc.  to  treat  stroke  pa- 
tients. It's  the  Japanese  passion  for  production  perfec- 
tion, says  Isao  Karube,  professor  of  bioelectronics  at 
Tokyo  University,  that  "will  give  Japan  an  edge  in 
pharmaceuticals." 

Japan's  preoccupation  with  manufacturing  quality 
can  only  become  more  significant  as  science  and  tech- 
nology coalesce.  Deeply  rooted  in  the  Japanese  psyche, 
it  harks  back  to  the  venerated  craftsmanship  of  the 
eighth  century.  With  no  the- 
ory of  metallurgy,  Japan's 
swordsmiths  nevertheless 
produced  the  world's  finest 
blades,  through  painstaking, 
trial-and-error  development 
of  alloy  recipes  and  anneal- 
ing methods.  This  penchant 
for  experimentation  may  ex- 
plain why  Japan  has  devel- 
oped so  many  products  from 
technologies  that  languished 
elsewhere.  For  instance,  the 
piezoelectric  effect — a  prop- 
erty of  certain  crystals — was 
discovered  a  century  ago, 
but  it  remained  a  scientific 
curiosity  until  Seiko  Epson 
Corp.  applied  it  to  quartz 
watches  in  1969. 

To  build  on  their  manufac- 
turing edge,  Japanese  com- 
panies are  stockpiling  tech- 
niques for  factories  of  the 
future.  Take  robot  maker 
Fanuc  Ltd.,  Japan's  testbed 
for  "lights-out"  automa- 
tion— factories  that  operate 
after  workers  go  home.  Hav- 
ing mastered  24-hour  pro- 
duction, Fanuc  is  tackling 
unstaffed  weekend  operation.  The  first  trials,  set  for 
late  this  year,  will  involve  three  machine-tool  clusters 
served  by  robots  and  automated  guide  vehicles.  "If 
this  succeeds,"  says  President  Seiuemon  Inaba,  "we 
will  change  the  whole  machining  floor."  By  the  turn  of 
the  century,  Fanuc's  robot-production  facilities  could 
be  working  around  the  clock,  35.5  days  a  year  (with  10 
days  off  for  maintenance).  Today,  one  Fanuc  factory 
builds  300  robots  a  month  using  45  workers  and  10 
engineers.  "Ultim-'lely,"  Inaba  predicts,  "each  factory 
will  need  just  one  •  ngineer  to  oversee  the  operation." 

Growing  numbe  .■  of  Japan's  business  and  political 
leaders  believe  that  f  such  technology  is  sheltered  and 
iised  to  inundate  oiher  countries  with  low-price,  high- 
quality  exports,  the  international  reaction  will  be  se- 
'•'-ve.  In  hopes  of  averting  that,  MITI  last  year  proposed 
•■  s  .veeping  international  R&D  venture  to  meld  Japanese 


Robots  that  build  V(Rs:  An  automated  factory  in  Osaka 


manufacturing  prowess  with  American  inventive- 
ness and  European  internationalism.  The  goal:  to 
develop  smart  factories  for  the  21st  century  that 
would  run  themselves  and  build  products  to  order — 
from  requests  relayed  electronically.  Called  the  Intelli- 
gent Manufacturing  System  (IMS)  project,  the  idea  was 
such  a  departure  from  Japan's  normal  provincialism 
that  many  Westerners  scoffed.  But  MITI  has  budgeted 
$9  million  just  to  drum  up  support  for  IMS.  It  figures 
that  the  necessary  research,  to  be  parceled  out  to 
companies  and  universities  around  the  world,  would 
cost  $1  billion  over  10  years.  Japan's  government  and 
industry  would  foot  60%  of  the  bill  if  the  U.  S.  and 
Europe  come  up  with  20%  each. 
Skepticism  also  has  greeted  an  earlier  and  even 
grander  scheme,  the  $6.6  bil- 
lion Human  Frontier  Science 
Program,  which  former 
Prime  Minister  Yasuhiro  Na- 
kasone  unveiled  in  1987.  Its 
aim  is  to  reverse  the  world's 
increasing  reliance  on  pollut- 
ing, resource-depleting  tech- 
nologies. Instead,  the  project 
will  seek  ways  to  substitute 
biological  mechanisms  for 
energy-intensive  industrial 
and  agricultural  processes, 
fostering  a  bio-industrial 
revolution  more  in  harmony 
with  the  earth's  ecosystems. 
The  Human  Frontier  project 
has  been  slow  to  take  off, 
but  the  government's  sup- 
port for  it  this  year  is  about 
$21  million.  And  to  underline 
Japan's  noble  intentions,  the 
headquarters  has  been  shift- 
ed to  Strasbourg,  France. 

Still,  outsiders  continue  to 
doubt  that  Japan  can  make  a 
real  contribution  to  open  sci- 
ence. The  problem  is  that 
807'  of  its  research  is  concen- 
trated in  corporate  labs, 
which  Japanese  companies 
keep  private.  That's  also  why  Japanese  universities 
don't  measure  up  to  those  in  the  U.  S.:  Companies 
won't  fund  research  they  can't  protect,  and  Tokyo 
shoulders  less  than  half  as  much  of  the  research  bur- 
den as  Washington — 22%'  of  Japan's  $66  billion  in  out- 
lays for  science  and  technology  this  year.  Unless  this 
changes  significantly,  says  Tokai  University  Professor 
Hajime  Karatsu,  "basic  research  sponsored  by  the  pri- 
vate sector  will  remain  inaccessible  to  U.  S.  companies." 

Japan's  science  policymakers  unanimously  condemn 
this  state  of  affairs.  They  understand  that  Japan  has 
been  the  chief  beneficiary  of  free  and  open  science  in 
the  West,  and  they  see  their  country  as  vulnerable  politi- 
cally unless  it  decides  to  reciprocate.  That's  just  one  of 
the  dramas  that  will  be  played  out  over  the  next  decade 
as  Japan  strives  to  take  the  world  lead  in  innovation. 

By  Neil  Gross,  with  Otis  Port,  in  Tokyo 
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Recently,  the  Association  of 
3rmation  and  Image  Management 
IM),  together  with  Datapro 
iearch,  conducted  a  survey  of  over 
30  information  industry  profes- 
lals.  They  rated  FileNet  Number 
e  over  some  very  impressive 
npanies.  Companies  like  IBM, 
ng  and  Kodak. 

eNet  makes  imaging  work 

Maybe  they  were  impressed 
t  FileNet  systems  are  built  on  an 
m  architecture,  allowing  a  variety 
computers  to  access  and  store 
iges,  data  and  text  of  any  type  on 
ileNet  system. 

Or  perhaps  it  was  FileNet's 


WorkFlo*  family  of  application  soft- 
ware, the  key  to  automating  busi- 
ness applications  that  manage  and 
process  large  volumes  of  incoming 
documents  and  files. 

Most  likely,  it  was  because 
FileNet  has  the  best  track  record 
of  successful  production  instal- 
lations of  any  image  processing 
company  in  the  world.  In  fact, 
FileNet  customers  recently  received 
four  out  of  eight  BIS/CAP  awards 
for  imaging  excellence . . .  including 
first  place  for  American  Airlines. 

If  you're  interested  in  image 
processing,  shouldn't  you  talk  to  the 
imaging  company  with  the  most 
satisfied  customers? 


Free  report 

Conduct  some  research  of 
your  own.  For  the  story  behind  the 
AIIM/Datapro  survey,  call  or  write 
FileNet  Corporation,  3565  Harbor 
Blvd.,  Costa  Mesa,  CA  92626, 
714-966-3900. 
In  today's  com- 
petitive  envi- 
ronment, you 

can't  afford  to   

overlook  the  bene-  '*^' 
fits  imaging  can  bring 
to  your  business. 

FileNet 

First  in  image  processing. 


et  and  WorkFlo  are  registered  trademarks  of  FileNet  Corporation 
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Barbara  Qiampney 

Author  oj  "A  Ten  Minute  Guide 
Jo  A  More  Productive  Office' 

Think  about  some 
of  the  presentations 
that  you  make  or  that 
take  place  in  your 
office.  How  many 
times  have  you  sat 
through  a  barrage  of 
black  and  white 
charts  and 
graphs  ready  to 
fall  asleep?  Well, 
more  and  more 
people  are  start- 
ing to  realize  the 
value  of  color  in 
business.  In  fact, 
in  a  recent  study 
by  an  indepen- 
dent research 


organization,  it  has 
been  documented 
that  there  is  an  82% 
higher  attention  span 
in  presentations  that 
use  color. 

A  major  advantage 
to  employing  a  color 
copier  is  not  only  a 
higher  attention  span 
but  also  higher  reten- 
tion after  a  meeting 
is  over  Red,  blue, 
green  or  brown  in 
a  graph  can  com- 
municate far  more 
clearly  than  ordinary 
shades  of  gray  And 


after  a  presentation, 
those  graphs  can  be 
copied  for  handouts 
or  reference  material. 
Besides  graphs  and 
charts,  color  can 
be  used  to  increase 
the  effectiveness  of 
bulletins,  memos  or 
headings  in  reports. 

Of  course,  a  flashy 
presentation  can't 
take  the  place  of  a 
great  idea.  But  when 
you  do  have  a  fresh 
idea,  a  great  presen- 
tation will  always 
make  it  better 


One  way  in  which  you  can  add  color  to  your  pre-  and  enlargements  are  simple, 
sentations  is  to  employ  the  Minolta  EP  4230  For  more  information  on  the  EP  4230  and  a  free 

copier  With  these  effort  and  money  saving  features  copy  of  Barbara  Champney's  'A  Ten  Minute  Guide  To 
you  can  enhance  your  office  performance  and        A  More  Productive  Office,"  call  1-800-USA-DIAL, 
productivity:  Ext.  777. 

•  Simul-Color  III'"  produces  three-color  copies  three 
times  faster  than  any  other  machines.  Black 
two  colors  from  red,  blue,  brown  or  green 
used  in  three  sections  of  the  original. 

•  Quick  erase  allows  deletion  of  an 
image  from  one  of  three  sections  of 
the  original. 

•  Job  programming  simplifies  time 
consuming  jobs  by  programming 
three  copying  sequences.  And  the 
Intelligent  Commander  allows 
greater  programmability  through 
the  use  ofareusabfe  card. 

•  Automatic  dupfexing  makes  two- 
sided  copies  from  two-sided  origi- 
nals or  two  originals.  With  a  COLOR  COPIERS  

50-200%  zoom  lens,  reductions        only  from  the  mind  of  Minolta  MINOLTA 


A  Shopping  Spree  In  The  U.S 


JAPAN  STILL  HAS  A  VORACIOUS  APPETITE 
FOR  TECHNOLOGY  INVENTED  OVERSEAS 

/taru  Watanabe  is  often  called  the  grandfather  of 
Japanese  biotechnology.  But  the  73-year-old  molec- 
ular biologist,  now  professor  emeritus  at  Keio  Uni- 
versity, is  also  an  outspoken  critic  of  Japan's  scientific 
Establishment.  "These  [Japanese]  companies  are  full 
of  confidence,  but  what  have  they  actually  created?" 
he  asks.  "They'd  be  helpless  without  a  steady  stream 
of  technical  papers  from  the  U.  S." 

That  has  often  been  true  of  Japan.  At  the  heart  of 
its  stunning  success  is  a  voracious  appetite  for  re- 
search and  technology  from  overseas — the  same  strat- 
egy America  used  when  Europe  was  preeminent  early 
in  this  century.  Japan's  scientists  religiously  attend 
academic  conferences  in  the  U.  S.  and  meticulously 
study  and  translate  research  papers.  Others  tour  U.  S. 
laboratories,  factories,  and  semiconductor  plants  to 
glean  the  best  ideas.  And  with  increasing  frequency, 
the  Japanese  are  setting  up  labs  in  the  U.  S.  and  spon- 
soring university  research.  In  April,  for  example,  Hita- 


chi Chemical  Co.  opened  a  $20  million  facility  at  the 
University  of  California  at  Irvine  to  conduct  research 
in  biochemistry  and  bioelectronics. 

What's  more,  in  the  past  few  years  Japan's  corpo- 
rate giants  have  been  on  a  buying  spree  in  the  U.  S. — 
investing  in  startups,  signing  joint  ventures,  and  li- 
censing new  technologies.  Japan's  minority  invest- 
ments in  U.  S.  companies  grew  from  40  deals  in  1988 
worth  $166  million  to  some  60  deals  last  year  worth  an 
estimated  $350  million,  according  to  Venture  Econom- 
ics Inc.  in  Needham,  Mass.  It  says  such  investments 
should  easily  top  $400  million  in  1990. 

That  doesn't  include  a  growing  number  of  outright 
acquisitions.  In  September,  Chugai  Pharmaceutical  Co. 
paid  $110  million  for  Gen-Probe  Inc.,  a  six-year-old  San 
Diego  company  developing  test  kits  for  detection  of 
cancer  and  viral  infections.  Last  October,  the  Osaka 
pharmaceutical  company  Fujisawa  purchased  generic 
drug  maker  Lyphomed  in  Rosemont,  111.,  for  $850  mil- 
lion. And  in  April,  two  Hitachi  affiliates  acquired  com- 
puter-printer maker  Dataproducts  Corp.  in  Woodland 
Hills,  Calif.,  for  $160  million. 

The  Japanese  are  on  the  prowl  for  a  lot  more  deals 
in  such  fields  as  biotech,  high-speed  microprocessors. 
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AT&T 


They  may  copy  our  Definity  system,  but  they  can't  copy  what's  behind  it. 


The  AT&T  Definity* 
Conimunicatit  )ns  System 

a\' id  following 

MfclBSj 

^Hm^   since  its  dehut 

//  all  hc}j(i)! 

n^h!  hm-      just  a  \'ear  ago . 
Customers  study  its  ability 
to  grow,  to  end  obsoles- 
cence, and  to  protect  criti- 
cal telecom  investments. 
Competitors  just  study  it. 

Our  secret?  People. 

The  m(  )dular  Dkfi.mt^'  sys- 
tem is  an  ( )ffspring  ( )f 
AT&T  Bell  Laboratories, 

born  of  the 
k'^  brightest,  most 


innovatiN  C  R&D 
minds  in  the 
entire  W(  )rld. 
Behind  each 
system  stands 
the  largest  sup- 
port battalion  iii  our  industr\'— 
■  )ver  1 3,000  experts  in 
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Up  inside  the  Definite' 
s\-stem.  Often,  they're  the 
only  help  you'll  need. 

But  what  if... Wizards 
at  our  Remote  Maintenance 
and  Testing  Ser\ice  torture 
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Ihinkina 
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Serx'ice,  AT&T  Credit  Corpora- 
tion, and  other  specialties. 

We  never  sleep.  .\Ian\-  of 
our  people  work  through  the 
night,  e\  ery  night.  \Xe  staff  a 
24-Hour  customer  hot 
line  to  connect  you 
with  folks  who  grew 


Definite'  software,  fixing 
things  that  you  didn't  e\'en 
know  needed  fixing. 

The  people  behind 
our  DEFiNni'  system  make 
it  superior  They  also 
guarantee  that  it  can 
never  be  duplicated. 
To  learn  more,  contact  your 
AT&T  Account  Executi\'e  or  call 
us  at  1  800  24^-12 12,  Ext.  362. 


AT&T 

The  right  choice. 
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ind  advanced  graphics  workstations.  Genta  Inc.,  a 
promising  biotechnology  company,  opened  its  doors 
jarly  last  year  in  San  Diego.  Within  six  months,  poten- 
tial investors  from  15  Japanese  corporations  had 
looked  at  Genta's  technology,  which  could  help  short- 
circuit  disease-causing  genes.  "Of  all  the  companies 
A'e've  talked  to  in  the  past  12  months,  half  have  been 
Japanese,"  says  Genta  CEO  Thomas  H.  Adams.  Chugai 
low  has  a  $1  million  stake  in  the  company,  and  Adams 
s  seeking  other  Japanese  investors. 

How  big  a  threat  all  this  poses  to  U.  S.  competitive- 
ness is  a  matter  of  debate.  If  Japan's  economic  weapon 
>f  choice  in  the  1970s  and  '80s  was  trade,  "in  the  1990s, 
t's  going  to  be  investment-cum-technology-transfer," 
ivarns  Andrew  Grove,  president  of  Intel  Corp.  Many 
experts  argue  that  Japanese  companies  will  eventually 
;ake  the  lead  in  personal  computers,  ceramics,  and 
3iotech  as  they  already  have  in  semiconductors,  con- 
sumer electrorics,  and  machine  tools.  "You're  going  to 

see  more  and  more  of   

;hese  transnational  ar- 
-angements,"  says  Wilfred 
3orrigan,  founder  and  CEO 
)f  LSI  Logic  and  chairman 
)f  the  Semiconductor  In- 
iustry  Assn.  "They  will 
lave  to  be  monitored  more 
closely  so  you  don't  have 
;he  vampire  effect:  Japa- 
nese companies  coming  in 
md  sucking  the  blood  out 
)f  U.  S.  companies." 

Yet  many  U.  S.  compa- 
nies have  willingly  turned 
:o  Japan  for  much-needed 
capital,  as  Wall  Street's 
enthusiasm  for  high  tech 

nas  cooled.  Even  in  growth  sectors  such  as  biotech, 
U.  S.  venture  capitalists  have  become  impatient  with 
^'ears  of  development  and  slow  government  approvals 
in  drugs  before  returns  are  realized.  "We're  playing  a 
long-term  game  with  short-term  rules,  and  that's  a 
competitive  advantage  for  our  Japanese  friends,"  says 
a.  Steven  Burrill,  a  consultant  with  Ernst  &  Young  in 
5an  Francisco.  Indeed,  more  than  90  of  the  100  ven- 
ture-backed U.  S.  companies  surveyed  by  Venture  Eco- 
nomics last  year  expressed  an  interest  in  selling  a 
stake  to  a  Japanese  company. 

Such  relationships  can  bring  big  advantages.  The 
Japanese  "are  willing  to  do  almost  anything  to  ensure 
they  have  an  opportunity  to  participate,"  says  Law- 
rence J.  Botticelli,  vice-president  for  business  develop- 
ment at  Isis  Pharmaceutical,  a  biotech  company  in 
Carlsbad,  Calif.  That  includes  sticking  with  the  compa- 
ny when  times  are  tough.  "When  they  give  you  a  time 
line"  for  a  company's  progress,  "it's  engraved  in 
stone,"  says  Genta's  Adams.  "If  they  fall  behind, 
they'll  put  on  additional  resources." 

The  Japanese  also  agree  to  terms  that  are  palatable 
to  fledgling  companies.  In  fast-moving  technologies, 
products  often  have  to  be  released  globally.  Many 


U.  S.  startups  have  been  able  to  get  cash  and  take 
advantage  of  Japan's  muscle  in  East  Asia  for  a 
relatively  low  price:  marketing  rights  for  Asia.  "The 
Japanese  are  willing  to  draw  territorial  lines  that  small 
American  companies  love,"  says  San  Diego  venture 
capitalist  Howard  E.  Greene.  Increasingly,  in  fact, 
U.  S.  companies  want  deals  that  don't  cost  them  their 
family  jewels.  "You  don't  sell  your  technology,"  says 
David  Pritchard,  managing  director  of  business  devel- 
opment at  San  Diego's  Molecular  Biosystems  Inc. 
"You  'lease'  it." 

Besides  its  acquisitions  and  licensing  deals,  Japan  is 
sinking  deeper  roots  into  the  U.  S.  R&D  Establishment. 
Hundreds  of  Japanese  scientists  work  in  American 
labs  on  exchange  programs.  More  important,  Japan's 
large  companies  are  setting  up  R&D  centers  in  the  U.  S. 
The  objective  is  to  internationalize  research  and  utilize 
the  talents  of  U.  S.  academic  scientists.  For  instance, 
Kobe  Steel  Ltd.  announced  last  fall  it  would  open  a 
research  center  near  Stanford  University.  And  in  May, 
NEC  Corp.  dedicated  a  $25  million  artificial-intelligence 

lab  in  Princeton,  N.  J. 


THE  JAPANESE  ARE  BUYING 
INTO  U.S.  TECHNOLOGY 


Investor  company 

U.S.  company 
Product 

Ownership 

Percent 

Cost 

Millions 

HITACHI  KOKI  CO. 
NISSEISANGYOCO. 

Dataproducts  Corp. 

(Computer  printers) 

tOO.0% 

$160 

CHUGAI 

PHARMACEUTICAL 

Gen-Probe 

(Biotech) 

too.o 

tio 

FU|ISAWA 
PHARMACEUTICAL 

Lyphomed 

(Drugs) 

100.0 

850 

NKKCORP. 

Silicon  Graphics 

(3-D  worl<stations) 

4.8 

35 

NIKON 

Electro-Scan  4.5 

(Electron  microscopes) 

1 

Access  to  technology  is 
a  key  issue.  At  Hitachi 
Chemical's  new  biotech  lab 
at  the  University  of  Cali- 
fornia's Irvine  campus, 
patents  will  be  jointly  held 
with  the  university  for 
those  experiments  done 
with  regular  faculty.  Hita- 
chi Chemical  will  get  sole 
patents,  however,  on  re- 
search conducted  by  Ir- 
vine's adjunct  professors. 

Japan  has  little  choice 
but  to  go  to  America  for 
new  technology  in  such 
fields  as  gene  research  and 
computer  architectures.  Despite  the  rise  of  Japanese 
electronics  companies,  young  inventors  are  still  expect- 
ed to  toil  away  while  senior  researchers  get  the  credit. 
And  the  domestic  education  system  remains  based  on 
rote  learning.  "[Japan]  hasn't  put  much  back  into  the 
collective  pool,"  says  biochemist  Watanabe.  And  he 
adds  that,  in  tackling  new  research  targets,  "Japan  is 
still  not  starting  with  basic  science." 

Even  in  semiconductors,  detractors  say,  Japan  still 
depends  on  work  done  in  the  U.  S.  While  the  Japanese 
have  been  innovators  in  optoelectronics  and  magnetic 
media,  says  one  Tokyo-based  American  semiconductor 
executive,  they  haven't  made  the  same  leaps  of  imagi- 
nation in  chips.  "At  conferences  all  over  the  world,  the 
Japanese  proudly  present  their  research,"  he  says. 
"But  American  engineers  are  rarely  blown  away." 

As  long  as  that  is  true,  Japan  will  tap  into  U.  S. 
technology.  While  that  may  rile  many  who  fear  that 
the  U.  S.  is  selling  off  its  future,  things  could  always 
be  worse:  What  if  the  Japanese  were  so  good  they 
didn't  even  need  the  U.  S.? 

By  Barbara  Buell  in  San  Francisco,  with  Neil  Gross  in 
Tokyo,  Larry  Armstrong  in  Los  Angeles,  and  Gary  McWil- 
liams  in  Boston 
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Innovation  LQKD  NtLSUN  AND  MlUlf 

Trafalgar,  1805,  the  battle  that  was  to  leaa 


■i 


the  eventual  undoing  of  Napoleon,  was  won  N 
cause  Admiral  Horatio  Nelson  had  a  secret  weai  < 
signal  flags. 

The  technique  of  communicating  over  long  (M^- 
tances  by  coded  flags  had  only  recently  been  invents 
by  the  Royal  Navy  It  revolutionized  naval  warfare. 

The  system  enabled  the  British  ships  to  covi 
vast  expanses  of  ocean,  looking  for  the  enemy  whi 
remaining  in  close  contact  with  the  fleet  command'  tfy 
It  also  allowed  tactical  flexibility  once  battle  had  be? 
joined.  Other  navies  were  bound  by  rigid  battle  plai 


The  Battle  of  Trafalgar  by  Clarkson  Stanfleld,  1836  Tfie  Institute  of  Directors,  London 


t  broadside.  They  were  confounded  by  the  British 
j  their  talking  flags. 

The  result  of  Trafalgar  and  in  large  part  this 
Timunications  system,  was  that  Britain  enjoyed 
disputed  rule  of  the  seas  and  over  a  century  of 
itive  peace;  a  Pax  Britannica. 
In  modern  warfare,  command,  control,  and  com- 
inication  are  as  decisive  factors  as  they  were  two 
ituhes  ago  and  even  more  complex.  History  is  pep- 
ed  with  anecdotes  of  communication  breakdowns 
jing  to  fiasco.  It  has  been  called  the  fog  of  war 
This  is  why  Milstar,  the  most  comprehensive, 
vivable,  and  secure  communications  system  ever 


that  make  up  the  Milstar  constellation  will  be  able  to 
keep  all  commands  of  our  forces  around  the  globe 
in  constant  touch,  from  the  President  down  to  pla- 
toon leaders,  regardless  of  the  situation.  And  it  will 
allow  the  Commander  in  Chief  to  make  timely  well- 
informed  decisions. 

What  Nelson's  signal  flags  did  for  Britain  two 
centuries  ago,  helping  to  insure  a  century  of  peace, 
Milstar  can  do  for  the  West  And  that  is,  after  all,  the 
object  of  defense. 

^^^Lockheed 

Giving  shape  to  imagination 
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SCIEN  TIS  TS 


THE  PERFECT  FIELD  FOR  A 
FREEWHEELING  SCIENTIST 

MakotD  Kikuchi  grew  up  with  the  semicanductar  in  Japan 


■  ^akoto  Kikuchi  will  never 
forget  the  summer  of  1948. 
m  m  Japan's  economy  was  in  a 
shambles,  but  Kikuchi.  who  had 
just  graduated  in  physics  from  To- 
kyo University,  landed  a  good  job 
at  the  Ministry  of  International 
Trade  &  Industrv^'s  Electrotechni- 
cal  Laboraton-  lETL).  Shortly  after 
he  arrived,  his  boss,  Michio  Ha- 
loyama,  rushed  into  the  lab  wav- 
ing a  copy  of  Xeivsweek.  With 
mounting  excitement,  Kikuchi 
read  for  the  first  time  about  the 
invention  of  the  transistor  at  AT&T 
RtU  Laboratories. 

Hatoyama  immediately  launched 
a  I  ro.jfram  to  look  into  this  strange 
ne  device — and  picked  Kikuchi  as 
his  associate.  Elated  by  the  honor, 
"I  jumped  into  the  field  with  both 
feet,"  recalls  Kikuchi.  Semiconduc- 


tor technology  was  an  ideal  arena 
for  a  freewheeling  young  scientist, 
because  it  liberated  Kikuchi  from 
Japan's  stifling  seniority  system. 
In  semiconductors,  everj'one  in  Ja- 
pan was  a  beginner,  so  '"under- 
lings could  argue  and  debate  with 
their  bosses  almost  as  equals." 

Even  after  the  tables  were 
turned,  he  felt  the  same.  By  1970, 
he  was  a  senior  manager  at 
ETL — and  growing  increasing- 
ly irritated  because  the  lab's  ^ 
younger  scientists  shrank  ^ 
from  challenging  his  ideas.  "I 
didn't   like  that,"   says  Kikuchi. 
"It's  important  to  keep  your  mind 
young."  So  in  1974,  he  launched  a 
second  career,  joining  Sony  Corp. 
as  director  of  its  research  center. 

Kikuchi's  first  decision  at  Sony 
was  to  beef  up  materials  science. 


Kikuchi  likes  challenge  from  underlings: 
'It's  important  to  keep  your  mind  young' 

"New  materials,"  he  explains, 
"are  where  we  will  find  the  seeds 
for  the  next  breakthrough."  His 
emphasis  on  materials  turned 
around  Sony's  flagging  program 
to  develop  a  charge-coupled  device 
for  capturing  images  with  \ndeo 
cameras.  It  also  led  to  an  efficient 
way  of  producing  the  laser  diodes 
that  made  compact-disk  players 
possible. 

Kikuchi  learned  the  importance 
of  new  materials  through  bitter 
experience.  In  1960,  during  a  year 
of  study  at  Massachusetts  Insti- 
tute of  Technologj-,  he  stumbled 
across  a  paper  describing  how  a 
semiconductor  could  be  induced  to 
oscillate  in  a  magnetic  field.  He 
figured  that  it  should  be  possible 
to  get  oscillation  without  a  mag- 
netic field  and  sent  word  back  to 
Japan  describing  what  he  w^anted 
done.  It  worked.  "It  was  a  new 
discover\\  Unfortunately,  my  the- 
ory [as  to  why  it  worked]  was  not 
correct,"  and  the  invention  ne\'tr 
became  commercially  significant. 
But  in  1963,  building  on  Kikuchi's 
work,  IBM  scientist  John  B.  Gunn 
used  a  new  material,  gallium  arse- 
nide, and  discovered  the  basic  prin- 
ciple of  microwave  communica- 
tions: semiconductor  oscillations  in 
the  microwave  frequency'  range. 

Last  year,  Kikuchi  retired  from 
Sony  to  become  a  professor  of 
electronics  at  Tokai  University.  In 
a  sense,  he  has  come  full  circle.  At 
ETL,  "he  was  always  bringing  in 
university  students  as  re- 
search assistants,  who  later 
would  go  off  to  some  compa- 
ny," recalls  Nick  Holonyak,  an 
electrical  engineering  professor  at 
the  University  of  Illinois  who 
worked  with  Kikuchi  at  ETL  in  the 
late  1950s.  "He  trained  a  lot  of 
Japan's  top  scientists."  And  he 
isn't  finished  yet. 

By  Otis  Port  in  Tokyo 
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Gordie  Howe.  Cardmember  since  1965. 
Wayne  Gretzky  Cardmember  since  1984. 


Membership 
Has  Its  Privileges? 


Don't  leave  home  without  it! 

Call  I-800-THE  CARD  to  apply. 


Wasn't  the  future  wonderful? 
And  didn't  it  seenn 
like  only  yesterday  that 
Utopia  would  arrive 
right  on  schedule? 
Today,  many  companies 
are  calling  themselves  the 
future  of  networking. 
Reveal  i  ngly, 
they  make  no  reference 
to  the  past.  Or  the  present. 
At  Novell,  our 
networking  software  is  already 
in  its  eighth  generation, 
while  many  other 
companies  have  yet  to  give 
birth.  And,  unlike  other 
companies,  all  we 
do  IS  Network  Computing. 
It's  what  we're  good  at. 

It's  who  we  are. 
No  one  networks  more 
computers  than  Novell. 

Which  is  something 
you  should  know  about. 
Considering  our  past. 
And  your  future. 


The    Past.    Present,   and  Future 
of   Network  Computing. 


APPARENTLY,  THE  FUTURE  |S 


RUNNING  A  LITTLE  LATE. 


SciEMTISTS 


'BIOCHIPS*: 

LIFE  MIMICS  ELECTRONICS 

Isao  Karube's  lab  aims  for  cells  that  can  be  prDgrammed 


/n  elementary  school  in  a  To- 
kyo suburb,  Isao  Karube 
dreamed  of  becoming  a  ship's 
captain.  After  high  school,  he  en- 
rolled in  the  Tokyo  Univer- 
sity of  Fisheries.  But  his 
career  was  very  short.  The 
reason:  seasickness.  "My 
first  day  on  the  open  sea 
was  also  my  last,"  he  re- 
calls wistfully. 

Today,  48-year-old  Kar- 
ube is  one  of  Japan's  most 
prolific  scientists.  At  Tokyo 
University's  Research  Cen- 
ter for  Advanced  Science  & 
Technology,  he  heads  one 
of  the  world's  largest  lab- 
oratories pursuing  bioelec- 
tronics,  a  new  science  that 
combines  semiconductor 
fabrication  techniques  and 
biochemistry  to  produce 
novel  electronic  devices  and 
sensors  from  living  organ- 
isms. The  ultimate  goal: 
biochips,  in  which  organic 
molecules  will  be  made  to 
mimic  the  electronic  circuit- 
ry in  computers. 

"The  work  is  very  far- 
reaching,"   says  Jonathan 
Cooper,  a  biochemist  at 
Britain's    University  of 
Newcastle-upon-Tyne,  who 
recently  worked  in  Karube's  lab. 
To  make  a  sensor  that  warns  of 
certain  toxic  chemicals,  for  exam- 
ple, one  team  cloned  the  gene  for 
the  enzyme  that  makes  a  firefly 
glov-',  implanting  it  in  a  microor- 
ganism. Photodetectors  monitor 
the  light-emitting  bacteria,  which 
weaken  in  the  presence  of  toxins. 

Mo^5t  of  Japan's  cutting-edge 
Rev!)  .oday  is  done  in  companies, 
but  K,;.rube  has  built  a  flourishing 
universii  j -based  empire.  His  team 
of  44  stati'  and  graduate  students 
is  tackling  a  sU-.ggering  array  of 


projects.  One  group  has  linked 
neural-network  computers  and  an 
array  of  10  membrane-based  sen- 
sors that  detect  odors.  The  result: 


Karube's  sweat  sensor  monitors  a  driver's  heart  rate  and  alertness 

an  experimental  machine  that  can 
be   programmed   to   test  per- 
fumes— or  sniff  out  hidden  explo- 
sives or  cocaine.  Another  team  is 
crafting  ultrathin  sensors  that 
doctors  will  someday  be  able 
to  insert  directly  into  a  pa- 
tient's brain  to  test  for  chemical 
compounds.  Others  are  working  on 
artificial  photosynthesis. 

Karube  acknowledges  that 
Americans  did  the  trailblazing. 
Thirty  years  ago,  Leland  C.  Clark 
of  the  Children's  Hospital  Re- 
search  Foundation   in  Cincinnati 


developed  the  world's  first  sensors 
used  to  measure  oxygen  and  glu- 
cose in  the  blood.  But  they  re- 
quired removing  blood  by  syringe, 
and  the  test  took  half  an  hour. 
Karube's  researchers  made  the 
sensors  the  size  of  sewing  needles, 
so  the  test  could  be  done  quickly 
in  the  bloodstream.  The  first  com- 
mercial application  is  a  glucose  an- 
alyser for  diabetics,  developed 
with  Fuji  Electric  Co. 

Karube  maintains  close 
ties  with  industry.  Seven- 
teen of  his  researchers  are 
on  loan  from  corporate 
labs.  For  example,  a  long 
collaboration  with  auto- 
parts  giant  Nippondenso 
Co.  yielded  a  wrist-watch- 
like sweat  sensor  that  mon- 
itors a  driver's  heart  rate 
and  general  alertness.  An- 
other project,  with  a  major 
food  distributor,  resulted  in 
sensors  to  test  the  fresh- 
ness of  fish. 

Karube's  influence 
doesn't  stop  at  the  lab 
door.  He  advises  the  Japa- 
nese government  on  half  a 
dozen  research  projects  in 
biotechnology.   They  in- 
clude a  $10  million  project 
in  artificial  membranes,  an- 
other in  waste-water  dis- 
posal, and  one  that  will 
screen  algae  from  all  over 
the  world  in  search  of  mi- 
croorganisms that  absorb  j| 
ozone-depleting  gases. 
Although  the  technology  ' 
of  biosensors  and  biochips  is  still  . 
in  its  infancy,  Karube  believes  it 
will  have  a  major  impact  in  the 
21st  century.  Someday,  he  pre- 
dicts, the  synthesis  of  molecu-  , 
lar  biology  and  microelectron- 
ics    will     enable  direct 
communication  between  com- 
puters and  the  human  brain.  That 
goal  will  undoubtedly  keep  him 
running  breathless  for  a  long  time. 
"I'd  still  like  to  be  a  sailor,"  says 
the  professor,  "but  there's  plenty 
to  be  done  on  dry  land." 

By  Neil  Gross  in  Tokyo 
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Canon  Introduces  Laser  Class™ 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  fax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  with  expanding  needs. 

Like  the  memory  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memory  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

The  L770  uses  a  laser  process  to  print 
incoming  images  on  plain  paper 

This  means  your 
faxes  will  look  better, 
will  last  longer,  and 
won't  curl  or  fade  like 
thennal  paper  faxes.  And  you  won't  have  to 
copy  them  before  filing.  Laser  printing  means 
they're  consistently  faithful  to  the  original. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image. 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer,  without  the  fuzzy  edges 
that  can  make  reading 


And  with  Canon's  UHQ  imaging  technology, 
the  images  you  send  are  better,  too. 

Even  combinations  of  small  type 
and  halftones  are  virtually 
indistinguishable  from  their  original. 

Built-in  Reliability.  . 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  everything  that  can 
run  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
in  a  new  cartridge. 

The  new  Canon  Laser  Class  FAX-L770.  After 
a  few  minutes  you'll  be  glad  you  bought  it.  After 
a  few  years  you'll  be  ecstatic.  For  information, 
call  1-800-OK  CANON. 


Tlie  only  thing 
not  built  into  our 
laser  fecsimile  is 
obsolescence. 


We're  ready  for  anythinj  ita 


At  GTE,  we  don't  run  away  from  trouble.  Aclu-  looking  for  potential  communication  problems.  (I  (lii  Q^jj 
ally,  we  go  looking  for  it.  At  our  24-hour  Trouble  something  we  do  routinely  to  make  sure  everything  Wour^^s 

Analysis  Center,  our  computers  scan  our  systems  is  fijnctioning  as  it  should.)  If  we  find  a  problem,  v  ^^^^^ 


at  comes  our  way. 


fix  it.  Quickly.  Fact  is,  after  a  recent  hurricane, 
lad  our  systems  back  on-line  even  before  the 
Is  died  down.  That's  the  kind  of  service  you  get 


when  you're  a  GTE  customer.  CDme  rain,  shine,  or 
whatever.  You  see  at  GTE.  it's  not  just  communica- 
tions we  offer,  it's  solutions. 


THE  POWER  IS  ON 


Scientists 


DRAWING  A  BEAD  ON 
THE  ATOM-AT  LAST 

Akira  TnnDmura's  3-D  micrnscDpE  uses  beams  of  electrons 


jWlectrons.  Are  they  particles 
m  or  waves?  It's  a  puzzle,  be- 
Mm  cause  these  capricious  bits  of 
atoms  exhibit  the  behavior  of  both. 
For  years,  scientists  have  strug- 
gled with  the  duality  in  theory. 
Now,  Hitachi  Ltd.  physicist  Akira 
Tonomura,  48,  has  docu- 
mented this  behavior  in 
stunning  images,  shot 
through  one  of  the 
world's  most  powerful 
optical  instruments. 

The  field-emission 
electron  microscope, 
which  Tonomura  devel- 
oped in  1978,  can  pro- 
duce three-dimensional 
pictures,  or  holograms, 
of  atomic  surfaces  never 
before     brought  as 
sharply  into  view.  The 
principle  is  identical  to 
conventional  laser  holog- 
raphy, which  creates  an 
image  by  capturing  ai 
object  between  two  par- 
allel beams  of  light  par- 
ticles, or  photons.  But 
Tonomura's  beams  con- 
sist of  electrons  oscillat- 
ing at  a  wavelength 
100,000  times  shorter 
than  laser  light.  "That's  fine 
enough  to  illuminate  contours  on 
the  surface  of,  say,  a  beryllium 
crystal  just  one  atom  in  height," 
says  the  soft-spoken  physicist.  It 
took  three  years  and  S3  milhon- 
plus  to  develop  the  microscope. 

The  principles  behind  the  instru- 
ment were  laid  out  decades  ago  by 
Xobel  laureate  Dennis  Gabor  of 
Britain,  inventor  of  the  hologram. 
But  so  far,  Tonomura's  is  the  only 
machine  ca;  able  of  electron  holog- 
raphy, whicn  requires  perfect 
shielding  from  stray  magnetic 
fields. 

The  nri  -roscope  is  the 


piece  of  a  five-year.  S12  million 
project  to  explore  minute  physical 
and  electronic  structures.  "Tono- 
mura is  one  of  Japan's  truly  out- 
standing young  scientists,"  says 
Genya  Chiba,  head  of  the  govern- 
ment's Exploratory  Research  for 


Tonomura:  Hitachi  has  equipment  you  could  never  match  at  a  university 

Advanced  Technology  program, 
which  sponsors  the  research. 

There's  more  than  just  scientific 
curiosity  at  stake.  Tonomura  has 
taken  high-resolution  micrographs 
of  the  magnetic  lines  created 
when  an  audio,  video,  or  data 
recording-head  passes  over  a 
cobalt  thin  film.  By  studying 
these  magnetic  vortices,  Hitachi 
researchers  should  be  able  to  en- 
code many  more  bits  of  sound  or 
data  on  digital  tape. 

Another  promising  use:  screen- 
ing of  materials  to  make  better 
high-temperature  superconduc- 
tors. These  compounds  are  notori- 


center- 


ous  for  losing  their  prized  super- 
conductive properties  because  of 
tiny  magnetic  filaments  that  move 
w^hen  excited  by  electricity.  Re- 
searchers are  struggling  to  pin  the 
filaments  in  place.  Last  fall,  Tono- 
mura made  the  first  holograms  of 
such  filaments  in  a  low-tempera- 
ture superconducting  lead  film, 
and  he  is  now  turning  to  higher- 
temperature  materials. 

Tonomura's  interest  in  practical 
applications  seems  natural.  Gradu- 
ating from  Tokyo  University's 
physics  department  in 
1965,  he  opted  against 
an  academic  career.  In- 
stead, already  hooked  on 
quantum  physics,  he 
joined  Hitachi  with  a 
promise  that  he  could 
work  in  its  electron-mi- 
croscope di\ision.  "The 
things  we  do  and  the 
money  and  equipment 
that  is  required — you 
could  never  match  at  a 
university,"  he  says. 

His  mentor  was  Hiro- 
-hi  Watanabe,  a  physi- 
cist who  is  now  presi- 
dent of  Hitachi  Maxell 
Ltd.,  one  of  the  world's 
largest   producers  of 
magnetic  tape  and  flop- 
py   disks.  Watanabe 
tapped  Tonomura  as  a 
research  chief  at  Hita- 
chi's new  advanced  re- 
search laboratory  (ARL). 
At  ARL,  a  cross  between  a  research 
hothouse  such  as  AT&T's  Bell  Lab- 
oratories and  the  Aspen  Institute 
think  tank,  Tonomura  is  under  no 
pressure  to  show  commercial  re- 
sults until  the  next  century. 

But  Tonomura  is  confident 
that  his  work  will  lead  to  new 
discoveries.  As  he  says:  "Sci- 
ence can't  exist  without  obser- 
vations. Light  microscopes  led  to 
the  discovery  of  bacteria.  Electron 
microscopes  helped  crack  the  ge-  j 
netic  code."  As  for  electron  holog- 
raphy, "we're  just  starting  to 
think  of  the  possibilities." 

By  Neil  Gross  in  Hatoyama,  Japan 
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THE  BOTTOM  LINE  IS  YOUR 
FINANCIAL  PEACE  OF  MIND. 


When  the  leaders  of  America's  most  important  companies  seek 
expertise  in  insurance  and  financial  services,  they  turn  to  the  company  that 
can  help  them  the  most.  The  Travelers. 

We  tailor  our  broad  range  of  products  and  services  to  fit  the  specific 
needs  of  our  diverse  clients. 

Thisflexibilityisbackedby  thepowerof  our$50+  billion  in  assets 
and  125  years  of  experience.  As  a  result,  our  clients  are  better  equipped 
to  meet  the  growing  demands  of  the  business  world.  With  confidence  and 
financial  peace  of  mind. 

The  Travelers  Companies,  Hartford,  Connecticut  06183  '  : 

Thelraveler^ 

You're  better  off  under  the  Umbrella.^  ®  1989  The  Travelers  Corporation 
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*WE  MUST  CONCENTRATE 
ON  THE  FUTURE -16  MEGS* 

For  now,  Toshiba's  new  4-mBgabit  DRAM  chip  may  keep  it  No.  1 


•■eveloping  new  memory  chips 
mm  is  so  arduous  tiiat  no  semi- 
/■r  conductor  company  has  ever 
remained  the  No.  1  supplier  for 
two  successive  generations.  But 
Toshiba  Corp.  just  may  do  it.  The 
Tokyo  company  is  already  the 
world  leader  in  1-megabit  dynamic 
random-access  memory  (DRAM) 
chip.s,  and  it  was  the  first  to  mar- 
ket the  latest  4-megabit  DRAMs. 
That  usually  earns  the  top  spot  for 
th.e  lil'v  of  the  generation. 

Even  if  Toshiba  stays  No.  1, 
1'suyoshi  Kawanishi,  executive 
vice-president  for  semiconductor 
opeiHiions,  won't  be  satisfied.  "I 
want  to  keep  the  lead  for  three 
generations,"  he  declares.  "That's 


why  we  must  now  concentrate  on 
the  future:  16  megs."  Customers 
will  get  their  first  handful  of  sam- 
ple chips  late  this  year,  and  vol- 
ume production  is  slated  for  1992 
at  a  new,  $500  million  plant. 

Toshiba's  ascent  has  been  swift. 
Back  in  1982,  it  wasn't  even 
among  the  top  10  chip  produc- 
ers. But  it  mapped  out  Proj- 
ect W  (for  worldwide  win) 
and  committed  $525  million  and 
1,200  engineers  to  developing  the 
first  1-megabit  chip  by  1986.  In- 
clude production  equipment,  and 
Toshiba's  total  investment  from 
1983  to  1988  was  $2.9  billion— al- 
most 407'  more  than  for  runners- 
up  NFX'  Corp.  and  Motorola  Inc., 


At  its  Ome  works,  Toshiba  is  spending  big 
to  computerize  the  production  of  computers 

according  to  market  watcher  Data- 
quest  Inc.  And  to  stay  on  top,  To- 
shiba isn't  skimping.  Last  year,  it 
plowed  $640  million  into  chipmak- 
ing  investments. 

At  the  Ome  works  near  Tokyo, 
Toshiba  is  also  spending  big  to 
com{)uterize  the  production  of 
computers — but  with  a  twist.  The 
computers  are  helping  people,  not 
replacing  them.  There's  a  Toshiba 
laptop  at  every  factory  work- 
bench, plus  a  laptop  or  a  desktop 
on  every  office  desk.  And  to  make 
sure  that  everybody  knows  what's 
happening,  local-area  networks 
(LANS)  run  everywhere,  serving  as 
the  plant's  nervous  system. 

For  its  backbone,  the  Ome 
works  has  a  central  optical-fiber 
network  with  connections  to  sup- 
pliers and  other  Toshiba  plants.  In- 
ternally, branch  LANs  link  the  peo- 
ple within  each  department  or 
functional  group,  from  administra- 
tion to  shop-floor  assembly.  This 
hot-wired  factory  is  now  so  re- 
sponsive that  Toshiba  tore  out  an 
automated  parts  warehouse.  "It 
wasn't  fast  enough,"  explains  Ma- 
saaki  Yoneyama,  Ome's  assistant 
general  manager. 

The  payoff  after  30  months: 
Productivity  has  doubled,  and  both 
lead  time  and  inventories  have 
been  trimmed  507.  The  lead  time 
now  ranges  from  just  six  months 
for  new  configurations  of  existing 
components  to  two  years  for  a 
blank-paper  design. 

In  the  early  1980s,  when 
study  groups  flocked  across 
the  Pacific  to  learn  how  Ja- 
pan could  churn  out  new  prod- 
ucts so  fast,  they  were  surprised 
by  the  scarcity  of  factory  comput- 
ers. JVIarveled  one  consultant: 
"Can  you  imagine  what  they'll  do 
when  they  computerize?"  The 
world  is  about  to  find  out. 

Bi/  Otis  Port  in  Tokyo 
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Perfection  results 
'om  a  true  eye  for  detail 

Ours  is  a  sight 
you  11  not  want  to  miss. 

These  days  it  is  rare  that  a  hotel  has  the 
insight  to  see  to  the  finer  points  of  your 
holiday.  But  at  ten  of  North  America's  most 
fashionable  destinations  that  talent  is  alive 
and  well.  Whether  your  fancy  takes  you  to  a 
thriving  cultural  center  or  the  ultimate  vaca- 
tion paradise,  you'll  find  a  Meridien  hotel 
that  is  a  sight  to  behold. 

For  reservations  call  (800)  543-4300 
or  your  travel  planner,  and  don't  forget  to 
ask  about  Jz^^;z<%!fe<5w?,  our  frequent- 
guest  program. 


MERIDIEN 

Over  50  Hotels  and  Resorts  Worldwide 

In  North  America:  Boston  •  Chicago 
Montreal  •  Nassau,  Bahamas 
New  Orleans  •  New  York  •  Newport  Beach 
San  Diego  •  San  Francisco  •  Vancouver 


Intergraph  Lets  You  See  The 
Forest  And  The  Trees 


A  good  strategy  is  to  have  one. 
Especially  when  it  comes  to  manag- 
ing your  technical  environment.  But 
too  many  companies  see  the  trees  and 
lose  sight  of  the  forest.  They  miss  the 
big  picture,  so 
they  miss  big 
opportunities. 

That's  why 
it's  important  to 
think  globally 
and  act  locally. 
To  know  which 
way  the  winds 
of  technological  change  are  blowing^ 
To  think  ahead  so  you  can  stay  ahead. 

How  do  we  know?  Because  for 
20  years  we've  managed  our  own 
technological  forest.  We've  intro- 
duced the  most  advanced  interactive 
graphics  workstations  and  software 


products  in  the  world.  And  pieced 
them  into  a  total  picture,  from  the 
ground  up.  For  computer-aided 
design  and  manufacturing,  mapping, 
architectural  engineering,  land-use 

planning,  elec- 
tronic publish- 
ing, and 
mechanical 
engineering. 
Products  for 
industry,  gov- 
ernment and 
municipalities. 
Products  for  hundreds  of  the  largest 
corporations  and  government  agen- 
cies in  the  world. 

We're  Intergraph.  And  we'll  help 
you  see  the  big  picture.  Call  us  today 
toll  free  at  1-800-826-3515.  You'll 
see  the  difference. 
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NIKON  DOESN'T  MEAN 
JUST  CAMERAS  ANYMORE 

ThesG  days,  it's  the  leader  in  chipmaking  equipment 


for  decades,  the  Nikon  name 
has  been  synonymous  with 
cameras.  But  cameras  are  no 
longer  the  main  business  of  Nikon 
Inc.  Three  years  ago,  it  sped  past 
America's  Perkin-Elmer  Corp.  to 
become  the  world's  top  supplier  of 
equipment  used  to  "print"  inte- 
grated circuits.  And  last  year, 
chipmaking  machines  accounted 
for  nearly  40%  of  the  company's 
$1.6  billion  in  revenue. 

Nikon's  takeover  of  this  highest 
of  high-tech  industries  shows  just 
what  Japan  Inc.  can  accomplish. 
When  the  Ministry  of  Internation- 
al Trade  &  Industry  launched  its 
VLSI  Project  in  1976  to  close  the 
gap  with  the  U.  S.  in  what  is  uni- 
versally known  as  very  large  scale 
integration,  Nikon  was  tapped  to 
build  a  so-called  stepper.  This  ma- 
chine projects  an  image  onto  one 
tiny  section  of  a  silicon  wafer, 
then  steps  to  adjacent  areas  to  re- 
peat the  process  again  and  again. 

Nikon  was  chosen  because  it  al- 
ready had  two  vital  technologies: 
high-resolution  lenses,  which  it  has 
been  grinding  for  medical  micro- 
scopes since  1925,  and  exquisitely 
precise  controls  for  observatory 
telescopes,  which  let  astronomers 
zero  in  on  one  pinpoint  amid  bil- 
lions of  stars.  Building  on  that 
base,  some  20  engineers  tackled 
the  stepper  assignment.  "Instead 
of  waiting  for  one  genius  to  make 
a  breakthrough,  it's  better  to  as- 
semble many  people  and  do  a  lot 
of  brainstorming,"  says  Shoichiro 
Yoshida,  the  senior  managing  di- 
rector who  headed  the  effort. 

Some  market  watchers  believe 
that  conservative  Nikon  may  have 
trouble  holding  its  new  lead.  Arch- 
viva!  Ca.'ion  Inc.  is  mounting  an  ag- 
gressive challenge.  Canon  also  par- 
ticipated in  the  VLSI  Project  but 
was  assigned  the  task  of  develop- 


ing an  older  chip-printing  method 
called  projection  alignment,  which 
prints  the  entire  surface  of  a  wafer 
at  once.  This  system  outsold  Ni- 


Nikon's  ileppci  prints  circuit  patterns  on  silicon  wafers 

kon's  steppers  in  the  early  1980s. 

But  with  the  advent  of  1-mega- 
bit  dynamic  random-access  memo- 
ry (DRAM)  chips,  circuit  lines  got 
so  fine  that  no  lens  could  hold 
them  in  sharp  focus  over  the 
entire  surface  of  a  wafer,  and 
Nikon  forged  ahead.  Now,  Can 
on  has  used  its  expertise  in  wide- 
angle  lenses  to  create  a  stepper 
that  prints  a  larger  area  than  Ni- 
kon's unit.  This  system  is  there- 
fore faster,  since  it  takes  fewer 
steps  to  cover  each  wafer.  "That's 
why  Canon  is  selling  $200  million 


worth  of  steppers  to  Toshiba"  for 
making  next-generation  16-mega- 
bit  DRAMS,  says  Thomas  Murtha, 
an  analyst  at  Baring  Securities 
(Japan)  Ltd. 

Still,  given  Nikon's  80%  share  of 
the  Japanese  stepper  market,  the 
company  will  probably  keep  its 
lead  through  the  16-megabit  gen- 
eration, predicts  Yoshihide  Kondo, 
an  analyst  with  Daiwa  Securities 
Co.  He  believes  the 
real  test  will  come  in 
five  years,  with  64- 
megabit  DRAMs.  Then, 
there  will  be  a  techno- 
logical discontinuity, 
because  circuit  lines 
will  shrink  so  much — 
to  0.35-micron  widths 
or  less — that  light 
won't  carry  their  im- 
age. Some  new  "light" 
source,  such  as  X-rays, 
will  have  to  be  used. 

Both    Nikon  and 
Canon  have  developed 
X-ray   systems  that 
print  through  a  lead- 
like stencil.  "But  for 
volume  production,  X- 
ray  optics  are  needed," 
says      Yoshida — and 
he's  off  to  a  running 
start.  Five  years  ago, 
to  honor  his  achieve- 
ment in  steppers,  he 
was  named  to  head  the 
$10   million  Yoshida 
Nano-Mechanism  Proj- 
ect at  Japan  Research 
Development  Corp. 
This  program  has  developed  spe- 
cial mirrors  that  are  45%  to  50% 
efficient  at  focusing  X-rays,  and 
Yoshida  believes  that  70%-  effi- 
ciency may  be  possible. 

Some  experts  argue  that 
shifting  to  X-ray  systems 
may  even  give  the  U.  S.  a  shot 
at  rebuilding  its  market  share  in 
steppers.  But  one  U.  S.  competitor 
says:  "If  you  could  show  me  just 
one  industry  [the  Japanese]  have 
targeted  and  not  been  successful 
at,  I'd  feel  a  lot  more  optimistic." 

By  Otis  Port  in  Tokyo 
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good  communication  supports  good 


ork,  you  can  find  Centel.  Setting  up  telephone  and  cellular 


mmunications  equipment  for  fijndraisers.  Even  volunteering 


ne.  Because  our 


PEOPLE 


feel  that  their 


bs  end  not  when  they  COnilUECT  the  very  last  phone, 


it  when  they  answer  the  very  last  call. 
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CENTEL 


TELEPHONE  -  CELLULAR  COMMUNICATIONS 

For  more  inlormatioii,  wnle  Centel  Corporation,  Dept  A,        Hiijiiiiib  Ro.id,  Chicago.  IL  60631 


When  we  developed  the  world's  fastest  - 
software,  we  had  other  speed  records  in  mind. 


Some  airplanes  on  tlie  drawing 
boards  are  so  fast,  wind  tunnels  can't 
blow  air  fast  enough  to  test  them. 

So,  to  design  faster  jediners,  a 
Boeing  team  creatf.i  rhe  world's  fast- 
est computer  softwui    Softu'are  that 
will  help  us  simulate  i  tra-high- 


speed  airflow  more  accurately,  and 
allow  us  to  improve  aerodynamic 
performance  and  strength. 

Using  a  Cray  supercomputer, 
the  Boeing  team  achieved  speeds  of 
over  1.5  billion  calculations  per  sec- 
ond, nearly  quadrupling  previous 


records.  The  achievement  earnAr^j^.^ 
them  a  prestigious  Gordon  Bell  al.  jj^ 
computing's  answer  to  the  Osc;^ -^-ffjj 
The  Boeing  team  used  par£^>  pg^^ 
processing,  a  technique  that  pua  ^j^j^^ 
computer  to  work  on  separate  j*  ijjpjj. 
of  a  problem  at  the  same  time. 


that  sounds  scientifically 
uing,  but  remote  from  every- 
)ncerns,  consider  the  possi- 
;s.  For  example,  how  does  it 
1  to  someday  be  able  to  close 
.  in  Japan  over  lunch,  then 
me  in  time  for  dinner? 
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TORAY  MAY  HAVE  FOUND 
THE  FORMULA  FOR  LUCK 

It  givES  its  scientists  plenty  of  running  roDm 


/f  Japan's  Toray  Industries  Inc. 
is  any  clue,  serendipity  can  be 
as  important  to  innovation  as 
money,  creativity,  or  management. 
Not  that  the  $6  bilHon  ma- 
terials giant  doesn't  use  all 
three.  But  Toray  is  reaping 
enormous  rewards  from 
products  that  were  happy 
accidents  as  much  as  any- 
thing else. 

Take  carbon  fiber,  the 
Tokyo  company's  flagship 
product.  In  1966,  when 
Toray  was  mainly  a  rayon 
and  nylon  spinner,  one  of 
its  researchers  was  testing 
uses  for  a  monomer — a  ba- 
sic chemical  building 
block — that  he  had  discov- 
ered. A  research  manager 
suggested  converting  it 
into  an  acrylic  fiber  by  car- 
bonizing, or  charring,  it. 
Presto,  the  monomer 
turned  into  carbon  fiber  in 
one-tenth  the  normal  time, 
and  was  stronger  and  stiff- 
er,  too.  Toray  pushed  full- 
scale  development — and  to- 
day is  the  world's  No.  1 
supplier  of  carbon  fibers 
for  everything  from  tennis 
rackets  to  aircraft  parts. 

In  Japan,  unlike  the 
U.  S.,  materials  research  enjoys 
lots  of  sizzle.  That's  because  Japa- 
nese projections  show  the  market 
for  new  materials  tripling  to  $65 
billion  by  the  year  2000.  And  no 
trailblazer  is  as  aggressive  or  di- 
versified as  Toray — or  as  creative. 

Indeed,  an  internal  debate — rare 
in  Japan — led  to  the  synthetic  fab- 
ric called  Ultrasuede.  Two  decades 
ago,  Toray  scientist  Miyoshi  Oka- 
movo  i^ound  a  way  to  make  syn- 
the'.'c  fibers  just  4  microns  thick — 
one-t  \eiity-fifth  the  thickness  of  a 
human  ;  iir,  and  less  than  half  as 


thick  as  before.  He  used  these  to 
create  a  suede-like  material  that 
was  lighter  and  breathed  better. 
But  it  was  so  hard  to  dye  that  it 


Wear  and  tear:  Testing  material  in  the  climate  chamber 

was  nearly  abandoned.  "If  the  ex- 
ecutives had  been  more  financially 
oriented,  they  probably  would 
have  given  up,"  says  Mineko  Sa 
saki-Smith,  head  of  industry 
research  at  Credit  Suisse  in 
Tokyo.  "And  if  they  strove 
for  harmony  like  other  Japa- 
nese companies,  they  probably 
wouldn't  have  proceeded." 

Still,  Okamoto  couldn't  get  back- 
ing to  develop  even  finer  fibers.  So 
he  turned  to  what  Toray  and  some 
other  Japanese  companies  call 
"angura" — an   "underground  re- 


search" policy.  It  lets  scientists 
spend  up  to  20%  of  their  time  on 
pursuits  that  only  their  immediate 
supervisor  knows  about. 

Using  that  freedom,  Okamoto 
created  fibers  so  skinny — 0.1  mi- 
cron— that  a  strand  reaching  to 
the  moon  would  weigh  just  4.2 
grams.  Products  based  on  these  in- 
clude blood  purification  filters  and 
artificial  blood  vessels.  "To  avoid 
being  surpassed  by  Europe 
and  the  U.  S.,  we  have  to 
do  angura,"  says  R&D  Di- 
rector Hiroshi  Kiuchi.  Last 
year,  Toray  set  up  a  lab^ 
named  after  and  run  by 
Okamoto,  who  has  recruit- 
ed seven  of  the  companj^'s 
promising  scientists  to 
work  on  anything  they 
want.  "We  don't  even  ask 
what  they're  doing,"  says 
Kiuchi.  "To  make  research- 
ers more  creative,  you  have 
to  let  them  screw  up." 

To  keep  its  product  orien- 
tation, meanwhile,  the  com- 
pany encourages  close  ties 
between  its  labs  and  prod- 
uct development  teams, 
says  Tsuneshiro  Hosono. 
general  manager  of  several 
fiber-technology  groups. 
His  researchers  are  work- 
ing on  fabrics  that  will 
evaporate  oil  stains,  and 
others  that  are  static-free 
or  that  can  hold  a  fra- 
grance— even  a  polyester 
that  won't  melt.  They  are 
tested  in  a  $2.1  million 
room,  called  Technorama,  that 
subjects  them  to  climatic  stress. 
Toray  is  also  pushing  into  medi- 
cal products  such  as  artificial 
kidneys  and  balloon  catheters, 
and  into  electrochemistry  and 
biochemistry.  "Its  executives 
are  outspoken  about  the  oppor- 
tunities in  chemistry  combined 
with  electronics  and  biology,"  says 
Credit  Suisse  analyst  Sasaki- 
Smith.  "They're  setting  the  direc- 
tion of  the  industry."  As  they  have 
for  quite  a  few  years. 

By  Robert  Nejf  in  Tokyo 
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DISTAIKE 
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STRAIGHT 

ANSWER. 

Bureaucracy  can  kill  a  company. 
It  can  also  cripple  its  customers.  Today, 
no  one  can  afford  to  work  with  a  maze  of  corporate 
buck-passers. 

So  at  the  new  Wang,  we're  attacking  bureauc- 
racy head-on. 

By  some  very  hard  but  necessary  decisions, 
we're  revolutionizing  our  entire  organization. 

We  have  21%  fewer  vice-presidents  today 
than  on  July  1, 1989.  25%  fewer  directors.  36% 
fewer  managers.  55%  fewer  supervisors. 

What  you  find  today  is  the  muscle.  Working 
muscle. 

Over  20,000  people  with  the  power  and  the 
willingness  to  act  for  you.  People  with  answers 
for  you. 

Their  work  is  already  paying  off  for  you. 
For  example,  within  48  hours  of  placing  an 
order,  you'll  now  know  exactly  when  your  order 
will  be  delivered. 

No  ifs,  ands  or  l-don't-knows. 
Moreover,  now  no  product  will  take  more  than 
eight  weeks  to  arrive. 

Most  will  take  less  than  four.  And  many  will  be 
at  your  office  within  24  to  72  hours. 

Fast  work,  not  fast  talk.  It's  the  shortest  way 
we  know  to  get  to  work. 


LET'S  GET  TO  WORK. 
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Laser  printing 


OKIDATA  intiDduces  OKILASERS.  A  full  line  of 
business  smart  laser  printers  that's  compatible  with  both 
HP®  and  your  budget.  Personal  to  PostScript!  OKILASERS 
deliver  the  same  tank  tough™  performance  and  reliability 
that  OKIDATA  has  built  into  more  than  3,000,000 
printers.  OKILASERS  by  OKIDATA  ...  a  printer  for 
every  business. 

Call  1-800-OKIDATA  for  the  tank  tough  dealer  nearest  you. 
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0K!iLAriE"/?'-800 

For  heavy  duty  use.  8  ppm 
26  fonts.  Expandable  to 
PostScript®  and  dual  bins. 
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Prints  up  the  side,  across 
the  other,  drop  shadows, 
stretch  letters,  outline,  fill, 
and  sets  fonts  up  to  2 " 
instantly,  8  ppm. 
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True  Adobe  PostScript? 
Perfect  for  desktop 
publishing  on  DOS  or 
Macintosh®  systems.  8  ppm. 
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►  Japan's  science  and  technology 
juggernaut  has  produced  amaz- 
ing successes.  But  now,  its  top 
scientists  want  more  flexi 
ble  poHcies.  They 
want  a  smaller  share  of 
R&D  to  go  for  product  en- 
hancements and  a  larger  share  for  basic 


research.  Instead  of  just  capitaliz- 
ing on  the  advances  of  others, 
they  want  to  make  discoveries 
that  Japan  can  share  with 
^i^-     the  rest  of  the  world. 
Here  are  twelve  who  are 
helping  to  shape  Japan's 
new  vision  of  science  and  engineering. 


JIRO  KONDO 

President, 
Science  Council  of  Japan 
Advises  Prime  Minister  on  science 

Born  1917,  Dtsu,  Japan 

►  PhD  in  engineering,  Tokyo  Universi- 
ty. Career  path:  professor  of  applied 
mathematics,  then  dean  of  engineering, 
Tokyo  University.  In  1967,  won  prestigious  Deming 
medal  for  work  in  aircraft  quality  control.  Directed 
National  Institute  of  Environmental  Studies  until  1985. 
As  president  of  210-member  Science  Council,  now  lob- 
bies for  environmentally  sound  forelgn-ald  policies.  "En- 
vironment and  population  are  the  most  urgent  problems. 
The  earth  cannot  sustain  10  billion  people." 


HIROSHI INOSE 

Director  general.  National  Center  lor  Science 
Inlormation  Systems  (NCSIS; 

Expert  on  information  processing 

Born  1927,  Tokyo 

►  PhD  In  engineering,  Tokyo  Universi- 
ty. Career  path:  dean  of  engineering, 
Tokyo  University.  First  Japanese  re- 
searcher at  AT&T  Bell  Laboratories,  in  1956-58.  Former 
oririioent  of  Japan  Information  Processing  Society.  Head 
o:  ;  since  1987,  under  wing  of  Education  Ministry. 
N,  •  •  "lirs  oecd's  Information  policy  committee.  Invent- 
ed (.if;  felephone  at  Bell  Labs  and  crafted  Tokyo's 
traffic-'.-.,  .-rol  system.  Mission:  tax  reform  to  bolster 
nonpro':;  ^ouridations  as  sponsors  of  international  r&d. 


MORITAKA  NAKAMURA 

Vice-minister 
for  science  &  technology 
Japan's  top  science  bureaucrat 

Born  1932,  Tokyo 

►  BS,  Tokyo  University.  Career  path: 
entered  miti  from  college  and  held  top 
posts  In  atomic-energy  and  science  poli- 
cy. Headed  bureau  when  Japan  unveiled  Human  Frontier 
Science  Program,  its  broadest  International  science  Initia- 
tive, targeting  biology  and  studies  of  the  human  brain. 
Believes  Japan  played  an  important  role  midwifing  tech- 
nologies conceived  elsewhere.  "Now,  we  must  show  our 
own  results  In  basic  research."  Nakamura  favors  life 
science  over  big  science  such  as  supercolliders. 


MINORU  ODA 

President,  Institute  of  Ptiysical 
&  Cfiemical  Hesearch 
Heads  oldest  government  R&D  body 

Born  1923,  Sapporo,  Japan 

►  PhD  in  physics,  Osaka  University. 
Career  path:  researcher  and  professor 
at  Tokyo  University  and  Massachusetts 
Institute  of  Technology.  As  director  general  of  the  Insti- 
tute of  Space  &  Aeronautical  Science  In  1984,  helped 
establish  a  world-class  space  program  on  a  shoestring. 
Concedes  that  Japan's  contribution  has  been  "good  sci- 
ence rather  than  great  science."  But  In  space  and  high- 
energy  physics,  he  says,  "we  are  gradually  paying  back 
the  debt  we  owe  Western  science." 
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GENYA  CHIBA 

Vice  president, 
Japan  Research  Devel  Corp 

^  ^.        Directs  showcase  ERATO  program 

.00^'^  .  Born:  1933,  Chigasaki,  Japan 

►  BS,  Antioch  College.  Career  path: 
joined  Japan  Research  Development 
Corp.  (jRDC)  at  its  1961  inception  in 
Science  &  Technology  Agency.  Helped  launch  jrdc's  Ex- 
ploratory Research  for  Advanced  Technology  (erato) 
program  in  1981,  to  bolster  individual  creativity  in  basic 
research.  Believes  basic  science  and  applied  technology 
are  merging.  Finds  in  biology  a  model  for  more  elegant 
engineering  sciences.  "Reproducing  an  organism's  capaci- 
ty to  run  without  software  may  be  Japan's  contribution." 


MASARU  SUGIURA 

Director  general,  Mill's  Agency  of  Industrial 
Science  &  Technology  (AlSTl 
HITI's  new-technology  point  man 

Born;  1932  Mukden,  Manchuria 

►  PhD  in  engineering,  Tokyo  Universi- 
ty. Career  path:  directed  key  divisions 
of  Mill's  electrotechnical  laboratory 
(ETL).  Rose  to  ETL  director.  Now  in  charge  of  projects  to 
develop  technologies  for  future  industries,  and  of  Mill's 
showcase  large-scale  project.  Under  his  command,  aist 
has  targeted  antipollution  technology,  starting  with  a 
new  $38  million  Institute  for  Industrial  Technology  for 
the  Global  Environment.  Sugiura  is  lobbying  for  "interna- 
tional cooperation  in  planning  new  research  projects." 


TAKASHI  MUKAIBO 

Acting  chairman,  Japan  Atomic  Energy 
Commission 

Shapes  atomic  energy  policy 

Born  1917,  Dalin,  Manchuria 


►  PhD  in  engineering,  Tokyo  Universi- 
ty.  Career  path:  first  science  attache  to 
Japan's  embassy  in  Washington,  presi- 
dent of  Tokyo  University  1977-81.  Also  chairman  of  the 
global  environment  committee  of  miti.  Started  out  in 
electrochemistry,  but  his  main  contribution  has  been  in 
thermodynamics  of  nuclear  materials.  Today,  wields 
power  over  Japanese  utilities,  which  are  among  the 
world's  largest.  Hopes  to  beef  up  national  research  insti- 
tutes to  compensate  for  weak  university  research. 


TSUNEG  NAKAHARA 

Vice-president,  Sumitomo  Electric  Industries 
Ltd  ,  Osaka 
RftD  budget:  $146  million 

Born:  1930,  Naruto,  Japan 

►  PhD  in  engineering,  Tokyo  Universi- 
ty. Career  path:  joined  Sumitomo  from 
college.  Rose  from  general  manager  of 
R&D  group  to  senior  managing  director  and  to  executive 
vice-president  in  1985.  Developed  world's  first  practical 
optic  fiber.  Under  his  stewardship,  Sumitomo  grabbed 
Japan's  top  market  share  in  both  optic  fiber  and  gallium 
arsenide.  Also  built  Japan's  largest  superconductor  lab, 
employing  60  researchers.  Serves  as  Japan's  representa- 
tive in  U.  S. -Japan  Dialogue  on  Science  &  Technology. 


MASAHIRO  KAWASAKI 

Director  General,  Institute  lor  Science  & 
Technology  Policy 
Science  agency's  policy  guru 

Born  1937,  Mikuni,  Japan 

►  BA,  Fukui  University.  Career  path: 
joined  miti  directly  from  college.  First 
secretary,  Japanese  embassy  in  West 
Germany.  Held  high  posts  at  Science  Agency  and  r^iTi, 
where  he  helped  launch  large-scale  projects.  Member  of 
committee  drafting  the  influential  science-policy  guide- 
lines adopted  by  Cabinet  in  1986.  Promoted  space  pro- 
gram at  Science  Agency.  Now  lobbies  for  better  interna- 
tional research  environment:  "Japanese  R&D  activities 
must  be  made  attractive  to  foreign  researchers." 


TADAHIRG  SEKIMOTG 

President, 
NEC  Corp,  Tokyo 
R&D  budget:  $1.8  billion 

Born:  1926,  Kobe,  Japan 

►  PhD  in  physics  and  engineering,  To- 
kyo University.  Career  path:  joined  NEC 
from  college.  Worked  his  way  up  from 
chief  of  basic  research  in  communications  to  president  in 
1980.  Believes  in  industrial  evolution  from  microelec- 
tronics to  opto-  and  bioelectronics.  Current  chairman  of 
space  committee  of  Japan  Federation  of  Economic  Orga- 
nizations (Keidanren).  Still  stresses  materials  research, 
but  IS  slowly  steering  NEC  away  from  hardware  and 
toward  "software,  intellect,  ideas,  and  philosophy." 


5HGICHI  SABA 

Adviser  to  the  board, 
Toshiba  Corp ,  Tokyo 

R&D  budget:  $1.5  billion 

Born  1919,  Tokyo 

►  BS  in  electrical  engineering,  Tokyo 
University.  Career  path:  rose  from 
chief  engineer  in  heavy-apparatus  divi- 
sion to  become  president  and  CEO  in  1980,  chairman  in 
1986.  Now  chairman  of  the  industrial  technology  com- 
mittee of  the  Keidanren.  Urges  Japan's  multinationals  to 
localize  offshore  management  and  R&D.  Stresses  need  for 
technology  transfer  and  contributions  to  local  communi- 
ties. Warns  that  Japan's  industrial  giants  might  be  feared 
abroad  as  agents  of  "techno-imperialism." 


TSUNEAKI  KAWAMURA 

Director  general,  Science  &  International 

Alfairs,  Education  Ministry 
Maps  out  science  education  goals 

Born  1936,  Kyoto,  Japan 

►  BA,  Tohoku  University.  Career  path: 
joined  Education  Ministry  from  college. 
Held  several  top  posts  there  and  at  the 
Japanese  Science  Agency.  Helped  draft  plans  for  creating 
Tsukuba  Science  University  in  1973.  Encouraged  stron- 
ger links  between  universities  and  companies.  In  1990, 
helped  squeeze  a  record  $355  million  from  Finance 
Ministry  for  basic  research  at  universities,  up  6%  from 
fiscal  1989,  despite  an  overall  budget  ceiling.  "It's  not  a 
lot  of  money,  but  it  shows  we  are  trying." 


/ 


JUST  FIVE  YEARS  AGO,  HARDLY  ANYONE  WOULD  HAVE  BET  ON 
Europe  in  high  tech.  The  Old  World  seemed  burned  out.  Euro- 
sclerosis — overregulation  and  a  costly  social  welfare  system — kept 
it  from  running  with  the  U.  S.  and  Japan.  But  Europe  has  started  a 
remarkable  comeback.  The  drive  to  unify  its  markets  by  1992  got 
things  moving.  Then,  last  November,  the  Berlin  Wall  cracked.  Now, 
the  two  Germanys  are  uniting,  and  Europeans  are  looking  to  the 
day  when  East  and  West  Europe  are  one  again.  Already, 
/Optimists  hope  for  a  return  to  turn-of-the-century 
w       /  glory,  when  Europe  vied  with  the  U.  S.  for  the 

scientific  and  technological  leadership  of  the 
world.  That  may  not  happen.  But  Europe  is 
emerging  as  a  credible — and  sometimes  fear- 
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,  ^,  (^pme — third  force  in  world  innovation. 


WHAT  OLD  WORLD!  EUROPE  iS  LOOKING  VIGOROUS  INDEED 
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Glaxo,  once  an  also-ran,  now  sells  the 
world's  best-selling  drug,  Zantac 


Suddenly,  High  Tech  Is 
A  Three -Way  Race 

IN  KEY  FIELDS,  EUROPE  IS  CATCHING  UP  FAST  TO  JAPAN  AND  THE  U.S. 


IfMK  hat's  going  on  here?  The  hottest  chipmaker 
mKm  in  the  world  is  a  once-stodgy  German  produc- 
W/wm    er.  The  biggest  biotech  outfit  belongs  to  the 

m  m  old-fogy  Swiss.  Two  of  the  three  top  TV  mak- 
ers are  Dutch  and  French.  And  a  British  company 
makes  the  world's  best-selling  drug.  Suddenly,  tired 
old  Europe  is  looking  nimble  in  crucial  technologies. 
Could  it  be  that  the  Old  World  is  finally  starting  to 
close  its  techno-gap  with  the  U.  S.  and  Japan? 


In  many  areas,  the  answer  is  yes.  With  Eastern 
Europe  opening  up  and  the  unified  market  looming  in 
1992,  Europe's  prospects  of  shrugging  off  its  recent 
lethargy  have  never  been  better.  In  a  climate  of  opti- 
mism, governments  and  cash-rich  companies  are  pour- 
ing money  into  risky  high-tech  projects  as  never  be- 
fore. And  through  acquisitions  and  mergers,  Europe's 
technology  leaders  are  building  up  critical  mass  in 
everything  from  telecommunications  to  autos.  "Euro- 
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BRITAIN 


ICI  and  Glaxo  are  world  R&D 
leaders,  and  Britain  is  among 
the  best  in  biology.  But  budget 
cuts  and  Prime  Minister  Marga- 
ret Thatcher's  efforts  to  make 
public-funded  R&D  more  mar- 
ket-oriented have  led  to  a  brain 
drain.  Last  winter,  1,600  British 
researchers  living  abroad  signed 
petitions  demanding  more  do- 
mestic funding. 


pean  industry  is  be- 
ing reshaped,"  says 
Percy  Barnevik, 
chief  executive  of 
Swiss-Swedish  elec- 
trical giant  ABB 
Asea  Brown  Boveri 
Ltd.  The  result,  pre- 
dicts Italian  Foreign 
Minister  Gianni  De 
Michelis:  "European 
growth  through  the 
1990s  is  going  to  be 

twice  U.  S.  levels  and  twice  the  world  average." 

If  Europe  can  forge  a  high-tech  comeback,  he  may 
be  right.  With  Eastern  Europe  in  the  fold,  the  Conti- 
nent's $6  trillion  economy  will  be  bigger  than  Ameri- 
ca's or  Japan's.  If  size  can  be  hardened  into  muscle, 
Europe  might  even  recover  its  pre-1914  glory,  when  it 
battled  the  U.  S.  for  leadership  in  everything  from 
autos  to  radio.  If  it  fails,  the  Old  World  risks  being 
technologically  colonized  by  U.  S.  computer  companies 
and  big  Japanese  chipmakers. 

To  be  sure,  Europe  still  has  a  lot  of  problems  in  high 
tech.  The  remains  of  Eurosclerosis — the  overregula- 
tion  and  costly  social  programs  of  the  1960s  and  '70s — 
still  hinder  it.  And  despite  cooperative  research  pro- 
grams introduced  in  the  1980s,  Europe  is  weak  in  key 
technologies,  notably  computers  and  chips.  Its  big 
companies  have  tried  to  compensate:  French  computer 
maker  Groupe  Bull  took  over  Honeywell  Inc.'s  comput- 
er operations,  for   

instance.  But  even 
when  European 
companies  have 
world-beating  tech- 
nology, conserva- 
tive Old  World  cus- 
tomers are  slow  to 
buy  it.  Europeans 
must  often  sell  first 
in  the  fast-moving 
U.  S.  market.  And 
that  means  the  best 
advances  are  often 
made  at  their  U.  S. 
subsidiaries. 

Still,  European  companies  now  at  least  have  a 
chance.  Europe's  basic  research  is  excellent,  and,  un- 
like the  U.  S.,  it  seldom  has  given  up  on  traditional 
industries.  Thus,  it  has  a  solid  base  from  which  to 
launch  comebacks.  France's  Thomson  and  Finland's 
Nokia  have  been  buying  into  TVs,  an  industry  to  which 
the  U.  S.  waved  farewell.  "People  said  we  were  crazy," 
says  Heikki  Koskinen,  a  Nokia  senior  vice-president. 
"We  said:  'Don't  look  at  history.  Look  at  the  future.'  " 
Now,  Nokia  and  Thomson  figure  they're  positioned  to 
cash  in  when  the  high-definition  TV  market  gels. 

Biotechnology  is  another  example  of  Europe's  sud- 
den recovery.  It  has  seven  of  the  world's  top  10  chemi- 
cal companies  and  six  of  the  top  10  drugmakers,  but 
they  were  slow  off  the  mark  in  biotech.  And  there  are 
few  European  startups  to  take  up  the  slack.  "Until 


SCANDINAVIA 


A  heavy  spender  on  R&D, 
Scandinavia  has  to  adapt  quick- 
ly because  its  markets  are 
small.  To  gain  R&D  clout  as 
Europe  unifies,  Sweden's  Volvo 
does  joint  R&D  with  France's 
Renault,  and  electrical  giant 
Asea  merged  with  Switzer- 
land's Brown  Boveri.  Finland's 
Nokia  is  moving  from  forest 
products  into  high  tech. 


recently,  the  Europeans  were  behind,"  says  Filippo 
La  Monica,  president  of  EuroCetus,  the  European  arm 
of  California's  Cetus  Corp. 

That  changed  in  February,  when  Basel-based  F. 
Hoffmann-La  Roche  Ltd.  paid  .$2.1  billion  for  60%  of 
Genentech.  Suddenly,  Roche  ruled  a  juggernaut  that 
has  spun  out  most  of  the  world's  biotech  drugs.  Roche, 
like  other  European  companies,  also  has  been  inking 
joint-venture  and  licensing  agreements  with  U.  S. 
startups  to  get  leading-edge  biotechnology.  And  buy- 
ing Genentech  hasn't  stretched  it  thin.  "We  still  have 
over  $3  billion  in  cash  on  hand,"  says  Henri  B.  Meier, 
Roche's  top  financial  officer.  Now  that  Roche  has 
moved,  other  big  European  drug  companies  may,  too. 

  The   changes  go 

much  deeper  than 
loosening  corporate 
purse  strings,  how- 
ever. In  preparation 
for  1992,  European 
companies  have 
been  cutting  costs 
like  mad.  And 
they're  spending 
massive  amounts  on 
research.  Take  SGS- 
Thomson.  Formed 
from  the  merger  of 
two  state-owned 
chipmakers  in  1987, 
the  Franco-Italian  company  turned  only  a  meager  prof- 
it last  year  on  sales  of  $1.3  billion,  after  years  of 
losses.  Since  the  merger,  however,  it  has  been  spend- 
ing nearly  407'  of  revenues  on  R&D  and  capital  invest- 
ment, more  than  most  of  its  U.  S.  rivals  and  on  a  par 
with  the  Japanese.  "We've  pushed  cost-cutting  very 
hard,"  says  President  Pasquale  Pistorio,  who  earned 
his  spurs  at  Motorola  Inc.  "But  we  haven't  done  any- 
thing to  jeopardize  our  future." 

Another  positive  sign  is  that  Europe's  brain  drain 
appears  to  be  reversing.  Underpaid  academics  are  still 
fleeing  Britain  for  better  jobs  in  the  U.  S.  But  Eu- 
rope's bright  prospects  are  luring  back  lost  talent  to 
key  industry  positions.  Most  European  high-tech  start- 
ups employ  executives  or  researchers  who  put  in  time 
in  the  U.  S.  At  Britain's  Glaxo,  the  new  cp:o  is  Ameri- 
can, and  the  research  director  is  back  after  10  years  in 
the  U.  S.  with  rival  Squibb  Corp,  now  part  of  Bristol- 
Myers  Squibb  Co. 


FR  ANCEi 


R&D  is  one  of  the  few  federal 
budget  items  going  up.  The 
government  of  Francois  Mitter- 
rand wants  it  to  hit  3%  of  GNP 
by  the  mid-1990s,  up  from 
2.3%  now.  Research  minister 
Hubert  Curien  is  using  tax  in- 
centives to  get  companies  to  in- 
crease R&D  spending.  Many 
companies  are  making  acquisi- 
tions partly  to  increase  R&D. 


ITALY 


Its  economy  is  now  estimated 
to  be  larger  than  Britain's,  but 
Italy  is  a  chronic  laggard  in  re- 
search spending.  There  is  little 
coordination  within  public-sec- 
tor research  or  between  public 
organizations  and  industry. 
"Our  weak  position  in  high  tech 
is  going  to  hurt,"  worries  econ- 
omist Franco  Reviglio,  former 
chairman  of  energy  giant  ENI. 


Meanwhile,  the 
European  Commis- 
sion and  national 
governments  are 
doing  everything 
possible  to  promote 
innovation.  They 
are  pushing  cooper- 
ative research,  cre- 
ating Europe-first 
technology  stan- 
dards, and  fending 
off  Asia  with  a 
dukes-up  trade  poli- 
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EUROPE 


cy.  They've  also  tried  to  foster  venture  capital 
There  are  still  too  few  startups.  But  where  Europe's 
research  is  strong,  as  in  biotech,  new  companies  are 
far  more  numerous  than  a  decade  ago.  Eventually, 
they'll  feed  technology  into  bigger  companies  as  hap- 
pens in  the  U.  S. 

The  opening  of  Eastern  Europe  is  another  plus. 
Western  European  companies,  especially  the  Germans, 
have  extensive  business  networks  there.  That  gives 
them  an  edge  in  selling,  to  say  nothing  of  glomming 
onto  East  Europe's  engineers  and  technology.  "For 
decades.  Eastern  Europe  has  hidden  its  technological 
strength  because  it  was 
mainly  used  for  military 
pui-poses,"  says  Eberhard 
von  Koerber,  an  executive 
vice-president  with  Asea 
Brown  Boveri.  abb  is  inter- 
ested in  licensing  high-pow- 
er electrical  transmission 
lines  the  Soviets  have  de- 
veloped. The  lines  are  not 
only  state-of-the-art — they 
may  be  better  than  West- 
ern-made lines. 

As  such  prospecting 
picks  up,  West  European 
companies  are  doing  more 
innovation  at  home.  Sie- 
mens' stunning  comeback 
in  memory  chips  is  one  ex- 
ample. Seemingly  K.  O.'d 
by  Japan  five  years  ago,  it 
is  now  the  world's  fastest- 
growing  major  chipmaker. 
Britain's  Glaxo,  just  35th 
among  world  drugmakers  a 
decade  ago,  has  used  its 
antiulcer  drug  Zantac,  the 
world's  top-selling  prescrip- 
tion drug,  to  climb  to  No.  3. 
Zantac  may  be  only  mar- 
ginally better  than  Smith- 
Kline  Beecham's  Tagamet, 
the  main  competing  medi- 
cation. But  it  outsells  Taga- 
met 2  to  1.  Even  Smith- 
Kline  executives  concede 
that  Glaxo's  sales  force  has 
outmarketed  theirs,  with 
slick  presentations  empha- 
sizing Tagamet's  side  ef- 
fects in  a  small  percentage 
of  cases.  That  lets  Glaxo 
price  Zantac  higher  than 
Tagamet,  giving  it  enviable 
margins. 

Now,  Glaxo  wants  to 
prove  that  it  is  no  one-drug 
wonder.  It  is  spending  $640 
million  on  drug  R&D  this 


THE  SEARCH  FOR  THE  GRAIL 
OF  PARTICLE  PHYSICS 


►  Silver-haired  and  handsome,  Ugo  Amaldi  gazes  with  a  sad 
smile  at  a  computer  graphic.  For  a  few  days,  Amaldi  had 
thought  the  splintering  of  matter  it  depicted  might  be  worth 
a  Nobel  prize.  But  then  the  Italian  physicist  decided  other- 
wise. "It  isn't  the  Higgs,"  he  says  mournfully. 

At  the  European  Laboratory  for  Particle  Physics  in  Gene- 
va, known  as  CERN,  the  Higgs  boson  is  the  Holy  Grail.  To 
find  the  subatomic  particle  thought  to  give  objects  their 


Subatomic  disintegration:  14  European  nations  support  CERN 

mass,  14  European  governments  have  poured  S800  million 
into  a  huge  supercollider— in  a  17-mile  circular  underground 
tunnel.  It  revved  up  last  August,  and  teams  of  up  to  500 
physicists  are  monitoring  the  collisions  with  giant  detectors. 

CERN  may  not  be  the  champion  of  supercolliding  for  long, 
however.  The  U.  S.  plans  to  build  an  $8  billion,  5  3 -mile 
supercollider  near  Waxahachie,  Tex.,  by  the  late  1990s.  If 
CERN  hasn't  found  the  Higgs  or  something  equally  extraordi- 
nary by  then,  its  supercollider  could  become  a  costly  aster- 
isk in  the  history  of  science.  CERN  hopes  to  add  a  powerful 
$1  billion  upgrade  to  its  collider  by  1997. 

Where  will  it  all  end?  In  A  Brief  History  of  Time,  theoreti- 
cian Stephen  W.  Hawking  notes  that  testing  a  unified  theory 
of  matter  would  require  a  machine  as  big  as  the  solar 
system.  Given  that— and  the  boundless  human  appetite  for 
discovery— the  great  collider  race  probably  isn't  over  yet 
By  Thane  Peterson  in  Geneva 


year,  up  from  $150  million  in  1985.  All  that  cash 
has  spurred  development,  and  Glaxo  has  five 
drugs  entering  the  approval  process.  One  of  the 
most  promising  is  sumatriptan,  which  may  be  the  first 
remedy  for  migraine  headaches.  The  drug  is  expected 
to  be  available  in  the  U.  S.  by  1993,  and  by  some 
estimates  could  generate  $800  million  a  year  in  sales 
by  1997.  That's  not  the  home  run  Zantac  was.  But  if  it 
can  put  together  enough  hits  like  that,  Glaxo  might 
one  day  challenge  America's  Merck  &  Co.  as  the 
world's  leading  drug  company. 

That  would  be  a  big  switch.  Until  recently,  even 
many  of  Europe's  powerhouse  companies  were  "na- 
tional champions" — domestically  oriented  companies 

  that  were  weak  off  their 

home  turf.  They  are  quick- 
ly globalizing  their  re- 
search. The  $23  billion  Ger- 
man drug  and  chemical 
giant  Bayer  is  spending  $59 
million  to  double  the  size  of 
its  lab  in  West  Haven, 
Conn.  And  it's  building  a 
new  research  center  in  Ja- 
pan. France's  Bull,  Danish 
drug  company  Novo-Nor- 
disk,  and  SGS-Thomson  are 
other  national  champs  that 
have  globalized  their  re- 
search efforts. 

At  the  same  time,  Euro- 
pean companies  are  speed- 
ing up  their  poky  product 
cycles.  Philips  was  once  so 
slow  that  on  the  Continent 
"Philips  disease"  came  to 
mean  a  sluggish  arrival  to 
market.  Philips  is  still  hav- 
ing trouble  in  chips  and 
computers.  But  the  Dutch 
giant  is  spinning  out  new 
boom  boxes,  miniaturized 
CD  players,  and  other  con- 
sumer electronics  products 
in  as  short  as  nine 
months — as  fast  as  the  Jap- 
anese. One  result:  Philips 
has  gained  market  share  in 
the  U.  S.  and  is  holding  its 
lead  in  Europe.  "We're 
faster  now,  and  we're  also 
better,"  says  Jan  Timmer, 
who  takes  over  as  Philips' 
CEO  on  July  1.  "And  we're 
using  design  as  an  impor- 
tant competitive  weapon." 

European  governments 
figure  setting  the  right 
standards  will  give  their 
companies  a  boost.  Philips, 
Thomson,  and  Nokia  are 
trying  to  get  a  jump  on 
Japanese  rivals  by  develop- 
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HANGING  TOUGH  BY  TEAMING  UP 


fM&  hen  Europeans  tune  in  to  the 

MnM  World  Cup  soccer  champion- 
mm  ships  in  June,  they'll  have 
more  to  cheer  about  than  just  their 
home  teams.  Europe  is  also  playing 
for  big  stakes  in  the  arena  of  high- 
definition  TV.  From  a  stadium  in 
Rome,  the  final  six  matches  will  be 
broadcast  live  to  eight  receivers 
throughout  Europe,  in  one  of  the 
most  challenging  experiments  yet  in 
21st  century  technology. 

Besides  the  crisp  picture  and 
sound  quality,  the  most  stunning  as- 
pect of  the  demonstration 
is  that  it's  happening  at  all. 
Three  years  ago,  Europe 
wasn't  even  a  contender  in 
HDTV.  But  in  a  collabora- 
tion that  by  1994  will  have 
cost  nearly  $800  million, 
33  European  companies 
and  research  institutes 
have  agreed  on  production 
and  transmission  standards 
and  have  developed  proto- 
type equipment.  Next 
comes  honing  the  advanced 
screen  and  circuit  technol- 
ogies to  give  Europe  a  shot 
at  the  finals  against  japan 
when  HDTV  broadcasts  be- 
gin in  the  mid-1990s.  "We 
already  have  a  far  better 
transmission  system  than 
Japan,"  boasts  Peter  W. 
Bogels,  a  Philips  executive 
and  president  of  the  HDTV 
project.  The  reason:  Eu- 
rope's version  is  compati- 
ble with  existing  TVs. 

While  the  U.  S.  lan- 
guishes in  debate  over  in- 
dustrial collaboration,  Europe's  ex- 
periment in  cooperative  R&D  is 
paying  off.  Since  the  mid-19805, 
companies  and  research  institutes 
from  Denmark  to  Spain  have  poo'ed 
their  resources  in  37  megaprojects— 
from  genetic  engineering  to  thermo- 
nuclear fusion.  Including  Eureka— a 
joint-development  program  done 
outside  EC  auspices— roughly  S20  bil- 
lion will  be  spent  in  Europe  on  joint 
R&D  over  the  next  five  years. 

Most  projects  are  still  in  their  ear- 
ly stages,  so  results  are  hard  to  mea- 


sure. But  Esprit,  a  $6.7  billion  EC 
program  to  forge  advances  in  infor- 
mation technologies,  claims  contribu- 
tions to  129  commercial  products.  A 
five-year  project  in  optical-charac- 
ter-recognition systems  by  Germa- 
ny's AEG,  Italy's  Olivetti,  the  Nether- 
lands' Philips,  and  Britain's  Plessey 
helped  to  speed  up  aeg's  letter-sort- 
ing machines.  Last  year,  aeg's  quick- 
er machines  won  a  $300  million 
U.  S.  Postal  Service  order,  besting 
Toshiba,  NEC,  and  U.  S.  competitors. 
The  programs'  biggest  contribu- 


EUROPE'S  MULTIKATIONAL 
RESEARCH  PROJECTS 


EUREKA 


Involves  295  R&D  projects  in  nine  areas  of  advanced 
technology.  The  major  ones:  JESSi,  an  eight-year,  $4  bil- 
lion campaign  to  keep  Europe's  semiconductor  industry 
alive;  also,  an  $800  million  project  to  counter  Japan  in 
HDTV.  Eureka's  cost:  $7.5  billion. 


ESPRIT 


Some  406  EC-backed  programs  to  bolster  Europe's  in 
formation  technologies,  including  creating  a  European 
multiprocessor  computer.  Cost:  $6.7  billion. 


A  collection  of  88  projects  to  develop  a  powerful,  fiber- 
optics-based  data  communications  system  across  Europe 
by  1995.  Cost:  $2.8  billion. 


BRITE 


Research  to  integrate  new  advanced  materials  and  man- 
ufacturing technologies  into  key  industries  such  as  ship- 
building and  aerospace.  Cost:  $1  billion. 


tions  have  shown  up  in  pan-Europe- 
an standards  for  everything  from 
HDTV  and  broadband  communica- 
tions to  home  appliances  and  auto- 
mated software  design.  Those 
should  help  create  a  single  market 
out  of  a  mosaic  of  nations,  most  too 
small  to  support  huge  R&D  invest- 
ments. Cultural  co-mingling  also  has 
benefits.  After  working  together  on 
a  Eureka  memory  chip  project. 
France's  Thomson  and  Italy's  SGS 
merged  their  chip  operations  in 
1987  to  form  Europe's  second-larg- 


est player.  More  such  deals  are  like- 
ly. "Four  years  ago.  I  knew  more 
people  in  the  U.  S.  than  in  Germa- 
ny," says  Erich  Spitz,  who  heads 
Thomson's  research.  "Now,  just 
knowing  each  other  is  an  important 
psychological  result." 

The  process  is  by  no  means  flaw- 
less. Up  to  half  of  most  programs' 
financing  comes  from  taxpayers,  so 
officials  must  disperse  funds  equita- 
bly, instead  of  to  the  strongest  com- 
panies. The  most  ambitious  Eureka 
program,  the  jESSi  project,  plans  to 
spend  about  $4  billion  over 
eight  years  to  help  Eu- 
rope's semiconductor  mak- 
ers survive  against  Japan. 
But  SGS-Thomson  Micro- 
electronics President  Pas- 
quale  Pistorio  expects  to 
receive  only  about  $20  mil- 
lion a  year  toward  the 
$400  million  it  costs  to  de- 
velop a  new  chip.  "We 
love  it,"  says  Pistorio,  "but 
it  won't  fill  the  gap." 

It's  almost  certain  that 
there  would  be  less  col- 
laboration without  govern- 
ment sponsorship.  Thorn 
EMI  probably  would  have 
killed  a  fledgling  effort  in 
scientific  computers  be- 
cause its  strategy  shifted  to 
emphasize  other  business- 
es, says  a  former  execu- 
tive. But  out  of  obligation 
to  its  Eureka  partners. 
Thorn  kept  up  funding  until 
it  spun  off  the  division  this 
year.  Partly  because  of 
such  commitments,  says  Es- 
prit Director  Jean  Marie  Cadiou.  Eu- 
ropean information  technology  com- 
panies increased  their  R&D  and  capital 
spending  by  five  percentage  points  in 
the  four  years  ended  in  1987,  to 
19.2%  of  revenues  from  14.5%. 
That  nearly  matches  the  U.  S.  level. 

Such  outlays  are  no  guarantee  of 
success.  Still,  says  Michael  Szeblapi, 
West  Germany's  national  coordina- 
tor for  Eureka:  "Europe  now  has  a 
position  in  technologies  where  we 
were  in  danger  of  losing  the  pace." 
By  Jonathan  B.  Levine  in  Paris 
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ing  a  continentwide  HDTV  standard  under  the  Eure 
ka  cooperative  research  project.  Europe  was  also  quick 
to  set  a  standard  for  digital  mobile-phone  systems  that 
are  replacing  analog  ones.  Before,  each  country  had  its 
own  standard  and  favored  local  sup- 
pliers, limiting  competition.  The  new 
standard,  plus  deregulation,  is  cur- 
ing the  debilitating  symptoms 
caused  by  years  of  protectionism. 

Five  years  ago,  in  fact,  most  of 
Europe's  mobile-phone  services  cost 
too  much  to  win  customers.  Then, 
Britain  started  a  revolution:  It  let 
two  mobile-phone  operators  com- 
pete. The  market  boomed,  so  now, 
Germany  is  allowing  competition  for 
the  first  time,  too,  and  other  coun- 
tries may  follow.  In  short,  Europe 
could  have  a  bustling  digital  mobile- 
phone  network  in  three  years — well 
ahead  of  Japan  or  the  U.  S. 

Now,  European  companies  want  *  1989  numbers 
to  take  back  lost  ground.  After 
years  out  of  the  market,  SGS-Thomson  hopes  to  start 
making  dynamic  random-access  memory  (dram)  chips 
again  next  year,  perhaps  through  a  joint  venture.  Once 
it  joins  Siemens,  two  of  Europe's  three  biggest  chip- 
makers  will  be  making  DRAMs.  That's  in  stark  contrast 
to  the  U.  S.,  where  most  chipmakers  shy  away  from 


EUROPE'S  TOP  in 
CORPORATE  R&DI 
SPENDERS 


FY 

RgD 

RSD 

1989 

Company 

Millions 

as  a  % 

of  Dollars 

of  sales 

1 

SItMENS  (W.  G.)* 

3684 

11.2 

2 

DAIMLER  BEN2  (W.  G. 

*  2927 

8.2 

3 

PHILIPS  (Neth.)* 

2154 

8.0 

4 

C6E  (Fr.) 

1806 

8.4 

5 

BAYER  (W.  G.) 

1404 

6.1 

6 

HOECHST  (W.  G.) 

1379 

5.9 

7 

ABB  (Swit.)* 

1361 

6.6 

8 

FIAI  (It.) 

1240 

3.6 

9 

CIBA-GEICV  (SwIt.) 

1232 

10.2 

10 

VOLKSWAGEN  (W.  G.) 

1198 

3.5 

a  DRAM  market  now  dominated  by  the  Japanese. 
Will  Europe  be  able  to  forge  all  these  efforts 
into  a  comeback?  That's  hard  to  guarantee.  One 
reason  is  the  conservatism  of  European  customers. 
Robb  Wilmot,  former  chairman  of  British  computer 
maker  ICL  and  co-founder  of  European  Silicon  Struc- 
tures, claims  the  pan-European  chip 
startup  hasn't  grown  as  fast  as  pre- 
dicted largely  because  the  advanced 
chips  it  sells  are  catching  on  more 
slowly  on  the  Continent  than  they 
are  abroad.  The  most  advanced  cus- 
tomers are  in  the  U.  S.,  he  gripes: 
"How  can  Europe  create  cutting- 
edge  technology  when  European  us- 
ers of  technology  are  so  conserva- 
tive? That's  the  critical  issue." 

Buying  into  U.  S.  technology  can 
be  a  risky  way  to  solve  the  problem. 
Roche  may  find  that  Genentech's 
scientists,  accustomed  to  entrepre- 
neurism,  will  not  take  to  a  big  Swiss 
company.  Bull  took  over  Honey- 
well's computer  operations,  says 
CEO  Francis  Lorentz,  largely  be- 
cause "70%  of  our  sales  came  from  products  for  which 
we  didn't  control  the  technology."  Now,  Bull  has 
bought  out  Zenith  Data  Systems  Corp.  to  get  a  hold  on 
personal  computers.  Yet  despite  more  than  doubling 
its  revenues  in  five  years,  to  $5.8  billion.  Bull  reported 
a  loss  for  1989  because  of  stiff  U.  S.  competition. 


DATA:  Compustat.  BW 
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Government-backed  research  programs  aren't  al- 
ways a  cure,  either.  The  EC's  Esprit  research  program 
was  started  six  years  ago  to  prop  up  computer  technol- 
ogy on  the  Continent,  but  Europe  continues  to  lag 
behind  the  U.  S.  Some  experts,  such  as  John  M.  Mar- 
cum,  head  of  the  European  Institute  of  Technology  in 
Verona,  Italy,  also  worry  that  Eastern  Europe  could 
hurt  Europe's  technology  programs  by  distracting 
Germany  from  cooperating  fully.  Eastern  Europe  also 
may  siphon  off  investments  into  low-  and  medium-tech 
products — money  that  otherwise  might  have  helped 
Europe  make  up  ground  in  high  tech. 

If  Europe  fails,  it  will  become  more  dependent  on 
foreign  technology.  Already,  Germany's  Daimler  Benz 
is  negotiating  an  accord  with  Mitsubishi  Corp.  that 


may  include  everything  from  cars  to  electronic  compo- 
nents. Japan  expert  Jean-Pierre  Lehmann  of  consul- 
tants InterMatrix  Inc.  calls  it  "potentially  the  broadest 
and  deepest  deal  with  a  Japanese  company  I've  ever 
seen."  Siemens  has  made  its  comeback  in  memory 
chips  partly  thanks  to  help  from  Toshiba,  and  now  the 
German  powerhouse  has  a  second  chip  deal  with  IBM. 

Still,  such  partnerships  acknowledge  the  strides  Eu- 
rope has  made  so  far.  Five  years  ago,  notes  Marcum, 
"Siemens  was  too  far  behind  for  IBM  to  have  even 
considered  it  as  a  partner."  Now,  in  each  crucial  area, 
a  few  big  companies  can  take  on  anyone — and  make 
Europe  a  heavy  hitter  in  high  tech. 

By  Thane  Peterson  in  Paris,  with  Mark  Maremont 

in  London 


HIGH  TECH  SEEMS  TO  BE  A  DIRTY  WORD 


M^M  ith  record  sums  of  European 
mnM  venture  capital  available,  Brit- 
mW  ain's  David  M.  Watson  ex- 
pected to  round  up  $1  3  million  for  a 
company  to  make  multiprocessor 
scientific  computers.  But  after  a 
year  of  scouting,  he  lowered  his 
sights  in  February  and,  with  just 
$800,000,  started  Parsys  Ltd.,  a 
spin-off  from  Thorn  EMI 
in  London.  Parsys  is  a 
success  so  far,  but  Wat- 
son will  need  a  hard  sell 
to  get  second-round  fi- 
nancing. "High  tech 
seems  to  be  a  dirty 
word  to  venture  capi- 
talists at  the  moment," 
he  says. 

Little  wonder.  When 
European  venture  capi- 
tal started  humming  In 
the  early  1980s,  inves- 
tors pumped  millions 
into  high-tech  startups 
in  hopes  of  imitating  Sili- 
con Valley.  But  most 
got  burned,  and  Europe  produced 
no  Apple  Computers  or  Genentechs 
to  whet  future  appetites.  So  the 
money  has  moved  to  services  and 
luxury  goods,  as  well  as  family  en- 
terprises and  nontech  management 
buyouts.  According  to  researcher 
Venture  Economics  Inc.,  Europe  in- 
vested $5.1  billion  last  year  In  ven- 
ture capital— more  than  the  U.  S. 
level.  But  only  23%  went  into  high 
tech,  vs.  more  than  60%  in  the  U.  S. 

One  reason  is  that  technology 
startups  still  face  the  same  problems 
they  have  for  a  decade.  Despite  the 


recent  creation  of  secondary  finan- 
cial markets  in  most  of  Europe,  only 
in  Britain  is  it  easy  for  Investors  to 
get  their  money  out  of  young  com- 
panies. Worse,  despite  the  promise 
of  a  single  market  in  1992,  Europe  Is 
still  hobbled  by  more  than  a  dozen 
legal  and  tax  systems.  That  com- 
pounds the  difficulty  of  earning  a 


wiimiiiiiiii 

Hungry  for  venture  capital:  Parsys'  Watson  witli  backer  Malcolm  Malir 


healthy  return  on  capital-intensive 
technology  startups. 

A  small  cadre  of  investors  contin- 
ues to  comb  Europe's  technology 
meccas  In  search  of  opportunity. 
Last  year.  Baring  Brothers  Ham- 
brecht  &  Quist  Ltd.  set  up  a  $6 
million  fund  to  exploit  the  riches  in 
electrical  engineering  and  materials 
science  at  the  LJnlversity  of  Dort- 
mund in  West  Germany.  Abing- 
worth  Management  lured  Alan  Mun- 
ro  out  of  Cambridge  University, 
where  he  was  head  of  pathology,  to 
seek   treatments   for  auto-Immune 


diseases  at  startup  Immunology  Ltd. 
And  In  January,  three  Benelux  funds 
anted  up  $1  million  for  Antwerp  Bi- 
onic  Systems,  a  startup  making  an 
electronic  ear  implant  for  the  hear- 
ing-Impaired, based  on  electronic 
nerve-stimulation  research  at  Ant- 
werp University. 

Still,  there  were  fewer  than  100 
seed  Investments  In  all 
of  Europe  in  1  989. 
Notes  Jos  B.  Peeters, 
managing  director  of 
Belgium's  BeneVent 
Management:  "The  level 
of  technology  startups 
is  abysmal."  To  reverse 
the  trend,  the  European 
Commission  last  year 
started  a  program  to 
shoulder  up  to  50%  of 
the  operating  costs  of 
24  seed-capital  funds. 
Other  national  Initia- 
tives are  offering  similar 
financial  support,  such 
as  a  new  plan  in  West 
Germany  that  Insures  against  60% 
of  investors'  losses  in  young  high- 
tech companies. 

Such  enticements  won't  produce 
quick  results,  says  David  Cooksey, 
managing  director  of  Advent  Inter- 
national. Like  many  investors,  he 
sees  faster  returns  in  buying  units 
shed  by  big  companies  as  they  re- 
structure for  1992.  Until  high  Inter- 
est rates  and  depressed  debt  mar- 
kets dampen  that  source  of  deals, 
Europe's  venture  capitalists  may 
largely  stay  away  from  high  tech. 
By  Jonathan  B.  Levine  in  Paris 
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UNIFICATION  MAY  BOOST  HIGH  TECH  — 
BUT  AT  A  HIGH  COST  AND  SLOW  PACE 

9Mf  Berlin  Wall  tumbled  down  last  fall, 

mnm  hardly  anyone  saw  high  technology  emerging 
mm  from  the  rubble.  Starved  for  the  basics  of  life, 
East  Germans  seemed  intent  on  gobbling  fresh  pineap- 
ple and  bopping  to  a  Sony  Walkman.  And  reunification 
seemed  likely  to  hobble  West  Germany.  But  now,  with 
the  two  close  to  merging,  some  Germans  see  a  super- 
power of  innovation  ready  to  rise  from  the  dust. 

A  united  Germany  could  be  strong  indeed.  Last 
year,  West  Germany  ran  just  behind  the  U.  S.  as  the 
world's  biggest  exporter  of  good.s — well  ahead  of  Ja- 
pan. And  after  a  decade  of  stimulating  R&D,  Bonn 
claims  to  sell  more  research-intensive  products  than 
anyone  else.  Research  minister  Heinz  Riesenhuber  in- 
sists that  reunification  will  ignite  a  burst  of  scientific 
productivity.  "East  Germans  have  the  same  motivation 
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Model  for  export!  Painting 
an  aircraft  prototype  at  MBB 
in  Gummersbacli,  West  Germany 

that  we  do,"  he  says. 
"What  they  didn't  have  be- 
fore was  a  system  that  pro- 
moted creativity." 

The  gains  could  take 
awhile  to  show  up.  East 
Germany  adds  some 
200,000  scientists  to  the 
German  equation.  But  its 
labs  are  decrepit  and  over- 
staffed by  perhaps  40%. 
"There's  no  way  a  West 
German  company  could 
keep  all  of  the  researchers 
employed,"  says  Giinter 
Lauterbach,  a  top  official 
in  the  West  German  re- 
search ministry.  During 
the  1980s,  moreover,  the 
Communist  government  of 
Chairman  Erich  Honecker 
shortchanged  many  fields 
of  research  to  try  to  keep 
up  in  semiconductors.  And 
the  chips  project  was  a  di- 
saster, says  Hans-Gerd 
Neglein,  the  board  member 
responsible  for  Eastern  Eu- 
rope at  electronics  giant  Siemens.  "They'll  have  to 
write  off  everything." 

Still,  West  Germany  is  in  good  shape  to  help.  In  just 
five  years,  it  has  done  a  lot  to  shake  off  the  over- 
regulation  and  heavy  social  spending  that  penalized  it 
in  the  early  '80s.  And  big  companies  such  as  Bayer  and 
Siemens  have  expanded  for  1992's  unified  European 
market.  East  Germany  may  slow  West  Germany's  mo- 
mentum briefly.  But  "the  synergy  will  come  three  to 
five  years  from  now,  when  the  East  German  economy 
is  restructured  and  its  productive  forces  are  released," 
predicts  Meinhard  Miegel,  president  of  the  Institute 
for  Economic  &  Social  Research,  a  Bonn  think  tank. 

The  immediate  concern  is  to  plug  East  Germany's 
incipient  brain  drain,  which  has  hit  biochem.istry  and 
medical  research  so  far.  By  midyear,  Bonn  plans  to 
change  Ostmarks  into  Deutschemarks  at  par — for 
wages,  pensions,  and  some  savings.  Since  Deutsche- 
marks are  worth  much  more,  scientists  who  stay  in  the 
East  shouldn't  suffer  financially.  To  make  leaving  hard- 
er, on  July  1,  Bonn  will  drop  the  special  aid  payments  it 
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UDS  can  stand 
the  heat  in  the 
modem  kitchen 

The  Canadian  standards  Associ- 
ation literally  put  our  modenn  to 
the  torch.  The  UDS  V.32  in  this 
photo  suffered  considerable  cos- 
nnetic  distress,  but  as  bad  as  the 
unretouched  dannage  looks,  the 
modenn  still  handles  data  normal- 
ly. For  more  details  on  modems 
that  can  take  anything  you  throw 
at  them,  contact: 

UDS 

5000  Bradford  Drive 
Huntsville,  AL  35805-1993 
Telephone  205/430-8000 
FAX  205/430-8926 
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has  traditionally  given  to  East  German  immigrants 

The  next  step  is  to  remake  East  Germany's  technical 
infrastructure.  In  1985,  hoping  to  improve  efficiency, 
the  country  began  making  industry  pay  for  most  of 
the  $7.5  billion  a  year  it  spends  on  R&D.  The  idea  was 
to  make  research  more  market-oriented.  Instead,  basic 
research  got  short  shrift,  while  the  limp  competition 
and  rigidity  of  a  planned  economy  stifled  innovation. 

As  a  result.  East  German  labs  lack  nearly  every- 
thing. Specialized  scientific  journals  are  rare,  since 
they  soak  up  precious  hard  currency.  A  report  circulat- 
ed at  the  Academy  of  Sciences  puts  the  average  age  of 
East  Germany's  measuring  equipment  at  15  years. 
"We're  often  ashamed  to  publish  our  analytical  data," 
says  one  leading  scientist.  "No  one  would  believe  you 
can  get  reliable  data  on  such  old  instruments." 

West  Germany  is  moving  to  reme- 
dy all  this.  This  fall,  23,000  East 
German  scientists  in  big  cities  will 
be  hooked  up  to  America's  Dialog 
data  base  and  electronic  mail  sys- 
tem. For  the  first  time,  they  will  be 
able  to  communicate  with  research- 
ers all  over  the  West.  East  and 
West  Germany  also  are  cooperating 
on  research  in  housing,  medicine,  re- 
actor safety,  coal-mining  technol- 
ogy, and  environmental  protection, 
and  there  will  be  more  joint  projects 
as  the  two  merge.  The  strategy  is  to 
make  East  Germany  more  market- 
oriented.  The  strongest  companies, 
such  as  computer  maker  Robotron 
and  optics  giant  Carl  Zeiss,  will 
probably  hook  up  with  West  Ger- 
man partners.  Both  have  joint  ven- 
tures with  Siemens,  for  instance. 

The  Kombinats,  as  the  big  East 
German  industrial  groups  are  called,  need  plenty  of 
help.  Zeiss  has  doubled  its  R&D  staff  in  five  years,  to 
8,000 — or  11%  of  its  total  payroll.  Now,  says  one  West 
German  industrialist,  massive  layoffs  loom.  To  take  up 
the  slack,  Bonn  will  help  fund  East  Germany's  start- 
ups. Riesenhuber  expects  entire  departments  of  the 
Kombinats  and  the  Academy  of  Science  to  form  com- 
panies, especially  in  the  environmental-protection  busi- 
ness. The  idea  is  for  the  startups  to  become  suppliers 
and  contract  researchers  for  West  German  companies. 

West  Germany  is  much  better  positioned  now  to 
digest  all  this  than  it  was  a  decade  ago.  Over  the  past 
10  years,  its  R&D  outlays  have  risen  to  $55  billion,  or 
2.9%  of  gross  national  product,  from  $33  billion,  or 
2.6%.  During  the  same  period,  Bonn  and  regional  gov- 
ernments poured  more  money  into  basic  research  and 
joint  international  projects,  cutting  back  funding  of 
commercial  research.  Companies  funneled  more  money 
into  fewer  projects,  focusing  on  what  Germans  tradi- 
tionally do  best:  cars,  chemicals,  and  electrical  goods. 
And  through  takeovers,  such  as  Daimler  Benz's  ab- 
sorption of  defense-and-aerospace  giant  mbb,  compa- 
nies have  been  building  up  their  technology  bases. 


The  results  have  been  encouraging.  Measured 
by  worldwide  patent  registrations,  once-lumbering 
behemoths  such  as  Hoechst,  Bayer.  Siemens,  and 
Robert  Bosch  now  rank  ahead  of  Japan's  best  and 
brightest  in  innovation,  says  Konrad  Faust,  an  econo- 
mist with  the  Institute  for  Economic  Research  in  Mu- 
nich. In  seven  years,  auto-parts  giant  Bosch  has  dou- 
bled its  research  spending,  to  $1  billion,  or  6%  of  sales, 
helping  it  grab  a  157'  share  of  world  markets  for  car 
fuel-injection  systems  and  80%  for  computer-controlled 
braking  systems.  Now,  Bosch  will  lend  equipment  and 
expertise  to  help  East  German  entrepreneurs. 

Some  cultural  obstacles  remain.  Even  by  Old  World 
standards,  West  Germans  seem  overly  cautious  when 
it  comes  to  new  technology.  "Nobody  wants  to  adjust," 
recalls  George  Kalman,  a  former  Memorex  Corp.  man- 
ager, who  two  years  ago  started  KC  Data  Systems, 
which  makes  a  device  to  connect  printers  to  main- 


Al  Robotron,  a  West  6e/man  technician  instructs  an  East  German  worker 

frames.  He  finally  had  to  get  a  Swedish  company  to 
manufacture  his  gadget.  Inventions  at  such  hotshot 
researchers  as  the  government-funded  Frauenhofer  In- 
stitute, a  loose  association  of  research  centers  around 
West  Germany,  often  go  unused  for  lack  of  investors. 

Most  big  West  German  companies  are  being  just  as 
conservative  in  East  Germany.  Volkswagen  and  Gener- 
al Motors  Corp.'s  Opel  subsidiary,  among  others,  are 
building  assembly  plants  to  take  advantage  of  East 
Germany's  cheap  labor.  But  so  far,  little  money  is 
going  into  advanced  technology,  partly  because  East 
German  researchers  need  extensive  and  costly  retrain- 
ing. Until  such  investment  picks  up.  East  Germans  are 
likely  to  fear  being  economically  exploited. 

Still,  both  West  and  East  have  much  to  gain  from  a 
partnership.  West  Germany  will  expand  its  innovation 
base  and  get  a  toehold  in  Eastern  Europe  and  the 
Soviet  Union,  where  East  German  researchers  have 
ties.  And  East  Germany  can  start  to  shrug  off  years  of 
underfunding  and  excess  bureaucracy.  Says  consultant 
Miegel:  "It's  like  taking  something  off  ice  after  40 
years  and  watching  it  melt  and  come  alive  again." 

By  Igor  Reichlin  in  Bonn 
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The  company  that  brought  you 
e  first  soft  landing  on  the  moon 
►w  brings  you  soft  landings  / 
ittle  closer  to  home.  y-r 


When  the  Eagle  landed 
he  Sea  of  Tranquility,  a 
W  engine  set  it  down 
itly.  Now  TRW  is  creat- 
soft  landings  on  earth, 
r  air  bags  are  factory 


equipment  on  millions  of 
cars.  Not  quite  the  stuff  of 
moon  landings,  perhaps, 
but  consider  the  technology 
involved. 

An  air  bag  system  must 
recognize  a  crash,  decide 
what  to  do,  inflate  the  bag, 
and  deflate— all  in  less  than 
a  second.  And  this  system 
has  to  be  as  reliable  for  you 
as  the  one  we  made  for 
Americas  astronauts. 


In  a  head-on  crash,  you 
can't  have  better  protection 
than  an  air  bag  and  seatbelt. 
The  government  estimates 
that  using  both  can  reduce 
your  chance  of  serious  injuiy 
by  half.  By  the  end  of  this 
centuiT,  most  cars  will  have 
both.  And  that,  too,  will  be  a 
giant  leap  for  mankind. 
One  smart  company. 
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Help  Wanted,  And  Fast 


SOVIET  RESEARCHERS  ARE  EAGER  TO 
WORK  WITH  — AND  FOR  — THE  WEST 

/n  the  Mir  space  station  last  winter,  235  miles  above 
the  earth,  cosmonauts  Alexander  Viktorenko  and 
Alexander  Serebrov  ran  a  crucial  experiment:  For 
57  days,  under  contract  from  a  U.  S.  space  services 
company,  they  tended  protein  crystals  being  grown  to 
develop  new  drugs.  It  was  the  Soviet  Union's  first 
commercial  space  contract  with  the  U.  S.,  and  a  key 
one.  It  opens  the  door  to  new  sources  of  hard  currency 
for  the  Soviets'  cash-short  space  budget.  And  it  marks 
a  milestone  in  a  Soviet  push  to  work  with— and  for — 
the  West.  The  experimental  results  were  promising, 
and  may  lead  drug  companies  around  the  world  to  give 
the  Soviets  business.  "One  of  our  great  mistakes  is 
that  we  didn't  have  enough  international  cooperation," 
says  Gury  I.  Marchuk,  president  of  the  Soviet  Acade- 
my of  Sciences.  "Now,  we  are  eager  to  increase  co- 
operation— and  also  [improve]  our  results." 

The  Soviet  academy  has  set  up  33  ventures  with 
Western  companies  in  the  past  two  years.  The  Soviet 
space  agency  has  cooperation  deals  with  the  European 
Community  and  South  Korea,  and  will  launch  a  Japa- 
nese journalist  into  space  in  December.  And  a  Soviet 
delegation  to  Washington  recently  submitted  30  pro- 


posals for  joint  technology  ventures.  "This  is  the  most 
delicate  sphere  of  our  relations,"  says  Vladimir  V. 
Ezhkov,  deputy  chairman  of  the  State  Committee  on 
Science  &  Technology.  "It  was  restored  last  [because] 
it  deals  with  the  future  of  our  countries." 

The  benefits  of  opening  up  are  mutual.  Westerners 
can  learn  from  Soviet  advances  in  materials  and  high- 
energy  physics.  And  the  Soviets  need  partners  to  fund 
R&D — and  help  get  their  inventions  to  market.  "We 
know  some  of  our  innovations  are  at  a  high  level," 
says  Ezhkov.  "But  we  cannot  judge  their  commercial 
value.  Western  partners  can  help."  Soviet  policymak- 
ers also  want  to  hasten  technology  use  at  home,  re- 
dressing a  decades-old  failure.  Stalin  and  his  succes- 
sors spent  massively  on  military  technology,  with  few 
spin-offs  for  industry  or  consumers.  The  phone  system 
creaks,  medicine  is  short,  and  computers  are  rare. 

All  that  was  supposed  to  change  after  Mikhail  Gor- 
bachev came  to  power  in  1985  and  introduced  peres- 
troika,  the  restructuring  of  the  economy.  But  the  gov- 
ernment's ambitious  program  to  convert  military 
plants  to  consumer  goods  is  faltering,  as  is  much  else 
of  the  plan.  "We  made  a  lot  of  efforts  to  introduce  new 
technologies  in  industry.  But  we  did  not  manage  to  do 
it.  Now,  science  and  technology  are  blamed,"  says 
Yuri  A.  Osipian,  a  Soviet  physicist  and  the  only  scien- 
tist appointed  to  Gorbachev's  presidential  council, 
which  helps  shape  policy.  The  1986  nuclear  accident  at 


^:  ,v  (  ii  j  i.tstruments  in  a  Moldavian  factory:  For  the  first  time,  inilitutes  are  being  encouraged  to  commercialize  their  inventions 
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known  as  MNTKs. 


EUROPE 


Chernobyl  and  the  science  establishment's  links  to 
the  military  have  added  to  the  problem.  "People  are 
more  interested  in  moral  and  social  issues  now,"  says 
Yevgeny  P.  Velikhov,  an  academy  vice-president. 
"They  say  that  hard  science  is  not  the  answer." 

To  be  more  effective,  the  Soviet  academy  is  trying  to 
focus  the  efforts  of  its  members.  Until  recently,  mon- 
ey was  doled  out  to  directors  of  the  academy's  300 
institutes,  who  funded  their  favorite  scientists.  Now, 
all  162,000  scientists  vie  directly  for  the  academy's  $1.7 
billion  budget,  and  for  a  $1.2  billion  state  budget  for 
priority  projects  such  as  high-energy  physics. 

The  academy  is  encouraging  scientists  to  manufac- 
ture their  inventions.  This  year,  for  the  first  time,  it 
will  let  institutes  set  up  factories.  And  the  state  has 
organized  23  technical  complexes 
These  groups  link  research  in- 
stitutes in  biotechnology,  phys- 
ics, and  chemistry  with  manu- 
facturing enterprises.  One, 
MNTK  Thermosynthesis,  will 
soon  market  its  technology  for 
high-performance  ceramics,  su- 
perconducting powders,  and 
special  coatings  through  Kiser 
Research  Inc.,  a  Washington, 
D.  C,  company  that  helps  sell 
Soviet  technology  in  the  West. 
"The  American  system  for  mak- 
ing superconductor  ceramics 
takes  15  to  50  hours.  These 
guys  do  it  in  45  seconds,"  says 
George  C.  Farnbach,  a  Kiser 
vice-president. 

What  Soviet  innovation  really 
needs,  many  scientists  say,  is  a 
shift  toward  a  market  economy. 
Gorbachev  has  promised  it,  but 
will  proceed  only  after  a  nation- 
al debate  and  referendum.  Osi- 
pian  says  his  role  as  science  ad- 
viser is  to  "establish  a  new  mechanism  of  proposing 
technical  solutions  for  industry."  A  free  market,  he 
says,  could  do  that  "automatically." 

Ventures  with  the  West,  especially  those  involving 
production  in  the  Soviet  Union,  already  are  making  a 
difference.  Dialogue,  a  joint  venture  with  Chicago- 
based  MfaiiaKement  Partnership  International,  in- 
creased the  ."-'i  jviet  base  of  personal  computers  by  S.57< 
last  year  by  i  liporting  7,000  machines  and  installing 
Soviet  software  in  them.  And  Interquadro,  a  Franco- 
Soviet-Italian  joint  venture,  has  churned  out  $80  mil- 
lion worth  of  office  and  factory  automation  systems  in 
its  first  two  years  in  business.  Demand  is  so  high  that 
Interquadro  can  fill  only  107'  of  its  orders,  says  its 
'oviet  president.  Lev  Weinberg. 

^he  authorities  want  more  such  projects.  The  State 
C'l  mittee  on  Science  &  Technology  has  set  up  a  trav- 
cMi!...:  trade  show,  now  touring  Europe,  that  displays 
150  .bO'  iet  advances  ranging  from  software  to  a  frozen 
dv-ssert  rhat  stays  soft  at  subzero  temperatures.  And 


THE  PATON  INSTITUTE 
IS  RENEWING  TIES  TO 
U.S.  UNIVERSITIES  THAT 
CUT  OFF  CONTACT  AFTER  THE 
INVASION  OF  AFGHANISTAN 


Gosplan,  the  Soviet  state  planning  committee,  re- 
cently signed  a  deal  with  SRi  International,  in  Men 
lo  Park,  Calif.,  to  set  up  consulting  centers  in  botli 
countries  to  foster  high-tech  ventures.  "Our  job  is 
guidance  and  strategy  planning,"  says  Vladimir  \. 
Simakov,  director  of  scientific  planning  for  Gosplan. 

Facing  a  $100  billion  budget  deficit,  Moscow  also  is 
pressing  its  institutes  to  find  partners  in  basic  re- 
search. While  spending  on  science  and  technology  will 
be  4.7%  of  Soviet  gross  national  product  this  year — 
about  $70  billion,  at  official  exchange  rates — budgets 
for  many  projects  are  squeezed.  The  space  budget,  for 
example,  was  cut  10%,  to  $10.3  billion — and  most  insti- 
tutes have  to  find  up  to  30%  of  their  own  financing. 

The  Paton  Institute  in  Kiev,  for  one,  is  renewing 
contacts  with  U.  S.  universities  that  dried  up  after  the 
Soviet  invasion  of  Afghanistan.  It  wants  to  do  joint 
ventures  in  metallurgy  and  to  develop  new  composites. 

"Tackling  large  problems  is  so 
expensive  that  it's  very  difficult 
to  do  independently — and  very 
stupid,"  says  Boris  Paton,  direc- 
tor of  the  institute  and  son  of 
its  founder.  "We  are  ready  to 
throw  all  we  have  at  the  U.  S. 
and  work  together." 

Across  the  country,  in  Novosi- 
birsk, scientists  at  the  Institute 
of  Nuclear  Physics  want  to 
team  up  with  Stanford  Universi- 
ty's Linear  Accelerator  Center 
and  Japan's  National  Laborato- 
ry for  High  Energy  Physics  to 
build  a  particle  collider.  And  the 
Soviets  are  proposing  a  Soviet- 
American  university  with  cam- 
puses in  both  countries.  In  the 
U.  S.,  says  Osipian,  Soviet  spe- 
cialists would  teach  mathemat- 
ics and  physics.  In  Russia,  U.  S. 
experts  would  teach  economics, 
business  administration,  and 
computer  science.  All  this  hangs 
on  continued  improvements  in  Soviet-U.  S.  relations. 
COCOM,  the  Western  coordinating  committee  that  con- 
trols sales  of  technology  to  the  East,  is  easing  its 
restrictions.  And  the  Soviets  can  hardly  wait.  "If  there 
are  doubts,  we  can  agree  on  the  procedures  for  control 
and  supervision,"  says  the  State  Science  Committee's 
Ezhkov. 

Much  work  remains  to  be  done.  The  Soviets  have  no 
intellectual  property  laws,  and  they  worry  about  pro- 
tecting their  rights  to  new  technology.  Moreover, 
while  the  Soviet  academy  has  spent  $1.5  billion  in  the 
past  two  years  on  equipment,  lab  working  conditions 
are  still  below  par.  So  a  brain  drain  is  a  worry  now 
that  Soviet  scientists  can  travel  more  freely. 

But  the  Soviets  can't  afford  to  get  preoccupied  with 
that.  Loren  Graham,  a  specialist  on  Soviet  technology 
at  MIT,  notes  that  "they  are  in  this  sad  position  of 
making  a  tremendous  effort  to  change,  but  not  being 
able  to  match  the  rate  of  change  elsewhere." 

By  Rose  Brady  in  Moscow 
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il  Winning  awards  is  the  last 
■  Ifthing  on  their  minds, 
hey  re  the  type  of  people  we 
all  "Extrapreneurs."  Suc- 
Bssful  business  profession- 
Is  who  are  dedicated  to 
Diving  today's  social,  eco- 
omic  and  cultural  problems. 


People  who  feel  helping  their 
community  is  all  in  a  day's  work. 

In  1986,  the  Chivas  Regal 
Extrapreneur  Awards  were 
created  to  identify  and  honor 
such  individuals.  Individuals 
who  have  used  their  proven 
business  skills  to  create  and 
manage  unique  public  service 
programs . 


If  you  are  an  "Extrapreneur" 
or  know  of  someone  who  is, 
please  contact  the  Chivas 
Regal  Extrapreneur  Awards, 
Suite  300,  301  East  57th 
Street,  New  York,  NY  1002  2, 
or  call  (21  2)  71  5-1  560forfur- 
ther  details. 
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Hunting  Pay  Dirt  In  Eastern  Europe 


SCIENTISTS  ARE  DESPERATE  FOR  CASH- 
SO  WESTERN  COMPANIES  ARE  RUSHING  IN 

■  Mestled  among  three  universities  and  a  biological 
mm  research  center  in  the  southern  Hungarian  town 
*■  of  Szeged  is  the  spanking  new  biotech  lab  of 
Vepex  Biotechnika,  a  company  that  dreams  of  becom- 
ing the  Genentech  Inc.  of  Eastern  Europe.  But  the  lab, 
crammed  with  $1.5  million  in  Western  equipment,  may 
go  to  waste,  because  the  government  won't  ante  up  $5 


Skoda  faclory  in  Ciechoslovakia:  Ihe  auiomaKer  is  scouting  deals  with  Weslern  pariners 

million  it  promised  for  R&D.  "We  have  to  find  a  partner 
and  start  production  or  the  company  will  collapse," 
says  scientific  director  Kornel  L.  Kovacs. 

Throughout  Eastern  Europe,  pockets  of  scientists 
like  those  at  Vepex  are  struggling  to  stay  afloat.  In 
the  past,  these  hardy  souls  came  up  with  innovations 
despite  ideological  opposition,  dismal  infrastructures, 
and  security  restrictions.  Many  of  those  problems  are 
diminishing,  but  one  has  gotten  worse:  a  shortage  of 
cash.  Funds  that  had  once  been  set  aside  for  science 
are  being  slashed,  as  Eastern  Europe's  ailing  econo- 
mies brace  for  change. 

The  region's  die-hard  inventors  are  striking  evidence 
of  its  potential.  Czechoslovakian  chemist  Otto  Wich- 
terle,  for  example,  invented  the  soft  contact  lens  in  the 
1960s — at  home.  Because  of  his  anti-Soviet  sentiments, 
he  had  been  expelled  from  the  Technical  University  in 
Prag  le  and  banned  from  doing  applied  research  in  the 
institute  where  he  worked.  Bausch  &  Lomb  bought  the 
U.  S.  patent  rights  in  1967,  generating  millions  in  prof- 


its for  the  Communist  government.  Wichterle  got 
$100,000. 

Now,  with  the  shift  toward  market  economies.  West- 
ern companies  are  looking  for  more  pay  dirt  in  Eastern 
Europe.  Czechoslovakian  scientists  file  10,000  domestic 
patents  a  year.  East  Germany  is  a  leader  in  machine 
tools.  And  Hungary  is  known  for  its  world-class  math- 
ematicians, while  its  programmers  have  come  up  with 
software  that  sells  well  in  the  West. 

Investments  in  Eastern  Europe  will  be  risky  until  its 
economic  situation  is  stabilized — and  they  could  take 
years  to  pay  off.  One  big  lure,  however,  is  cheap 
brainpower.  "There  are  a  lot  of  quali- 
fied people  in  East  Europe,  and  there 
is  a  shortage  of  skilled  labor  in  the 
West,"  says  Berthold  Leibinger,  chief 
executive  of  West  German  machine- 
tool  maker  Trumpf .  Eastern  Europe's 
scientists  earn  less  than  one-third 
what  their  Western  counterparts  do. 
Some  companies  also  figure  that  tap- 
ping local  talent  for  R&D  may  provide 
an  edge  in  the  region's  new  markets. 

West  German  companies  lead  the 
way.  Trumpf,  for  instance,  has 
clinched  a  joint  venture  with  East 
Germany's  7th  of  October  Co.  to  de- 
velop and  make  precision  laser  equip- 
ment. Chemical  giant  Hoechst  signed 
up  the  East  German  Academy  of  Sci- 
ence for  help  with  polymer  and  chem- 
ical research.  Siemens  is  tapping 
Hungarian  engineers  to  write  soft- 
ware and  is  negotiating  cooperative 
research  agreements  with  state  institutes  in  medical, 
computer,  and  power-plant  technology. 

The  rest  of  the  world  is  close  behind.  General  Elec- 
tric Co.  laid  out  $150  million  last  year  for  control  of 
Hungarian  lighting  company  Tungsram.  And  Czech 
officials  say  GE  is  negotiating  a  joint  venture  with 
Skoda,  the  Czech  engineering  company.  The  big  Czech 
automaker,  also  called  Skoda,  wants  a  Western  part- 
ner, too.  Swiss-Swedish  power-equipment  giant  ABB 
Asea  Brown  Boveri  Ltd.  has  power-plant  ventures  in 
East  Germany  and  Poland.  Philips  is  considering  in- 
vesting in  a  TV  plant  in  Yugoslavia  and  has  signed  a 
deal  with  Czech  electronics  company  Tesla  to  make 
videocassette  recorders. 

For  now,  the  best  prospects  are  in  Hungary.  Its 
government  spends  2.5%  of  gross  national  product  on 
research,  not  far  behind  Japan's  2.8%.  And  it  accounts 
for  nearly  half  of  Eastern  Europe's  filings  with  the 
European  patent  office,  with  117  last  year.  Hungary 
was  more  open  than  others  in  the  Warsaw  Pact,  allow- 
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Like  modern  pioneers, 
m\c  moving  into  areas  that 
3fFer  the  best  opportunities 
for  future  growth. 


The  spirit  of  the  Old 
West  is  ahve  and  well  in 
the  telecommunications 
industry  today.  New 
opportunities  are 
created  almost  daily. 
And  those  who  move 
quickly  reap  the 
rewards. 

At  ALLTEL 
Corporation,  we  are 
doing  just  that. 

We're  building  on  a 
solid  base  of  regulated 
telephone  operations, 
while  moving 
aggressively  into  high- 
growth,  non-regulated 
fields  like  cellular 
telephones,  distribution  and  long  distance. 

As  a  result,  our  shareholders  are  enjoying  record 
dividend  growth  and  an  average  annual  total  return 
of  36%  for  the  past  five  years. 

And  we're  rising  fast  on  the  Forbes  500. 
If  you  share  this  pioneer  spirit,  we  invite  you  to 
join  us  for  what  promises  to  be  a  singularly 
rewarding  journey. 
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CORPORATION 

For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  P.  O.  Box  2177  •  Little  Rock,  AR  72203 


AMERICA'S  TECHNOLOGY 


Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 

Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  now  opportunities 

•  ne\N  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National/ Regional/Custom 

FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Streel,  Suite  200 
Woburn,  Massachusetts  01801 
(617)  932-3939  •  FAX  (617)  932-6335 
TLX  497-2961  CRPTECH 


Global  Land  Authority 
FOR  THE  Development 
OF  Peace  Zones 

GLADPZ 

(pronounced  "Glad  Peace") 

GLADPZ  is  a  plan 
to  inject  mutual  economic 
opportunity  as  the  catalyst 
for  peaceful  conflict  resolution 
in  places  of  political  transition 
around  the  world. 

GLADPZ 

makes  peace 
profitable 

Innovative 
global  opportunity  for 

investors  with 
enlightened  self  interest 

call  or  write: 
Edna  Fucrth  Lemle 
GLADPZ 
Penthouv,  -  132  West  31st  Street 
New  York,  NY  10001 
212/629-4523 


Vepex  founder  Olah 
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ing  up-to-date  information  to  flow 
in  to  its  researchers.  As  a  result, 
"their  technical  expertise  matches 
Western  levels,"  says  Reiner 
Schoning,  head  of  Siemens'  Buda- 
pest subsidiary. 

Hungary's  20-year  e.xperiment 
with  market  reforms  also  has 
spurred  innovation.  Take  physicist 
Erno  Pungor.  Lacking  funds  to 
equip  his  lab  in  the 
1950s,  he  developed  his 
own  high-frequency 
measuring  equip- 
ment— and  turned  it 
into  a  cash  cow.  Pun- 
gor's  group  now  sells 
everything  from  pat- 
ented ion-selective  elec- 
trodes to  instruments 
that  measure  acid  rain, 
and  last  year  it  had 
$500,000  in  hard-cur- 
rency revenue  from 
sales  of  products  and 
licenses.  Budapest's 
Institute  for  Coordina- 
tion of  Computer  Tech- 
nology has  had  similar 
success.  A  big  money-earner  is  its 
optical-character-recognition  soft- 
ware, which  can  scan  texts  in  30 
languages.  And  the  institute  is 
working  on  signature-recognition 
systems  for  banks. 

Much  of  Eastern  Europe  has 
more  ground  to  make  up.  In  many 
countries,  "scientists  don't  have 
sufficient  contact  with  the  West," 
says  East  German  Peter-Klaus  Bu- 
dig,  who  heads  a  mechanical-engi- 
neering and  electronics  lab  in  Karl- 
Marx-Stadt.  In  Romania,  for 
instance,  strongman  Nicolae 
Ceausescu's  wife  Elena  was  in 
charge  of  scientific  development. 
She  limited  the  nation's  purchases 
of  Western  journals  to  one  copy 
each.  What's  needed  now  is  mas- 
sive investment  in  training,  com- 
puters for  data-base  hookups,  and 
travel  funds  to  get  to  the  West. 

Eastern  Europe's  sagging  infra- 
structure must  also  be  shored  up. 
It's  hard  for  scientists  to  communi- 
cate without  high-speed  data  lines. 
Even  standard  phone  lines  are 
scarce.  Tax  systems  in  most  coun- 
tries must  be  revamped  to  encour- 
age private  investment.  And  labor 


productivity  is  less  than  half  of 
West  European  levels,  while  con- 
sumption of  energy  and  materials 
is  up  to  35%'  higher  per  unit  of  gnp. 
"There  is  a  lot  of  scientific  poten- 
tial, but  real  innovation  on  a  West- 
ern scale  is  a  long  way  off,"  says 
Pal  Tetynani,  a  former  technology 
official  in  Budapest. 
Some  Eastern  Europeans  are 
pulling  themselves  up 
by  their  bootstraps. 
Budapest's  Innofi- 
nance.  Eastern  Eu- 
rope's first  venture- 
capital  company,  has 
given  science  entrepre- 
neurs $7.8  million  over 
10  years,  and  currently 
holds  stakes  in  40  Hun- 


garian companies. 
Innofinance,  privatized 
in  1988,  turns  a  profit. 

But  that's  an  excep- 
tion. A  lone  cham- 
pagne bottle  in  Vepex' 
Szeged  lab  is  sad  testi- 
mony to  what  will  be 
missed  unless  more  is 
done.  Tinkering  with  a  favorite  gel, 
chemist  Bela  Polyak  developed  a 
more  efficient  champagne-fermen- 
tation technology,  which  uses  yeast 
in  a  bead  hardened  with  calcium. 
Worldwide  patent  protection  would 
have  cost  .$50,000.  But  even  that 
was  beyond  Vepex'  means,  and  a 
West  German  company  patented  a 
similar  technique. 

Vepex  has  also  developed  heat- 
tolerant  enzymes  that  it  thinks 
could  be  a  breakthrough  in  fermen- 
tation processes  for  making  deter- 
gents and  other  products.  Innofi- 
nance owns  25%  of  Vepex  but 
doesn't  have  the  $1  million  to  $2 
million  per  year  needed  to  develop 
the  technology.  So  Vepex  founder 
Susanne  Olah  is  combing  the  West 
for  a  partner.  "With  funding,  we 
could  be  profitable  in  three  or  four 
years,"  Olah  contends. 

Clearly,  Eastern  Europe  doesn't 
have  the  means  to  exploit  its  poten- 
tial. "We're  still  going  downhill," 
says  Budig.  "Our  industry  can't  af- 
ford R&D."  But  a  little  luck — and 
fast  help  from  the  West — could  put 
a  halt  to  the  slide. 

By  Gail  E.  Schares  in  Budapest 
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ALL  OVER  THE  WORLD. 
COMPANIES  HAVE  STOPPED 


COMPUTER  SYSTEMS. 
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EMCS  ORION  Solid 
State  Disk  Subsystem. 

The  smallest,  fastest, 
most  reliable  Solid 
State  Disk  device 
available.  Ttie 
ORION-ST  (pictured 
fiere)  stands  just  26" 
fiigti.  One  ORION 
Series  subsystem  con 
increase  ttie  povi/er  of 
up  to  eigtit 
mainframes 
simultaneously. 


For  many  of  the  world's  major  corpo- 
rations, getting  a  better  computer  sys- 
tem doesn't  mean  gettmg  a  new  one. 
It  means  gettmg  more  performance 
out  of  the  computer  they've  already 
paid  for. 

And  where  do  these  large  computer 
users  turn  to  enhance  their  mforma- 
tion  assets?  To  a  company  called  EMC. 

EMC  Corporation  makes  faster,  more 
powerful  computer  systems  -  without 
makmg  computer  systems  at  all. 
Instead,  EMC  provides  the  memory, 
storage  devices  and  system-wide  strate- 


gic thinking  that  extend  a  computer's 
speed,  capacity  and,  yes,  Ufe  expectancy. 
EMC's  products  boost  the  capabilities 
of  the  most  sophisticated  computer  sys- 
tems manufactured  by  IBM,  Digital, 
Hewlett-Packard  and  Wang. 
And  EMC's  customers  include  more 
than  half  of  the  Fortune  500. 

What's  gotten  into  the  world's  largest 
computer  users; 

EMC.  The  one  computer  investment 
that  protects  all  your  others. 

For  more  information  about  turning 
your  present  computer  into  a  better 
computer,  call  us,  toll-free,  at: 

1-800-222-EMC2  Extension-6400. 


(InMA,caU 
508-435-1000) 


EMC 


THE  SYSTEM  ENHANCEMENT  COMPANr. 
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AN  ENDLESS  CAMPAIGN 
TO  SIMPLIFY  SOFTWARE 

Niklaus  Wirth  takes  aim  at  inefficient,  bug-ridden  programs 


Mfrom  his  Zurich  office,  Nik- 
m  laus  Wirth  can  look  across  to 
M  the  cupola  of  the  main  lec- 
ture hall  at  the  Swiss  Federal  In- 
stitute of  Technology,  known  as 
ETH,  which  is  short  for  its  name  in 
German.  For  Wirth,  the  view  is  a 
constant  reminder  of  a  favorite 
maxim  of  Albert  Einstein,  who 
taught  physics  in  the  hall  80  years 
ago:  "Make  solutions  as  simple  as 
possible,  but  no  simpler." 

If  computer  software  is  often 
complicated,  it's  not  Wirth's  fault. 
Now  head  of  the  influential  com- 
puter science  department  at  ETH, 
dubbed  "Europe's  MIT,"  Wirth,  56, 
has  spent  his  career  trying  to 
make  it  simpler.  Wirthian  lan- 
guages such  as  Pascal  force  pro- 
grammers to  write  leaner,  more 
b..;--free  programs  than  they  do 
ut  g  Fortran,  Cobol,  and  older 
Ian;  uages.  Since  software  glitches 
can  cause  everything  from  tele- 
phi  :y  network  crashes  to  train 
wrc  'ks,  that's  important. 


Wirth  never  intended  Pascal  for 
the  commercial  market,  thinking 
of  it  instead  as  a  tool  for  teaching 
programming.  But  after  20  years, 
it  is  still  one  of  the  most  widely 
used  languages.  That's  because 
Pascal  is  particularly  well  suited 
to  writing  programs  for  micro- 
processors— the  heart  of  personal 
computers.  Because  of  that,  thou- 
sands of  young  programmers  have 
learned  their  trade  using  the  lan- 
guage. "Niklaus  changed  the  way 
people  think  about  programming," 
says  Philippe  Kahn,  a  former  ETH 
student  and  president  of  Califor- 
nia's Borland  International 
Inc.,  which  has  sold  more 
than  1.5  million  copies  of  a 
version  of  Pascal. 

Wirth  learned  economy  of  de- 
sign while  repairing  model  air- 
planes as  a  boy  in  rural  Switzer- 
land. "If  you  have  to  pay  out  of 
your  own  pocket  money,  you  learn 
not  to  make  the  fixes  overly  com- 
plicated," he  says.  His  introduction 


Wirth  doesn't  profit  trom  his  inventions: 
'I  don't  need  a  villa  or  a  Porsche' 

to  programming  came  in  the  early 
1960s  while  he  was  earning  a  PhD 
at  the  University  of  CaHfornia  at 
Berkeley.  In  1967,  after  a  stint  as 
one  of  Stanford's  first  computer 
science  professors,  he  returned  to 
ETH,  where  he  devised  Pascal.  He 
named  the  language  after  the  17th 
century  French  mathematician 
who  invented  one  of  the  first  cal- 
culating machines.  Wirth  has  since 
churned  out  many  innovations. 

His  perennial  peeve  is  that  com- 
panies waste  exorbitant  sums  on 
inefficient,  bug-ridden  programs. 
That  wouldn't  happen  if  they  used 
more  disciplined  programming 
methods  instead  of  older  free- 
wheeling languages,  Wirth  con- 
tends. But  companies  stick  with 
outdated  techniques  because  of 
the  huge  investment  they  have  in 
software  and  the  training  it  takes 
for  employees  to  use  it. 

For  his  latest  project,  Wirth  and 
a  colleague  devised  a  warehouse 
of  reusable  software  modules, 
from  which  they  built  a  lean  new 
operating  system,  or  basic  comput- 
er program.  Known  as  Oberon,  it 
gives  programmers  mix-and-match 
building  blocks  from  which  they 
can  create  complex  programs  fast- 
er— and  with  fewer  bugs. 

Wirth  is  now  finishing  transla- 
tion software  that  will  let  Oberon 
run  on  workstations  from  Digital 
Equipment,  Sun  Microsystems, 
Apple  Computer,  and  IBM.  He 
wants  Oberon  to  catch  on  with 
business  so  that  it  will  have 
wide  influence.  But  he  has 
never  worried  much  about 
making  money.  As  an  employee 
of  a  Swiss  institution,  his  innova- 
tions belong  to  the  public  domain, 
and  he  doesn't  profit  from  them. 
"I  don't  need  a  villa  or  a  Porsche," 
he  says.  For  Wirth,  simplicity  is  an 
end  in  itself. 

By  Jonathan  B.  Lexnne  in  Zurich 


NNOVATION  1990 


^  denotes  trademark  dI  Van  Kampen  MerritI  Inc. 


Van  Kampen  Merritt 

A  XEKCJX  Financuil  Services  Company 

Investing  iv/th  <t  sense  of  direct  iorf 


AN  OXFORD  DON  LINKING 
ACADEME  AND  INDUSTRY 

Raymond  Dwek  has  a  close  alliance  with  Monsanto 


fhese  days,  scientists  all  over 
Britain  have  an  eye  on  Ray- 
mond Dwek,  an  unassuming 
Oxford  University  professor. 
That's  because  Dwek,  48,  has 
forged  a  venture  between  industry 
and  academe  that  is  perhaps  the 
most  far-reaching  in  Europe. 

Monsanto  Co.,  the  U.  S.  drug 
and  chemical  giant,  is  pumping 


$30,000  a  year,  Dwek,  like  most  of 
his  peers,  disdains  money-grub- 
bing. "I'm  very  much  opposed  to 
scientists'  taking  an  idea  and  run- 
ning for  the  money,"  he  says. 
Monsanto  has  no  such  problem.  It 
has  big  commercial  hopes  for 
Dwek's  work,  on  which  it  has 
right  of  first  refusal. 
For  more  than  a  decade,  the 


Will  Dwek  pave  Ihe  way  for  prolessors  throughout  Europe! 


$4.8  million  into  a  new  institute 
being  built  next  to  Dwek's 
cramped  office.  When  the  building 
is  finished  next  April,  the  biologist 
will  be  able  to  expand  his  lab  staff 
by  507",  to  60  researchers.  Since 
1983,  in  fact,  the  company  has 
poured  $11  million  into  Dwek's 
ground-breaking  research  into  the 
role  carbohydrates  play  in  biotech- 
nology. And  last  year,  Dwek,  Mon- 
santo, and  Oxford  started  a  com- 
pany, Oxford  GlycoSystems  Ltd., 
to  commercialize  Dwek's  research. 
It's  the  first  such  venture  ever  for 
the  700-year-old  university. 

Dwek  and  Monsanto  .seem  un- 
likely partniTs.  Although  a  typical 
Oxford  professor  earns  about 


company  has  been  trying  to  waltz 
ahead  of  competitors  in  biotechnol- 
ogy by  understanding  how  to  ma- 
nipulate carbohydrates,  a  tech- 
nique that  few  others  have 
emphasized.  Carbohydrates  play  a 
key  role  at  the  surface  of  cells. 
Viruses  and  bacteria,  for  exam 
pie,  attach  themselves  to  car- 
bohydrate molecules  there. 
Blocking  this  interaction 
could  improve  the  ability  of 
cells  to  fight  off  infection.  Mon- 
santo scoured  the  world  for  the 
best  carbohydrate  scientists  and 
found  Dwek.  It  also  is  funneling 
money  into  carbohydrate  research 
in  the  U.  S.  as  part  of  a  $52  million 
research  agreement  with  Wash- 


ington University,  in  St.  Louis. 

So  far,  Dwek's  lab  has  produced 
some  20  patents  for  Monsanto.  An 
AIDS  drug  is  in  early  clinical  trials, 
and  a  rheumatoid  arthritis  diag- 
nostic kit  will  soon  come  to  mar- 
ket. Other  potential  drugs  based 
on  Dwek's  work  are  in  the  pipe- 
line. And  Dwek  thinks  Monsanto's 
tight  ties  with  his  lab  give  the 
company  a  shot  at  commercializing 
other  Oxford  research. 

Dwek  has  benefited  from  the 
venture,  too.  Because  of  cutbacks 
under  Prime  Minister  Margaret 
Thatcher,  his  extensive  research 
might  have  been  impossible  with- 
out Monsanto.  And  he  is  pleased 
with  the  progress  at  Oxford  Glyco- 
Systems, which  is  developing  in- 
struments for  manipulating  carbo- 
hydrates that  it  will  sell  to  drug 
companies.  Venture  capitalists  like 
the  company's  prospects  well 
enough  to  have  invested  $7  million 
in  it.  But  Dwek  wants  no  part  of 
what  he  sees  as  the  shameless 
overselling  of  biotech  in  the  U.  S. 
by  startups  that  go  public. 

Monsanto  has  tried  hard  to  allay 
Dwek's — and  Oxford's — concerns 
that  the  deal  might  turn  too  crass- 
ly commercial.  Cooperation  is  so 
tight  that  Monsanto  has  five  re- 
searchers from  its  G.  D.  Searle  & 
Co.  unit  working  with  the  British 
researcher.  But,  says  Dwek,  "I'm 
totally  in  control." 

Dwek's  deal  with  Monsanto 
could  help  break  down  Europe's 
traditional  wall  between  universi- 
ties and  industry.  At  Oxford  high 
tables,  where  dons  and  guests  dine 
in  academic  robes  or  black  tie,  pro- 
fessors often  ask  how  Oxford 
GlycoSystems  is  doing,  says 
bale  R.  Pfost,  33,  a  California 
entrepreneur  and  biotech  ex- 
ecutive who  was  recruited  as 
CEO  of  the  startup.  Adds  Pfost: 
"This  process  is  like  perestroika. 
You  can't  stop  it.  Professors  see 
what's  happening  in  the  outside 
world  and  want  to  be  part  of  the 
action." 

By  Thane  Peterson  in  Oxford,  with 
Jatnes  E.  Ellis  in  Chicago 
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Tenneco: 
an  emphasis 
on  innovation 


We  tocus  on  new 
ideas  for  the  future  at 
Tenneco.  When  the  market 
for  farm  equipment  was  down, 
we  invested  in  new  product  lines 
in  time  for  the  upturn.  We 
developed  a  computeri:ed  cus- 
tomer communications  tool  for 
our  gas  pipelines.  New  micro- 
waveahle  products  in  our 
packagitig  company.  New 
flame  retardants  forckithing 
in  our  chemical  company. 
High-tech  modular  con- 
stniction  techniques  in 
our  shiphuilding  com- 
pany. And  "smart" 
suspension  systems 
plus  electronic 
mufflers  in  our 
automotive 
company. 


The  point  is 
innovation.  Tliat'swhat 
keeps  Tenneco  an  indus- 
trial leader,  worldwide. 
Call  1-800- 345-9027 
to  learn  more. 


Tenneco  Gas  •  J I  Case  (farm  iind  cunstaiction  equipment)  •  NewTxirt  News  Shipbuilding  •  Tenneco  Automotive 
Packaging  Corporation  ot  America  •  Albright  &.  Wilson  (s[x-cialry  chemicals)  /  Tenneci  i  Minerals. 
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WELDING  SUPERHARD 
TIES  TO  THE  WEST  

Boris  Medovar's  electroslag  technique  wins  kudos  in  the  U.S. 


"A 


i40 


II  my  life  I  am  at  this  insti- 
tute," says  Boris  I.  Medo- 
var,  a  dapper,  74-year-old 
metallurgist.  At  his  cluttered  lab 
at  the  E.  0.  Paton  Welding  Insti- 
tute in  Kiev,  he's  watching  a  tech- 
nician hoist  a  glowing  glob  of  mol- 
ten steel.  It's  part  of  an 
experiment  in  electroslag  technol- 
ogy, a  way  of  making  superhard 
metals  that  Medovar  de- 
veloped in  the  early  1950s 
and  has  been  refining 
ever  since. 

Officially  retired,  Medo- 
var is  still  a  key  figure  in 
Soviet  science.  He  has 
valuable  contacts  at  uni- 
versities such  as  Carnegie 
Mellon  and  Massachu- 
setts Institute  of  Technol- 
ogy, contacts  that  predate 
the  Reagan  freeze  in 
U.  S. -Soviet  relations. 

Those  ties  soon  may 
pay  off  nicely.  Shasta 
Inc.,  a  Coraopolis  (Pa.) 
steel  processor,  already 
has  licensed  Paton's  tech- 
nology to  remove  defects 
from  specialty  steel, 
sharply  boosting  the  yield 
of  finished  steel  from  ingot.  Now, 
Shasta  is  hoping  to  license  other 
Paton  inventions.  "Its  technology 
is  leading-edge,"  says  John  J.  Shu- 
tey,  Jr.,  Shasta's  president.  Paton 
also  has  drawn  interest  from  other 
U.  S.  steel  executives,  who  visited 
Paton  with  MIT  professors  in  May. 

Largely  because  of  Medovar,  the 
Soviets  are  leaders  in  electroslag, 
which  makes  steel,  copper,  and 
other  materials  more  durable  than 
through  forging,  and  with  less 
waste.  Metals  are  heated  with  an 
electric  current,  ridding  them  of 
impurities  so  they're  harder  when 
they  solidify.  The  materials  are 
sometimes  heated  and  then  cooled, 




sometimes  spun  in  a  centrifugal 
mold,  and,  in  the  latest  wrinkle, 
melted  and  remelted  in  a  device 
called  an  electroslag  crucible. 

Medovar  dreams  of  pushing 
electroslag  further  with  U.  S.  help. 
In  fact,  the  Paton  Institute  has 
made  a  proposal  to  NASA  and  U.  S. 
companies,  including  Rockwell  In- 
ternational,  McDonnell  Douglas, 


Ural  Mountains  to  keep  its  tech- 
nology out  of  enemy  hands. 

After  the  war,  Medovar  and  his 
colleagues  tried  joining  pieces  by 
remelting  steel.  They  developed 
electroslag  melting  and  casting 
processes  after  noticing  that  the 
joints  were  stronger  than  the  ma- 
terials themselves.  As  early  as 
1968,  these  processes  were  li- 
censed to  U.  S.  companies.  And 
during  the  Khrushchev  and  Brezh- 
nev years,  Medovar  gave  several 
U.  S.  lectures  on  the  technique. 
The  trips  stopped  after  relations 
cooled  during  the  Reagan  era. 

Medovar  sometimes  got  into  hot 


Medovar  hopes  lo  collaborate  with  NASA  on  developing  composite  materials 


and  Martin  Marietta.  It  suggests  a 
joint  program  to  develop  compos- 
ite materials  that  could  be  welded 
into  space  stations  and  other 
structures — in  space.  Paton  al- 
ready claims  to  have  tested  a  new 
space  welding  tool. 

Medovar  started  in  a  weld-  ^/yV^-j 
ing  shop  after  graduating  v2r^^2l 
from  the  Kiev  Polytechnical  ^ 
Institute.   In   1943,   he  was 
hauled  out  of  the  Red  Army  to 
work  on  the  T-34,  then  the  most 
advanced  Soviet  tank.  The  T-34 
used  Paton's  arc-welding  tech- 
nique, now  employed  worldwide. 
Just  before  the  Germans  overran 
Kiev,  Paton  was  moved  to  the 


water  with  Soviet  authorities.  The 
KGB  called  him  in  when  a  French 
newspaper  erroneously  reported 
that  France  was  using  electroslag 
technology  licensed  for  the  Con- 
corde jetliner  to  make  Mirage 
,  fighters.  "You  know  what  is  the 
KGB?"  he  says  with  a  sigh. 
"The  difficulties  I  had."  Then, 
in  1969,  after  the  institute  ran 
into  delays  securing  a  U.  S.  pat- 
ent, his  picture  ran  in  BUSINESS 
WEEK.  "It  was  a  big  scandal"  to 
appear  in  a  U.  S.  magazine,  he 
says.  This  time,  however,  Medovar 
will  win  the  credit  he  deserves  for 
pushing  Soviet  technology. 

By  Rose  Brady  in  Kiev 
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No  title  in  golf  is  more  difficult  to 
capture  or  more  prized  than  the  U.S. 
Open.  Beyond  the  competition  of 
some  156  of  the  game's  best  players, 


Medinah  Country  Club,  site  of  the  1990  U.S.  Open. 

the  Open  champion  must  contend  with 
a  course  on  which  greenskeepers  have 
been  instructed  to  narrow  the  fairways, 
nurture  the  rough,  and  brmg  the 
greens  to  championship  speed. 

The  stature  of  today's  event  could 
hardly  have  been  foreseen  by  the 

golfers  at  the  first 
Open.  There  were 
just  eleven  that 
October  day  in 
1895,  and  only  200 
spectators  to  cheer 
them  through  36 
holes  at  the 
Newport  Golf 
Club.  Briton 
Horace  Rawlins  bested  nine  fellow 
pros  and  one  amateur  to  win  a 
medal  and  a  modest  cash  prize. 

Americans  had  to  wait 
sixteen  years  for  one  of  their 
own  to  take  the  title.  John  J. 
McDermott  did  it  in  1911. 

T^day  as  many  as  6,000 
entrants  vie  for  a  spot  in 
the  field,  and  professionals  -^rC 


1911:  John ].  McDermott, 
first  American  to  win. 


Curtis  Strange,  winner  oj  the  1988  and  1989  U.S.  Open. 

The  U*S.  Open  and  Rolex: 
two  of  the  gamers 
most  venerable  names. 


play  for  a  total  purse 
of  more  than  a  million 
dollars.  But  beyond 
the  financial  rewards  is 
the  immortality  achieved 
in  having  one's  name 
etched  on  the  championship 
silver  trophy. 

At  an  event  so  distinguished 
it  has  become  a  classic,  it  isn't 
surprising  that  a  classic   . r. 
timepiece  is  so  often  the 
one  of  choice— Rolex.  ROLEX 


Oyster  Perpetual  Day-Date  in  18kt  gold  ivith  12  diamonds  on  bezel  and  bark  finish  President  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  252,  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5383. 

©  1990  Rolex  Watch  U.S.A.,  Inc. 

Rolex.  Oyster  Perpetual.  Day-Date  and  President  are  trademarks 
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S   ^f^m  EUROPE 

LOMPAHIES 


THE  WORLD'S  HOTTEST 
CHIPMAKER  IS-SIEMENSt 

It  may  be  Europe's  best  hope  for  semiconductor  self-sufficiency 


^^iemens  semiconductor  execu- 
tives  would  like  to  forget 
Ir  most  of  the  1980s.  The  West 
German  electronics  giant  poured 
millions  into  developing  its  own 
memory  chips,  only  to  be  trounced 
by  the  Japanese.  Its  annual  losses 
in  chips  mounted  to  $350  million  by 
1988,  and  Siemens  seemed  mired 
at  No.  20  among  world  chip- 
makers.  Looking  back,  its  success 
in  chips  these  days  is  sweet  deliv- 
erance for  Jiirgen  Knorr,  the  33- 
year  Siemens  veteran  who  took 
over  its  chip  group  in  1988.  "Yes," 
he  says,  grinning,  "we're  back." 

With  a  vengeance.  In  fact,  Sie- 
mens is  the  world's  hottest  semi- 
conductor company.  Its  chip  sales 
in  1989  shot  up  54%,  to  $1.2  billion, 
moving  it  up  five  notches,  to  15th 
ii  Dataquest  Inc.'s  global  rank- 
miSii.  It  has  a  respectable  57"  share 
of  the  world  market  for  1-megabit 
dynamic  random-access  memories 
'Dit.^Ms),  the  data-storage  chips 


used  in  personal  computers.  Sie- 
mens also  leads  in  such  DRAMs  in 
Europe,  with  a  257f  share,  and  is 
the  No.  2  European  chipmaker 
overall,  behind  the  Netherlands' 
Philips. 

Siemens  may  keep  getting  stron- 
ger. It  said  earlier  this  year  that  it 
will  collaborate  on  64-megabit 
DRAMS  with  IBM,  the  world's  No.  1 
chip  producer.  Those  will  hit  the 
market  in  the  mid-1990s,  with  16 
times  the  capacity  of  the  latest,  4- 
megabit  chips.  Siemens  will  spend 
more  than  $6  billion  on  R&D  and 
plants  for  the  chips,  but  will 
share  the  heavy  research 
costs  with  IBM. 

With  the  IBM  link,  Siemens 
now  has  a  chance  of  staying  in 
DRAMS  in  the  face  of  fierce  Asian 
competition.  And  its  growing  chip 
expertise  makes  it  the  key  mem- 
ber of  European  cooperative  re- 
search programs  that  aim  to  keep 
the  Continent's  chip  industry  alive. 


A  chip  inspection  station:  Siemens  was  four 
years  beliind.  Now,  it  lags  by  only  months 

"Siemens  has  a  decided  strategy 
to  make  sure  Europe  has  an  infra- 
structure [in]  semiconductors," 
says  David  E.  McKinney,  presi- 
dent of  IBM  Europe. 

That's  because  it  knows  what 
it's  like  to  be  too  dependent.  It 
decided  to  become  self-sufficient 
in  1981,  after  a  Japanese  supplier 
reneged  on  shipping  the  latest 
chips  for  use  in  Siemens'  main- 
frames, which  compete  with  Japa- 
nese machines.  So  in  1984,  Siemens 
teamed  with  Philips  on  a  $2.5  bil- 
lion memory-chip  project,  partly 
funded  by  the  German  and  Dutch 
governments. 

After  trailing  the  Japanese  by 
up  to  four  years,  Siemens  has  vir- 
tually closed  the  technology  gap. 
Last  September,  it  started  ship- 
ping large  volumes  of  its  own  4- 
megabit  drams,  only  four  months 
behind  Japan.  Says  Bipin  Parmar, 
a  Dataquest  analyst  in  London:  "It 
was  unthinkable  for  anyone  to 
catch  up  that  fast." 

Can  Siemens  afford  to  keep  its 
new  momentum  in  chips  going?  Its 
strategy  has  cost  $1.8  billion  since 
1984.  Industry  sources  estimate 
that  its  chip  group  lost  roughly 
$300  million  last  year.  And  Knorr 
doesn't  expect  to  see  any  operat- 
ing profits  for  another  three  or 
four  years. 

But  Siemens  can  ill  afford  to 
quit.  DRAM  technology  is  the  key 
to  being  sharp  in  most  other  kinds 
of  chips  that  go  into  the  $36  bil- 
lion worth  of  products  the 
company  sells  annually.  And 
why  give  up  after  having 
caught  up?  Last  fall,  Digital 
Equipment  Corp.,  the  No.  2  U.  S. 
computer  maker,  signed  Siemens 
to  provide  key  chips  for  its  new 
workstations.  With  more  clients 
like  that,  Siemens  may  make  the 
'90s  a  decade  to  remember. 

Bij  Jonathan  B.  Levine  in  Munich 
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Number  one  in  a  series  from  Savin  Corporation. 


The  only  way  the  competition  can  beat  the  Savin  Prism  I  color  copien 


They  certainly  can't  keep  up  with  the  speed  of  the  Prism  L 

It  turns  out  superb  full  color  copies  50%  faster  than  both  the  Xerox  1005  and  the  Canon  CLC. 
They  can't  touch  our  af  fordability,  either.  At  $16,995,  the  Prism  I  has  a  price  tag  about  half  the 
:  of  those  other  color  copiers.  (And  it's  more  than  $40,000  cheaper  than  the  Kodak  ColorEdge.) 
Cost  per  copy?  A  fraction  of  what  our  competitors  cost. 

So  it's  all  very  simple.  If  you're  looking  for  a  color  copier  that  beats  the  competition  in  speed, 
>rdability  and  copying  cost,  call  1-800-39-COLOR,  for  your  nearest  Savin  Prism  I  sales  center.  And 
ie  in  for  a  demonstration. 


While  you're  there,  ask  about  our  new  black  and  v4iite 
tiers  and  SavinFax'  machines.  The  ones  our  competitors 
having  an  equally  difficult  time  trying  to  beat. 


sai/in 

Ask  US  what's  new* 


terested  in  learnins  more  about  the  Prism  I.  Send  to  the  Savin  Corporation,  335  Bishop  Hollow  Road,  Newtown  Square,  PA  19073. 
:  Title  Company  Address  


-State. 


Zip. 


.Telephone - 


MZBVVP0790 

Comparisons  based  on  specifications  compiled  from  manufacturers'  literature  and  industry  analysts'  publications  and  are  subject  to  chanse. 
Kodak  ColorEdge  is  a  trademark  of  Eastman  Kodak  Co.  Xerox'  and  1005  are  trademarks  of  Xerox  Corporation. 
CLC  Is  a  trademark  of  Canon  U.S.A.,  Inc.  The  Prism  I  is  a  trademark  and  SavinFax  is  a  registered  trademark  of  Savin  Corporation.  Suggested  retail  value  of  Prism  I:  $16,995. 
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WILL  THESE  ROBOTS 
CONQUER  THE  WORLD? 

Even  its  fiErcest  rivals  are  buying  from  Comau 


i 


0f  omau,  Italy's  top  maker  of  ro- 
m  bots  and  automated  produc- 
mm  tion  equipment,  has  some  in- 
fluential admirers.  At  an  industrial 
show  last  year  in  Moscow,  a 
Comau  robot  took  felt-tip  pen 
in  claw  and  drew  a  detailed 
likeness  of  the  Mona  Lisa  for 
spellbound  Soviet  leader  Mik- 
hail Gorbachev.  With  a  flour- 
ish, the  mischievous  robot 
even  added  a  moustache  over 
the  famous  half-smiling  lips. 

Comau  does  a  lot  more  than 
draw  pretty  pictures.  The 
company  was  formed  in  1975, 
when  auto  maker  Fiat  prod- 
ded a  handful  of  small,  spe- 
cialized private  engineering 
firms  around  Turin  to  join 
forces.  It  was  an  important 
move.  Comau  helped  trans- 
form Fiat  from  a  loss-produc- 
ing, labor-intensive  elephant 
into  what  is  today  one  of  Eu- 
rope's most  efficient  industri- 
al groups.  Fiat  claims  that 
some  437  Comau  robots  have 
made  its  new  Cassino  factory 
in  southern  Italy  the  most 
productive  car  plant  in  the 
world.  "Having  this  kind  of  in- 
house  expertise  has  helped 
push  Fiat  to  the  forefront  of 
manufacturing  technology," 
says  Dagmar  Bottenbruch,  Milan- 
based  auto  specialist  with  Credit 
Suisse  First  Boston. 

Robots  do  almost  everything  at 
the  eerily  spotless  and  nearly  hu- 
manless  plant,  from  assembling 
sheets  of  steel  onto  chassis  to  run- 
ning quality  checks  on  new  Tipos. 
In  between,  robots  insert  seats, 
windshields,  and  even  dashboards 
on  their  own.  Only  a  few  tasks, 
such  as  snugly  fitting  upholstery, 
still  require  human  hands. 

Now,  Comau  is  spreading  its 
knowhovv  around.   Fiat,  which 


owns  747f  of  the  publicly  traded 
company,  accounted  for  about  half 
of  Comau's  $817  million  in  sales 
last  year.  But  many  of  the  auto 


Fiat's  437  robots  give  the  Cassino  plant  sky-liigli  productivity 

giant's  fiercest  competitors  in  Eu- 
rope and  America  are  clients,  too. 
Comau's  anthropomorphic  SMART 
robots  help  assemble  90,000  Jag- 
uars annually  in  Birmingham, 
England,  and  Comau's  tech- 
nology is  crucial  to  producing 
1,600  engines  a  day  at  General 
Motors  Corp.'s  Oldsmobile  plant  in 
Lansing,   Mich.   More  than  one- 
third  of  the  world's  cars  are  now 
made  using  Comau's  Robogate 
body-framing  system,  which  elimi- 
nates the  highly  paid  welders  who 
used  to  put  together  a  car  frame 


at  the  start  of  production.  Custom- 
ers as  diverse  as  BMW,  Citroen, 
and  Chrysler  use  the  system. 

Comau  faces  tough  competition 
from  Japan's  Fanuc  and  Matsu- 
shita, Germany's  Thyssen,  and 
Switzerland's  Asea  Brown  Boveri. 
But  Marketing  &  Sales  Vice-Presi- 
dent Roberto  Testore  says  Comau 
has  a  special  strength:  its  loose 
structure  grouping  10  specialized 
units,  from  integrated  auto- 
matic production  lines  to  soft- 
ware, robot  manufacturing, 
and  milling  machines.  This, 
says  Testore,  gives  Comau  a 
flexibility  and  diversity  other 
companies  lack.  While  70%  of 
its  revenue  is  directly  related 
to  automobile  manufacturing, 
Comau  has  become  a  leader  in 
automated  warehouses.  It  is 
also  working  with  the  Europe- 
an Space  Agency  to  design 
and  produce  robots  for  use  in 
space.  Says  Testore:  "We 
have  a  range  of  products  and 
sei'vices  that  none  of  the  com- 
petition can  match." 

Testore  says  close  ties  with 
Fiat  give  Comau  not  only  a 
demanding  customer  but  a 
captive  market  that  continues 
to  pay  off  handsomely.  Over 
the  next  half-decade,  for  ex- 
ample, the  Soviet  Union  plans 
to  massively  increase  its  do- 
mestic  car   production.  And 
Fiat  is  expected  to  get  the  li- 
on's share  of  the  $5.2  billion 
Moscow  will  spend  to  do  that. 
By  1997,  Fiat  aims  to  be  pro- 
ducing up  to  600,000  cars  and 
900,000  engines  in  the  Soviet 
Union  annually,  in  what  promises 
to  be  the  largest  joint  venture 
_  ^    yst  between  Moscow  and  the 
~^^M    West.  The  Russian  venture 
^liiMm     should  boost  Comau's  reve- 
"lllllll^  nues  by  at  least  20%  annually 
starting  in  1991.  Comau's  robots 
will  then  be  doing  something  more 
important  than  drawing  pictures 
for  amused  onlookers.  They  will 
help  build  what  Soviet  industry 
needs  most:  productivity. 

By  John  Rossant  in  Turiyi 
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BEECHCRAFT 
AND 

HE  FIJGHT10  QUALITY. 


We  believe  business  worldwide  is  entering  a 
critically  competitive  decade. 

As  the  number  of  suppliers  is  reduced,  only  the 
best  will  survive.  So  aggressive  companies  are  in  a 
headlong  flight  to  quality. 

Quality  of  service  is  as  important  as  quality 
of  product. 

You  have  to  put  your  right  people  at  the  right 
places  at  the  right  time.  Nobody  likes  it  when 
people  delay  meetings  for  an  airplane  schedule 
or  cut  short  a  work  session  to  catch  a  plane. 

Many  companies  are  winning  the  race  by 
commanding  their  own  Beechcraft,  because  a 
Beechcraft  airplane  can  increase  executive  output. 

Travel  time  can  be  work  time.  Your  Beechcraft 
leaves  when  you  are  ready,  not  before.  Aboard  are 
the  tools  of  your  trade— tables,  laptop  computers, 
telephone,  fax  machine.  Your  office  in  the  sky 
is  quiet,  comfortable  and  secure  from  the  eyes 
of  strangers. 

Beechcraft's  own  flight  to  quality  began  in  1932 
with  Walter  Beech's  fastidious  attention  to  detail 
at  every  point  in  the  design,  building  and  testing  of 
business  airplanes.  The  flight  goes  on. 

Today,  only  Beechcraft  makes  jets  and  a  full  line 
of  turboprops.  This  makes  possible  rare  objectivity 
to  help  your  deliberations. 

Check  the  following  page  for  news  about  the  new 
Super  King  Air  350,  one  excellent  way  to  accelerate 
your  own  flight  to  quality. 


©eechcraft 


NNOVATORS     <  EUROPE 


W'EUMP  AMIES 


SWIMMING  AGAINST 
THE  TECHNOLOGY  FLOW 

Hungary's  Semilab  has  a  Western  market  for  its  chip  tester 


MJ*hen  Hungarian  physicist 

Mnm  George  Ferenczi  visited 
mm  IBM's  European  research 
headquarters  in  Zurich  in  1985,  his 
hosts  winked  as  he  used  a  Swiss 
business  card  to  get  by  guards  at 
the  gate.  East  European  scientists 
still  aren't  allowed  in  the  lab,  for 
security  reasons.  But  Ferenczi 


deals  in  the  U.  S.  and  Japan  that 
could  boost  sales  outside  Europe. 

Success  hasn't  come  easy.  Fer- 
enczi and  a  few  colleagues  at  the 
Research  Institute  for  Technical 
Physics  in  Budapest  first  thought 
of  selling  instruments  to  the  West 
nine  years  ago  to  help  fund  their 
basic  research.  For  two  years,  he 


Ferencii  peddled  his  tester  door  to  door,  like  a  salesman' 


wasn't  trying  to  smuggle  out  the 
latest  findings  by  IBM  scientists. 
They  were  dying  to  hear  about  his. 
They  eventually  shelled  out 
$50,000  to  buy  a  spectrometer  pat- 
ented by  Ferenczi  to  measure  im- 
purities in  semiconductor  chips. 

Today,  at  4.3,  Ferenczi  is  the 
proud  founder  of  a  new  company 
called  Semilab — and  a  rare  exam- 
ple of  science  and  innovation  flow- 
ing from  East  to  West.  He  beat 
Hewlett-Packard  Co.  by  patenting 
his  deep-level  spectrometer  first. 
He  sells  it  in  25  countries  to  cus- 
tomers such  as  Hitachi,  Siemens, 
and  Philips.  Ferenczi  expects  sales 
of  $1  million  this  year,  spurred  by 
three  new  test  and  measurement 
instruments,  and  says  he  is  near 


tried  to  peddle  his  spectrometer.  A 
deal  with  New  Jersey  measuring 
equipment  maker  Princeton  Ap- 
plied Research  Inc.  collapsed  in 

1982,  when  Hungarian  bureau- 
crats took  more  than  six  months 
just  to  sign  a  secrecy  agreement. 

But  Ferenczi  wouldn't  let  his  in- 
vention die.  He  teamed  up  with  a 
small  Swiss  company  to  learn  ^^V^^ 
about  marketing.  Then,  in 

1983,  he  drove  from  Brussels 
to  Vienna  in  a  van,  selling  the 
instrument  to  labs  "door  to  door, 
like  a  salesman."  While  his  one- 
man  road  show  earned  enough 
money  to  buy  new  Western  equip- 
ment and  to  continue  his  research, 
his  reputation  was  sullied.  "I  was 
seen  as  an  outlaw  scientist  who 


mixed  in  the  dirty  business  of 
money,"  he  recalls. 

No  more.  Ferenczi  was  prepar- 
ing to  start  a  company  just  as  de- 
mocracy broke  out  in  Eastern  Eu- 
rope. So  last  January,  he  and  22 
handpicked  colleagues  quit  their 
posts  to  form  Semilab  with  start- 
ing capital  of  $700,000.  A  36%- 
stake  held  by  West  German  part- 
ner GeMeTec  means  that  Semi- 
lab's  earnings  will  be  tax-free  for 
five  years  under  a  new  law  to  pro- 
mote joint  ventures  with  Western 
companies.  Ferenczi  expects  Semi- 
lab to  clear  a  profit  of  $300,000 
this  year. 

He'll  plow  most  of 
that  into  applied  re- 
search. One  idea  is  a 
"contactless"  wafer 
tester  that  generates 
microwaves  to  examine 
a  chip  as  it  is  being 
processed  along  the  as- 
sembly line — a  major 
advance  if  it  works. 
He's  hoping  that  West- 
ern microwave  compo- 
nents, now  kept  out  of 
Hungary  by  technol- 
ogy transfer  restric- 
tions, will  become 
available  once  the 
rules  are  loosened.  If 
not,  Ferenczi  could  be 
delayed  by  having  to 
develop  the  components  in-house. 

He  seems  up  to  the  challenge. 
Sporting  a  snappy  plaid  business 
suit  and  extolling  the  virtues  of 
customer  service  in  fluent  English, 
he  resembles  "a  Silicon  Valley  en- 
trepreneur," says  David  V.  Lang, 
a  researcher  at  AT&T  Bell  Labora- 
tories in  New  Jersey.  In  fact  he 
often  gets  job  offers  from  the 
West. 

But  Ferenczi  hopes  to  help 
rebuild  Hungarian  science  and 
technology.  Some  137f  of  the  coun- 
try's top  scientists  already  have 
fled  to  Western  labs.  "That's  a 
dangerous  level,"  he  declares.  "If 
we  can  make  it  here,  it  will  be  an 
example  for  others  to  stay." 

By  Gail  E.  Schares  in  Budapest 


U  S  I  N  E  S  S 


NNOVATION  1990 


I  le  first  King  Air  Model  90  rocked 
;  at  spectators  below,  benefits 
!ral  aviation  opened  up  for  a 
iss  of  business  travelers.  Sud- 
jxecutives  who  till  then  had 
for  a  piston  twin  could  step  up 
surized  turboprop  efficiency, 
comfort  and— above  all— 
:raft  quality  and  reliability. 
ig  Airs  have  blazed  many  a 
ss  trail  since  then,  and  today's 
nanced  C90A  reflects  the  expe- 
of  all  that  went  before.  But 
'om  the  new  pitot  cowls  and 
5  cosmetic  changes,  the 
g  evolution  of  the  C90A  might 
apparent.  Here's  the  C90A  today: 
:ruise  boosted  to  247  KTAS, 
I  knots  from  the  latest 
5cessor  and  a  full  19  knots 
the  original  Model  90. 


•  Pressurization  increased  to  provide 
an  8,000-ft.  cabin  at  23,000  feet. 

•  Payload  upped  so  you  can  carry 
a  pilot,  four  passengers,  full  fuel, 
and  more  than  100  pounds  of 
baggage. 

•  New  hydraulic  landing  gear  Quieter, 
smoother,  more  reliable,  easier  to 
maintain. 

•  New  pitot  cowls  increase  ram  air 
efficiency  by  30%.  Air  intake  heated 
constantly  by  engine  exhaust  to 
prevent  icing. 

•  New  fail-safe  main  wing  spar  ten- 
sion member  with  redundant  load 
paths  and  clevis  fittings. 

•  Cockpit  layout  redesigned  for 
smoother  single-pilot  operations. 

•  Electronic  HSI,  rudder  boost,  and 
autofeather  standard  features; 
long-range  navigation  system  available. 

Beechcraft.  Where  new  ideas  take  flight. 


The  magdzine  AOPA  Pilot 
noted  that  the  C90A  has  outlived 
all  other  turboprops  in  its  class 
and  summed  it  up;  "An  airplane 
able  to  carry  passenger  loads  at 
a  comfortable  altitude,  withstand 
most  icing  conditions,  avoid  severe 
weather,  travel  over  1,000  nm  on 
a  single  fuel  load,  hold  a  great  deal 
of  value  in  the  used  market  place 
and  still  be  reassuring  to  fly  is  a 
winner  indeed." 

For  more  information,  call  our 
new  Flight  Line  for  pilots.  Talk  directly 
to  one  of  our  pilots.  We'll  put  together 
a  package  for  you — brochures,  spec 
sheets  and  the  like — and  mail  it  the 
same  day.  We'll  even  fax  it,  if  you  prefer 
Specialized  data  relating  to  your  mis- 
sion profiles  will  take  a  little  longer 
Just  call  1-800-835-7767  Ext.  7158. 


I^eechcraft 

A  Raytheon  Company 


►  With  East  and  West  Germany 
about  to  unite  and  the  Old  World 
preparing  for  a  single  market  in 
1992,  Europe's  science  and 
technology  establish-  ^<^k^, 
ment  is  facing  unprece- 
dented changes  and  chal 
lenges — and  an  unmistakable  oppor- 


tunity. The  dream  is  a  united  Eu- 
rope restored  to  its  pre- World 
War  I  glory,  when  it  battled  the 
U.  S.  for  the  lead  in  innova- 
tion.  Can  it  be  done? 
Here  are  twelve  leaders 
who  will  shape  Europe's 
more  innovative  R&D  in  the  1990s: 


FILIPPO  M.  PANDOLFI 

Vice-president,  EC,  Brussels 
Europe's  research  czar 

Born-  1927,  BergamD,  Italy 

►  BA  in  philosophy.  Catholic  University 
of  Milan.  Career  path:  publisher  turned 
politician,  who  during  20  years  in  Italian 
politics  headed  four  different  ministries  in  Christian  Dem- 
ocratic governments.  Was  appointed  EC  commissioner  in 
1989.  Oversees  a  budget  growing  150%  in  the  five 
years  ending  in  1992,  to  $3  billion  annually.  Directs 
support  to  more  than  three-dozen  major  European  re- 
search projects.  Favors  strong  EC  research  to  avoid  the 
waste  of  overlapping  national  efforts. 


HUBERT  CURIEN 

Research  Minister,  France 
Dramatically  increasing  R&D  spending 

Born  1924,  Comimont,  France 

►  PhD  in  physics,  Ecole  Normale  Su- 
perieure  in  Paris.  Career  path:  joined 
France's  Centre  National  de  la  Recher- 
che Sc  c  n  fique  as  a  professor  in  1966,  becoming  its 
head  in  ''-C9.  Directed  the  national  space-research  lab 
from  197  >  to  1984.  During  two  stints  as  research  minis- 
ter undei  ^'resident  Frani;ois  Mitterrand,  1984-86  and 
1988-pre  !.  has  boosted  spending— in  1990  by  7%,  to 
$8  billion  i  he  goal:  to  spend  3%  of  gnp  on  r&d  by  the 
mid-1990s,  u.)  from  2.3%  now. 


HEINZ  RIESENHUBER 

Research  Minister,  West  Germany 
Consolidating  German  R&D 

Born  1935,  Frankfurt 

►  PhD  in  chemistry.  Frankfurt  Univer- 
sity. Career  path:  chemical  research, 
business  administration.  Christian  Dem- 
ocratic Party  (CDU)  member  of  parliament  since  1976. 
Research  minister  since  October,  1982.  Has  cut  govern- 
ment funding  for  commercially  viable  research  and  wants 
companies  to  do  more.  A  strong  backer  of  Pan-Europe- 
an programs  such  as  European  Space  Agency.  Now  must 
merge  two  German  scientific  communities.  "Science  will 
certainly  be  stronger  in  a  united  Germany,"  he  says. 


YURI  A.  OSIPIAN 

Gorbachev's  science  adviser 
Pushing  for  radical  reform 

Born  1331,  Moscow 

►  PhD  in  physics  and  mathematics, 
Moscow  Institute  of  Physical  Problems, 
Academy  of  Science.  Career  path: 
mostly  at  the  Solid  State  Physics  Institute,  which  he  now 
directs.  Was  named  a  Hero  of  Socialist  Labor  for  his 
work  and  elected  a  Soviet  deputy  in  1989,  in  the  first 
multicandidate  voting  since  the  1920s.  The  only  scientist 
on  Gorbachev's  presidential  council.  Considers  himself  a 
radical  and  favors  a  market  system,  from  which  he 
believes  innovation  will  flow  naturally. 


GURY  I.  MARCHUK 

President,  Soviet  Academy  of  Sciences 
A  voice  for  Soviet  scientists 

Born  1925,  Grachevka,  Soviet  Union 

►  PhD  in  physics  and  mathematics. 
Physics  and  Energy  institute,  Obninsl<. 
Career  path:  researcher,  math  profes- 
sor, director  of  the  Soviet  Academy  of  Sciences'  elec- 
tronic center.  Various  positions  in  the  academy.  Elected 
to  a  second  five-year  term  as  president  in  April,  1990, 
Marchuk  has  been  criticized  by  some  younger  scientists 
for  moving  too  slowly  to  shake  up  the  academy  under 
perestroika.  He  invested  $1.6  billion,  however,  to  up- 
grade dilapidated  labs  and  wants  to  do  more. 


SIR  MARK  RICHMOND 

Chairman-elect,  Britain's  science  council 
Allocates  funds  for  basic  science 

Born:  1931,  Sydney,  Australia 

►  PhD  in  microbial  biochemistry,  Cam- 
bridge University.  Career  path:  medical 
researcher,  academic,  head  of  Universi- 
ty of  Manchester.  In  October,  takes  charge  of  the  Sci- 
ence &  Engineering  Research  Council,  the  largest  provid- 
er of  British  government  funds  for  basic  research. 
Wants  industry  to  fund  more  research.  Favors  Eur- 
opewide  projects  as  more  efficient  than  purely  national 
ones.  One  goal:  to  slow  the  brain  drain  from  British 
universities  due  to  tight  government  research  spending. 


MAXIME  SCHWARTZ 

Director,  Pasteur  Institute,  Pans 
Stumping  for  public  sector  research 

Born  1940,  Blois,  France 

►  PhD  in  biological  science.  University 
of  Paris.  Career  path:  named  chief  of 
Pasteur's  biochemistry  lab  in  1973,  di- 
rector of  the  institute  in  1988.  Schwartz  is  for  more 
studies  of  infectious  diseases,  warning  that  the  aids  crisis 
shows  the  folly  of  underfunding  such  research.  Is  pushing 
for  higher  salaries  for  French  scientists,  most  of  whom 
are  state  employees.  With  industry  recruiting  public- 
sector  scientists,  fears  that  brilliant  minds  will  leave  basic 
research  for  lucrative  jobs  in  commercial  arena. 


PETER  DOYLE 

H&D  chief,  ICI  PLC,  London 
Pushing  incremental  innovation 

Born  1938,  Glasgow 

►  PhD  in  chemistry.  University  of 
Glasgow.  Career  path:  researcher  at  ici 
Pharmaceuticals  Group,  director  of  re- 
search for  agrichemicals,  deputy  chairman  of  pharmaceu- 
ticals. Oversaw  introduction  of  several  new  drugs.  Be- 
came ici's  R&D  director  in  January,  1989.  Believes  a  key 
challenge  is  environmental  sensitivity.  Is  emphasizing  ad- 
vanced materials,  new  foods,  and  biological  products 
such  as  biodegradable  plastic.  Wants  to  copy  Japan's 
stress  on  incremental  innovation,  not  just  breakthroughs. 


B  U  S  1  N  E 


PERCY  BARNEVIK 

:ed,  abb  Asea  Brown  Boveri  Ltd,  Zurich 
Created  an  R&D  powerhouse 

Born:  1941,  Simrishamn,  Sweden 

►  MBA,  Gothenburg  School  of  Econom- 
ics; post-grad  fellowship,  Stanford  Uni 
versity.  Career  path:  joined  cutting-ma- 
terials giant  Sandvik  as  controller  in  1969.  Became  U.  S. 
president  in  1975,  executive  vice-president  in  Sweden  in 
1979.  Was  named  CEO  of  Sweden's  asea  in  1980. 
Merged  asea  and  Switzerland's  Brown  Boveri  Co.  in 
1988,  touching  off  consolidation  among  world  producers 
of  heavy  electrical  equipment.  A  leader  in  preparing  for 
1992  and  pushing  into  Eastern  Europe. 


CARLO  RUBBIA 

Head,  CEHN,  Geneva 
Forging  a  comeback  in  physics 

Born  1934,  Gorizia,  Italy 

►  PhD  in  physics,  Scuola  Normale  Su- 
periore  of  Pisa.  Career  path:  started 
research  at  Columbia  University. 
Taught  physics  at  Harvard  University  1970-88,  while 
conducting  research  at  cern  into  the  nature  of  matter. 
Shared  1984  Nobel  prize  for  physics.  Developed  tech- 
niques that  made  it  possible  to  build  cern's  new  $800 
million  supercollider.  Director  general  of  CERN  since  Janu- 
ary, 1989.  Calls  Europe  the  "new  frontier"  of  particle 
physics  and  wants  cern  at  the  center  of  world  physics. 


JAN  D.  TIMMER 

CEO,  Philips,  Eindhoven,  The  Netherlands 
Remaking  an  electronics  giant 

Born  1933,  Lienden,  The  Netherlands 

►  High  school  education.  Career  path: 
joined  Philips  in  accounting.  From  1963 
to  1981,  held  sensitive  posts,  including 
head  of  South  African  subsidiary.  Forged  turnaround  at 
subsidiary  Polygram  Records  Inc.  as  president  starting  in 
1983,  and  again  in  consumer  electronics,  which  he  has 
headed  since  1987.  Named  ceo  as  of  July  1,  a  year 
earlier  than  planned.  To  get  Philips  moving,  he  is  expect- 
ed to  push  products  out  of  the  labs  faster  and  continue 
lobbying  for  a  tough  trade  policy  vs.  Asia. 


HERMANN  JOSEF  STRENGER 

Chairman,  Bayer,  Leverkusen,  West  Germany 
Globalizing  Bayer's  huge  R&D  effort 

Born:  192B,  Cologne 

►  High  school  education.  Career  path: 
joined  Bayer  in  1949  as  sales  trainee. 
Held  managerial  jobs  in  Brazil  and  Swe- 
den, headed  several  departments  between  1961  and 
1968,  joined  managing  board  in  1972,  became  chairman 
in  1985.  Was  elected  head  of  the  German  Chemical 
Industry  Assn.  this  year.  Is  boosting  r&d  spending  in  the 
U.  S.  and  Asia,  especially  in  such  new  fields  as  biotech- 
nology. Implementing  innovative  ideas,  says  Strenger,  "is 
decisive  for  Bayer's  position  in  worldwide  competition." 
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FROM  SEOUL  TO  SYDNEY,  FROM  HONG  KONG  TO  TEL  AVIV, 
an  eager  assortment  of  nations  are  vying  to  become  world- 
class  innovators.  Some,  such  as  South  Korea  and  Taiwan, 
already  have  export-based  economies  that  generate  great 
wealth.  For  them,  the  challenge  is  to  make  the  leap  from 
imitator  to  innovator.  Others  are  trying  to  carve  out  niches. 
India,  for  example,  has  become  an  international  center  for 
software  development.  And  Israel  is  one  of  the  world's  leading 


designers  of  microprocessor  chips. 

Yet  some  countries  with  great  potential  repeat- 


edly disappoint.  Look  at  China's  lack 
of  progress  in  science  and  technol- 


ogy in  the  aftermath  of  last 
year's  bloody  crackdown 
in   Tiananmen  Square. 
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Original  R&D:  A  new  chip  from 
Motorola's  Hong  Kong  lab  team 
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Is  Asia  Breeding  A 
Whole  Pack  Of  Tigers? 

MORE  NATIONS  MOVE  FROM  COPYCAT  RESEARCH  TO  TRUE  INNOVATION 


IBAI 


ive  years  ago,  Leonard  Tsai  seemed  typical  of 
innovation,  Taiwan  style.  As  a  22-year-old  stu- 
I'jnt,  he  dared  IBM  to  prove  that  the  personal 
inmputer  he  had  developed  was  a  rip-off  of 


RM  did — and  Tsai  ended  up  in  jail. 
Thestj  !;>ys,  the  new  model  may  be  Ronald  Chwang, 
senior  vir  ijresident  at  Acer,  the  Taiwanese  computer 
company.  -Vith  a  doctorate  from  the  University  of 
Southern  '  .lifornia  and  six  years'  experience  design- 
ing chips  r<  r  Intel  in  the  U.  S.,  Chwang  came  up  with 
the  Super  l/o,  an  input-output  chip  for  moving  data 
from  PCs  to  printers  and  modems,  a  task  previously 
done  by  two  boards  full  of  chips.  Announced  last  Janu- 


ary, the  Super  I/O  was  developed  jointly  with  National 
Semiconductor.  But  Chwang,  42,  led  a  team  of  10  Acer 
engineers  in  Taipei  who  did  most  of  the  work. 

Such  breakthroughs  may  be  routine  in  Japan.  But  in 
the  rest  of  Asia  and  the  Pacific  region,  they  had  been 
almost  unheard-of.  Now,  a  handful  of  countries  are 
switching  from  copycat  to  innovator.  With  their  export 
economies  creating  great  wealth,  such  nations  as 
South  Korea  and  Taiwan  are  pouring  money  into  re- 
search. Working  mainly  with  existing  products,  they 
are  finding  ways  to  lower  costs  and  improve  perfor- 
mance in  everything  from  cars  to  appliances — and 
climbing  the  ladder  to  more  sophisticated  technologies. 


INNOVATIOr-;  1990 


Who  will  get  to  the  top?  South  Korea  and  Taiwan 
have  a  good  chance,  having  leapfrogged  into  mass 
production  of  advanced  semiconductors  and  personal 
computers.  What  sends  shivers  through  Western  exec- 
utives is  the  thought  that  other  Asian  countries  are 
close  behind.  Hugo  Vandamme,  CEO  of  a  Belgian 
broadcasting-equipment  maker  that  has  dropped  out  of 
consumer  electronics  businesses  that  compete  with  Far 
East  producers,  sums  up  this  sentiment:  "Japan  domi- 
nated the  mass  markets  during  the  last  decade,  and 
now  Korea  and  Taiwan  are  coming.  Tomorrow,  it  will 
be  Malaysia  and  Thailand."  Malaysia  and  Thailand  al- 
ready supply  the  Japanese.  Singapore  and  Hong  Kong 
have  started  to  innovate,  as  has  Australia.  Even  under- 
developed countries  such  as  China  and  India  are  mak- 
ing a  move.  China  boasts  breakthroughs  in  supercon- 
ductivity, lasers,  and  burn  treatments.  And  Indian 
entrepreneurs,  using  satellites  linking  Bombay  with 
California  and  Massachusetts, 
have  spawned  a  promising  soft- 
ware industry. 

In  fields  where  these  Asians 
are  succeeding,  heavy  govern- 
ment R&D  funding  is  often  the 
key.  Taiwan,  of  course,  has  oo- 
dles of  cash:  Its  $72  billion  for- 
eign exchange  reserve  is  second 
only  to  Japan's.  But  before  it 
had  cash,  Taiwan  had  foresight. 
In  the  mid-1970s,  the  govern- 
ment set  up  the  Industrial  Tech- 
nology Research  Institute  (ITRI), 
plus  a  high-tech  industrial  park 
in  Hsinchu.  Now,  private  compa- 
nies have  leapt  in:  By  last  year, 
only  about  12%  of  the  $1.8  bil- 
lion Taiwan  spent  on  R&D  came 
from  ITRI. 

Other  countries  are  trying  to 
emulate  Taiwan.  Singapore's 
government  began  targeting 
high  tech  a  decade  ago.  Since 
then,  research  spending  has 
doubled  every  three  years,  and  a  science  park  near  the 
National  University  of  Singapore  has  lured  65  compa- 
nies. In  Australia,  the  government-run  Commonwealth 
Scientific  &  Industrial  Research  Organization  works 
closely  with  companies  in  such  fields  as  applied  organ- 
ic chemistry,  genetic  engineering,  and  smelting.  Even 
in  laissez-faire  Hong  Kong,  more  government  spend- 
ing on  R&D  is  gaining  support.  The  reason,  says  C.  D. 
Tam,  general  manager  of  Motorola's  Asia/Pacific  chip 
operation,  is  that  "Hong  Kong  has  been  losing  out." 

Aside  from  subsidies,  the  best  strategy  is  attracting 
foreign  investment.  There  is,  however,  a  risk  of  being 
technologically  colonized  by  foreigners.  In  Asia,  for 
instance,  many  U.  S.  and  European  companies  set  up 
design  centers  mainly  to  adapt  their  products  to  local 
markets,  while  real  innovation  stays  at  home.  But 
there  are  exceptions:  Motorola's  Hong  Kong  research- 
ers have  designed  several  nifty  new  chips,  including 
one  that  helps  run  a  pocket  dictionary. 

The  acid  test  is  for  local  innovations  to  make  it  in 


world  markets.  Here,  Taiwan  may  have  the  lead,  al- 
though most  of  its  R&D  spending  now  goes  into  design 
and  development  work  to  make  existing  products  bet- 
ter. Computer  maker  Acer  is  a  case  in  point.  In  mid- 
1986,  when  Intel  came  out  with  its  386  microprocessor, 
personal  computer  makers  around  the  world  rushed  to 
design  a  PC  using  the  new  chip.  Acer's  five-member 
"tiger  team"  worked  day  and  night  to  complete  a  386- 
based  PC  before  the  Comdex  computer  show  in  the 
U.  S.  that  November.  They  made  it  only  weeks  behind 
Compaq,  the  U.  S.  leader,  and  shocked  the  PC  world. 

Since  then,  Acer  and  about  a  dozen  other  Taiwanese 
companies,  which  now  make  about  one-fourth  of  the 
world's  PCs,  have  been  nipping  at  Compaq's  heels  with 
new  models.  Some  are  even  coming  up  with  innova- 
tions. Acer,  which  spends  5%  of  its  $700  million  in  sales 
on  R&D,  produced  the  Super  I/O.  Microtek  International 
Inc.,  a  10-year-old  company  with  $38  million  in  sales, 
has  become  a  leader  in  scan- 
ners, attachments  to  PCs  that 
can  scan  photographs  and  store 
them  digitally.  Microtek's  first 
scanner,  a  black-and-white  mod- 
el, was  the  world's  best-seller  in 
the  mid-1980s.  Recently,  the 
company  introduced  a  color 
scanner  for  $2,700,  undercutting 
the  price  of  one  sold  by  Sharp, 
its  nearest  rival. 

Taiwan's  ambitions  go  far  be- 
yond PC  add-ons.  Its  engineers 
are  trying  to  close  the  gap  in 
pharmaceuticals,  aircraft  com- 
ponents, pollution-abatement 
equipment,  and  computer-aided 
design  and  manufacturing  soft- 
ware. Last  year,  Taiwan's  mili- 
tary unveiled  an  advanced  jet 
fighter.  Now,  Taipei  aims  to 
build  and  launch  a  satellite  with- 
in five  years. 

Meanwhile,  the  country  is  de- 
veloping its  own  technology  in 
industries  where  it  already  has  strong  sales.  A  Giant 
Manufacturing  Co.  bicycle  made  of  a  locally  developed 
carbon  fiber  composite  goes  for  $1,500.  Taiwanese 
high-speed  weaving  machines  use  gears  made  of  an- 
other local  composite,  which  makes  them  50%  speedier 
than  previous  models — and  tough  competition  for  Ja- 
pan. In  semiconductors,  Taiwan  has  progressed  from 
low-tech  chips  for  products  such  as  talking  bears,  to 
high-tech  ones  for  computers. 

Just  to  catch  up  with  Taiwan,  most  Asian  contenders 
still  have  a  long  way  to  go.  Foreigners  such  as  Motor- 
ola and  France's  Thomson  still  provide  most  of  the 
research  spending  in  Singapore.  Hong  Kong  has  been 
hobbled  by  a  brain  drain  and  political  uncertainty 
linked  to  its  takeover  by  China  in  1997.  In  China  itself, 
bureaucracy  and  the  new  hard-line  regime  are  taking  a 
heavy  toll. 

But  some  countries  are  trying  to  break  out.  In  Hong 
Kong,  a  few  local  companies  are  forging  ahead  in 
niches.  Take  Video  Technology.  It  develops  and  pro- 
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luces  computer-based  learning  toys  that  talk.  Or 
VSM  International.  A  spin-off  of  a  Dutch  company,  it 
las  become  a  world  leader  in  designing  and  making 
jquipment  for  producing  semiconductors.  Founded  15 
^ears  ago  on  a  $5,000  investment,  ASM  today  has  sales 
)f  $62  million,  much  of  it  earned  from  chipmakers  such 
is  Intel,  Samsung,  and  Philips. 

Will  any  little  Japans  emerge  from  the  bunch?  Per- 
laps  not  soon.  Australia  helps  illustrate  why.  That 
lation  has  some  promising  startups,  such  as  Memtec 


Ltd.,  a  Sydney  company  that  makes  filtration  sys- 
tems for  sewage  treatment.  Yet  something  is  miss- 
ing. In  general,  says  Michael  G.  Pitman,  chief  sci- 
ence adviser  to  the  government's  Industry,  Trade  & 
Commerce  Dept.,  "there  is  a  very  high  level  of  creativ- 
ity in  our  research.  However,  we  have  problems  in 
transferring  that  creativity  into  innovative  products." 
Still,  not  long  ago  Japan  seemed  a  long  shot.  Give  the 
rest  of  Asia  another  five  years,  and  it  may  produce 
successful  innovators,  too. 

By  Dori  Jones  Yang  in  Hong  Kong,  with  Stephen 
Hutcheon  in  Sydney  and  Joyce  Quek  in  Singapore 


INDIA  WAITS  FOR  A  LOTUS  TO  BLOSSOM 


/n  Bombay's  teeming  traffic,  it 
takes  one  bumpy,  dusty,  sweaty 
hour  to  drive  the  20  miles  from 
downtown  to  the  still-unfinished  San- 
ta Cruz  Electronics  Export  Promo- 
tion Zone  (SEEPZ).  The  zone  doesn't 
look  like  Silicon  Valley  yet,  but  it's 
already  centuries  ahead  of  the  hub- 
bub of  the  city.  In  a  quiet  lane  of 
low-rise  buildings  nestles  a  burgeon- 
ing community  of  software  talent. 

Satellite  dishes  link  the  Indian  pro- 
grammers to  corporate 
clients  around  the 
world.  Take  feisty  little 
Chenab  Information 
Technologies.  Its  staff 
of  85,  average  age  27, 
tailors  software  for  in- 
ternational clients  in- 
cluding Arthur  Ander- 
sen, Pacific  Bell, 
BellSouth,  Citicorp, 
Hongkong  &  Shanghai 
Commercial  Bank,  Bank 
of  America,  and  Air  In- 
dia. Chenab  is  one  of 
some  400  computer 
companies  in  India, 
which  together  export- 
ed more  than  $100  million  in  soft- 
ware last  year.  That's  a  tiny  per- 
centage of  the  international  market. 
But  it's  a  fivefold  increase  in  less 
than  five  years,  and  a  crucial  source 
of  foreign  exchange  for  the  country. 

India's  thriving  software  business 
sprang  up,  in  part,  because  the  coun- 
try's low  wages,  top-notch  technical 
training,  and  large  number  of  English- 
speaking  citizens  made  it  attractive 
to  U.  S.  and  other  foreign  companies 
that  wanted  to  pare  software-devel- 
opment costs.  As  a  result,  the  Indian 
software  industry  is  primarily  devot- 


ed to  writing  programs  for  foreign 
clients.  But  a  handful  of  software 
startups— including  Chenab,  Kale 
Consultants,  Blue  Star,  oi^c  Comput- 
ers, and  Citicorp  Overseas  Soft- 
ware—have more  ambitious  goals. 
They  want  to  become  India's  answer 
to  Microsoft  or  Lotus,  creating  ge- 
neric packages  for  a  broad  interna- 
tional retail  market. 

Some  of  this  new  wave  of  soft- 
ware is  inspired  by  the  problems 


faced  in  developing  countries.  Bom- 
bay's Blue  Star  has  developed  Lin- 
guist, a  package  that  displays  up  to 
1 2  languages  on  one  screen.  And 
Kale  Consultants,  also  in  Bombay, 
has  engineered  a  health  care  soft- 
ware package  for  PCs  that  manages 
everything  from  billing,  inventory, 
and  patient  admissions  to  nurse-sta- 
tion management.  "The  problems 
and  priorities  of  a  hospital  in  a  devel- 
oping country  are  different  from 
those  in  the  West,"  says  Kale's  di- 
rector, Vipul  Jain. 

India's  programmers  are  also  try- 


ing to  create  generic  packages  that 
take  advantage  of  the  thousands  of 
hours  spent  working  for  foreign  cli- 
ents. Frequent  requests  from  inter- 
national banks  inspired  Chenab  to 
launch  Agility,  an  IBM  PC-based  pack- 
age for  financial  and  text  messages 
requiring  confirmation,  such  as  telex 
transfers  between  banks.  Tata  Uni- 
sys of  Bombay  already  has  revenues 
of  more  than  $10  million  from  Sign- 
bank,  a  signature-verification  pro- 
gram that  calls  up  pho- 
tographs of  customers 
on  the  screen. 

Still,  India's  software 
entrepreneurs  face  big 
hurdles.  One  is  an  al- 
most constant  brain 
drain  to  the  U.  S.  In  ad- 
dition, most  companies 
lack  marketing  experi- 
ence outside  the  coun- 
try, and  India's  back- 
ward infrastructure 
doesn't  easily  support 
international  communi- 
cations links. 

Under  former  Prime 
Minister  Rajiv  Gandhi, 
the  government  tried  to  help  by 
pumping  funds  into  software  devel- 
opment and  setting  up  satellite  link- 
ups and  special  investment  zones  for 
software  ventures.  When  the  new 
government  under  Prime  Minister 
V.  P.  Singh  scaled  back  many  of  Gan- 
dhi's incentives  in  the  latest  national 
budget,  spending  on  the  software  in- 
dustry was  left  unscathed.  That's  a 
green  light  for  India's  entrepre- 
neurs—and a  sign  that,  someday,  the 
next  big  software  hit  may  be  made 
in  Bombay. 

By  Dinah  Lee  in  Bombay 


Booting  up  in  Bombay:  Chenab's  software  is  a  liit  with  banl(s 
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Will  an  R&D  scramble 
get  Korea's  edge  back? 

TO  REVIVE  THE  ECONOMV,  THE  WATCHWORD  IS  'IHHOVAIE' 


Researcher  Park  Kwon  Chul  working  on  a  Korean  phone  switching  system 


/n  its  headlong  race  to  industri- 
alize and  conquer  global  mar- 
kets, South  Korea  has  relied  on 
hard  work,  low  labor  costs,  foreign 
technology,  and  a  cheap  currency. 
For  years,  that  strategy  worked 
beautifully:  Korea  has  probably 
modernized  faster  than  any  other 
country.  But  that  very  success  has 
led  to  higher  wages,  a  stronger 
currency,  and  the  reluctance  of  for- 
eigners to  be  so  generous  with 
their  knowhow.  The  result:  declin- 
ing exports,  a  sluggish  economy, 
and  growing  fears  that  Korea  is 
losing  its  competitive  edge. 

What  to  do?  Innovate.  That  has 
become  the  watchword  throughout 
industry,  government,  and  aca- 
deme. Increasingly  aware  that  it 
has  given  research  and  develop- 
ment short  shrift,  Korea  is  scram- 
bling to  give  these  the  attention 
they  deserve.  "The  basic  reason  for 
our  export  slowdown  is  that  Kore- 
an companies  neglected  the  impor- 
tance of  innovation,"  says  Lee 
Kyung  Tae,  a  senior  research  fel- 
low at  the  Korea  Institute  for  Eco- 
nomics &  Technology  and  special 


adviser  to  Trade  &  Industry  Minis- 
ter Park  Pil  Soo. 

Few  Koreans  would  disagree. 
But  a  debate  is  raging  on  how  best 
to  stimulate  innovation.  The  Minis- 
try of  Science  &  Technology  (MOST), 
for  instance,  is  at  loggerheads  with 
the  Ministry  of  Trade  &  Industry 
(MTI).  MOST  aims  to  raise  Korea's 
technology  level  through  ambitious 
satellite  and  magnetic-levitation 
train  programs,  for  example,  argu- 
ing that  breakthroughs  in  those 
fields  will  mean  a  rush  of  practical 
spin-offs  for  industry.  And  it  is 
pushing  to  boost  the  national 
spending  on  R&D  to  57"  of  gross 
national  product  by  2001,  up  from 
2.37f  now.  (Korea's  annual  R&D  out- 
lays of  $3.5  billion  rank  it  13th  in 
the  world,  yet  IBM  alone  outspends 
it.)  For  its  part,  the  MTI  wants  to 
make  Korea  more  competitive  by 
using  low-interest  loans  and  other 
government  help  to  encourage  pro- 
duction of  the  high-tech  compo- 
nents needed  in  electronics,  ma- 
chinery, automotive,  and  chemical 
manufacturing. 

This  policy  standoff  has  brought 
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charges  that  the  government  pays 
only  Hp  service  to  innovation.  The 
numbers  are  starting  to  tell  a  dif- 
ferent story,  though.  Last  year, 
MOST  won  a  $50  million  allocation 
for  national  R&D  projects,  including 
basic  research.  That  compares  with 
a  total  of  just  $16  million  for  1970- 
89.  The  government  also  encour- 
ages R&D  through  tax  relief,  subsi- 
dies, grants,  and  funding  for 
research  consortiums  and  "techno- 
polis"  science  parks. 

"We  have  to  reconstruct  our  in- 
dustry through  technological  inno- 
vation," says  Yu  Hee  Yol,  director 
general  for  policy  planning  at 
MO.ST.  "The  business  sector  has 
been  more  interested  in  investing 
in  stock  and  real  estate."  In  a  sur- 
vey of  Korean  industry  that  MOST 
conducted  this  year,  807'  of  execu- 
tives acknowledged  that  technologi- 
cal deficiencies  were  the  main 
cause  of  their  economic  problems. 

Still,  Korea's  manufacturers  in 
1989  spent  just  1.8%  of  sales  on 
R&D.  The  comparable  figure  for  Ja- 
pan is  about  2.67c,  and  that's  of  a 
much  larger  pie.  "They  don't  deep- 
en their  original  businesses,"  says 
Lee  of  the  Institute  for  Economics 
&  Technology.  For  example,  17 
years  after  they  started  making 
color  TVs,  Korean  companies  still 
get  their  giant-size  cathode-ray- 
screen  technology  from  Japan. 

Korea's  great  strides  in  semicon- 
ductors have  drawn  world  attention 
and  have  perhaps  created  a  mis- 
leading image  for  the  country  as  a 
high-tech  haven.  While  Samsung 
Electronics  Co.  has  indeed  designed 
its  own  state-of-the-art,  4-megabit 
memory  chip,  that's  an  isolated 
achievement.  "Korea  has  to  buy  its 
[photolithography]  masks,  produc- 
tion equipment,  chemicals,  most  de- 
signs— everything — from  Japan 
and  the  U.  S.,"  says  Kang  Young- 
kook,  executive  managing  director 
for  planning  and  coordination  at 
Daewoo  Corp.  "China  could  do  the 
same  thing.  Would  that  make  it  the 
third-ranking  semiconductor  power 
in  the  world,  as  some  claim  Korea 
has  become?"  Kang  adds  that 
many  European  companies  are  far 
more  advanced  than  any  Korean 
semiconductor  maker. 


G    E    R  S 


Not  that  Korea  is  without  inno- 
vation. Semiconductor  materials  de- 
veloped by  a  professor  at  the  Ko- 
rea Advanced  Institute  for  Science 
&  Technology  have  been  licensed  to 
Germany.  Researcher  Yun  Han 
Shik  at  the  Korean  Institute  for 
Science  &  Technology  has  devel- 
oped a  prototype  aramid  fiber  that 
some  claim  is  superior  to  Du  Pont 
Co.'s  Kevlar.  Park  Kwon  Chul  and 
other  researchers  are  developing 
an  indigenous  Korean  telecom- 
munications switching  system.  And 
Hyundai  Motor  Co.'s  all-new  Excel 
is  Korea's  first  original  car  design. 

Then  there's  the  more  modest, 
less  visible  innovation  occurring  in 
such  prosaic  products  as  automo- 
bile starter  motors.  Daewoo  Auto- 
motive Components  Ltd.  came  up 
with  a  new  design  that  helped  beat 
out  such  relative  giants  as  Toyota 
Motor  Corp.  affiliate  Nippondenso 
Co.  for  a  $12  million-a-year  contract 
to  supply  General  Motors  Corp.'s 
new  Saturn  models.  Daewoo's  mag- 
net-based design  is  quieter,  quick- 
er, and  more  reliable  in  all  climates 
than  conventional  starters,  says 
President  Bae  Soon  Hoon. 

Bae  is  a  strong  believer  in  using 
innovative  technology  to  move 
gradually  upmarket.  Hyundai,  he 
thinks,  made  a  mistake  with  the 
new  Excel  by  leapfrogging  to  Japa- 
nese price  levels.  There  was  strong 
market  resistance,  he  says,  because 
consumers  aren't  yet  ready  to  pay 
as  much  for  a  Korean  product. 
"We  have  to  move  in  step  with  our 
image,"  he  says. 

Don't  tell  that  to  Kim  Byung  An, 
general  manager  of  the  product 
planning  department  at  Samsung 
Electronics.  Last  year,  Kim  helped 
organize  "Idea  Man"  teams  at 
Samsung  to  pull  together  original 
notions  from  throughout  the  com- 
pany and  from  customers.  "We're 
getting  a  surprising  number  of 
ideas,"  says  Kim.  "Some  are  for 
products  completely  different  from 
anything  that  exists  now."  Scoring 
with  the  equivalent  of  a  Walkman, 
as  Kim  dreams,  could  provide  just 
the  inspiration  Korea  needs  to  be- 
come a  world-class  innovator. 

By  Robert  Neff  and  Laxmi  Nakarmi 
in  Seoul 


DEDICATION 


Your  drive  to  do 
good  work  is  sometimes 
seen  as  single-minded. 
Standards  you'd  think 
anyone  would  hold 
themselves  to  are 
viewed  as  too  exacting. 

Yet  how  can  you 
do  otherwise,  when  you 
have  the  responsibility 
of  affecting  lives  with 
your  work?  You  must 
unite  elements  in  a  cus- 
tom package  of  corpo- 
rate retirement  services, 
much  the  same  as  a 
conductor  must  arrange 
a  symphony. 

At  your  disposal 
are  the  finest  resources. 
But  what  really  must  be 
singular  is  the  finesse 
with  which  you  apply 
them.  You  make  some 
decisions,  the  easy  ones. 
Then  you  strengthen 


with  the  less  apparent. 
Increasingly,  experience 
comes  into  play.  You 
use  it  to  achieve 
nuances,  fine  degrees 
of  effectiveness.  Your 
work  becomes  gradu- 
ally, uniquely  your  own. 
Uniquely  your  client's. 

And  throughout, 
excellence  is  never 
presumed.  By  nature, 
you  want  to  refine  the 
retirement  package, 
even  when  you  believe 
it  is  indeed  optimal. 
It  gives  your  quality 
its  edge.  The  edge 
demanded  of  the 
market  leader. 

As  for  satisfac- 
tion, it's  inherent  in 
the  process.  When  it 
arrives,  it  does  so 
quietly,  imperceptibly, 
evolving  over  time. 


Fideiiiyinstituiionai 
Retirement  Services  Company^ 


A  Fidelity  Investments  Company 

82  Devonshire  Street,  L9C,  Boston,  MA  02109    1-800-345-5033.  Ext  5602  (In  Massacliusetts,  call  collect,  617-570-56021 
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CHALLENGERS 


The  Brains  Keep  Draining  In 


THANKS  TO  EMIGRE  SCIENTISTS,  ISRAEL 
IS  CHARGING  AHEAD  IN  HIGH  TECH 

9M&  ith  people  like  Solomon  Flax  pitching  in,  it's 
MnM  easy  to  see  why  high  tech  is  booming  in  Israel 
mm  despite  the  country's  sluggish  economy.  To 
practice  science  in  this  harsh,  intimidating  land,  you 
have  to  be  able  to  thrive  on  adversitv. 


Salec's  Branover:  Creating  jobs  for  Soviet  researctiers 

When  the  Kremlin  removed  refusenik  Flax  from  his 
university  research  post,  he  kept  bread  on  the  table  by 
selling  gold  on  the  black  market,  secretly  extracting  it 
from  industrial  waste.  He  has  since  patented  the  pro- 
cess, and  it  is  being  marketed  by  Satec  Ltd.,  a  startup 
that  Flax  joined  after  he  arrived  in  Israel.  Founded  in 
1987  by  Herman  Branover,  a  physics  professor  at  Ben 
Gurion  University,  Satec  employs  30  former  Soviet 
scientists  who  develop  technology  and  consult. 

That's  just  the  sort  of  entrepreneurship  Israel 
needs.  Historically,  the  tiny  nation,  only  260  miles 
long,  has  been  a  proving  ground  for  advanced  military 
technology,  and  its  industry  has  prospered  mainly  on 
defense  contracts.  Adjusting  to  the  recent  reduction  in 
world  tensions  and  to  cutbacks  by  the  Israeli  Defense 
Ministry  has  been  traumatic. 

Israel,  however,  has  one  big  advantage:  brainpower. 
The  iiiflux  of  Soviet  Jews — now  2,500  a  week — is  add- 
ing scientists  and  engineers  to  what  was  already  the 
highest  concentration  in  the  world:  30  for  every  10,000 
citizens,  vs  2.")  in  the  U.  S.  And  Israelis  have  helped 
create  most  of  the  world's  top  silicon  "brains."  Intel, 


Motorola,  National  Semiconductor,  and  Digital  Equip- 
ment all  have  chip-design  centers  in  Israel,  and  their 
engineers  have  played  a  major  hand  in  developing  the 
microprocessors  produced  by  all  four  companies. 

To  spur  commercial  innovation,  the  Industry  & 
Trade  Ministry  last  year  awarded  more  than  $100  mil- 
lion in  matching  funds  to  640  research  projects,  mostly 
in  electronics,  chemicals,  and  biotech.  Many  grants 
went  to  the  315  kibbutzim  that  run  garage-shop  indus- 
tries or  to  startups  in  such  incubation  centers  as  the 
Tefen  industrial  park,  perched  on 
a  hilltop  near  the  Lebanese  border. 
A  few  new  stars  have  already 
emerged.  One  is  Scitex  Corp.,  a 
world  leader  in  computer  imaging 
systems.  Last  year,  it  tallied  $238 
million  in  sales,  up  24%,  and  netted 
$35  million,  a  gain  of  139%. 

In  general,  though,  the  sharp 
cuts  in  defense  spending  have 
pinched.  Notes  Uzia  Galil,  CEO  of 
Elron  Electronic  Industries  Ltd., 
the  nation's  largest  high-tech  hold- 
ing company:  "It  takes  time  to 
train  scientists  and  engineers  to 
think  about  the  needs  of  the  civil- 
ian market."  Still,  Elron  seems  to 
be  over  the  hump.  Of  last  year's 
$457  million  in  revenues,  only  30% 
came  from  weapons,  down  from 
nearly  50%>  in  1985.  Subsidiaries 
such  as  Optrotech  Ltd.  made  up 
the  difference.  Sales  of  its  systems  for  inspecting 
printed  circuit  boards  hit  $73  million,  up  18%. 

Even  state-owned  Israel  Aircraft  Industries  Ltd.  has 
bounced  back.  After  Israel  scrubbed  development  of 
the  Lavi  jet  fighter  in  1987,  lAl  took  a  $97  million  loss 
and  laid  off  5,500  people,  25%'  of  its  workers.  But  last 
year,  sales  perked  up  21%,  to  $1.3  billion,  nudging  lAI 
into  the  black.  That  news  came  on  Apr.  4,  the  day  after 
lAI  launched  its  second  civilian  satellite  in  18  months. 

Now,  many  Israelis  are  calling  for  a  change  in  prior- 
ities. Too  much  funding  has  been  shifted  from  basic 
science  to  industrial  development,  critics  charge.  They 
fear  Israel  may  be  mortgaging  its  future,  because  top 
research  centers,  such  as  the  Weizmann  Institute  and 
Technion,  have  been  forced  to  narrow  their  efforts. 

Satec's  Branover  shares  that  concern.  But  as  long  as 
Soviet  scientists  stream  into  Israel,  creating  jobs  for 
them  is  his  main  goal.  "Israel  will  miss  a  golden  oppor- 
tunity if  it  doesn't  make  full  use  of  their  tremendous 
scientific  potential,"  he  says.  Branover  is  going  to  do 
his  part:  He's  planning  another  startup. 

Bt/  Neal  Sandler  in  Jerusalem 


Subam  Legacy 


\blvpHasBuikARepiitationR)r  ^ 
iirvTvingAcddents.  SubamHasBuilt 
AReputationEorAvoidingThem. 


le  Volvo  240  has  done  a  fine  job 
rviving  accidents.  And  we,  at 
iru,  have  always  admired  that. 
)  we  gave  the  new  Subam 
icy  unibody  construction  like 
/olvo  240. 

It  at  Subam,  we  think  there  s 
:thing  even  better  than  surviving 
lents.  And  that's  not  getting  into 
1  in  the  first  place. 
)  unlike  the  240,  the  Subam 
icy  offers  an  optional  anti-lock 
ing  system  (ABS).  A  feamre  that 
ps  your  brakes  automatically  for 
imum  maneuverabilit)'  and  gives 
much  greater  steering  control 
ng  heavy  braking, 
nlike  the  240,  the  Subam  Legacy 


is  available  with  Hill-time  four  wheel 
drive.  A  more  civilized  form  ot  four 
wheel  drive  giving  vou  greater  trac- 
tion on  sm(K)th  high  speed  highways 
as  well  as  on  washboard  dirt  roads. 

And  unlike  most  cars  in  the  world, 
the  Subaai  Legac)'  comes  with  both 
four  wheel  disc  brakes  and  indepen- 
dent suspension. 

At  Subaru,  we  know  that  even  cars 
not  involved  in  accidents  can  eventu- 
ally come  apart.  So  every  Subam  is 
put  together  to  stay  together  through 
conditions  which  drive  other  cars 
into  the  ground.  Of  course,  we  can't 
guarantee  how  long  evcrv  one  of  our 
cars  will  last.  But  we  do  know  93%  of 
all  Subam  cars  registered  in  America 


since  1979  are  still  on  the  road.* 

And  the  new  Subam  Legacy  may 
even  surpass  that  record  for  durability. 
A  Subam  Legacy  has  broken  the  FIA 
World  Speed/Endurance  record  by 
mnning  19  days  at  an  average  speed 
ot  138.8  mph  for  more  than  62,000 
miles.** 

So  you  see,  it  wasn't  just  accidents 
the  Subam  Legacy  was  designed  to 
avoid.  But  junk  yards  as  well. 

*R  I,  Polk  &  Q)  Statistics,  luJv  1,  1988-  •♦V.ilidatcd  by  the 
Federation  Intematifjnale  Dc  L'Automobllc- 

SubaruLegacy 

We  Built  Our  Reputation  By 
Building  A  Better  Car. 


THE  CHALLENGERS 


China:  Science  feels  the  crackdown 


THE  EVENTS  OF  1989  DEALT  A  HEAVY 


BLOW  TO  TECHNICAL  PROGRESS 

M  yt'Jir  after  the  crackdown  in  Tiananmen  Scjuare, 
Mm  Cliina's  jirof^rcss  in  science  and  technoiojjy  is 
mm  emerging  as  a  long-term  victim.  After  more  than 
a  decade  of  openness,  China  has  aj^ain  placed  itself  in 
international  isolation.  It  has  curtailed  student  and 
scholar  exchanf^es  and  reemphasized  ideolof^ical  educa- 
tion at  the  expense  of  technical  expertise,  That,  cou- 


have  a  fraction  of  the  resources  Americans  have." 

As  a  result,  access  to  cutting-edge  technology  and 
research  in  the  West  has  been  a  boon  to  many  scien- 
tists. Over  the  past  10  years,  more  than  50,000  Chinese 
students  and  scholars  have  worked  in  U.  S.  labs.  And 
information  the  Chinese  have  gleaned  from  interna- 
tional meetings  and  journals  has  driven  advances  in 
everything  from  superconductors  to  biotechnology. 

P>ut  now,  Beijing  has  grown  fearful  of  an  increased 
l)rain  drain  to  the  West,  and  understandably  so:  Of  the 
estimated  IS, 000  students  who  traveled  to  the  U.S. 
during  the  l!)!-!()s,  some  14,000  remain  in  the  U.  S.  And 
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pled  with  the  difficulty  of  conunerciali/.ni^  new  ideas 
in  a  centralized,  bureaucratic  economy,  has  cast  a 
heavy  shadow  over  China's  economic  development. 

Kven  in  the  best  of  times,  ('hina's  science  and  tech- 
nology efforts  were  limited  by  its  scarce  funds.  Typi- 
cally, government  support  has  been  geared  toward 
perfecting  technology  that  can  help  solve  the  pressing 
problems  any  developing  nation  faces;  food  shortages, 
dist  .ise,  and  dangerous  working  conditions.  "The  Chi- 
li.'  wvf  not  interested  in  going  higher,  faster,  and 
'>i);u  one  Western  diplomat  notes.  "They  are  inter- 
I's.i'i'  ii,  getting  something  they  can  apply.  They  don't 

■  UilNESS  WEEK 


China  launched  an 
American-made 
lelecommttnicalions 
salellite,  Asiatat-t, 
in  April,  1999 


only  l!),()0(t  of  liM.OOO  scholars  who  made  the  same  trek 
have  returned.  If  these  people  "are  waiting  outside  the 
country  until  it  improves,  who  will  help  it  modernize?" 
asks  Zhao  Zhongxian,  head  of  China's  National  ('enter 
for  Research  &  Development  on  Superconductivity. 
The  average  age  of  his  researchers  is  45. 

China's  response  has  been  to  restrict  overseas  travel 
for  students  and  scientists.  Some  students  have  to 
work  for  five  years  in  China  to  be  eligible  for  an 
advanced-study  visa  to  the  U.  S.  And  nearly  all  univer- 
sity graduates  now  are  required  to  do  a  year  of  ideo- 
logical or  labor  training.  According  to  a  report  by  the 

INNOVATION      19  9  0 


Which  computer  is 
the  most  po\\efiil? 


Okay,  so  it's  a  trick  question.  But  the  right  answer  could 
/orth  millions  to  you  and  your  organization. 

The  average  computer  company  would  have  you  believe 
you  can  measure  the  power  of  tlieir  computers  purely  in 
hine  terms.  like  megaliertz  or  MIPS. 

At  Aj)ple,we  see  things  differently  A  personal  computer 
:  do  anything  by  itself.  And  a  computer  that  people  can't  — 
TO't— use  doesn't  really  have  any  power  at  :ill. 

Just  think  of  all  tlie  PCs  you've  seen  like  the  computer 
he  left,  sitting  idle  most  of  the  time. 

Macintosh"  personal  computers,  on  the  other  hand,  can 
ost  always  be  found  like  tlie  computer  on  the  right.  Witli 
lan  beings  attached.  Hour  after  hour  Day  after  day  YCcir  in 
year  out.  Helping  people  do  almost  everything  they  do 
ig  people  the  kind  of  power  you  can  measure  in  results. 

A  recent  survey  of  people  who  use  M'acintosh  and  people 


who  use  the  other  leading  personal  computer  s\'stem  in  Fortune 
1000  corj^orations  helps  explain  wh\':  Macintosh  was  rated 
22%  higher  for  user  enjoyment.  Which,  in  ami,  helps  ciccount  tor 
why  information  systems  managers  in  those  companies  rated 
Miicintosh  22%  higlier  for  overall  satisfaction  and  a  remarkable 
42%  liigher  lor  user  productivit\'. 

So  before  you  spend  another  dime  on  personal  compu- 
ters, invest  a  few  minutes  in  a  sv-stem  that  lets  you  meiisure  its 
power  by  the  only  benclimark  that  really  matters:  the  perfor- 
mance of  the  people  who  use  it.  For  your  nearest  authorized 
Apple  reseller  c:iU  1-800-538-9696,  ext.  800. 

Tlien  you'll  know  why  Macintosh  is  tlie  most  powerftil 
personal  computer  you  can  buy  today 

The  computer  people  actually  use. 

'     The  power  to  be  your  best!" 


.\'o,  wedidnl  cfiruiml  ihe  sunr^' (junelm  Thai  ufjukinl  he  fmrThe  l"-)^)*!  stuii)'  ma  curuit^ilai  hv  Dui^ruistic  Resfmxh.  Im  .  amang^onrnt  lUOO^W/S  managers 
piter  user^famtiar  unthMaanUjsh  ami  MS  LHiS  systems  f-ull  aruJ  u-eM  st^ui )m  a  cafjy  €)  1990 Appk  C/mpule^     AfjpU'.  lheAp!ikUi^uimi\1iiant(i^(mresistm(llradeT!Utrks.  and  "The power  Ui  hf  wur  best  is  a  trademark  of. ^>pli  C/)m[n.tir  ha  l-ortunp  IDOO  imludoi 
Fortune  SOO  and  Fortune  Service  500,  wbch  are  registered  trademarks  of  Tmu:  Iri  \LS  DOS  iv  a  re}>islered  trademark  of  Microsoft  CorporaJum 


Opportunity  in  our  liands.  BP  scien- 
tists have  developed  a  new  process 
which  recycles  oily  refinery  waste. 
Instead  off  hazardous,  hard-to- 
handle  by-products,  our  recycling 
technology  now  produces  an  easy- 
to-handle  powder.  What's  more,  the 
new  BP  process  recovers  oil  which 
would  have  been  lost.  That's  waste 
turned  into  a  resource.  And  a  big 
disposal  prqblem  disposed  off. 


Public  Sq.. 


^   T  H 


C   M  ALLENGERS 


Institute  of  International  Education's  Hong  Kong 
office,  travel  visas  will  most  likely  be  awarded  to  low- 
risk  students  and  scholars:  those  over  40  who  are 
entering  short  nondegree  programs  and  leaving  fam- 
ilies behind  in  China. 

Adding  to  China's  self-imposed  isolation,  many 
Western  universities  are  protesting  the  crackdown  by 
curtailing  their  own  exchange  programs.  And  in  May, 
224  scientists  around  the  world  threatened  to  boycott 
any  scientific  conferences  in  China  until  dissident  as- 
trophysicist Fang  Lizni  and  his  wife  Li  Shuxian  are 
allowed  to  emigrate.  The  National  Science  Foundation 
still  funds  exchanges  between  U.  S.  and  Chinese  re- 
searchers. But  "the  scientific  community's  enthusiasm 
about  China  has  gone  down  a  lot,"  says  William 
Chang,  program  manager  for  the  NSF's  U.  S. -China 
Cooperative  Science  Program.  Adds  one  Western  diplo- 
mat: "It  is  much  more  sexy  to  put  resources  in  East- 
ern Europe.  China  has  a  bad  odor." 

How  long  will  that 
be  true?  Most  experts 
say  it's  too  early  to 
tell.  "Science  is  still  go- 
ing on  in  China,"  says 
Beryl  Leach,  head  of 
the  science  and  tech- 
nology program  at  the 
National  Academy  of 
Sciences'  China  com- 
mittee. But  with  less 
funding,  the  focus  of 
research  is  on  practical 
results.  In  biotechnolo- 
gy, for  example,  Chi- 
nese scientists  have 
made  important  pro- 
gress in  altering  plant 
genes  to  make  crops  resistant  to  drought  and  disease. 
In  biomedicine,  researchers  at  the  Shanghai  Institute 
of  Biological  Products  are  developing  a  biotech  vaccine 
and  diagnostic  kits  for  hepatitis  B,  a  virus  carried  by 
more  than  107^  of  the  Chinese  population. 

Chinese  and  Western  scientists  have  also  begun  to 
study  new  uses  for  traditional  herbal  medicines  and 
are  trying  to  isolate  active  ingredients  in  some  1,900 
Chinese  folk  remedies.  Both  Genelabs  Inc.,  in  Redwood 
City,  Calif.,  and  the  Chinese  are  using  an  extract  from 
the  root  of  a  melon;  in  controlled  experiments  in  the 
L.  S.,  it  seems  to  inhibit  reproduction  of  the  AIDS  virus. 
And  for  the  late  stages  of  cancer,  the  Chinese  are 
experimenting  with  a  kind  of  fungus  that  kills  only 
cancerous  cells.  China  Venturetech  Investment  Corp., 
in  Beijing,  is  now  trying  to  raise  financing  for  further 
studie's  of  this  drug  with  partners  from  Taiwan  and 
Singapore. 

BeyoDii  biomedical  fields,  the  Chinese  government 
has  been  i  niding  research  since  the  late  1950s  in  non- 
linear optic  crystals.  These  are  used  in  lasers  to  gener- 
ate light  of  n  single  frequency.  Growing  crystals  re- 
quires great  care  and  precision — and  with  its 
abundance  of  cheap  manpower,  China  is  an  important 


Traditional  asthma  treatment:  Such  folk  remedies  are  being  studied 


supplier  of  these  exotic  materials  to  scientists  and 
corporations  throughout  the  world. 
The  Chinese  also  have  made  significant  advances 
in  superconductivity.  By  the  end  of  last  year,  Chinese 
scientists  had  increased  by  a  hundredfold  the  amperes 
of  electricity  they  were  able  to  pass  through  yttrium 
barium  carbon  oxide — a  ceramic  superconductor — at  - 
196C.  "Our  research  is  comparable  with  the  Americans 
and  Europeans,"  says  Zhao  Zhongxian. 

And  in  the  field  of  nuclear  technology,  the  Chinese 
are  building  a  small,  300-megawatt  nuclear  power 
plant  in  Qinshan  near  Shanghai,  using  domestically 
made,  pressurized-water  reactors  similar  to  those 
made  by  Westinghouse  Electric  Corp.  This  plant, 
which  meets  international  safety  standards,  is  the  first 
of  its  kind  in  China  and  is  expected  to  begin  operating 
at  the  end  of  the  year. 

In  addition  to  these  achievements,  the  Chinese  have 
been  commercially  successful  in  exporting  a  few  high- 
tech products  and  services.  Foreign  companies  such  as 
Fujitsu   Ltd.   and  Hewlett-Packard  Co.   have  even 

signed  up  Chinese  in- 
stitutes to  develop 
software,  a  labor-inten- 
sive job.  And  China 
hopes  that  its  launch 
last  April  of  an  Ameri- 
can-made telecommuni- 
cations satellite,  Asia- 
sat-1,  will  make  it  a 
player  in  the  interna- 
tional satellite-launch- 
ing market.  China 
plans  to  send  three  of 
its  own  satellites  into 
orbit  this  year.  It  has 
also  contracted  to 
launch  two  others  by 
1992,  one  for  an  Aus- 
tralian company  and  one  for  the  Arab  Organization  for 
Satellite  Communication. 

Still,  efforts  to  commercialize  China's  technology  are 
thwarted  by  problems  of  mass  production.  Although 
the  Chinese  have  built  supercomputers  and  main- 
frames, they  have  been  unable  to  do  so  in  volume.  And 
poor  internal  communication  means  researchers  in  one 
city  often  are  unaware  of  similar  work  taking  place 
elsewhere  in  the  country.  "China  lacks  a  commercial- 
ization culture,"  says  Lao  Yuanyi,  vice-president  of 
China  Venturetech  Investment  Corp. 

Most  experts  believe  that  exports  of  high-tech  prod- 
ucts will  continue  to  suffer  as  long  as  Beijing  puts 
party  control  above  the  freedom  of  ideas  and  mforma- 
tion.  But  for  China,  the  more  pressing  problem  may  be 
harvesting  a  new  generation  of  scientists.  Says  Wendy 
Frieman,  director  of  the  Asia  Technology  Program  at 
Science  Applications  International  Corp.:  "Young  peo- 
ple could  perceive  science  as  politically  dangerous,  and 
researchers  may  refrain  from  publicity  and  contact 
with  the  West."  That  could  lead  to  a  major  manpower 
shortage  and  a  tragic  loss  of  an  important  resource. 

By  Lynne  Curry  in  Beijing,  with  Naomi  Freundlich  ifi 
New  York 
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►  They  are  the  challengers.  Al- 
though the  U.  S.,  Japan,  and  Eu- 
rope capture  the  limelight,  many 
other  nations  see  innovation 
as  a  key  to  economic  y<^k,i£ 
growth.  Among  them,  Ko- 
rea and  Taiwan,  once  copy 
cats,  now  spend  more  for  R&D.  Israel,  In 


dia,  Australia,  and  others  try  to 
harness   first-rate  brainpower. 
Once-promising  China  now  faces 
a  bleaker  future.  Here  are 
a  dozen  top  officials 
and  industry  leaders  who 
help  shape  r&d  policy  for 
these  would-be  world-class  innovators. 


MORRIS  CHANG 

Chairman,  Industrial  Technology  Research 
Institute  (ITHl),  Taipei,  Taiwan 

Helped  build  Taiwan's  chip  industry 

Born  1931,  Zhe|iang,  China 

►  PhD  in  electrical  engineering,  Stan- 
ford University.  Career  path:  25  years 
at  Texas  Instruments,  including  7  as 
head  of  ti's  worldwide  chip  business.  President.  General 
Instrument,  1984-85.  Moved  to  Taiwan  to  run  itri.  Put 
Taiwan  on  the  map  as  a  chipmaker,  and  spearheaded 
1989  takeover  of  U.S.  terminal-maker  Wyse  Technol- 
ogy by  a  Taiwanese  government-corporate  group.  At 
ITRI,  is  pushing  to  give  this  government-owned  research 
institute  an  industrial  focus. 


FAQIR  C.  KHQLI 

Director  in  Charge,  Tata  Consultancy 
Services,  India 
Guides  India's  computer  industry 

Born:  1924,  Peshawar,  India 

►  MS  in  engineering,  Massachusetts  In- 
stitute of  Technology.  Career  path: 
managed  one  of  India's  big  three  com- 
puter companies  for  16  years.  Since  the  '70s,  adviser  to 
the  government  on  education,  science,  and  technology. 
Significant  contributions  to  power  system  management, 
computer-aided  design,  and  application  of  computer  sci- 
ence to  business,  government,  and  industry.  Known  as 
"Father  of  India's  computer  industry."  Pushing  India  to 
next  stage  of  innovation  in  software  development. 


SONG  JIAN 

Minister  in  charge  ol  State  Science  & 
Technology  Commission,  China 

Key  policymaker  for  science 

Born  1931,  Hongcheng,  China 

►  Sub-doctorate,  1953-60,  Moscow 
Bauman  Engineering  Institute.  Career 
path:  Joined  the  Communist  Party, 
1947.  Research  team  chief.  Defense  Ministry,  1962-65. 
Disappeared  from  public  view  during  the  Cultural  Revo- 
lution. Early  1980s,  was  vice-minister  for  machine-build- 
ing, then  astronautics  industries.  Top  science  minister 
since  1984.  Faces  a  major  challenge  promoting  scientific 
development  following  crackdown  in  Tiananmen  Square. 
Wants  continuing  open-door  policy  with  the  West. 


C.  D.  TAM 

General  Manager,  Asia,  Motorola 
Semiconductors 
Influential  player  in  Asia 

Born  1944,  Guangdong,  China 

►  BS  (Honors),  University  of  Hong 
Kong.  Career  path:  22  years  at  Motor- 
ola, beginning  as  applications  engineer. 
Set  up  Motorola's  ic  design  center  in  Hong  Kong  and 
runs  chipmaking  operations  in  Asia.  Active  on  several 
Hong  Kong  government  advisory  boards,  pushing  for 
more  support  for  industrial  design  and  product  develop- 
ment, especially  in  semiconductors.  "The  fact  that  the 
government  doesn't  do  anything  to  help  this  kind  of 
technological  progress  is  wrong." 
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CHUHG  KUNMO 

Science  &  Technnlagy  Industry 
Minister,  Korea 
Chief  government  science  policymaiter 

Born;  1939,  Seoul 

►  PhD  in  physics,  Michigan  State  Uni- 
versity; postdoctoral  study  on  thermo- 
nuclear research,  Princeton  University. 
Career  path:  taught  in  various  Korean  universities  with 
stints  at  Polytechnic  Institute  of  New  York  and  Massa- 
chusetts Institute  of  Technology.  Key  role  in  developing 
Korea's  nuclear  power  industry.  Pushing  new  policies  to 
spur  high-tech  innovation,  especially  in  industry.  Believes 
product  development  and  manufacturing  in  industry  are 
key  to  competitiveness. 


LEE  KUN  HEE 

Chairman, 
Samsung  Group,  Korea 

Influential  industrial  chief 

Barn  1942,  Chunggyo-ri,  Korea 

►  MBA,  George  Washington  University. 
Career  path:  after  schooling  in  Japan 
and  U.  S.,  became  executive  director 
of  newspaper  and  broadcasting  company  in  Seoul.  Vice- 
chairman  of  Samsung  Group  in  1979.  Named  chairman  in 
1987  after  the  death  of  his  father,  Samsung  Group 
founder  Lee  Byung-Chull.  Boosted  r&d  investment  to  7% 
of  total  sales,  far  above  national  average  of  2.2%.  Pour- 
ing money  into  new  businesses— pharmaceuticals,  aero- 
space, and  electronics. 


HAIM  HARARI 

President  of  the  Weizmann  Institute  of 
Science,  Hehovot,  Israel 
Heads  top  research  center 

Born  1940,  Jerusalem 

►  PhD  in  physics,  Hebrew  University 
of  Jerusalem.  Career  path:  Joined  the 
faculty  of  the  Weizmann  Institute,  Isra- 
el's foremost  research  center,  in  1966;  named  president 
in  1988.  Headed  committee  that  allocates  government 
funds  to  higher  education.  Expert  in  high-energy  physics, 
he  believes  too  little  funding  is  going  for  basic  research. 
Pushed  for  new  large-scale  programs  in  brain  research 
and  submicron  semiconductor  research  at  the  Weiz- 
mann Institute. 


MICHAEL  G.  PITMAN 

Chief  science  adviser.  Department  of 
Industry,  Trade  &  Commerce  IDITACI 
Key  voice  on  Australia's  R&D  policy 

Born;  1933,  Bristol,  England 

►  ScD,  University  of  Cambridge.  Ca- 
reer path:  first  at  Cambridge,  then 
moved  to  Adelaide  University  and  in 
1966  to  the  Chair  of  Biology  at  the  University  of  Syd- 
ney. Joined  Commonwealth  Scientific  &  Industrial  Re- 
search Organization  (csiRO),  the  government's  R&D  arm, 
as  director  of  its  bio  institute  in  1983  and  took  present 
position  in  1988.  Plays  major  role  for  science  issues  in 
DiTAC.  Strong  commitment  to  boosting  Australia's  capa- 
bility in  science  and  technology  and  its  international  links. 


PARK  WON  HEE 

President,  Korea  Institute  of  Science  & 
Technology,  KIST 

Directs  major  research  institute 

Born  1932,  Seoul 

►  PhD  in  chemical  engineering.  Univer- 
sity of  Minnesota.  Career  path:  profes- 
sor at  Seoul  National  University.  Di-  *" 
rected  research  at  the  Korea  Advanced  Institute  of 
Science  &  Technology  for  past  10  years,  with  focus  on 
materials,  and  basic  and  applied  engineering.  As  head  of 
KIST  since  1989,  strongly  believes  industrial  applications 
should  be  developed  by  private-sector  labs,  with  public 
funds  going  to  support  research  in  basic  and  innovative 
technologies. 


YIGAL  ERLICH 

Chief  Scientist,  Industry  &  Trade 

Ministry  Israel 
Government's  top  scientist 

Born  1940,  Tel  Aviv 

►  MA  in  inorganic  chemistry  and  mba, 
Hebrew  University.  Career  path:  spent 
one  year  in  research  at  the  Soreq  Nu- 
clear Research  Center  before  joining  the  Industry  & 
Trade  Ministry's  chemistry  division,  which  he  headed 
from  1979-83.  Appointed  chief  scientist  in  1984.  Also 
heads  the  Research  &  Development  Administration.  Has 
more  than  doubled  its  funding  for  industrial  r&d  in  the 
past  five  years.  Last  year,  the  Office  of  Chief  Scientist 
allocated  $110  million  in  grants  to  Israeli  companies. 


UZIA  GALIL 

Chairman  and  CEO  of  Elron  Electronic 
Industries  Ltd.,  Israel 
Influential  industry  voice 

Born  1925,  Bucharest,  Bumania 

►  B5,  Technion-lsrael  Institute  of  Tech- 
nology; MS  in  electrical  engineering,  Pur- 
due University.  Career  path:  worked 
for  Motorola  in  the  U.  S.  Returned  in  1954  to  head  up 
the  electronic  systems  R&D  for  Israeli  Navy.  In  1957, 
joined  Technion  faculty  and  founded  Elron,  a  "backroom 
lab."  Now  Israel's  largest  high-tech  company,  with  sales 
over  $500  million.  Chairman  Technion  governors'  board 
from  1980-89.  Believes  that  high  tech  is  the  answer  to 
Israel's  economic  problems. 


JOHN  W. STGCKER 

Chief  executive.  Commonwealth  Scientific  & 
Industrial  Research  Organization  (CSIHOj 
Runs  Australia's  R&D  arm 

Born  1945,  London 

►  PhD  in  immunology.  University  of 
Melbourne.  Career  path:  member  of 
the  Basel  Institute  for  Immunology  in 
Switzerland  from  1976-78.  Joined  Hoffmann-La  Roche 
in  Basel,  became  director  of  pharmaceutical  research. 
Back  to  Australia,  1987,  as  founding  managing  director 
of  the  Australian  Medical  Research  Development  Corp. 
In  1990,  first  outsider  to  be  appointed  chief  executive  of 
the  CSIRO.  Wants  scientific  research  that  will  help  create 
new  Australian  industries  and  benefit  existing  ones. 


DESIGN  IS  TO  THE  '90s  WHAT  FINANCE  WAS  TO  THE 


'80s  and  marketing  to  the  '70s:  It  is  the  corporate 


buzzword  for  the  new  decade.  Around  the 


globe,  CEOs  are  depending  more  and  more  on 
product  designers  to  make  greater  headway  in 
the  marketplace.  That  makes  sense.  The  designer 


is  the  one  who  conceives  what  form  the  original 
product  should  take,  the  one  who  renews  an  aging  prod- 


|,    uct  line.  Without  designers,  neither  engineers  nor  marketers  can 
do  their  magic.  So  in  the  end,  it  is  the  American,  European,  or 
Japanese  designer  whose  creations  define  what  a  corporation  is — 
what  image  it  will  have  among  the  people  who  buy  its  products.  Get 
3t  for  a  journey  that  will  shatter  many  preconceived  notions:  The 


designers  of  the  '90s  are  starting  to  let  loose. 


THE  NEW  BUZZWORD  OF  THE  CORPORATE  WORLD  IN  THE  NINETIES 


Calif  oritia  Design: 
Funk  Is  In 


BRASH,  PASSIONAJI  JNEWCOMERS  ARE  TAKING  ON  AUSTERE  |UROST¥LE 


Sole  support:  A 
Pasadena  jiudent's 
see-thrtj'j'^h  shoe 
box  gets 
mileage  as  a 


'Form  follows  function."— Louis  Sullivan,  architect  of  early  skyscrapers. 
"Form  follows  emotion."  —  Hartmut  Esslinger,  founder  of  ft-ogdesign. 

A  new  high-tech,  high-touch  school  of  product  design  is  emerg- 
ing on  the  West  Coast.  Exuberant,  warm,  optimistic,  and  play- 
ful— yet  single-mindedly  competitive — the  design  school  is  a  Cali- 
sushi  blend:  part  Californian,  part  Japanese,  a  brash  expression 
of  Pacific  Rim  confidence  in  the  '90s.  Think  myth,  metaphor, 
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bumor,  and  color.  Think  easy  assembly  and  manufac- 
turability.  Think  friendly,  accessible,  and  simple. 

The  most  eye-catching  of  these  new  designs  in  the 
LJ.  S.  market  is  the  Mazda  Miata.  With  the  look  and 
feel  of  a  '50s  British  sports  car,  it  has  retro  appeal  to 
generations  of  Americans  who  dreamed  of  tooling 
ilong  the  open  road  on  a  sunny  day  with  the  top  down. 
A.nd  its  sales  success  is  inspiring  a  new  wave  of  retro 
lesigns  (page  186). 

And  not  just  for  cars.  This  design  movement  is  hav- 
ng  a  global  impact — reshaping  everything  from  con- 
sumer electronics  to  medical  equipment.  Among  prod- 
acts  expressing,  or  inspired  by,  the  California  design 
movement:  the  kinetic  Philips' 
Roller  Radio,  designed  under  Rob- 
ert Blaiche,  director  of  Philips  de- 
sign group;  Texas  Instruments 
[nc.'s  colorful  Voyager  educational 
;oy,  designed  by  Fitch  Richard- 
5onSmith;  and  Sony  Corp.'s  curvi- 
inear  appliances  in  its  My  First 
5ony  series,  designed  at  Sony's 
[].  S.  division. 

Los  Angeles  is  the  capital  of  this 
lew  aesthetic,  though  frogdesign 
ind  Lunar  Design  in  Silicon  Valley 
ire  major  players.  Most  of  the 
ivorld's  auto  makers,  and  a  grow- 
ng  number  of  U.  S.,  European,  and 
Japanese  consumer  electronics 
companies,  are  plugged  into  Cali- 
fornia design.  The  Art  Center  Col- 
ege  of  Design  in  Pasadena  has 
slayed  a  key  role,  inspiring  a  new 
generation  of  designers.  There,  the 
student  projects  show  a  decisive 
:ilt  toward  melding  function  and 
feeling  (pages  182-185). 

Mark  Jordon,  the  major  design 
ferce  behind  the  Miata,  was  edu- 
cated at  the  Art  Center  and  now 
kvorks  at  Mazda's  R&D  design  stu- 
iio  in  Irvine,  Calif.,  about  50  miles 
from  Pasadena.  He  is  the  son  of 
Charles  Jordon,  General  Motors 
oorp.'s  design  chief. 

The  California  movement  is  a  re- 
iction  against  the  Eurostyle  that 
nas  dominated  design  for  a  genera- 
Dion  with  its  no-frills,  monochrome,  geometric  look.  In 
the  '80s,  U.  S.  consumers  equated  Eurostyle  with  so- 
phistication and  quality.  Among  the  best-known  ex- 
pressions of  it  are  Braun  Inc.'s  line  of  matte  black 
razors  and  coffee  makers  by  the  renowned  Dieter 
Rams.  Ford  Motor  Co.'s  foray  into  Eurodesign,  begin- 
ning with  the  Taurus  in  1986,  proved  a  huge  success, 
[n  Japan,  too,  Eurostyle  had  an  impact.  Its  emphasis 
3n  standardization  and  uniformity  fit  right  in  with  the 
Japanese  export  drive  in  the  era  of  global  markets  and 
lluge  automated  production  runs. 

But  Euro,  with  its  roots  in  the  1920s  German  Bau- 
haus  school  of  design,  was  derived  from  the  machine 
age.  Form  indeed  followed  function.  Now,  the  advent 


A  whimsical  toaster  design 
evokes  a  feeling  light-years 
away  from  the  businesslike 
efficiency  of  a  digital 
phone-answering  machine 


of  the  electronic  age  has  given  designers  new  freedom: 
miniaturization  and  digital  electronics  have  "demater- 
ialized"  products.  A  few  computer  chips  replace  bulky 
controls.  Form  is  now  an  aim  in  itself,  opening  the  way 
for  a  new  expressiveness.  Products  can  be  "hot"  as 
well  as  "cold."  Smaller  production  runs  and  shorter 
product  cycles  have  contributed  to  this  trend  toward 
destandardizing  products — they  no  longer  have  to  be 
alike  around  the  globe. 

Italy  made  the  first  break  away  from  Eurostyle  in 
the  late  1970s  with  the  Memphis  design  school.  Led  by 
Ettore  Sottsass,  Memphis  warred  against  the  status 
quo  with  blazing  flashes  of  bright  color  and  unexpect- 
ed shapes.  Sottsass  directly  chal- 
lenged Dieter  Rams  to  a  designing 
duel,  with  the  consumer  deciding 
the  winner. 

Sottsass  lost.  His  approach  was 
all  show  and  no  technology.  It 
failed  utterly  in  the  other  major 
components  of  good  design:  quality 
and  manufacturability. 

But  the  Japanese  took  to  the 
Memphis  look.  It  reminded  them  of 
a  bygone  era,  when  America  was 
the  leader  in  making  good,  power- 
ful products,  especially  cars.  A  few 
Japanese  companies  went  retro 
and  started  manufacturing  "Fif- 
ties" products.  Sharp  Corp.,  for  ex- 
ample, used  Plumb  Design  Group 
in  New  York  to  launch  a  "Fifties 
look"  line  of  radios,  with  pastel  col- 
ors and  rounded  shapes. 

The  California  school's  emphasis 
on  expression  demands  continual 
renewal  to  retain  consumer  inter- 
est. That's  an  advantage  for  the 
Japanese,  who  have  the  world's 
shortest  product  cycles.  "The  Japa- 
nese renew  their  products  three 
times  more  often  than  U.  S.  and 
European  companies,"  notes 
Blaiche. 

American  designers  are  now 
leading  the  way  toward  a  more 
rounded  yet  practical  product  ar- 
chitecture. They  are  taking  advan- 
tage of  innovations  in  materials, 
especially  plastics,  although  that  may  be  a  problem. 
The  heavy  use  of  plastic  may  clash  with  rising  global 
concern  over  the  environment. 

The  California  and  Eurostyle  design  schools  are  now 
fighting  it  out  in  the  marketplaces  of  the  world.  In  the 
future,  consumers  will  probably  accept  both  aesthetics. 
For  products  they  want  to  seem  invisible — to  perform 
perfectly  but  inconspicuously — such  as  coffee  grinders 
or  dishwashers,  there  is  Euro.  But  for  more  expressive 
items — badges  of  identity — such  as  cars  or  watches, 
there  is  the  brash,  passionate  Cali-sushi. 

By  Bruce  Nussbaum,  with  Neil  Gross  in  Tokyo.  Flavia 
Taggiasco  in  Rome,  Stewart  Toy  in  Paris,  and  Mark  Mare- 
mont  in  London 


School  With  a  Difference 


AT  PASADENA'S  ART  CENTER  COLLEGE, 
REAL  WORLD  SKILLS  COME  FIRST 

■  #estled  in  the  hills  high  above  the  Rose  Bowl  in 
Jh  Pasadena,  Calif.,  the  mammoth  studio  is  ablaze 
mm  with  lights.  It  is  hours  after  midnight,  yet  Rob- 
ert H.  Thompson  III,  who  hasn't  slept  in  three  days,  is 
trying  to  get  the  surface  just  right  on  the  clay  model 
of  a  new  luxury  coupe  that  he  has  designed  for  Mazda 
Motor  Corp.  There's  little  time  left  before  designer  and 


Molding  a  Mazda:  Pasadena  has 


trained  about  liatf  ol  America  s  auto 


stylists 


starting  with  market  research  and  ending  with  a  for- 
mal presentation  to  management.  The  experience  pro- 
vides a  feel  for  the  real  world — the  frenzied  deadlines 
and  need  for  compromise  inherent  in  the  designer- 
client  relationship. 

In  some  cases,  corporations  conceive  and  underwrite 
student  projects,  which  can  cost  up  to  $50,000.  Compa- 
nies have  to  agree  not  to  put  these  designs  into  actual 
production,  but  they  sign  on  anyway  for  the  adventure 
involved. 

Nike  Inc.,  of  Beaverton,  Ore.  was  one  company  that 
did.  It  figured  there  had  to  be  something  better  than 

boxes  for  carting  home 
shoes.  "After  all," 
says  Mark  G.  Parker, 
Nike's  vice-president 
for  design,  "yester- 
day's cigar  boxes  are 
still  around."  So  last 
fall,  Nike  anted  up 
$25,000  and  asked  third- 
term  packaging-design 
students  to  tackle  the 
problem.  The  solutions 
ranged  from  a  form-fit- 
ting transparent  capsule 
that  doubles  as  a  retail 
display  and  carrying 
case  to  an  octagonal 
cai-ton  with  inner  mesh 
bag  for  lugging  around 
wet  surfing  footwear. 
"Not  one  traditional 
box,"  beams  Ron  Du- 


car  face  Mazda  executives,  who  have  flown  in  from 
Japan  for  the  final  presentation.  Then,  like  everything 
else  designed  at  the  studio,  the  project  will  be  junked. 

Welcome  to  Art  Center  College  of  Design,  the  little- 
known  school  that  is  America's  premier  training 
ground  for  tomorrow's  designers.  For  decades,  it  has 
trained  about  half  the  country's  car  stylists,  and  Art 
Center  graduates  have  come  to  dominate  other  fields 
as  well.  When  more  than  500  design  studios  were 
asked  to  name  outstanding  schools.  Art  Center  topped 
the  lists  in  both  industrial  and  graphic  design  by  big 
margins.  "Art  Center  has  been  doing  things  that  leave 
the  traditional  design  schools  in  the  dust,"  says  W. 
David  Wefler,  president  of  the  Chicago  design  busi- 
ness consultancy  that  bear;  his  name. 

More  than  anything  else,  the  school  has  won  its 

nutation  by  deepening  its  coiimiitment  to  industry. 

•ar  responsibility  is  to  be  out  ai^ead  of  the  market," 
David  R.  Brown,  the  college's  president.  Typical- 
ident  design  projects  mimic  those  in  industry — 


mas,  director  of  graphic  design  at  Nike. 

Nike's  enthusiasm  is  typical.  Eastman  Kodak  Co. 
got  a  dozen  wildly  imaginative  suggestions  when  it 
asked  the  young  designers  to  envisage  35mm  cameras 
that  would  be  comfortable  in  either  hand,  held  horizon- 
tally or  vertically.  NCR  Corp.  watched  them  recast  its 
automatic  teller  machines  for  an  array  of  self-service 
jobs,  from  buying  and  selling  stocks  to  dispensing 
customized  compact  disks. 

And  nearly  every  car  company  in  the  world  has 
commissioned  futuristic  designs.  Why?  "These  stu- 
dents will  be  designing  for  major  corporations  five 
years  from  now,"  says  Tsutomu  Matano,  an  Art  Cen- 
ter grad  who,  after  stints  at  General  Motors  and  BMW, 
now  heads  Mazda's  U.  S.  design  center.  "Through 
their  work  now,  we  can  see  what  they're  thinking." 

Art  Center's  strong  ties  to  business  trace  back  to 
1930.  Then,  New  York  advertising  designer  Edward  A. 
"Tink"  Adams  moved  to  Los  Angeles,  hocked  his  car, 
and  founded  an  art  school  to  teach  vocational  skills — 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


CALL  IF  YOUR  CORPORATION  HAS  MATERIAL 

AVAILABLE  FOR  DONATION. 

■2U  -  Will  take  your  donated  material  and  use  it  to 
generate  scholarships  for  needy,  deserving 
students. 

■!2U  -  Donations  could  mean  an  above  cost  tax 
deduction  -  IRS  Reg.  170(e)(3). 

MSim  -  Scholarships  are  given  in  the  donating 
corporation's  name. 

MSSu  -  Leverages  your  gift  to  help  participating 
colleges. 
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For  More  Details 
Call  708-690-0010 
Peter  Roskam 
Executive  Director 


Educational  Assistance  Ltd.su 

P  O  BOX  3021  •  GLEN  ELLYN,  ILLINOIS  60138 
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INNOVATOR 


S    ^^^^B  DESIGN 

UESIEMERS 


FROM  DULLSVILLE  TO 
DOWNRIGHT  SEXY 

Lunar  breathes  the  soul  into  SiUcon  Valley's  new  machines 


■lack-office  terminals,  test  in- 
mf  struments,  and  big-ticket  lab 
■r  equipment  don't  grab  you  by 
the  throat  and  yell:  "Buy  me."  So 
making  these  basically  boring 
products  pop  in  the  marketplace  is 
a  key  challenge  facing  industrial 
designers.  Increasingly,  the  selling 
point  isn't  function  but  something 
more  intangible — compactness, 
say,  or  maybe  overall  friendliness. 
It's  a  theme  that  Lunar  Design 
has  learned  to  play  like  a  piano. 

In  an  industry  of  giant  egos  and 
artistic  tantrums,  Lunar's  head- 
quarters in  Palo  Alto,  Calif.,  is 
strictly  low-key.  Designers  toil  in 
plain  cubicles,  and  the  model  shop 
is  a  mess.  Principals  Gerard  Fur- 
!)"rshaw,  ;-!7,  and  Jeff  Smith,  36, 
blanch  at  anything  that  makes 
ihum  sound  self-important.  "We 
(\v  design  the  way  it  seems  best  to 
us,"  fiays  Smith  simply.  Yet,  Lun- 
ar's customers  insist  that  this 


modest  approach  speaks  volumes: 
"They  are  sincerely  interested  in 
listening,"  says  Craig  T.  Pynn,  di- 
rector of  marketing  for  Boston- 
based  Teradyne's  Zehntel  Systems 
Div.,  which  makes  circuit-board 
testers.  "They  can  execute  things 
we  can't  even  articulate  well."  By 
giving  Zehntel's  product  a  molded, 
streamlined  quality  instead  of 
making  another  metal  box.  Lunar 
camouflaged  a  machine  that  Smith 
says  "looked  like  a  scar." 

Lunar  runs  with  a  pack  of  ag- 
gressive San  Francisco-area 
consultancies  such  as  frog- 
design,  ID2,  Matrix,  and  In- 
terform.  The  others  have  an  in- 
ternational flavor,  but  Lunar  is  ail- 
American.  Its  three  founders — 
Furbershaw,  Smith,  and  Robert 
Brunner — met  at  the  well-known 
Silicon  Valley  design  shop  GVO.  In 
1985,  they  formed  Lunar.  Then 
last  January,  Brunner  quit  to  run 


Furbershaw  and  Smith:  High  tech's 
low-l(ey  design  team 

industrial  design  for  Apple  Com- 
puter Inc.  That,  Furbershaw  and 
Smith  insist,  solidifies  their  deal- 
ings with  Apple,  for  which  Lunar 
is  designing  several  products. 

Lunar's  laid-back  style  may  be  a 
backlash  to  the  aggressive  ap- 
proach of  such  peers  as  frogde- 
sign's  Hartmut  Esslinger,  who  de- 
signed Apple's  Mac  and  Steve 
Jobs's  Next  computer.  Esslinger's 
style  is  strong  images  and  bright 
colors — products  with  dramatic  vi- 
sual appeal.  But  some  say  this  ap- 
proach is  falling  from  favor. 

Clients  say  Lunar  is  willing  to 
explore  what  they  want  and 
doesn't  impose  its  own  notions. 
"Lunar  gave  us  a  lot  of  choices," 
says  Elaine  J.  Heron,  vice-presi- 
dent for  marketing  at  Molecular 
Dynamics  Inc.  She  chuckles  at  the 
recollection  of  a  magazine  that 
called  Molecular's  $30,000  comput- 
ing densitometer,  used  in  chemical 
analysis,  a  "handsome  devil." 

The  one  flashy  consumer  prod- 
uct from  Lunar  that  Brunner  de- 
signed two  years  ago,  a  plastic 
periscope  for  peering  over  crowds, 
has  been  snagged  in  production 
delays.  But  stories  of  its  award- 
winning  design  attracted  at  least 
one  client:  Marvin  Maslow,  chair- 
man of  Projectavision  Inc. 

Projectavision  is  working  on 
high-definition  television.  After 
seeing  the  periscope,  Maslow  hired 
Lunar  to  design  a  shoebox-size 
jtrojector  that  consumers  could 
^^^^    someday  use  to  flash  large, 
A^Jj^    crisp  HDTV  pictures  on  their 
]^        living  room  walls.  "I  like  their 
attitude.  They  know  they're  in 
the  service  business,"  says  Mas- 
low.  If  projects  like  his  take  off. 
Lunar  could  find  its  reputation  for 
fixing  big  ugly  boxes  eclipsed  by  a 
hot  new  fame. 

By  Joan  O'C.  Hamilton  in  Palo 
Alto.  Calif. 
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HIS  SPARTAN  LOOK  IS 
THE  ESSENCE  OF  BRAUN 

For  Dieter  Rams,  design  should  be  unobtrusive  — like  a  butler' 


■  Marketing  was  going  too  far 
again.  It  wanted  to  spray 
a  M  metallic  paint  on  a  hair  dry- 
er being  developed  at  Braun  Inc., 
the  West  German  maker 
of  small  appliances.  Con- 
sumer research  had 
shown  that  a  shiny  dry- 
er would  sell  better. 
"Maybe  so,  but  it  looked 
cheap,"  said  Dieter 
Rams,  the  company's 
chief  designer.  "I  have 
stopped  it." 

Rams  is  used  to  hav- 
ing- the  last  word.  At 
Braun,  good  design  is 
king.  A  zealous  propo- 
nent of  the  idea  that 
form  follows  function, 
Rams  created  the  spare, 
clean  "Braun  look," 
which  has  "profoundly 
influenced  the  way  we 
feel  about  household 
products,"  according  to 
Peter  Gorb,  director  of 
the  London  Business 
School's  design  center. 
For  more  than  three  de- 
cades, Rams's  austere 
shavers  and  coffee  mak- 
ers have  withstood  both 
marketing  whims  and 
the  strains  of  dealing 
with  a  big  U.  S.  parent: 
Co.  bought  Braun  in  1967. 

Braun's  relations  with  its  owner 
are  unusual  for  the  design  world. 
Most  in-house  corporate  designers 
report  to  marketing  or  technical 
executives.  But  Rams,  58,  reports 
to  Braun's  chairman  and  also  en- 
joys direct  access  to  Colman  M. 
Mockler  Jr.,  Gillette's  chairman. 
The  American  company,  he  says, 
gives  him  free  rein,  no  doubt  on 
ihe  theory  that  good  design  makes 
;')od  money.  Braun's  operating 
"nfit  jumped  257'  last  year,  to 


$106  million,  while  sales  increased 
by  8%,  to  $892  million. 

Rams's  philosophy  has  been  at- 
tractinir  critics.  Marie-Laure  Jous- 


Rams  and  ra^or: 

Gillette 


He  hales  postmodern  Ihings  thai  are  merely  slylish' 

set,  design  director  at  the  Pompi- 
dou Center  in  Paris,  contends  that 
Rams  represents  a  dying  industri- 
al culture.  "Anonymous,  func- 
tional products  are  out,"  she 
says.  "Emotional  content  is 
in."  For  example,  Jousset 
loves  a  lemon  press  made  by 
Italy's  trendy  Alessi.  "It  doesn't 
squeeze  lemons  very  well,  but  it's 
fun  to  use,"  she  says. 

Such  talk  enrages  earnest,  sil- 
ver-haired Dieter  Rams.  "I'm  sor- 
ry," he  fumes,  "our  products  have 
to  do  work  every  day."  A  profes- 


sor at  the  Hamburg  Academy  of 
Fine  Arts,  Rams  says  he  is  crusad- 
ing against  "postmodern  things 
that  are  merely  stylish." 

And  what  is  good  design?  In  his 
modest  office  at  Braun  headquar- 
ters near  Frankfurt,  Rams  pulls 
out  a  list  of  10  principles.  Above 
all,  products  should  be  unobtru- 
sive— "like  a  butler."  Good  design 
is  "as  little  design  as  possible." 

It's  a  Spartan  recipe, 
inspired   by  Germany's 
Bauhaus  school,  and  it 
reflects  a  Spartan  com- 
pany. The  Braun  cachet 
could  sell  lots  more  than 
shavers  (which  account 
for  437'  of  total  sales), 
small    kitchen  appli- 
ances,    hair  dryers, 
clocks,  and  toothbrush- 
es. Yet  Braun  hasn't 
launched  a  new  line  in 
15  years.  The  world  is 
already  too  cluttered 
with  consumer  products. 
Rams  believes.  Future 
growth  will  come  from 
undertapped   markets — 
starting  with  Japan — 
plus  improvements  in 
existing  products.  Mean- 
while, Rams  and  his  five 
designers  are  getting 
more  work  from  Gil- 
lette. Its  new  Sensor  ra- 
zor bears  their  imprint — 
though  Rams  hates  the 
U.  S.  changes  to  his  de- 
sign, including  a  promi- 
nent nameplate. 
Trained  as  an  architect.  Rams 
spent  two  years  designing  U.  S. 
consulate  buildings  in  West  Ger- 
many with  Skidmore,  Owings  & 
r  .^lljk    Merrill.  But  product  design  in- 
•'Sf     terested  him  more.  His  favor- 
,\         ite  Braun  product  is  his  first: 
a  1956  record  player  that  intro- 
duced the  transparent  lid.  Connois- 
seurs  treasure   Rams's  chefs- 
d'oeuvre.  So,  trendy  or  not,  his  no- 
nonsense   designs   will   be  au 
courant  into  the  21st  century. 

By  Stewart  Toy  in  Kronberg,  West 
Germany 
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Inalk  There's  A  Hotel 
Takes  A  Personal  Interest 


^hat 
nYou. 


Exclusively/ For 
American  Exymss® 
Cardmemhers 

As  a  business  traveler,  you 
now  how  it  feels  when  a  hotel  treats 
)u  like  just  another  face  in  a  crowd. 

But  that's  not  going  to  happen 
t  an  Embassy  Suites®*  hotel.  Not  if 
)u're  an  Embassy  Suites  Diplomat 
-a  new  class  of  business  traveler 
ffered  exclusively  to  American 
xpress®  Cardmembers. 

From  your  Diplomat  applica- 
on,  we  know  more  than  just  your 
'^ai.^,       ^y^m.  We  know 
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'hat's  really 

iiportant  to  you  when  you're 
n  the  road.  Whether  it's  a  suite  with 
king-size  bed  or  a  non-smoking 
Liite,  it's  yours.*  Because 
'e're  dedicated  to 
ur  Diplomats.  And 
ommitted  to  their 
omfort  and 
atisfaction. 


As  an  Embassy  Suites  Diplomat, 
you  won't  have  to  worry  about  getting 
a  room  if  you  get  in  late.  Because 
when  you  call  1-800-EMBASSY  and 
reserve  your  suite  using  American 
Express®  Assured  Reservations,**  we 
preassign  your  preferred  suite.  And 
we  fax  you  your  written  con- 
firmation number  to  prove  it. 

You  won't  have  to  wait 
long  to  check  in,  either.  Because 
you're  preregistered  when  you 
make  your  reservation.  So  when 
you  arrive,  simply  give  us  your  Diplo- 
mat number,  sign  in,  and  go  to  your 
suite.  To  check  out,  just  drop  off  your 
key  at  the  desk.  And  you're  on  your  way 
As  a  Diplomat,  you'll  also  receive 
a  handsome  luggage  tag  that 
sets  you  apart  from  the  crowd. 
And  a  personalized  Diplomat 
card  that  gives  you  access  to  all 
the  extras  you've  come  to  expect 
h'om  the  Embassy  Suites  hotels. 
Like  a  spacious  two  room  suite. 
Complimentary  breakfast  daily 
And  a  two-hour  complimentary 
manager's  reception"^  nightly 
It's  time  you  got  the  recognition 
you  deserve.  So  apply  for  your  Diplo- 
mat card  today  Call  1-800-EMBASSY 
o9^^;CX^f"r  an  application, 
or  pick  one  up 
at  any  of  our 
almost  100  Embassy  Suites 
hotels  nationwide. 


And  remember 
Dii)lomat  mem- 
bership is  ex- 
clusively 
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nat  membership  is  exclusively  for  Amencan  Express*  Cardmembers.  *Subject  ta availability.  **Be  sure  to  ask  about  restrictions  and  cancellation  requirements  when  you  call.  +  Subject  to  state  and  local  laws. 


for  American 
Express 
Cardmembers. 
If  you  are  not 
already  an  American 
Express  Cardmembc 
please  calll-800-THE- 
CARD. 

We'd  like  to  get  to 
know  you  better. 


EMBASSY 
SUITES 

O  T  E  L 

800- EMBASSY  i), 


Mcinhcrshi// 
Has  Its  I'ririlciic's  " 


FHOST 

)n  i  leave  home  without  it ' 
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DESIGN 


FROM  BUDDHIST  PRIEST 
TO  JAPAN*S  DESIGN  GURU 

Kenji  Ekuan  has  enginEered  a  quiet  rBvalutian 


&S  enji  Ekuan  isn't  your  typical 
Mm  Buddhist  priest.  His  head 
Km  isn't  shaved,  and  he  doesn't 
wear  robes.  Instead,  he  sports 
spiffy  business  suits  and  has  of- 
fices scattered  around  Tokyo.  He 
also  happens  to  be  the  godfather 
of  Japanese  industrial  design,  and 
for  35  years  has  been  a  tireless 
proselytizer  for  the  importance  of 
design  in  Japanese  products. 

Most  of  his  peers  credit  Ekuan 
with  helping  to  create  a  bastion  of 
high-powered  Japanese  designers 
out  of  former  drones  and  copycats. 
"He  has  tirelessly  lectured  the 
government  and  Japan's  large 
companies,"  says  Kiyoshi  Saka- 
shita,  executive  director  of  Sharp 
Corp.'s  design  center.  Sakashita 
notes  that  Ekuan  has  been  a  driv- 
ing force  behind  the  Japan  Indus- 
trial Designers  Assn.  and  that  he 
co-produced  last  year's  World  De- 
sign Exposition  in  Nagoya,  which 
drew  15  million  visitors. 

The  son  of  a  priest  in  the  Jodo 
sect  of  Buddhism,  Ekuan  was 
away  at  naval  academy  at  age  16 
when  his  family's  Hiroshima  tem- 
ple was  incinerated  in  1945.  His 
father  and  sister  died.  "When  I 
got  back  to  Hiroshima,  streetcars 
were  lying  upside  down  and  every- 
thing looked  terribly  unnatural," 
Ekuan  recalls.  "I  wanted  to  make 
things  natural  again.  I  decided  the 
best  way  to  do  that  was  by  design- 
ing products  that  would  improve 
people's  lives." 

First,  though,  Ekuan  dutifully 
qualified  as  a  priest  to  carry  on 
the  family  tradition.  Then  he  en- 
rolled in  the  Tokyo  National  Uni- 
versity of  Fine  Arts  &  Music.  It 
wasn't  long  before  he  ran  across 
the  book  Never  Leave  Well 
Enough  Alone  by  American  de- 
sign guru  Raymond  Loewy.  "I 
■arned  from  Loewy-so/;  that  any- 


thing and  everything  can  be  the 
object  of  design,"  Ekuan  says.  It 
was  Loewy's  seemingly  huge  fee 
for  designing  Japan's  Peace  ciga- 


Ekuan's  compact  Tiffany  stereo  tor  Yamatia  won  a  top  award 

rette  package,  Ekuan  says,  that 
demonstrated  to  Japanese  in  the 
early  19.50s  the  value  of  design. 

Ekuan  and  six  friends  estab 
lished  Japan's  first  industrial 
design  company.  Called  GK, 
for  Group   Koike,   the  tiny 
firm  started  out  doing  "cheap 
and  attractive"  lamps  and  radios, 
Ekuan  recalls. 

GK's  first  major  client  was  Ya- 
maha Corp.,  which  sought  help  in 
designing  a  new  piano.  By  1956, 
Ekuan  had  gained  enough  atten- 
tion for  the  Ministrv  of  Interna- 


tional Trade  &  Industry  to  send 
him  to  the  U.  S.  for  further  train- 
ing. At  the  Art  Center  College  of 
Design  in  Pasadena,  Calif.,  he  be- 
came the  first  Japanese  to  study 
automotive  design  in  the  U.  S. 

Soon,  GK  was  designing  bicycles 
and  cameras,  among  other  prod- 
ucts. In  1961,  it  created  the  classic 
small  glass  bottle  in  which  Kikko- 
man  soy  sauce  is  still  sold  world- 
wide. Today,  with 
nearly  300  employees 
and  $30  million  in  reve- 
nue, GK  is  Japan's  larg- 
est design  consultancy. 
It  has  offices  in  Am- 
sterdam and  Los  Ange- 
les and  boasts  such 
U.  S.  clients  as  Tupper- 
ware  and  Carrier.  Its 
latest  triumph  is  the 
compact  Tiffany  stereo 
system  for  Yamaha. 
The  design  won  a  top 
award  last  year  from 
Nihon  Keizai  Shim- 
bun,  Japan's  leading 
business  daily. 

Although  Ekuan  left 
priestly  duties  behind 
long  ago,  he  retains  his 
license.  This  lets  him 
bestow  sacred  Bud- 
dhist afterlife  names 
on  the  recently  de- 
ceased, which  he  occa- 
sionally does.  He  also 
keeps  a  portable  altar 
in  his  office,  before 
which  he  sometimes 
prays.  This  prompts  a 
visitor  to  ask  whether  ancient  Jap- 
anese culture  influences  contempo- 
rary Japanese  design.  Indeed  it 
does,  Ekuan  affirms.  The  sim- 
plicity,  compactness,  power, 
^^If     and  elegance  of  the  Japanese 
tea  ceremony  and  flower  ar- 
rangement often  find  expres- 
sion today  in  Japanese  cars  and 
cameras.  As  Ekuan  once  dreamed, 
these  well-designed  products  have 
not  only  revived  but  enriched  a 
once-broken  nation. 

By  Robert  Neff,  mth  Neil  Gross,  in 
Tokyo 
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What  A  Concept 


Imagination  is  a  powerful 
tool.  It  overturns  precon- 
ceptions and  suggests  new 
visions.  It  is  the  magic 
that  constantly  changes 
product  design,  starting  in 
the  best  design  schools — 
such  as  Pasadena's  Art 


Center  and  Detroit's  Cran- 
brook  Academy.  That's 


where  tomorrow's  design- 
ers are  proving  that  TVs 
don't  have  to  be  boxes.  T 
first  section  of  BUSINESS 
week's  portfolio  highlight 
purely  conceptual  design 
The  second  shows  ideas 
turned  into  real  products. 


■  Take  a  look  at  what  a 
toaster  can  be.  The  lowly 
monochromatic  kitchen 
appliance  is  transformed 
by  Pasadena  student  Cau 
Mike  Ma.  25.  into  a 
colorful  morning 
companion. 


^OESIGM  PORT 
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They  astonish,  they 
dehght,  they  heal,  they 
warm,  they  work.  Well- 
designed  products  do  all 
these  things.  Many  oi  the 
follawing  products  are 


award-winners.  Others  are 
toD  new  to  have  been  in 
ccmpetitiDn.  From  cars 
tc  flutes  they  show 
what  product  design 
can  achieve. 
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■  For  less  than  $4,  the 
Gillette  Sensor  is  one  of 
the  cheapest  high-tech 
products  ever  brought  to 


market.  Don  Chaulk  led 
the  team  that  created  the 
key  design— an  innovative 
spring  system. 


■  Put  this  elegant,  easy- 
to-use  "spike"  in  the 
middle  of  a  conference 
room,  and  everyone 
can  talk  at  once.  Henry 
Dreyfuss  Associates 
designed  the  Quorum 
Microphone/Loudspeaker 
for  AT&T. 


1   £   S   1   G   N  PORTFOLIO 


■  The  Philips  Integris  C 
vascular  X-ray  Is  product 
design  at  Its  best.  The 
headphone-shaped  imaging 
<.ystem  is  easy  to  use. 
vf/hether  you're  the 
patient  or  the  doctor. 
The  X-rays  generate  a 
real-time  image  of  blood 


vessels  on  a  monitor, 
permitting  immediate 
medical  treatment  if 
necessary.  The  machine's 
friendly  shape  also 
relieves  patient  anxiety 
over  being  "entombed" 
inside  heavy  medical 
equipment. 


■  Sony's  new  Palmtop 
computer  breaks  with 
convention.  People  who 
can't  or  won't  type  their 
data  into  a  boring  old 
desktop  computer  can 
simply  write  it  on  a 


screen.  Write  very 
neatly  and  very  clearly, 
however.  Designed  for 
complex  Japanese 
characters,  the  Palmtop 
may  prove  great  for  the 
rest  of  the  world,  too. 


■  The  Yamaha  WX-1 1 
MIDI  Controller  is  not  a 
computer  but  a  brand- 
new  flute.  The  digital 
wind  synthesizer  is  a 
combination  of  high 
technology,  ancient 
instrumentation,  and 
a  touch  of  genius. 
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■  The  Cafe  Gourmet  by 
Philips  IS  as  pleasing  to  the 
eye  as  it  is  to  the  hand. 
Designed  for  the  living  or 
dining  room  as  well  as  the 
kitchen,  the  Gourmet  has 
a  detachable  cord  and  hot 
plate  that  keeps  coffee 
steaming  for  20  minutes- 
long  enough  for  a 
nice  chat. 


■  The  ultimate  in 
personalization,  the  Eddy 
lamp  can  be  shaped  to 
almost  any  configuration. 
Designed  by  Carlo  Bellmi 


THE  UNITED  STATES  STILL  LEADS  THE 
world  in  spending  on  research  and  develop- 
ment. BUSINESS  week's  latest  R&d  scoreboard 
shows  that  Corporate  America  invested  $65  billion 
in  R&D  last  year,  laying  the  foundation  for  to- 
morrow's  technologies.  And  this  year,  for 
the  first  time,  we  include  a  scorecard  of 
ten  major  consortiums  that  contribute  to 
America's  R&D  strength. 
But  rivals  overseas  are  boosting  out- 
lays, whittling  the  U.  S.  advantage. 
So  we've  also  added  a  scoreboard  of 
R&D  spending  by  200  top  foreign  com- 
panies. Their  total  outlays:  $63  billion. 


RANKING  THE  WORLD'S  BIG  SPENDERS  ON  R&D 
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Glimpsing  The  Future 
In  The  Numbers 


TODAY'S  HEFTY  R&D  OUTLAYS  MAY  BRING  TOMORROW'S  TRIUMPHS 


orporate  America  enters  the  1990s  with  the 
M  •  world's  largest  K&D  Establishment.  From 
M        IBM's  research   lab  in  Yorktown  Heights, 
N.  Y.,  and  AT&T's  Bell  Labs  in  New  Jersey,  to 
GM's  sprawling  complex  in  Warren,  Mich.,  and 
Genentech's  biotechnology  laboratories  in  South  San 
Francisco,  thousands  of  scientists  and  engineers  are  at 
work,  some  pushing  back  the  frontiers  of  basic  re- 
search,  many  more 
nurturing  new  tech- 
nologies and  develop- 
ing   products.  But 
U.  S.  corporate  R&D  is 
under  intense  pres- 
sure— from  manage- 
ments demanding  a 
stream  of  new  prod- 
ucts  and   from  the 
challenge  of  overseas 
rivals. 

At  the  same  time, 
rapid  advances  in  sci- 
ence and  technology, 
everything  from  su- 
percomputers and  su- 
perconductors to  hu- 
man genetics  and  nov- 
el materials,  have 
pushed  up  the  com- 
plexity and  costs  of 
R&D.  And  mergers  and 
acquisitions  in  the  late 
'^lOs  kicked  off  re- 
cucturings — along 
laboratory  clos- 
ind  consolida- 
tio.  t  companies  in  industries  as  diverse  as  phar- 
maceuu.  ils,  oil,  and  electronics.  Such  shocks  have 
altered  the  go-it-alone  mentality  that  once  character- 
ized c'irporate  R&D.  One  of  the  hottest  trends  now  is 
for  coin[.)anies  to  band  together  in  joint  R&D  ventures, 
or  evfej.  industrywide  consortiums. 

Bi'SiXESS  week's  annual  survey  of  R&D  spending 
tracks  these  trends,  and  their  ramifications.  In  addi- 


R&D  IN  1989 


TOTAL  INDUSTRY  SPENDING: 
CHANGE  FROM  1988: 

R&D  AS  A  PERCENT  OF  SALES: 
CHANGE  FROM  1988: 

R&D  AS  A  PERCENT  OF  PRETAX  PROFITS: 
CHANGE  FROM  1988: 


INDUSTRIES  THAT 

R&D  THE  MOST: 


1 

Publishing/Broadcasting 

31% 

1. 

Containers  &  Packaging 

0% 

2. 

Nonbank  Financial 

22 

2 

Aerospace 

2 

3. 

Office  Equipment 

17 

3, 

Paper  &  Forest  Products 

3 

4. 

Health  Care 

13 

4, 

Service  Industries 

3 

5. 

Manufacturing 

13 

5. 

Telecommunications 

3 

DATA:  STANDARD  &  P06r'S  COMPOST  AT  SERVICES  INC. 


tion  to  the  R&D  scoreboard,  which  this  year  tallies 
spending  by  894  U.  S.  companies,  we  include  a  score- 
card  of  10  leading  U.  S.  consortiums  (page  196).  And 
we  take  a  look  at  the  global  competition — with  the 
first  comprehensive  list  of  R&D  spending  by  200  top 
foreign  companies  (page  220)  and  a  ranking  of  what 
other  countries  spend  on  R&D  (table). 
The  numbers  show  worrisome  trends.  R&D  spending 

by  U.  S.  companies  in 
1989  totaled  $65.2  bil- 
lion, up  10%  from  1988 
in  current  dollars,  but 
only  5.6%  when  ad- 
justed for  inflation. 
That  compares  with 
an  11%  nominal,  6.6%p 
real  gain  registered  in 
1988,  and  it  means 
that  the  downward 
drift  in  R&D  continues. 
From  the  mid-1970s  to 
the  mid-1980s,  U.  S.  in- 
dustrial R&D  spending 
annually  surged  as 
much  as  eight  points 
ahead  of  inflation,  re- 
flecting robust  invest- 
ments in  exciting  new 
technologies.  But  in 
the  late  '80s,  as  com- 
panies reacted  to  cost 
pressures  and  a  more 
sober  business  cli- 
mate, R&D  suffered. 

Optimists  say  the 
slowdown  in  spending 
growth  isn't  necessarily  a  cause  for  alarm.  "The  econo- 
mies of  scale  and  elimination  of  duplication  and  layers 
of  management  that  occurred  earlier  in  the  1980s  may 
mean  that  R&D  is  being  done  smarter  today,"  says 
Mary  V.  Burke,  science  resource  analyst  for  the  Na- 
tional Science  Foundation  (NSF). 

Still,  the  declining  growth  in  R&D  spending  may 
leave  the  U.  S.  more  vulnerable.  BUSINESS  week's  new 


$65.2  BILLION 

+  10»/o 

3.4% 
None 

43.2% 

+  3.8  PERCENTAGE  POINTS 


INDUSTRIES  THAT 
INCREASED  R&D  THE  LEAST: 


Foreign-company  scoreboard 
shows  that  America's  overseas 
rivals  spent  more  than  $63  bil- 
lion on  R&D  last  year.  (The 
scoreboard,  developed  by  Stan- 
iard  &  Poor's  Compustat  Ser- 
vices Inc.  and  Extel  Financial 
Ltd.,  is  missing  a  handful  of 
companies  such  as  Peugeot, 
Mestle,  and  Toyota,  because 
;heir  data  weren't  available.) 
West  Germany's  Siemens  heads 
;he  list  with  $3.6  billion  in  R&D 
spending.  And  7  of  the  top  10 
Foreign  R&D  spenders  are  Japa- 
nese companies — with  Hitachi 
Ltd.  and  Matsushita  Electric  In- 
iustrial  Co.  registering  No.  2 
ind  No.  3.  Japan,  with  78  com- 
aanies  on  the  list,  represents 
Jl.5%'  of  the  total  spending — 
some  $26.3  billion.  West  Germa- 
ny follows  with  $11.4  billion, 
nearly  18%  of  the  total. 

In  the  face  of  this  global  chal- 
enge,  some  U.  S.  companies  and 
ndustries  boosted  their  R&D 
spending  sharply.  Computer  in- 
Justry  leaders  weighed  in  with 
lefty  gains:  IBM  at  18%;  Cray 
Research,  22%;  Hewlett-Pack- 
ird,  207<?.  And  U.  S.  software  companies  plowed  a  hefty 
10%  more  into  research.  Office-equipment  makers, 
ivhich  include  manufacturers  of  computer  and  commu- 
nications gear,  increased  their  spending  by  17%, 
though  that  was  down  slightly  from  an  18%  increase  in 
1988.  Biotechnology  companies,  such  as  Chiron,  Genet- 
ics Institute,  Centocor,  and  Genentech,  continue  to  lead 
in  R&D  spending  as  a  share  of  sales.  And  they  regis- 
l^ered  big  spending  gains. 

On  the  other  hand,  the  aerospace  industry  would 
seem  to  face  a  bleak  future.  Its  spending  rose  a  nomi- 


WHAT  OTHER  COUHTRIES 
SPEND  ON  R&D 


BASED  ON  THE  R&D  BUDGETS  AT  200  TOP  FOREIGN  COMPANIES 


COUNIKV 

m 

$  Mil 

%  OF 
TOTiL 

NUHBEI)  OF 
(OMPIWES 

Japan 

$26,304 

41.48% 

78 

West  Germany 

11,372 

17.93 

18 

Britain 

5,723 

9.02 

29 

France 

4,912 

7.75 

13 

The  Netherlands 

3,521 

5.55 

6 

Swrtzeriand 

3,023 

4.77 

7 

Sweden 

2,908 

4.59 

15 

Italy 

2,295 

3,62 

7 

Canada 

2,042 

3.22 

10 

Finland 

472 

0.74 

6 

Belgium 

372 

0.59 

3 

Norway 

191 

0.30 

3 

Australia 

135 

0.21 

3 

Denmark 

101 

0.16 

1 

Austria 

46 

0.07 

1 

Total 

61,417 

DATA:  GLOBAL  VANTAGE 
(STANDARD  i  POOR'S  COMPUSTAT  SERVICES:  EXTEL  FINANCIAL  LTD.) 


nal  2% — an  actual  decline  when 
adjusted  for  inflation.  The 
downward  spiral  reflects  the 
slowdown  in  defense  spending 
that  will  accelerate  as  the  U.  S. 
adjusts  the  size  of  its  military 
forces  to  accommodate  political 
shifts  in  Eastern  Europe. 

A  sweeping  change  in  public 
attitudes  and  growing  political 
and  regulatory  pressures  on  en- 
vironmental issues  are  also  re- 
shaping research  priorities.  R&D 
spending  among  oil  companies, 
for  example,  increased  a  modest 
7%.  But  research  funds  are  be- 
ing earmarked  for  the  develop- 
ment of  cleaner-burning  fuels 
and  better  production  technol- 
ogies. Just  two  years  ago,  the 
emphasis  among  auto  makers 
was  on  manufacturing  technol- 
ogies and  product  features  such 
as  antilock  brakes.  Today,  "the 
focus  for  R&D  is  shifting  very 
strongly  again  toward  the  pub- 
lic-interest areas,"  says  Gary  W. 
Dickinson,  a  group  executive  at 
General  Motors  Corp.  GM  says  8 
of  its  top  20  projects  are  in  such 
areas  as  fuel  economy,  emis- 
sions, safety,  alternative  fuels,  and  engines. 

Ford  Motor  Co.  is  spending  $97  million  in  the  next 
four  years  to  expand  and  renovate  its  Dearborn  (Mich.) 
laboratory  for  research  primarily  on  environmental 
needs.  Projects  will  include  lightweight  materials  to 
improve  fuel  efficiency,  new  approaches  for  recycling 
plastics  and  composites,  and  a  cooperative  auto  indus- 
try program  for  recycling  manufacturing  wastes. 

As  R&D  budgets  in  U.  S.  companies  become  tighter, 
one  way  to  stretch  the  money  is  through  joint  ventures 
and  consortiums.  A  recent  NSF  survey  of  83  companies 


THE  TOP  U.S.  COMPANIES  IN  1989  R&D 

The  parentheses  after  the  company  names  show  the  industry  group  in  which  the  company  appears  in 

the  Scoreboard  tables  that  start  on  page  1 97 

TOTAL  SPENDING  (MILLIONS) 

AS  A  PERCENT  OF  SALES 

IN  DOLLARS  PER  EMPLOYEE 

1.  General  Motors  (2  a) 

$5,247 

1.  Chiron  (10a) 

108.9% 

1. 

Chiron  (10a) 

$84,575 

2.  IBM  (16c) 

5,201 

2.  Genetics  Institute  (10a) 

92.6 

2. 

Centocor  (10a) 

82,460 

3.  Ford  Motor  (2a) 

3,167 

3.  Centocor  (10a) 

63.0 

3. 

Genentech  (10a) 

81,454 

4.  AT&T  (20) 

2,652 

4.  Daisy  Systems  (I6h) 

40,7 

4. 

Genetics  Institute  (10a) 

77,692 

5.  Digital  Equipment  (16c) 

1,525 

5.  Alza  (10a) 

39.6 

5. 

Bolar  Pharmaceutical  (10a) 

70,217 

6.  Du  Pont  (3) 

1,387 

6.  Genentech  (10a) 

38.0 

6. 

Chips  &  Technologies  (7d) 

67,373 

7.  General  Electric  (4) 

1,334 

7.  Amgen  (10a) 

29.5 

7. 

Daisy  Systems  (I6h) 

51,813 

8.  Hewlett-Packard  (16c) 

1,269 

8.  Continuum  (16g) 

29.1 

8. 

Alza  (10a) 

49,861 

9  Eastman  Kodak  (12) 

1,253 

9.  Phoenix  Technologies  (16g) 

28.2 

9. 

Ashton-Tate  (16g) 

48,008 

10.  United  Technologies  (1) 

957 

10.  LTX  (7c) 

26.7 

10. 

Phoenix  Technologies  (16g) 

46,431 

DATA;  STANDARD  &  POOF^'S  COMPUSTAT  SERVICES  INC. 
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found  that  those  with  decreasing  R&D  budgets  were 
more  likely  to  enter  joint  R&D  ventures.  That  may  be 
one  reason  why  the  number  of  consortiums  registered 
with  the  federal  government  under  the  1984  law  that 
permits  cooperative  R&D  ventures  has  ballooned  to  245, 
from  a  handful.  They  range  from  the  Electric  Power 
Research  Institute  (EPRI),  with  its  $380  million  budget 
dedicated  to  developing  technologies  that  help  utilities 
generate  and  deliver  electricity,  to  the  Automotive 
Emissions  Cooperative  Research  Program  established 
last  year  by  oil  producers  and  auto  makers.  It  has  a 
$15  million  first-year  budget  to  evaluate  alternative 
fuels.  Some  consortiums  fund  research  projects  in  uni- 


TEN  KEY  CONSORTIUMS 


NINE 


1990  FUNDING 

$  MILLIONS 


PURPOSE 


Automotive  Emissions  Cooperative 
Research  Program 

J15 

Evaluate  environmental  impact  of  alter- 
native fuels 

Bell  Communications  Research 
(Bellcore) 

1,100 

Compatible  technology  for  nationwide 
telecommunications 

Biotechnology  Research 
and  Development  Corp. 

5 

Core  technologies  from  research  at  the 
Agriculture  Research  Service  (ARS) 

Electric  Power  Research  Institute  (EPRI) 

380 

Technologies  for  electricity  generation, 
delivery,  and  use 

Gas  Research  Institute  (GRI) 

183 

Technologies  for  gas  supply,  delivery, 
and  use  for  oil  industry  members 

Microelectronics  &  Computer 
Technology  Corp.  (MCC) 

55* 

Computer  and  information  sciences  and 
technologies 

National  Center  for 
Manufacturing  Sciences 

NA 

Improve  U.  S.  manufacturing  processes 
and  materials 

Semiconductor  Research  Corp.  (SRC) 

34 

Generic  science  underlying  semiconduc- 
tors for  electronics  manufacturers 

Semiconductor  Manufacturing 
Technology  Initiative  (Sematech) 

200 

Technology  for  producing  integrated 
circuits 

Software  Productivity  Consortium 

17 

Software  process  engineering  innova- 
tions for  members,  mostly  software 
companies 

Texas/MCC  Center  for 
Superconductivity  (University  of  Houston) 

8 

Improve  materials  to  speed  commer- 
cialization; seven  member  companies 

NA  =  Not  Available 

'Estimate 

DATA:  BW 

versities,  while  others  do  R&D  projects  themselves. 

Even  IBM,  the  No.  2  R&D  spender,  is  deepening  its 
involvement  in  cooperative  research.  The  company  was 
a  founding  member  of  both  the  Semiconductor  Re- 
search Corp.  (SRC)  and  Sematech,  which  seek  to  develop 
advanced  computer  and  semiconductor  technologies. 
And  last  year,  IBM  joined  forces  with  AT&T,  Massachu- 
setts Institute  of  Technology,  and  MIT's  Lincoln  Lab- 
oratories in  a  consortium  to  commercialize  supercon- 
ductor devices  and  materials.  The  company  is  also 
working  with  Motorola  Inc.  to  develop  X-ray  lithogra- 
(ihy  technology,  and  with  Siemens  to  develop  64  mega- 
bit memory  chips.  And  Big  Blue  was  the  prime  mover 
behind  U.  S.  Memories,  last  year's  aborted  effort  to 
create  a  consortium  for  joint  manufacturing  of  com- 
puter memory  chips. 

Detractors  warn  that  consortiums  could  prove  to  be 
bastions  of  mediocrity,  where  research  goals  are  sub- 


ordinated to  the  lowest  common  denominator.  But 
these  "critics  are  taking  the  short  view,"  says 
Rocco  J.  Marano,  president  of  Bell  Communications 
Research  Inc.  (Bellcore),  the  research  arm  of  the  seven 
regional  Bell  holding  companies.  "It  takes  time  to  de- 
velop and  focus  what  you  want  to  do."  Sematech  mem- 
bers, for  example,  expect  to  gain  access  to  new  pro- 
cessing technologies  two  to  three  years  earlier  than 
would  otherwise  be  possible. 

It  helps  to  have  a  jump  start.  The  biggest  consor- 
tium, $1.1  billion  Bellcore,  is  one  of  the  most  success- 
ful— for  good  reason.  Its  owners  are  in  the  same  busi- 
ness and  have  a  common  objective:  to  make  sure  that 
the  domestic  telephone  network  doesn't  become  bal- 
kanized.  Bellcore  started  out  big,  with  a  large  group  of 
researchers  from  AT&T  Bell  Laboratories 
when  the  Bell  companies  were  spun  off 
from  AT&T  in  1984.  Since  then,  Bellcore 
has  pioneered  a  new  fuel  cell,  intercon- 
nect standards  for  the  phone  system, 
and  a  video  screen  technology. 

Few  other  consortiums  start  with  such 
advantages.  MCC,  Sematech,  and  the  Na- 
tional Center  for  Manufacturing  Sci- 
ences are  made  up  of  companies  in  dif- 
ferent industries,  though  some  of  these 
companies  are  competitors.  They  have 
had  to  entice  members,  hammer  out  a 
workable  organization,  and  persuade 
companies  to  commit  money  and  re- 
sources. "The  problem  is  that  consor- 
tiums and  cooperation  have  been  foreign 
to  our  way  of  thinking,"  says  Erich 
Bloch,  director  of  the  NSF. 

One  of  the  biggest  conflicts  is  between 
long-  and  short-term  goals.  "Some  com- 
panies want  an  immediate  payoff,  others 
are  more  patient,"  says  Larry  W.  Sum- 
ney,  president  of  SRC,  which  was  founded 
in  1982  to  fund  university  research  in 
semiconductors.  At  SRC,  Sumney  says, 
smaller  companies  tend  to  push  short- 
term  goals,  while  the  larger  ones  are 
more  willing  to  invest  in  long-term 
projects. 

There  is  also  the  question  of  how  to  transfer  the 
research  results  back  to  the  sponsoring  companies. 
Even  Bellcore  found  it  wasn't  enough  just  to  develop 
technology,  then  hand  it  over  to  interested  members. 
After  a  rocky  start,  each  Bell  company  has  set  up  a 
science  and  technology  center  that  has  become  a  formal 
pathway  for  technology  transfer.  That  works  more  effi- 
ciently, Marano  says. 

It's  too  soon  to  tell  whether  the  surge  in  joint  re- 
search and  new  consortiums  will  help  U.  S.  companies 
in  the  global  marketplace.  "What  you  see  in  these 
activities  is  a  new  way  of  moving  forward,  compared 
with  the  past  when  companies  were  self-sufficient," 
says  the  NSF's  Bloch.  "Consortiums  and  collaborative 
efforts  won't  solve  the  problem  of  U.  S.  competitive- 
ness by  themselves.  But  they  could  go  a  long  way." 

By  Emily  Smith,  with  James  B.  Treece  in  Detroit  and 
bureau  reports 
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GLOSSARY 


CRITERIA:  Data  are  for  the  most  recent  fiscal  year  reported  as 
of  May  1 8.  If  the  company  is  not  on  a  calendar-year  basis,  the 
lumber  of  the  month  in  which  its  fiscal  year  ends  appears  in 
jarentheses  following  the  company  name.  Companies  included  in  the 
survey  are  limited  to  those  reporting  sales  of  $35  million  or 
Tiore  and  R&D  expenses  of  at  least  $1  million  or  at  least  1  %  of 
sales. 


R&D  EXPENSES:  Dollars  spent  on  company-sponsored  research  and 
development  for  the  most  recent  fiscal  year,  as  reported  to  the 
Securities  &  Exchange  Commission  on  Form  10-K.  Excludes  R&D 
under  contract  to  others,  such  as  U.  S.  government  agencies. 
R&D  DOLLARS  PER  EMPLOYEE:  R&D  expenditures  divided  by  the 
reported  number  of  company  employees. 
PROFITS:  Pretax  income. 


DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC.  NA  =  not  available:  NM  =  not  meaningful;  NEG  =  negative  earnings;  NR  =  not  ranked 
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65231 

10 

5522.7 

6402.5 

1897808 

7 

160.6 

3.4 

150887 

-5 

43.2 

ALL-INDUSTRY  COMPOSITE 


AEROSPACE 


NDUSTRY  COMPOSITE 

3936.7 

2 

4464.4 

3341.9 

96478.1 

6 

109.4 

4.1 

3216.3 

2 

122.4 

EE!  ELECTRONICS  (9) 

3.1 

44 

4470.2 

7 

4010.1 

8 

73.0 

43 

106.3 

4.2 

1 1.1 

66 

27.6 

BOEING 

754.0 

0 

4583.6 

5 

5035.3 

4 

20276.0 

20 

123.3 

3.7 

922.0 

12 

81.8 

COLT  HOLDINGS 

24.5 

NA 

1843.2 

14 

1843.2 

14 

1516.7 

NA 

114.0 

1.6 

23.3 

NA 

105.4 

CURTISS-WRIGHT 

1.4 

-44 

689.8 

19 

1314.7 

16 

187.1 

9 

91.3 

0.8 

37.3 

17 

3.8 

GENCORP  (t1) 

36.0 

9 

2384.1 

13 

2420.5 

13 

1938.0 

2 

128.3 

1.9 

8.0 

-89 

450.0 

GENERAL  DYNAMICS 

465.1 

1 

4550.9 

6 

3306.7 

9 

10042.9 

5 

98.3 

4.6 

448.2 

1 

103.8 

XAMAN 

7.2 

-7 

1128.4 

15 

915.6 

19 

800.9 

4 

124.7 

0.9 

16.6 

-61 

43.7 

LOCKHEED 

506.0 

1 

6133.3 

2 

5558.1 

2 

9891.0 

-5 

1 19.9 

5.1 

-40.0 

NM 

NEG 

MARTIN  MARIETTA 

191.6 

-2 

2924.6 

11 

2963.9 

10 

5796.2 

1 

88.5 

3.3 

429.3 

-10 

44.6 

McDonnell  douglas 

617.0 

10 

4823.1 

3 

4948.8 

5 

14581.0 

1 

114.0 

4.2 

-120.0 

NM 

NEG 

NORTHROP 

180.3 

-12 

4397.6 

8 

5335.6 

3 

5248.4 

-9 

128.0 

3.4 

-111.5 

NM 

NEG 

PA  HOLDINGS 

17.2 

NA 

2606.1 

12 

2606.1 

12 

900.5 

NA 

136.4 

1.9 

-108.3 

NA 

NEG 

PACIFIC  SCIENTIFIC 

5.5 

-27 

3061.3 

10 

4311.7 

7 

169.6 

-6 

93.7 

3.3 

3.6 

NM 

152.6 

SEQUA 

19.0 

10 

1073.4 

16 

1 1 20.9 

17 

1959.2 

12 

110.7 

1.0 

111.5 

-8 

17.0 

SUNDSTRAND 

128.3 

1 1 

9365.0 

1 

5987.7 

1 

1595.4 

8 

116.5 

8.0 

200.7 

NM 

63.9 

TALLEV  INDUSTRIES 

3.8 

-9 

958.1 

17 

963.4 

18 

421.1 

17 

105.6 

0.9 

45,3 

144 

8.4 

THIOXOL  (6)  ' 

9.7 

1 

801.7 

18 

1802.5 

15 

1167.8 

9 

96.5 

0.8 

37.7 

-♦5 

25.7 

UNITED  TECHNOLOGIES 

956.6 

3 

4749.8 

4 

4746.3 

6 

19613.7 

9 

97.4 

4.9 

1 260.4 

8 

75.9 

WOODWARD  GOVERNOR  (9) 

10.4 

15 

3127.2 

9 

2917.5 

11 

299.8 

8 

90.4 

3.5 

41.1 

4 

25.2 

AUTOMOTIVE 


INDUSTRY  COMPOSITE 


10284.4 


6341.0 


2446.3 


300783.6 


185.5 


3.4 


15013.4  -21 


68.5 


CARS  &  TRUCKS 


GROUP  COMPOSITE 

CHRYSLER 
FORD  MOTOR 
GENERAL  MOTORS 
MACK  TRUCKS 

NAVISTAR  INTERNATIO» 
OSHKOSH  TRUCK  (9) 
PACCAR 


GROUP  COMPOSITE 

CHAMPION  PARTS 
CUMMINS  ENGINE 
DANA 
DANAHER 


9512.2 

10 

7313.2 

4518.2 

266102.8 

3 

204.6 

3.6 

13273.0 

-22 

71.7 

954.0 

11 

7823.1 

2 

6249.8 

2 

34922.0 

2 

286.4 

2.7 

552.0 

-66 

172.8 

3167.0 

8 

8637.9 

1 

7094.2 

1 

96145.8 

4 

262.2 

3.3 

6029.6 

-28 

52.5 

5247.5 

10 

6770.1 

3 

5510.9 

3 

124993.0 

3 

161.3 

4.2 

6398.3 

-5 

82.0 

27.0 

3 

3434.4 

6 

2396.6 

6 

1851.0 

-15 

235.2 

1.5  ■ 

-185.1 

NM 

NEG 

10)  91.0 

14 

6391.8 

4 

4764.3 

4 

4241.0 

-1 

297.9 

2.1 

94.0 

-65 

96.8 

7.7 

4 

4219.7 

5 

4132.6 

5 

427.2 

21 

234.1 

1.8 

20.9 

-16 

36.9 

18.0 

0 

1376.5 

7 

1478.9 

7 

3522.9 

8 

269.4 

0.5 

363.4 

36 

5.0 

EQUIPMEHT 

417.0 

1 

2334.9 

1678.5 

19598.8 

3 

109.8 

2.1 

985.2 

NM 

42.3 

1.7 

-4 

724.2 

16 

644.8 

15 

123.9 

-4 

53.1 

1.4 

^.8 

NM 

NEG 

111.9 

17 

4458.2 

1 

3758.4 

2 

3510.8 

6 

139.9 

3.2 

20.6 

NM 

543.4 

70.0 

-11 

1866.7 

9 

1439.8 

9 

5156.7 

-1 

137.5 

1.4 

246.0 

-12 

28.5 

12.0 

0 

1904.8 

8 

1266.9 

10 

756.4 

5 

120.1 

1.6 

79.1 

8 

15.2 
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COMPAMY 
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DONALDSON  (7) 

6.7 

-3 

1910.3 

7 

1999.4 

6 

397.5 

10 

114.0 

1.7 

27.7 

-7 

24.1 
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CAULC  rllnCK  inlfUjIKItj  VI  U 
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Z.J 

3 

3D. 3 

NM 
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123.3 

1 

3183.3 

3 

3143.3 

3 

3671.0 

6 

94.8 

3.4 

335.5 

-9 

36.8 

ECHLIN  (8) 

9.2 

4 

570.2 

18 

625.9 

16 

1454.5 

12 

89.8 

0.6 

62.7 

-33 

14.7 
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2.7 

23 
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1 4 

7 
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1  .u 
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7 

3A  Z 
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6.8 

2 

1707.2 

1 1 
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8 

423.9 

7 
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1.6 

41.4 

0 

16.5 

MOOG  (9) 

12.3 

-31 

3748.5 

2 

4214.1 

1 

282.3 

-5 

85.9 

4.4 

8.3 

NM 

148.2 

DAriECH 

2.9 

-16 

2257.7 

C 
J 

Z'tZ  1  .Z 

4 

113.7 

-12 

87.5 

2.6 
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NM 

50.4 

SMITH  (A.  0.) 

8.3 

-9 
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1 1 
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-4 

98.6 

0.9 

-3.6 

NM 

NEC 

SPARTON  (6) 

2.5 

5 

878.3 

14 

578.1 

17 

152.1 

-26 

52.4 

1.7 

-11.8 

NM 

NEG 

SPX 

13.4 

1 

2651.7 

4 

1877.5 

7 

632.0 

12 

125.5 

2.1 

38.0 

-13 

35.1 

STANDARD  PRODUCTS  (6) 

10.1 

60 

1419.6 

12 

993.6 

12 

558.9 

10 

78.7 

1.8 

45.9 

-13 

21.9 

SUPERIOR  INDUMRIc)  INlcRNATIONAL 

1.9 

35 

696.7 

17 

572.2 

18 

246.1 

23 

91 .2 

0.8 

25.6 

25 

7.3 

WALBRO 

3.1 

20 

1735.0 

10 

839.0 

1 3 

1  35.7 

3 

75.4 

2.3 

-0.7 

NM 

NEG 

TIRE  &  RUBBER 

GROUP  COMPOSITE 

3S5.2 

0 

2490.7 

2298.0 

15082.0 

2 

105.8 

2.4 

755.2 

-4 

47.0 

BANDAG 

9.2 

-1 

3746.4 

1 

3298.1 

1 

525.3 

7 

213.8 

1.8 

123.3 

10 

7.5 

CARLISLE 

14.1 

3 

3100.5 

2 

2515.0 

2 

553.7 

-2 

121.7 

2.5 

43.5 

52 

32.4 

rOflPFD  TIDF  £  RIIRRFI! 

LUvrCK    IIKL    ft  RUDDER 

10.3 

-8 

1 705.0 

1 701  7 

4 

866.8 

1 6 

143.5 

1.2 

92.6 

43 

1 1.1 

GOODYEAR  TIRE  &  RUBBER 

303.3 

-1 

2720.9 

2490  9 

3 

10869.3 

97.5 

2.8 

489.5 

-12 

62.0 

UNIROVAL  GOODRICH  TIRE 

18.3 

3 

1011.0 

941  9 

5 

2266.9 

3 

125.2 

0.8 

6.2 

-69 

295.2 

WTM  riirMICALS 

INDUSTRY  COMPOSITE 

4752.9 

8 

8010.9 

5435.1 

124733.3 

7 

210.2 

3.8 

14750.3 

-3 

32.2 

AIR  PRODUCTS  S  CHEMICALS  (9) 

71.4 

-1 

5064.0 

23 

4088.4 

28 

2641.8 

9 

187.4 

2.7 
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6 

22.2 
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0 
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6 

9175.6 

6 

c 
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ARCO  CHEMICAL 

52.0 

18 

14525.1 

1 

1 2952.6 

1 

2663.0 

-1 

743.9 

2.0 

599.0 

-22 

8.7 

BEIZ  LABORATORIES 

18.9 

19 

5529.5 

20 

5165.8 

20 

516.7 

15 

151.1 

3.7 

90.9 

15 

20.8 

CABOT  (9) 

34.2 

20 

6213.3 

16 

5575.8 

19 

1936.9 

16 

352.2 

1.8 

4.4 

-96 

778.3 

3.8 

23 

6578.0 

1 5 

6437.9 

1 2 

1  3 1  n 
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0 

7 

3  0 
1.7 

3.  1 

-30 

7R  fl 
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CHEMDESIGN 

1.0 

51 

4270.8 

31 

4270.8 

25 

39.6 

25 

164.8 

2.6 

10.2 

79 

10.0 

CROMPTON  S  KNOWLES 

7.7 

28 

4622.7 

27 

3487.2 

32 

355.8 

23 

212.4 

2.2 

38.6 

43 

20.1 

DETREX 

2.6 

-1 

4808.1 

26 

3740.3 

30 

104.2 

-1 

192.3 

2.5 

-0.7 

NM 

NEG 

rvEVTED 
Ut A  1  tK 

3/. 4 

1 4 

691 8,3 

14 

5635.4 

QAQ  7 

3 
3 

A  A 

p 
o 

^0.  1 

DOW  CHEMICAL 

873.0 

13 

14058.0 

3 

1 2534.5 

2 

17600.0 

6 

283.4 

5.0 

3935.0 

2 

22.2 

DU  PONT 

1 387.0 

5 

9513.9 

9 

8723.3 

7 

35099.0 

10 

240.8 

4.0 

4324.0 

14 

32.1 

ENGELHARD 

46.4 

17 

5727.3 

19 

4423.5 

23 

2403.0 

2 

296.7 

1.9 

-126.5 

NM 

NEG 

E  TUVI 

E 1  n  TL 

61.2 

1  5 

111  32.5 

7 

61 39.7 

1 5 

2431.7 

1 6 

442.1 

3  r 
Z.J 

3  33  0 

1  n 

10/3 

FERRO 

17.4 

6 

2167.4 

43 

1 569.9 

45 

1083.6 

7 

134.7 

1.6 

85.6 

-5 

20.4 

FIRST  MISSISSIPPI  (6) 

3.5 

-17 

3645.0 

33 

6328.9 

14 

433.5 

36 

447.3 

0.8 

26.1 

^5 

13.5 

FULLER  (H.  B.)  (11) 

15.5 

8 

2871.3 

38 

2565.6 

39 

753.4 

10 

139.5 

2.1 

30.3 

-16 

51.2 

AAr 
uAr 

16.1 

7 

3544.7 

34 

2906.7 

37 

1 01 0.9 

r 
J 

LLL.b 

1 .6 

1  1  .o 

01 

-7  1 

1  30.Z 

GOODRICH  (B.  F.) 

64.2 

17 

5398.6 

22 

4301.1 

24 

2419.7 

4 

203.5 

2.7 

244.2 

-2 

26.3 

GRACE  (W.  R.) 

124.8 

5 

251 1.1 

41 

2 1 80. 1 

42 

6114.6 

6 

123.0 

2.0 

385.4 

22 

32.4 

GREAT  AMERICAN  MANAGEMENT  (7) 

9.3 

75 

794.9 

46 

452.0 

46 

1637.9 

34 

140.0 

0.6 

52.2 

63 

17.8 

ADEAT   IAt(F<  rUEMirAI 

30.7 

9 

6140.8 

1 7 

7757.7 

9 

70->  3 
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1  JO.  J 

3,7 

ZU  1 .  / 

41 

GROW  GROUP  (6) 

5.1 

4 

2310.5 

42 

2266.8 

41 

412.7 

8 

187.6 

1.2 

-5.3 

NM 

NEG 

HERCULES 

78.5 

6 

3368.7 

37 

31  30.8 

34 

3091.7 

10 

132.7 

2.5 

-1 16.0 

NM 

NEG 

BIOMEDICALS  (11) 

1.5 

38 

1268.6 

45 

1674.4 

44 

61.4 

22 

53.1 

2.4 

8.4 

108 

17.5 

..    ''NATIONAL  MINERALS  «  CHEMICAL  (6) 

65.0 

0 

9420.3 

10 

5728.7 

16 

982.9 

-33 

142.5 

6.6 

131.8 

-22 

49.3 

^  INTERNATIONAL 

3.6 

13 

7555.3 

11 

6713.4 

1 1 

136.0 

8 

289.4 

2.6 

26.4 

-3 

13.4 

i..^.  .    I  (2) 

2.1 

2 

5028.2 

24 

5003.3 

21 

157.0 

0 

369.4 

1.4 

16.5 

15 

13.0 

17.3 

18 

4914.0 

25 

4095.5 

27 

456.5 

10 

130.0 

3.8 

77.8 

27 

22.2 

\m\rr.. 

69.7 

7 

13125.7 

5 
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4 

1227.9 

9 

231.4 

5.7 
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-26 

50.6 

6.3 

10 

6986.6 

13 

6396.2 

13 

143.4 

20 

160.3 

4.4 

11.1 

10 

56.4 

598.0 

4 

14177.7 

2 

1  1 294.0 

5 

8681.0 

5 

205.8 

6.9 

1015.0 

14 

58.9 
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INUAL  REPORTS 

ALLTEL  Corporation 

BP 

Eaton  Corporation 

lANCIAL  PRODUaS 

ID  SERVICES 

CIGNA  Corporation 

Iowa  Department  of 
Economic  Development 

Van  Kampen  Merritt 

Wausau  Insurance 
Companies 

ODUCTS/SERVICES 

Allen-Bradley 

CAST 

Canon  Laser  Class  Fax 
Centel  Corporation 
Conrail 

EMC  Corporation 


14.  Eastman  Kodak 
Company 

15.  Exide  Electronics 

16.  FILENET  Corporation 

17.  Intergraph  Corporation 

18.  Konica  Business 
Machines,  U.S.A.,  Inc. 

19.  Lexus 

20.  Mannesmann  Capital 
Corporation 

21.  Meridien  Hotels 

22.  Minolta  Corporation 

23.  Mobil  Oil  Corporation 

24.  NCR  Corporation 

25.  Navistar 

26.  Novell  Inc. 

27.  OKILASER400 

28.  Samsonite 

29.  Savin 

30.  Siemens  Corporation 

31.  Sun  Microsystems 

32.  Tenneco  Company,  Inc. 


33.  3M  Data  Storage 
Products  Division 

34.  Universal  Data  Systems 
(UDS) 

35.  Varco-Pruden  Metal 
Buildings 

AREA  DEVELOPMENT 

36.  Iowa  Department  of 
Economic  Development 

HIGH-TECH  INDUSTRIAL 
DEVELOPMENT 

Special  Advertising 
Section 

37.  Arizona  PubUc  Service 

38.  City  of  Calgary 

39.  Government  of 
Newfoundland  & 
Labrador 

40.  Greater  Phoenix 
Economic  Council 

41.  North  Carolina 
Department  of 
Commerce 

42.  Yellow  Freight  Systems, 
Inc. 
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R&D  SCOREBOARD 


COMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


CHANGE 

PER  EMPIOVEE 

CHANCE 
FROM 
1988 

% 

RSD 

CHANGE 

RtD 

1989 
$  Hll. 

FROM 
1988 

% 

1989 
$ 

1989 
RANK 

AV6. 
1985-89 
$ 

AVC. 
1985-89 
RANK 

1989 
$  NIL. 

PER 
EMPLOYEE 
$  THOUS. 

AS  % 

OF 
SALES 

1989 
$  MIL. 

FROM 
1988 

% 

AS  % 

OF 
PROFITS 

m 

MORTON  INTERNATIONAL  (6) 

38.1 

9 

4535.7 

28 

4505.0 

22 

1406.6 

13 

167.5 

2,7 

151.2 

-16 

25.2 

iftl  111 

NALCO  (HEMICAl 

40.6 

9 

7401.9 

12 

6874.6 

10 

1070.8 

8 

195.1 

3,8 

195.9 

17 

20.7 

IlKI )! 

NL  INDUSTRIES 

12.0 

-14 

3478.3 

35 

3621.1 

31 

1000.9 

-1 

290.1 

1.2 

278.1 

7 

4.3 

0i 

fiiimru  1 

OLIN 

66.0 

14 

4285.7 

30 

4008.6 

29 

2509O 

9 

162.9 

2,6 

1920 

27 

34.4 

lilll  1 

PETROLITE  (to) 

12.0 

-2 

6014.5 

18 

5604.0 

18 

291.4 

-3 

145.7 

4,1 

10.1 

-46 

119.6 

[Itlll  It 

QUAKER  CHEMICAL 

9.6 

5 

9776.2 

8 

8313.3 

8 

181.7 

9 

184.8 

5,3 

20,1 

4 

47.8 

llltlll-' 

QUANTUM  CHEMICAL 

44.5 

16 

4450O 

29 

3125.8 

35 

26710 

-9 

267.1 

1,7 

178.4 

-71 

24.9 

(11  lilt 

REXENE 

5.5 

8 

5405.9 

21 

4166.2 

26 

608.6 

-15 

596.7 

0,9 

540 

-75 

10.2 

mill 

ROHM  &  HAAS 

175.0 

12 

13420.2 

4 

1  1 837  8 

3 

26610 

5 

204.1 

6.6 

251.0 

-27 

69.7 

Slllilli 

SCOTTS  (9) 

4.6 

9 

2851  6 

39 

2851.6 

38 

3ZO.T- 

ZU3,  1 

1  A 

iiiiii  [II 

TRANS-RESOURCES 

3.0 

-2 

2053.1 

44 

2143.6 

43 

269.8 

14 

186.1 

1.1 

21.7 

-15 

13.7 

iiiiiTi 

UNION  CARBIDE 

181.0 

14 

3935.9 

32 

3437.5 

33 

8744.0 

5 

190.1 

2.1 

916.0 

-20 

19,8 

iiraii! 

WHITTAKER  (10) 

4.1 

3 

2562.5 

40 

2562.5 

40 

209.7 

5 

1310 

20 

6,3 

-33 

65.3 

fittiii 

WITCO 

25  1 

3 

3408.6 

36 

2977.9 

36 

1587.8 

0 

215.6 

1.6 

53,4 

-54 

470 

IliMH 

limtiiiD 

Q  CONGLOMERATES 

II 

INDUSTRY  COMPOSITE 

3448.4 

10 

3577.9 

2221.4 

147362.0 

5 

152.9 

2.3 

12204.5 

16 

28.3 

II 

mm 

AILIEO-SIONAL 

381.0 

-8 

3557.4 

4 

3309.1 

4 

119420 

0 

111.5 

3.2 

769,0 

20 

49.5 

COLT  INDUSTRIES 

24.5 

6 

1843.2 

9 

1617.2 

10 

1516.7 

0 

114.0 

1.6 

138,4 

34 

17,7 

(111 

FI6GIE  INTERNATIONAL 

16.0 

4 

940.9 

12 

902.6 

12 

1313.5 

11 

77.3 

1.2 

99.2 

4 

16,1 

lilll! 

GENERAL  ELECTRIC 

1 334.0 

16 

4568.5 

2 

3907.1 

2 

53884.0 

9 

184.5 

2.5 

5787,0 

21 

23,1 

(tIKll  1 

ITT 

553.0 

7 

4647.1 

1 

4069.5 

1 

20054.0 

4 

168.5 

2.8 

1237.0 

10 

44,7 

fillKI 

LTV 

26.6 

17 

700.0 

14 

513.8 

14 

6362.1 

-13 

167  4 

0.4 

286.7 

NM 

9,3 

[llll'lll 

PALL  (7) 

20.2 

19 

3252.1 

7 

2773.3 

5 

4970 

15 

80.2 

4.1 

84.1 

0 

24.0 

mm 

PITTWAY 

20.4 

16 

2342.8 

8 

1918.1 

8 

847.6 

7 

97.4 

2.4 

560 

-11 

36.4 

mu 

PREMARK  INTERNATIONAL 

28.7 

17 

1161.9 

1  1 

1 097.5 

1 1 

2592.4 

8 

105.0 

1.1 

142.4 

-28 

20.2 

llilHi 

ROCKWELL  INTERNATIONAL  (9) 

475.8 

11 

4376.6 

3 

3639.6 

3 

12518.1 

5 

1 1 5.1 

3.8 

1205.7 

14 

39.5 

iiiiiiif 

TELEDYNE 

69.2 

-13 

1601.9 

10 

1857.7 

9 

3531.2 

0 

81.7 

20 

231.7 

-26 

29.9 

iiiiiitii 

TEXTRON 

202.0 

20 

3482.8 

5 

2144.8 

7 

7430  5 

2 

1 28  1 

2  7 

410  3 

_5 

49.2 

!WI! 

TRW 

256.0 

14 

3446.4 

6 

2637.3 

6 

7340O 

5 

98,8 

3,5 

3990 

-5 

64.2 

USX 

41.0 

11 

764.8 

13 

711.7 

13 

175330 

11 

3270 

0,2 

13580 

37 

3.0 

Qi 

Q  CONSUMER 

PRODUCTS 

H 

INDUSUr 

INDUSTRY  COMPOSITE 

1678.0 

11 

2083.9 

2625.3 

118608.0 

22 

147.3 

1.4 

12334.2 

22 

13.6 

Ql  APPLIANCES  & 

HOME  FURNISHINGS 

rDAIIB 

«HOUP  C( 

imiiK 

GROUP  COMPOSITE 

213.8 

15 

1792.9 

1542.4 

13169.7 

22 

110.5 

1.6 

717.9 

15 

29.8 

ALLEGHENY  INTERNATIONAL  (9) 

9.0 

-17 

766.2 

7 

959.5 

6 

937.6 

-3 

79.5 

10 

^9.0 

NM 

NEG 

mm 

ARMSTRONG  WORLD  INDUSTRIES 

58.1 

2 

2268.9 

4 

2236.3 

4 

2512.5 

10 

98.1 

2.3 

240.6 

-2 

24.1 

iiiiti  It 

fUlBTtn  A 

DYNAMICS  CORP.  OF  AMERICA 

1.1 

5 

687.5 

8 

640.8 

8 

126.9 

0 

82.4 

0.8 

0.5 

-94 

200.8 

IHIIII 1 

TEDDERS 

1.7 

29 

618.6 

9 

967.8 

5 

367.6 

66 

133.2 

0.5 

35,8 

48 

4.8 

»m 

FLEXSTEEL  INDUSTRIES  (i) 

1.4 

21 

580.8 

11 

5300 

11 

172.5 

4 

70,6 

0,8 

11,2 

-22 

12.7 

tiiiiiii 

KIMBALL  INTERNATIONAL  (6) 

4.8 

6 

589.2 

10 

497.1 

13 

5950 

12 

72,4 

0,8 

56,4 

-A 

8.6 

LA-Z-BOV  CHAIR  (4) 

4.2 

2 

542.4 

13 

510.9 

12 

553.2 

14 

71.4 

0,8 

44.0 

5 

9.6 

'mm  I 

MOR-FLO  INDUSTRIES 

1.3 

-12 

802.2 

6 

856.7 

7 

212.7 

-2 

127.9 

0.6 

-13.6 

NM 

NEG 

WlllJt 

ROBESON  INDUSTRIES  (2) 

0.4 

-7 

2666.7 

2 

3 

36.4 

-14 

237.7 

1.1 

-1.3 

NM 

NEG 

lllilKlil 

SSMC 

9.9 

13 

860.9 

5 

567.7 

0 
7 

joi.o 

6 

AO  n 

1  Q 
1 .0 

7  A 

KIM 
(Nil 

liii 

STANLEY  INTERIORS 

1.9 

7 

572.5 

12 

541.3 

10 

1  59.4 

-14 

48.1 

1.2 

-1.6 

NM 

NEG 

lORO  (7) 

20.5 

2 

6697.2 

1 

6396.7 

1 

643.6 

6 

209,8 

3.2 

36.9 

33 

55.8 

Ml  liiii 

WHIRLPOOL 

99.3 

36 

2519.6 

3 

2527.4 

2 

6288.6 

42 

159.6 

1.6 

350,4 

39 

28.3 

"lllNllii 

OTHER  CONSUMER  GOODS 

Wflilili 

GffOUP  COMPOSITE 

461.1 

22 

957.0 

1138.8 

65079.5 

31 

1 35.1 

0.7 

7768.1 

28 

5.9 

iMt£iC&(^  BRANDS 

20.9 

17 

487.2 

5 

315.6 

6 

7264.7 

0 

169.3 

0,3 

1062,4 

8 

2.0 

COORS  (AiifJ'Pti) 

23.0 

1 

2169.0 

1 

2194.9 

1 

1763.9 

16 

166.4 

1,3 

25.6 

-67 

89.7 

Wllil 

NIKE  (S) 

7.3 

16 

1793.6 

3 

1626.3 

3 

1710.8 

42 

420.3 

0.4 

270,6 

63 

2.7 

IllNli  i 
'tlSlll 
"BlllilU 

PEPSICO 

91.0 

8 

342.1 

6 

386.0 

5 

15242.4 

22 

57.3 

0,6 

1350,5 

20 

6.7 

PHILIP  MORPij 

318.0 

30 

2025.5 

2 

1803.1 

2 

3901 10 

51 

248.5 

0,8 

5058.0 

36 

6.3 

SUAVE  SHOE  <9) 

0.9 

15 

729.2 

4 

905.7 

4 

86.7 

13 

66.7 

1,1 

0.9 

NM 

100.6 
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R&D  EXPENSES 


SALES 


PROFITS 


(HINGE   PER  tMPlOTEE   (hANOE  R&D  CHAKOE  RSD 

FROM                              AVG.        AVC.                        FROM  PER  AS  %  FROM  AS  % 

t989      1988       1989      1989    1985-89   1985-89  1989       1988  EMPLOYEE     OF  1989      1988  OF 

$Hll.      %           $        RANK        $         RANK  $  Hll.        %  $  THOUS.  SALES  $  MIL.       %  PROFITS 


PERSONAL  CARE 


SROUP  COMPOSITE 

1003.1 

6 

4914.2 

4070.1 

40358.8 

10 

197.7 

2.5 

3848.2 

14 

26.1 

AVON  PRODUCTS 

31.5 

9 

1109,2 

14 

948.2 

14 

3299.6 

8 

116.2 

1.0 

298.8 

33 

10.5 

BLOCK  DRUG  (3) 

11.9 

9 

3969,0 

8 

3400.1 

6 

409,4 

15 

136.5 

2.9 

52.9 

22 

22.5 

CHEMEO 

3.1 

5 

548,0 

15 

597.2 

15 

591,8 

18 

103.4 

0.5 

44.3 

19 

7.1 

CHURCH  S  DWIGHT 

7.9 

26 

7379,4 

4 

6388.6 

4 

387,6 

12 

362.3 

2.0 

17.1 

-36 

46.3 

CLOROX  (6) 

37.2 

21 

7011,5 

5 

6221.2 

5 

1356,3 

18 

255.9 

2.7 

229.7 

10 

16.2 

COLGATE-PALMOLIVE 

85.5 

17 

3548,9 

9 

2583.5 

9 

5038,8 

6 

209.1 

1.7 

447.0 

79 

19.1 

^CL  LADUKAIUKICj 

2  7 

2670  0 

2401  0 

1  1 

1215 

1215 

2  2 

-2  7 

NM 

NEG 

ECOLAB 

16.2 

12 

1238,1 

13 

1169.9 

13 

1305,6 

8 

99,7 

1.2 

13.8 

-82 

117.5 

GILLETTE 

86.4 

6 

2842,1 

10 

2489.3 

10 

3818.5 

7 

125,6 

2.3 

473.6 

6 

18.2 

HELENE  CURTIS  INDUSTRIES  (2) 

12.7 

42 

4395,2 

6 

3137.9 

7 

629.2 

29 

217,0 

2.0 

24.5 

23 

52.1 

INTERNATIONAL  FLAVORS  S  FRAGRANCES 

52.2 

5 

12388.9 

1 

10891,6 

1 

869.5 

4 

206,2 

6.0 

223.1 

7 

23.4 

NEUTROGENA  (10) 

1,3 

32 

1873.5 

12 

1734,6 

12 

203.2 

14 

302,4 

0.6 

44.6 

15 

2.8 

PROCTER  S  GAMBLE  (6) 

628.0 

2 

7949,4 

3 

7446,4 

3 

21398.0 

11 

270,9 

2,9 

1939.0 

19 

32,4 

STEPAN 

9.9 

-2 

8593,8 

2 

8600,0 

2 

346,4 

4 

300,7 

2,9 

11.7 

-13 

84,6 

TAHBRANDS 

16,5 

21 

4036,1 

7 

3042,4 

8 

583.4 

4 

142,3 

2,8 

30.9 

-77 

53,6 

Wm  CONTAINERS 

&  PACKAGING 

MDUSTRY  COMPOSITE 

91.3 

0 

898.2 

1217.1 

10404.3 

4 

102.4 

0.9 

497.3 

-16 

18.3 

BALL 

11.8 

-10 

1649.4 

5 

1853.6 

4 

1222.4 

14 

170.9 

1,0 

48.6 

1 

24.3 

BEMIS 

12.3 

-2 

1629.5 

6 

1490.1 

6 

1076.7 

1 

143.1 

1,1 

78.7 

15 

15.6 

ClARCOR  (11) 

1.4 

-6 

590.7 

10 

669.9 

10 

204.1 

5 

89.2 

0,7 

19,0 

-42 

7.1 

FODMirt 
1  UKnii.A 

3.6 

15 

1187,7 

7 

977.0 

Q 
0 

-0 

1 5/;  1 

1  30.  1 

\j.y 

3  0 

/J 

119  9 

LIQUI-BOX 

1.3 

42 

1880.6 

4 

1555.2 

5 

102.8 

14 

153.4 

1,2 

14.1 

8 

8.9 

LONCVIEW  FIBRE  (10) 

1.1 

14 

314.3 

12 

287,0 

12 

697.7 

6 

199.4 

0,2 

100,4 

-31 

1.1 

NASHUA 

7.6 

-1 

1085.3 

8 

1158,9 

7 

549,3 

0 

78.7 

1,4 

28,5 

-11 

26.6 

OWENS-ILLINOIS 

18.6 

-9 

395.7 

11 

511,2 

1 1 

3605,3 

■] 

76.7 

0,5 

-1 7,4 

NM 

NEG 

PLAYTEX  FAMILY  PRODUCTS 

5.0 

-2 

3125.0 

1 

2631.1 

1 

382,9 

10 

239,3 

1,3 

-2,4 

NM 

NEG 

SEAIRIGHT 

4,2 

14 

2772.3 

2 

2154.1 

3 

190,3 

10 

125,6 

2,2 

24,4 

18 

17.2 

SONOCO  PRODUCTS 

12.6 

12 

837.3 

9 

837.3 

1655  8 

1100 

0  8 

1 64  5 

■] 

-j  y 

WEST 

11.9 

5 

2248.7 

3 

2248.7 

2 

308.7 

8 

58,1 

3,9 

36.0 

25 

33.2 

CT  ELECTRICAL 

&  ELECTRONICS 

MDUSTRY  COMPOSITE 

6493.0 

9 

5252.3 

6343.4 

121354.1 

8 

97.5 

5.4 

9403.1 

4 

69.0 

^9  ELECTRICAL  PRODUCTS 

:roup  composite 

689.2 

7 

2351.0 

3039.0 

29549.7 

5 

102.0 

2.3 

2714.5 

9 

25.4 

ACME  ELECTRIC  (6) 

5.9 

6 

5619,9 

3 

5198.8 

3 

91.0 

10 

86,2 

6,5 

5.5 

319 

108.5 

AMERICAN  POWER  CONVERSION 

1,3 

101 

5613,3 

4 

4887.6 

4 

35.4 

104 

157,4 

3,6 

9.5 

118 

13.2 

BALDOR  ELECTRIC 

8,5 

18 

2931,0 

11 

2547.1 

10 

281.5 

16 

97,1 

3,0 

21.5 

23 

39.6 

CHARTER  POWER  SYSTEMS  (1) 

2,0 

-15 

1464,8 

19 

1541.7 

16 

150.5 

16 

109,2 

1,3 

-0.7 

NM 

NEG 

COMPUTER  PRODUCTS 

5,8 

-10 

3293,9 

7 

4024.8 

7 

119.5 

-3 

67,9 

4,8 

7.6 

NM 

76.0 

DURACEIL  HOLDINGS  (6) 

10,0 

NA 

1176,5 

20 

1176.5 

20 

1249.0 

NA 

146,9 

0,8 

-93.0 

NA 

NEG 

EMERSON  ELECTRIC  (9) 

218,1 

7 

3004,1 

9 

2681.2 

9 

7071.3 

6 

97,4 

3,1 

954.0 

11 

22.9 

FRANKLIN  ELECTRIC 

2,0 

3 

937,5 

22 

864.7 

22 

172.5 

5 

82.9 

1,1 

16.6 

-1 

11.7 

GENLYTE  GROUP 

4.4 

-5 

1113.2 

21 

1145.7 

21 

511.3 

4 

128,4 

0,9 

20.3 

6 

21.9 

INTERMAGNETICS  GENERAL  (S) 

2.5 

-15 

6408.2 

2 

7743.2 

2 

42.3 

36 

107,9 

5,9 

2.0 

105 

126.3 

INTERNATIONAL  POWER  MACHINES 

1.4 

60 

3702.4 

5 

4093.4 

6 

54.6 

11 

146,4 

2,5 

0.5 

-62 

295.7 

JOSLYN 

4.8 

66 

2285.7 

14 

1216.5 

19 

212.0 

3 

100,9 

2,3 

20.1 

-3 

23.9 

JUNO  LIGHTING  (11) 

1.8 

27 

2989.8 

10 

1596.5 

15 

76.9 

32 

131,3 

2,3 

19.9 

14 

8.8 

KOILMORGEN 

10.4 

0 

3063.5 

8 

3811.0 

8 

227.8 

-8 

67.0 

4,6 

-16.9 

NM 

NEG 

KUHLMAN 

3.1 

13 

2602.4 

12 

2171.6 

11 

165.8 

-A 

140.9 

1.8 

6.4 

NM 

47.5 

HAGNETEK  (6) 

8.9 

2 

629.0 

23 

581.1 

23 

961.6 

6 

68.0 

0.9 

34.7 

-2 

25.6 

RAYCHEM  (6) 

119.7 

42 

10454.8 

1 

7858.3 

1 

1083.0 

-1 

94.6 

11.1 

63.8 

-62 

187.7 

RELIANCE  ELECTRIC 

21.0 

11 

1615.4 

17 

1515.8 

17 

1411.0 

8 

108.5 

1.5 

80.0 

38 

26.3 

ROBBINS  S  MYERS  (8) 

2.0 

11 

1700,6 

16 

1421.6 

18 

106.1 

9 

90.0 

1,9 

4.4 

32 

45.4 

SQUARE  D 

45.8 

-4 

NA 

NR 

NA 

NR 

1630.5 

7 

NA 

2,8 

162.4 

-8 

28.2 

THOMAS  &  BETTS 

18.4 

5 

3670,0 

6 

4498.5 

5 

544.1 

6 

108.8 

3.4 

78.9 

-10 

23.3 

THOMAS  INDUSTRIES 

9.2 

22 

2477,0 

13 

2114.4 

12 

436.6 

26 

118.0 

2.1 

34.8 

18 

26.3 

WESTINGHOUSE  ELECTRIC 

181.0 

-5 

1484.1 

18 

1810.4 

14 

1 2844.0 

3 

105.3 

1.4 

1275.0 

20 

14.2 

WOODHEAD  INDUSTRIES  (9) 

1.4 

-13 

1881.1 

15 

1880.2 

13 

71.4 

0 

97.6 

1.9 

7.2 

16 

19.2 
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C  5 

X 

B  0  ¥1 

R&D 

SCOREBDARD 

COMPANY 

R&D  EXPENSES 

SALES 

PROFITS 

CHANGE 

PER 

EMPLOYEE 

CRINGE 

R&D 

CHANGE 

PSD 

1989 
$  MIL. 

FPOM 
1988 

% 

1989 
$ 

1989 
RANK 

IVG. 
1985-89 
$ 

AV6. 
1985-89 
RANK 

1989 
S  Mil. 

FPOM 
1988 

% 

PEP 
EMPLOYEE 
$  IHOUS. 

AS  % 

OF 
SALES 

1989 
$  MIL. 

FROM 
1988 

% 

AS  % 

OF 
PROFITS 

ELECTRONICS 

GROUP  COMPOSITE 

2216.9 

12 

5152.6 

4586.0 

44099.2 

8 

102.5 

5.0 

3516.5 

7 

63.0 

ADAMS-RUSSELL  (9) 

5.1 

-19 

3135.5 

25 

3435.3 

24 

133.7 

-3 

82.7 

3.8 

0.1 

-87 

8588.1 

AEL  INDUSTRIES  (2) 

2.0 

198 

1305.1 

37 

988.5 

37 

137.0 

15 

90.7 

14 

-34 

NM 

NEG 

ANDREW  (9) 

17.0 

20 

5930.7 

13 

56424 

13 

301.9 

19 

105.2 

5.6 

26.2 

21 

65.0 

AYDIN 

6.6 

-22 

3289.5 

24 

4028.3 

19 

157.5 

-7 

78.7 

4.2 

13.5 

13 

48.8 

BASE  TEN  SYSTEMS  (10) 

1.1 

-39 

2318.8 

32 

5823.1 

10 

47.3 

31 

97.9 

24 

2.7 

NM 

40.9 

C-COR  ELECTRONICS  (6) 

2.4 

39 

3440.5 

22 

40824 

18 

53.8 

47 

77.1 

4.5 

8.0 

84 

30.2 

CALIFORNIA  MICROWAVE  (6) 

2.1 

-24 

2054.9 

34 

3309.1 

25 

1254 

29 

122.9 

1.7 

7.9 

61 

26.5 

CHECKPOINT  SYSTEMS 

2.2 

-15 

3651.5 

20 

3983.5 

21 

50.8 

14 

82.7 

4.4 

6.9 

431 

32.5 

CINCINNATI  MICROWAVE 

4.1 

-9 

7447.3 

9 

6128.1 

8 

53.6 

-17 

97.5 

7.6 

-7.7 

NM 

NEG 

COMPUDYNE 

1.8 

-24 

3842.0 

19 

2876.5 

28 

47.8 

15 

1034 

3.7 

-3.8 

NM 

NEG 

CUBIC  (9) 

4.6 

-21 

1314.0 

36 

1264.7 

36 

349.4 

2 

99.8 

1.3 

26.9 

73 

17.1 

DIAGNOSTIC/RETRIEVAL  (3) 

2.9 

-9 

5227.7 

15 

5684.2 

11 

70.4 

14 

128.2 

4.1 

7.0 

3 

41.2 

DIGITAL  MICROWAVE  (3) 

5.7 

97 

17591.3 

1 

181504 

1 

66.0 

68 

204.3 

8.6 

17.7 

59 

32.1 

DYNASCAN 

1.6 

-20 

3912.0 

17 

4103.9 

17 

247.7 

16 

605.5 

0.6 

6.9 

-*3 

23.1 

EDO 

4.6 

-10 

3125.4 

26 

2650.7 

30 

149.8 

9 

102.7 

3.0 

74 

22 

614 

ELECTRO  SCIENTIFIC  INDUSTRIES  (S) 

9.3 

13 

10376.7 

2 

9088.1 

2 

83.1 

21 

92.4 

11.2 

9.3 

887 

100.2 

FIBRONICS  INTERNATIONAL 

4.0 

7 

8556.5 

5 

7913.0 

4 

49.0 

21 

1044 

8.2 

2.8 

122 

144.7  < 

GENERAL  INSTRUMENT  (2) 

46.9 

25 

2947.0 

28 

2188.5 

32 

1304.7 

13 

82.1 

3.6 

136.9 

27 

34.2 

GM  HUGHES  ELECTRONICS 

592.3 

8 

6508.8 

12 

5025.5 

15 

11169.5 

1 

122.7 

5.3 

1136.5 

0 

52.1 

HARMON  INDUSTRIES 

3.8 

-9 

4107.1 

16 

3937.0 

22 

73.3 

14 

80.1 

5.1 

1.3 

-52 

280.9 

HARRIS  (6) 

104.0 

4 

2963.0 

27 

42184 

16 

2213.6 

23 

63.1 

4.7 

167.2 

31 

62.2 

KNOCO  (2) 

1.9 

25 

2765.0 

29 

2248.1 

31 

59.1 

27 

84.7 

3.3 

4.5 

175 

43.1 

LITTON  INDUSTRIES  (7) 

129.6 

62 

2556,2 

30 

19464 

33 

5022.8 

3 

99.1 

2.6 

314.5 

8 

41.2 

LORAL  (3) 

67.1 

12 

6920.7 

10 

3996.2 

20 

1187.0 

5 

1224 

5.7 

94.9 

21 

70.7 

LOWRANCE  ELECTRONICS  (7) 

1.4 

5 

3310.0 

23 

3039.3 

27 

54.0 

28 

125.9 

2.6 

0.3 

NM 

470.2 

MOTOROLA 

784.0 

18 

7538.5 

8 

5955.5 

9 

9620.0 

17 

92.5 

8.2 

646.0 

6 

121.4 

NAPCO  SECURITY  SYSTEMS  (6) 

3.0 

22 

8061.5 

7 

5664.1 

12 

36.7 

4 

98.0 

8.2 

3.3 

-18 

90.8 

ODETICS  (3) 

4.3 

6 

8461.4 

6 

7414.8 

5 

54.8 

10 

108.6 

7.8 

1.0 

-35 

423.5 

RAYTHEON 

274.7 

1 

3539  3 

21 

3505  3 

23 

8796.1 

7 

113  4 

3.1 

757.7 

7 

36.3 

SENSORMATIC  ELECTRONICS  (5) 

3.7 

38 

2346.0 

31 

2687.4 

29 

150.9 

23 

95.3 

2.5 

21.1 

-4 

17.6 

STANFORD  TELECOMMUNICATIONS  (3) 

6.8 

12 

8664.5 

4 

8838.8 

3 

85.7 

50 

109.3 

7.9 

4.5 

295 

150.8 

TECH-SYM 

3.6 

13 

2193.6 

33 

1267.0 

35 

119.0 

-1 

72.0 

3.0 

9.9 

-4 

36.6 

TEXSCAN  (4) 

3.5 

15 

3858.9 

18 

31604 

26 

48.5 

22 

53.9 

7.2 

0.4 

-86 

778.7 

UNITED  INDUSTRIAL 

4.7 

-33 

1375.3 

35 

1298.9 

34 

280.8 

-11 

82.6 

1.7 

1 1.9 

-53 

39.3 

VARIAN  ASSOCIATES  (9) 

83.1 

4 

6865.4 

1 1 

6586.1 

7 

1343.6 

1  J 

1 1 1 .0 

6.2 

Kr\  Q 
jV.o 

1  / 

163.4 

VICON  INDUSTRIES  (9) 

3.0 

26 

D 

D/Z  1.0 

6 

44.3 

1 

1 

1 44.4 

6.9 

MM 

NEG 

WATKINS-JOHNSON 

18.5 

1 

JO  jz.Z 

1 4 

14 

310.7 

0 

70.3 

6.0 

ZO.  J 

Q 

-0 

65.3 

03  INSTRUMENTS 

GROUP  COMPOSITE 

1431.8 

2 

5479.0 

6925.9 

24645.3 

10 

94.3 

5.8 

1S01.2 

16 

94.9 

AMEIEX 

17.6 

2 

2983.1 

48 

3181.7 

44 

587.8 

13 

99.6 

3.0 

60.7 

9 

29.0 

ANALOGIC  (7) 

17.4 

-2 

13617.3 

8 

11450.1 

8 

132.8 

10 

104.1 

13.1 

21.3 

NM 

81.4 

APPLIED  BIOSYSIEMS  (6) 

18.6 

18 

14438.6 

5 

163104 

2 

158.8 

18 

123.5 

11.7 

31.7 

1 

58.7 

AUTOCLAVE  ENGINEERS  (S) 

2.3 

32 

3474.8 

45 

2662.2 

47 

76.4 

17 

116.6 

3.0 

7.5 

17 

30.5 

BADGER  METER 

3.2 

4 

3652.2 

44 

3318.6 

42 

72.3 

2 

82.7 

44 

3.8 

13 

84.0 

BECKMAN  INSTRUMENTS 

70.3 

14 

9652.6 

15 

8571.3 

17 

785.9 

2 

107.9 

8.9 

72.3 

-J 

97.2 

810'RAD  LABORATORIES 

19.5 

35 

9265.2 

19 

8091.9 

19 

236.3 

19 

112.5 

8.2 

15.9 

4 

122.7 

B01».'MAR  INSTRUMENT  (9) 

1.1 

33 

1753.1 

50 

1132.1 

54 

42.1 

6 

65.0 

2.7 

-2.9 

NM 

NEG 

i        fOHtRENT  (9) 

21.3 

8 

12781.2 

10 

1  1337.7 

10 

201.6 

7 

121.2 

10.5 

184 

618 

115.6 

I        DANIEL  INDUSTRIES  (9) 

2.1 

-30 

1251.5 

54 

22894 

50 

170.2 

16 

103.1 

1.2 

9.6 

NM 

21.6 

SiTA  I'O 

8.7 

4 

18277.9 

3 

16229.1 

3 

60.6 

-7 

127.5 

14.3 

2.6 

-60 

332.3 

omu  (6) 

6.5 

21 

12139.1 

12 

10409.8 

12 

75.5 

8 

141.9 

8.6 

20.3 

6 

31.8 

5.4 

6 

3689.7 

43 

3343.0 

41 

97.6 

6 

66.2 

5.6 

6.9 

17 

78.7 

K;.Uf)£  (10) 

17.4 

8 

3754.6 

42 

43074 

37 

284.2 

0 

614 

6.1 

13.7 

-A 

126.7 

14.0 

16 

1  3851.2 

6 

9984.6 

1 4 

1 18.8 

-9 

117.8 

1 1.8 

-4.2 

NM 

NEG 

Fiv.       li  PORTER 

10.6 

3 

3959.3 

41 

3371.1 

40 

225.3 

8 

84.2 

4.7 

9.7 

NM 

109.3 

FLUf,     W.t()  MFG.  (9) 

20.6 

-12 

8571.3 

20 

9134.1 

15 

247.7 

10 

103.2 

8.3 

36.2 

103 

56.9 

36.0 

-3 

5420.3 

32 

5942.5 

24 

597.8 

11 

89.9 

6.0 

1.6 

-90 

2274.1 

04)—  ^  
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3.6 

57 

6765.7 

27 

3721.4 

39 

37.6 

8 

71.7 

9.4 

Z.o 

NM 

GFtHAN  SCIENCES  (7) 

4.7 

20 

5300.2 

33 

4649.6 

35 

71.3 

15 

80.4 

6.6 

3.1 

44 

151.9 

GFNFRAL  SIGNAL 

111.1 

-4 

5735.3 

31 

5334.3 

30 

1918.3 

9 

99.0 

5.8 

106.5 

102 

104.4 

GENRAD 

27.7 

-10 

1481 1.1 

4 

14894 1 

4 

188.9 

-8 

101.1 

14.7 

-5.7 

NM 

NEG 

HiCH  (4) 

3.5 

1 8 

5175.0 

36 

4385.5 

36 

55.9 

1 7 

82.1 

6.3 

7.4 

37 

^  1 .1 

HFNIFY  GROUP 

39.2 

28 

3438.6 

46 

3062.7 

46 

1 566.0 

61 

1  37.4 

2.5 

-178.0 

NM 

NEG 

HONEYWELL 

308.4 

-5 

4245.2 

39 

4001.0 

38 

6058.6 

3 

83.4 

5.1 

675.9 

NM 

45.6 

HURCO  (101 

3.3 

45 

591 5.5 

30 

5480.5 

29 

89.6 

32 

161.1 

3.7 

8.7 

69 

38.0 

■  CD    C  VC  1  cue    1  i.\ 

3.7 

1 5 

5251.4 

35 

4660.4 

34 

48.8 

28 

68.5 

7.7 

1 0.4 

1 7 

36.1 

13.5 

44 

1 537.3 

52 

1 576.0 

52 

851 .4 

24 

96.7 

1.6 

57.1 

23 

23.7 

INSTRON 

7.2 

-8 

6902.9 

25 

6420.4 

23 

1114 

0 

107.1 

6.4 

5.3 

24 

1 34.4 

lOHNSON  CONTROLS  (9) 

63.0 

17 

1478.9 

53 

1 539.2 

53 

3683.6 

19 

86.5 

1.7 

178.9 

^ 

35.2 

l\-IKUN  INItKNA  1  lUNAL 

3.2 

9 

6772.1 

26 

5731.6 

28 

57.4 

4 

1 21 .0 

5.6 

3.8 

-34 

84.8 

KFITHIFY  INWRUMENTS  (9) 

10.2 

45 

1 3807.3 

7 

1 1804.1 

7 

88.7 

23 

1 1 9.6 

1 1.5 

7.3 

-1 1 

140.1 

KETEI>IA  (2) 

6.9 

_4 

3285.7 

47 

3285.7 

43 

204.8 

8 

97.5 

34 

0.0 

NM 

NM 

KLA  INSTRUMENTS  (6) 

21.5 

87 

21701.3 

2 

14707.5 

5 

165.5 

47 

167.0 

1  3.0 

18.0 

29 

1 19.7 

■TV  IT\ 

LI  A   \t  1 

37.8 

20 

34996.3 

1 

Z300U.U 

1 

1 41 .8 

-19 

131.3 

26.7 

-33.0 

NM 

NEG 

MEASUREX  (11) 

21.7 

1 3 

7828.5 

22 

6709.2 

22 

285.3 

8 

103.0 

7.6 

50.9 

4 

MECHANICAL  TECHNOIOGV  (9) 

3.3 

147 

4691.3 

37 

2342.2 

49 

73.2 

-1 

104.1 

4.5 

-5.8 

NM 

NEG 

MILLIPORE 

55.0 

17 

9378.3 

18 

7496.9 

20 

657.5 

6 

112.1 

8.4 

67.4 

-7 

81.7 

kill  Tnu  DflV 

niLEUN  KUi 

7.5 

-17 

7326.5 

24 

5905.3 

25 

1 25.4 

-1 1 

121.9 

6.0 

1 4.4 

59 

52.4 

MOORE  PRODUCTS 

7.5 

10 

5983.3 

29 

5745.2 

27 

104.4 

19 

82.8 

7.2 

7.9 

9 

95.8 

MIS  SYSTEMS  (9) 

9.0 

48 

6492.8 

28 

5104.1 

31 

152.6 

18 

1 10.3 

5.9 

1 5.6 

26 

57.7 

NEW  BRUNSWICK  SCIENTIFIC 

0.8 

-4A 

1 590.2 

51 

3098.1 

45 

37.2 

-1 

72.9 

2.2 

0.4 

-82 

184.7 

3.9 

5 

9541 .5 

1 6 

1 1 073.2 

1 1 

57.3 

7 

1 39.8 

6.8 

10.6 

-7 

37.0 

KICOIET  INSTRUMENT  (3) 

12.7 

-7 

1 2474.9 

1 1 

9999.2 

1 3 

133.8 

-7 

1 31.8 

9.5 

-7.4 

NM 

NEG 

OAK  INDUSTRIES 

1.3 

-31 

422.2 

55 

1 1 30.9 

55 

160.2 

-2 

54.0 

0.8 

-18.5 

NM 

NEG 

OPTICAL  COATING  LABORATORY  (10) 

4.4 

1 5 

3997.3 

40 

5806.5 

26 

86.5 

7 

78.2 

5.1 

6.7 

-8 

65.7 

PERKIN-EIMER  (7) 

61.6 

10 

9397.6 

17 

8378.6 

18 

784.3 

15 

119.7 

7.8 

72.7 

37 

84.7 

RELIABILITY 

2.9 

27 

4472.9 

38 

4788.7 

33 

38.1 

-9 

59.0 

7.6 

0.4 

-80 

719.5 

RELM  COMMUNICATIONS  (6) 

3.4 

-30 

10160.7 

14 

4846.9 

32 

56.2 

-18 

167.1 

6.1 

-0.4 

NM 

NEG 

SUN  ELECTRIC 

5.2 

_3 

2223  5 

49 

2282  5 

51 

1 84  4 

_3 

79  3 

2  8 

-2  8 

NM 

NEG 

TCI  INTERNATIONAL  (9) 

2.6 

41 

5273.5 

34 

2577.4 

48 

68.1 

9 

139.0 

3.8 

2.5 

-63 

102.9 

TEKTRONIX  (5) 

189.2 

-12 

12042.8 

13 

11345.7 

9 

1433.0 

2 

91.2 

13.2 

57.3 

268 

330.0 

TERADYNE 

63.7 

3 

13551.3 

9 

12487.0 

6 

483.6 

5 

102.9 

13.2 

13.9 

NM 

457.8 

THERMO  INSTRUMENT  SYSTEMS 

7.7 

19 

7722.2 

23 

6787.9 

21 

128.1 

26 

128.5 

6.0 

20.8 

38 

36.9 

WAVETEK  (9) 

7.6 

-25 

8430.3 

21 

8719.9 

16 

85.2 

1 

94.2 

8.9 

1.4 

NM 

562.4 

n^H  crMirnMiiifrTniii: 

jROUP  COMPOSITE 

2155.1 

10 

8217.6 

8507.6 

23060.0 

9 

87.9 

9.3 

1670.8 

-9 

129.0 

AuvAnicu  niiKU  ucviit^ 

201.8 

-3 

1 5434.8 

1 1 

141oV.U 

1 1 

1 104.6 

-2 

84.5 

18.3 

49.9 

1 58 

404.7 

ALPHA  INDUSTRIES  (3) 

3.1 

-3 

2998.1 

32 

4595.4 

27 

65.5 

5 

63.9 

4.7 

0.3 

NM 

948.5 

ALTERA 

9.4 

67 

33204.2 

3 

29979.8 

2 

58.9 

56 

207.3 

16.0 

15.4 

88 

61.4 

AMP 

253.0 

5 

10368.9 

19 

1 8 

2796.6 

5 

1 14.6 

9.0 

455.3 

-14 

55.6 

ANALUU  L>tVllE3  UUJ 

68.9 

14 

1  3222.7 

1 3 

10472.0 

1 7 

453.4 

3 

87.0 

1  5.2 

36.4 

-30 

189.6 

AUGAT 

10.9 

-17 

3758.6 

30 

41 24  3 

30 

306.6 

105.7 

3.6 

21  8 

NM 

500 

AVANTEK 

18.2 

_9 

7417.6 

22 

7699  6 

20 

1  58.8 

29 

64.9 

1 1 .4 

-30  0 

NM 

NEG 

AVX 

12.0 

9 

1  395.3 

41 

1 238  7 

43 

41 2.5 

1 

48.0 

2.9 

200 

-55 

59  9 

miDD  DDnu/ii 
DUKK-bKUnN 

18.0 

23 

11657.8 

16 

8547.6 

1 9 

1 69.5 

-4 

109.8 

10.6 

1 5.4 

-24 

1 16.7 

(HIPS  S  TECHNOLOGIES  (6) 

33.6 

79 

67373.4 

1 

55732.9 

1 

217.6 

54 

437.0 

1 5.4 

51.7 

44 

64.9 

CIS 

3.6 

-1 8 

614  1 

48 

929  9 

46 

262.0 

_5 

44  2 

1  4 

1 7  4 

NM 

21  0 

CYPRESS  SEMICONDUCTOR 

47.6 

41 

34296.8 

2 

24770.3 

3 

199.3 

43 

143.6 

23.9 

46.6 

46 

102  1 

UALLA)  >cnllUNLiUllUK 

1 3.0 

41 

22027.2 

6 

20802.3 

4 

82.2 

42 

1  39.8 

1 5.8 

14.8 

32 

87.3 

DATA  DESIGN  LABORATORIES  (6) 

1.8 

58 

1403  1 

40 

1019  9 

45 

108  3 

_4 

83  3 

1  7 

-14  6 

NM 

NEG 

DH  TECHNOLOGY 

2.3 

56 

4033  9 

29 

3435  3 

32 

42  1 

43 

75  1 

5  4 

8  5 

116 

26  5 

ELECTROMAGNETIC  SCIENCES 

4.1 

_2 

5850  0 

26 

4065  6 

31 

55.6 

-17 

79  4 

7  4 

2  9 

-75 

139  9 

ELECTRONIC  ASSOCIATES  < 

0.6 

-21 

1384.8 

42 

2385.2 

39 

44.7 

5 

102.9 

1.3 

1.2 

318 

52.1 

EXAR  (3) 

6.5 

-11 

11384.6 

17 

11785.0 

15 

75.3 

25 

131.6 

8.7 

6.6 

NM 

98.3 

INTEGRATED  DEVICE  TECHNOLOGIES  (3) 

30.8 

64 

16419.1 

10 

15316.3 

10 

180.7 

49 

96.2 

17.1 

29.9 

66 

103.1 

INTEL 

365.1 

15 

16595.6 

9 

1 3427.0 

12 

3126.8 

9 

142.1 

11.7 

583.0 

-7 

62.6 

INTL.  MICROELECTRONIC  PRODUCTS  (3) 

9.3 

15 

20230.9 

7 

15634.8 

9 

52.5 

7 

114.5 

17.7 

0.2 

-97 

5494.7 

INTERNATIONAL  RECTIFIER  (6) 

7.2 

-7 

2978.1 

33 

3377.5 

33 

195.2 

9 

80.6 

3.7 

-12.1 

NM 

NEG 

LINEAR  TECHNOLOGY  (6) 

6.1 

27 

11379.4 

18 

11116.4 

16 

64.7 

26 

121.0 

9.4 

14.6 

29 

41.7 

LPL  TECHNOLOGIES 

16.8 

1 

2285.0 

38 

1904.7 

41 

630.5 

8 

85.9 

2.7 

47.1 

187 

35.6 

LSI  LOGIC 

52.5 

42 

14154.6 

12 

12065.2 

14 

546.9 

44 

147.6 

9.6 

-34.9 

NM 

NEG 

205 


BUSINESS     WEEK       I      INNOVATION  1990 


STATISTICS 


CaMPANY 


R&D  SCOREBOARD 


R&D  EXPENSES 


SALES 


PROFITS 


CHANGE 

PER  EHPLOVEE 

CHANGE 

R&D 

CHANCE 

RSD 

1989 
$  Hll. 

FROM 
1988 

% 

1989 
$ 

1989 
RANK 

AVC. 
1985-89 
$ 

AVC. 
1985-89 
RANK 

1989 
$  MIL. 

FROM 
1988 

% 

PER 
EMPLOYEE 
$  THOUS. 

AS  % 

OF 
SALES 

1989 
$  NIL. 

FROM 
1988 

% 

AS  % 

OF 
PROFITS 

llltl 

Nllll 

MAXIM  INTEGRATED  PRODUCTS  (6) 

6.4 

40 

22383.8 

5 

19332.2 

6 

42.1 

49 

148.1 

15.1 

8.6 

97 

73.8 

mill  III 

MEIHODE  ELECTRONICS  (4) 

6.6 

7 

3402.6 

31 

2992.2 

34 

122.2 

8 

63.5 

5.4 

3.6 

-57 

183.7 

Willi 

lUlllllt 

llllllll ' 

MICRON  lECHNOLOCy  (8) 

21.4 

130 

6908.7 

23 

5289.6 

24 

446.4 

49 

144.0 

4.8 

165.8 

40 

12.9 

MICROSEMI  (9) 

2.8 

21 

1260.0 

45 

755.8 

47 

103.5 

24 

47.2 

2.7 

-13.0 

NM 

MEG 

tniTAk  [1 

MOLEX  (6) 

29.9 

12 

4765.6 

27 

4284.8 

29 

571.9 

14 

91.2 

5.2 

104.7 

-1 

28.6 

Illlll  1' 

NATIONAL  MICRONETICS  (6) 

3.1 

34 

4447.1 

28 

4342.8 

28 

41.9 

8 

59.9 

7.4 

1.0 

15 

300  2 

NATIONAL  SEMICONDUCTOR  (S) 

264.8 

13 

8223.6 

21 

7177.6 

21 

1 647.9 

15 

51.2 

16.1 

-198.5 

NM 

NEG 

OPTEK  TECHNOLOGV  (tO) 

0.7 

41 

374.0 

49 

326.5 

49 

57.6 

100 

28.8 

1.3 

1.5 

13 

48.3 

i 

ORBIT  INSTRUMENT  (6) 

1.5 

NM 

2222.2 

39 

2900.6 

35 

50.7 

34 

75.1 

3.0 

-0.1 

NM 

NEG 

CSOUPC 

ROBINSON  NUGENT  (6) 

1.3 

-7 

2600.0 

36 

2868.0 

37 

53.1 

1 

106.3 

2.4 

2.4 

-27 

55.3 

laiHt 

ROGERS 

8.3 

-6 

2647.5 

35 

2897.4 

36 

174.9 

8 

55.5 

4.8 

2.2 

54 

373.9 

HIM 

SEED  TECHNOLOGY  (9) 

9.9 

12 

17992.7 

8 

18014.1 

7 

55.1 

-10 

100.0 

18.0 

1.2 

-87 

840.9 

(!l  litis 

SHELDAHL  (8) 

1.8 

13 

1275.1 

44 

1072.4 

44 

86.6 

3 

61.5 

2.1 

-2.8 

NM 

NEG 

(!SMI  • 

SILICON  GENERAL  (6) 

1.3 

-13 

2456.4 

37 

4842.3 

25 

35.8 

24 

66.4 

3.7 

1.5 

NM 

88.0 

ltll!!t 
IllillW 

SIIICONIX 

18.9 

4 

8608.5 

20 

6823.1 

22 

122.5 

-5 

55.7 

15.5 

-29.4 

NM 

NEG 

SOLECTRON  (8) 

1.1 

34 

740.0 

46 

740.0 

48 

129.8 

39 

83.7 

0.9 

7.6 

53 

15.1 

StMKii 

SOLITRON  DEVICES  (2) 

2.4 

-8 

2713.6 

34 

2080.7 

40 

36.3 

-5 

40.9 

6.6 

-10.0 

NM 

NEG 

mm  III 

5  9 

-35 

1 329  7 

43 

2386.5 

38 

344  2 

-11 

77  6 

1  7 

-75  4 

NM 

NEG 

UKIII 
lllllilF 
II!I!II 

STANDARD  MICROSYSTEMS  (2) 

12.9 

-6 

25833.3 

4 

20518.9 

5 

71.6 

21 

143.8 

18.0 

-9.0 

NM 

NEG 

IFXIS  IHSIBIIMFNT^ 

506  0 

2 

6851  4 

24 

5856.7 

23 

6521.9 

1 

88.3 

7.8 

354.8 

-31 

142.6 

UNITRODE  (1) 

9.0 

-2 

5876.6 

25 

4682.9 

26 

138.8 

-15 

90.6 

6.5 

-21.4 

NM 

NEG 

VISHAY  INTERTECHNOLOGY 

6.6 

111 

737.3 

47 

1279.9 

42 

415.6 

281 

46.2 

1.6 

26.4 

23 

25.1 

tn 

VLSI  TECHNOLOGY 

23.3 

10 

11720.3 

15 

12571.7 

13 

288.5 

30 

145.1 

8.1 

1.2 

-87 

1911.4 

ly 

XICOR 

13.1 

22 

12808.2 

14 

16140.8 

8 

90.2 

0 

88.2 

14.5 

0.6 

-96 

2284.5 

H0UST11 

Q  FOOD 

INDUSTRY  COMPOSITE 

459.5 

8 

1149.3 

1876.0 

65423.1 

10 

164.0 

0.7 

3950.5 

-16 

11.6 

AGWAY  (6) 

2.4 

2 

131.5 

20 

193.1 

20 

3232.1 

12 

175.7 

0.1 

34.7 

-18 

7.0 

a.ui 

AMERICAN  CRYSTAL  SUGAR  (8) 

4.0 

9 

NA 

NR 

NA 

NR 

424.2 

-13 

NA 

1.0 

5.6 

-60 

72.7 

Illlltll 

AMERICAN  MAI2E-PR0DUCIS 

2.8 

12 

1330.1 

8 

872.1 

10 

504.8 

15 

241.9 

0.6 

42.8 

64 

6.5 

ARCHER  DANIELS  MIDLAND  (6) 

6.5 

10 

636.4 

13 

589.7 

15 

7928.8 

17 

776.3 

0.1 

667.7 

17 

1.0 

imtidi 

BEATRICE  (2) 

16.0 

7 

975.6 

11 

764.2 

11 

4066.0 

4 

247.9 

0.4 

66.0 

NM 

24.2 

IKi  J 

BORDEN 

25.1 

-6 

540.4 

16 

633.0 

13 

7593.4 

5 

163.3 

0.3 

2.5 

NM 

986.3 

III!  11! 

CAMPBELL  SOUP  (7) 

47.7 

2 

861.2 

12 

882.0 

9 

5672.1 

17 

102.4 

0.8 

111.8 

-72 

42.7 

SItlllll 

DEKALB  GENETICS  (8) 

29.4 

5 

13130.9 

2 

12138.4 

1 

255.3 

11 

114.0 

11.5 

29.1 

51 

101.0 

win 

FARMLAND  INDUSTRIES  (8) 

1.8 

56 

293.5 

18 

332.5 

18 

2975.2 

6 

472.3 

0.1 

110.5 

111 

1.7 

Klllli-H 

GENERAL  MILLS  (5) 

41.2 

4 

491.4 

17 

581.3 

16 

5620.6 

13 

67.0 

0.7 

517.5 

10 

8.0 

illi'l 

mm 

GOLDEN  VALLEY  MICROWAVE 

2.3 

142 

2492.3 

3 

1961.0 

4 

171.9 

22 

188.9 

1.3 

26.8 

6 

8.5 

HERSHEV  FOODS 

16.1 

3 

1363.9 

7 

698.4 

12 

2421.0 

12 

205.2 

0.7 

289.9 

23 

5.6 

IWIK 

HORMEL  (GEO.  A.)  (10) 

4.4 

12 

545.0 

15 

590.5 

14 

2340.5 

2 

292.6 

0.2 

110.8 

16 

3.9 

iilllSil 

INTERNATIONAL  MULTIFOODS  (2) 

1.5 

15 

166.4 

19 

235  9 

19 

1 874.4 

10 

207.9 

0.1 

64.1 

11 

2.3 

)!ifiii: 

K  F 1  1  n  fi  A 

I 

2484.4 

4 

2264.8 

Zt 

/lA'^l  7 

T-O  J  1  ,  / 

667  0 

-14 

6  4 

WW  '■}, 
'Miil  11 

Mccormick  (id 

8.1 

13 

1069.9 

10 

962  7 

8 

1246.1 

2 

165.0 

0.6 

82.0 

29 

9.9 

PIONEER  HI-BRED  INTERNATIONAL  (8) 

65.7 

23 

17068.6 

1 

11669.7 

2 

867.3 

14 

225.3 

7.6 

139.5 

2 

47.1 

iiiini;« 

QUAKER  OATS  (6) 

61.2 

12 

1930.6 

1493.4 

6 

5724.2 

7 

180.6 

1.1 

328.7 

-21 

18.6 

fililK! 

RAISION  PIIDINA  (Q) 

67  5 

3 

1 200  7 

9 

985.6 

7 

6658.3 

1 3 

1 18.4 

1.0 

575.7 

-5 

11.7 

Ill  mill 

SPRECKELS  INDUSTRIES  (6) 

1.7 

30 

574.2 

14 

542.3 

17 

357.9 

15 

122.7 

0.5 

11.1 

55 

15.0 

IIU 

05s;V£RSAl  EOOOS  (9) 

11.2 

23 

1964.9 

5 

1653.4 

5 

837.3 

16 

146.9 

1.3 

66.6 

34 

16.8 

ilill 

^  FUEL 

M  liii 

INDUi  i  COMPOSITE 

2479.7 

7 

3609.5 

3119.9 

315663.6 

6 

459.5 

0.8 

22696.5 

-19 

10.9 

'"111  K 
'lllill 

h,  GAS  &  COAL 

lilll  (( 

nun 
'till 

GROUP  C  -J^OSITE 

1949.2 

9 

3913.7 

3063.6 

296199.2 

6 

594.7 

0.7 

21456.5 

-20 

9.1 

lllll  11 

AMERICAN:  '.T'CFINA 

10.6 

21 

2866.8 

11 

2283.6 

11 

3036.4 

15 

822.0 

0.3 

142.7 

-30 

7.4 

'illlll 

AMOCO 

278.0 

2 

5181.4 

4 

4846.9 

3 

23966.0 

13 

446.7 

1.2 

2695.0 

-19 

10.3 

'11  Kii 

ASHLAND    U  (V) 

15.6 

-4 

413.8 

15 

440.8 

14 

8061.9 

3 

213.3 

0.2 

142.2 

^8 

11.0 

i«!il 

AIIANTIC  PICHflllD 

112.0 

-2 

4210.5 

7 

3850.3 

6 

1  5351.0 

-13 

577.1 

0.7 

3161.0 

12 

3.5 

IllilSl 

CAIUHET  INDUSTRIES  (9) 

0.6 

-10 

4531.5 

5 

3550.6 

7 

41.4 

4 

289.7 

1.6 

-10.2 

NM 

NEG 

'ililil  i 

CHEVRON 

236.0 

13 

4304.5 

6 

4893.6 

2 

29443.0 

17 

537.0 

0.8 

1 306.0 

-55 

18.1 

;:iiii;(. 

U  S  I  N  E  S  S 


ON      19  9  0 


OMPAWY  B&D  EXPENSES  SALES  PBOFITS 

CHANGE   PER  EMPlOYEt   CHANCE  RID  CHANCE  RSO 

FROM  AVG.        AVG.  FROM       PER       AS  %  FROM  AS  % 

1989      1988       1989      1989    1985-89    1985-89         1989       1988    EMPLOVEE     OF  1989      1988  OF 

$  MIL.       %  $        RANK        $  RANK  $  MIL        %      $  THOUS.    SALES  $  MIL.        %  PROFITS 


EXXON 

592.0 

7 

5692.3 

3 

5418.3 

1 

86656.0 

9 

833.2 

0.7 

5266.0 

-39 

11.2 

KERR-McGEE 

13.0 

0 

1636.9 

12 

1452.1 

12 

3087.0 

15 

388.7 

0.4 

205.0 

31 

6.3 

HOBIL 

243.7 

6 

3589.1 

8 

2396.3 

10 

50220.0 

4 

739.6 

0.5 

3754.0 

8 

6.5 

NACCO  INDUSTRIES 

14.3 

267 

1333.3 

13 

965.3 

13 

1 187.6 

93 

1 10.7 

1.2 

92.3 

53 

15.5 

OCCIDENTAL  PETROLEUM 

27.0 

29 

504.7 

14 

415.4 

15 

20068.0 

3 

375.1 

0.1 

501.0 

-19 

5.4 

PHILLIPS  PETROLEUM 

133.0 

32 

6100.9 

1 

4680.0 

4 

12384.0 

10 

568.1 

1.1 

536.0 

-52 

24.8 

lEXACO 

215.0 

8 

5800.3 

2 

3908.9 

5 

32416.0 

-3 

874.5 

0.7 

3086.0 

25 

70 

(RITON  ENERGY  (5) 

3.3 

-25 

2989.2 

10 

2482.3 

9 

224.9 

34 

203.2 

1.5 

-9.6 

NM 

NEG 

JNOCAL 

55.0 

6 

3181.8 

9 

3110.8 

8 

10056.0 

13 

581.7 

0.5 

589.0 

NM 

9.3 

PETROLEUM 

SERVICES 

ROUP  COMPOSITE 

530.5 

1 

2807.8 

3197.9 

19464.3 

4 

103.0 

2.7 

1240.0 

11 

42.8 

BAKER  HUGHES  (9) 

30.1 

16 

1477.5 

8 

1493.5 

6 

2328.0 

1 

114.1 

1.3 

119.2 

-11 

25.3 

3AR0ID 

9.7 

20 

1694.3 

5 

1727.6 

5 

488.9 

-1 

85.4 

2.0 

22.7 

25 

42.7 

[Bl  INDUSTRIES 

4.5 

-12 

390.7 

10 

346.7 

11 

1495.5 

9 

130.0 

0.3 

87.0 

62 

5.2 

9IGIC0N  (7) 

3.9 

22 

3482.1 

4 

3086.1 

4 

79.9 

8 

71.3 

4.9 

-15.9 

NM 

NEG 

DRESSER  INDUSTRIES  (10) 

11.9 

-57 

379.0 

11 

1106.2 

10 

3956.1 

0 

126.0 

0.3 

258.5 

34 

4.6 

HALLIBURTON 

106.8 

32 

1630.5 

6 

1362.9 

7 

5659.5 

17 

86.4 

1.9 

2460 

62 

43.4 

KHIUMBERGER 

339.1 

-4 

7371.1 

2 

7114.7 

2 

4686.0 

-5 

101.9 

7.2 

530.7 

-10 

63.9 

SMITH  INTERNATIONAL 

14.1 

4 

4854.1 

3 

4340.7 

3 

312.0 

-3 

107.6 

4.5 

0.5 

NM 

2636.1 

^ARCO  INTERNATIONAL 

5.2 

32 

9660.5 

1 

11135.5 

1 

85.2 

25 

157.1 

6.1 

2.6 

2 

201.9 

WEATHERFORD  INTERNATIONAL 

1.5 

-9 

1 1 1 2.0 

9 

1271.5 

9 

129.9 

6 

93.9 

1.2 

1.6 

-14 

94.5 

WESTERN  CO.  OF  NORTH  AMERICA 

3.7 

26 

1483.9 

7 

1 308.8 

8 

243.5 

17 

98.3 

1.5 

-130 

NM 

NEG 

tn  HEALTH 

CARE 

sIDUSTRY  COMPOSITE 

7125.8 

13 

11333.1 

11763.6 

82949.5 

9 

131.9 

8.6 

14526.9 

4 

48.7 

DRUGS  &  RESEARCH 

ROUP  COMPOSITE 

5143.6 

14 

14984.8 

18372.9 

50931.1 

9 

148.4 

10.1 

10049.5 

1 

50.7 

A.  L.  LABORATORIES 

7.3 

31 

4315.3 

32 

3108.1 

34 

266.3 

13 

156.6 

2.8 

20.5 

17 

35.8 

ALLERGAN 

71.4 

9 

10500.0 

22 

10323.8 

20 

806.9 

7 

118.7 

8.8 

75.4 

-30 

94.7 

ALZA 

32.4 

10 

49861.5 

6 

42939.3 

6 

81.9 

10 

125.9 

39.6 

29.8 

19 

108.9 

AMERICAN  HOME  PRODUCTS 

348.5 

6 

6857.8 

30 

5627.6 

31 

6747.0 

5 

132.8 

5.2 

1414.3 

-2 

24.6 

AMGEN  (3) 

20.7 

22 

38607.1 

8 

58993.9 

3 

70.2 

59 

130.7 

29.5 

-7.3 

NM 

NEG 

BARR  LABORATORIES  (6) 

4.7 

142 

11343.9 

21 

8298.0 

23 

69.1 

22 

168.5 

6.7 

-6.1 

NM 

NEG 

BIOCRAFT  LABORATORIES  (3) 

5.0 

52 

9963.9 

24 

7236.0 

26 

84.9 

-15 

170.5 

5.8 

12.3 

-50 

40.2 

BOLAR  PHARMACEUTICAL 

23.6 

66 

70217.1 

5 

35394.2 

7 

112.9 

-12 

336.0 

20.9 

19.6 

-54 

120.3 

BRISTOL-MYERS  SQUIBB 

789.0 

15 

14584.1 

16 

10409.0 

19 

9189.0 

7 

169.9 

8.6 

1277.0 

-32 

61.8 

CARTER-WALLACE  (3) 

37.6 

13 

9312.4 

28 

7652.2 

24 

515.3 

7 

127.6 

7.3 

69.3 

14 

54.3 

CENTOCOR 

45.4 

34 

82459.9 

2 

73593.1 

1 

72.0 

30 

130.8 

63.0 

0.3 

-95 

NM 

CHIRON  (4) 

38.8 

41 

84575.1 

1 

60652.9 

2 

35.7 

65 

77.7 

108.9 

-15.9 

NM 

NEG 

COLLAGEN  (6) 

5.9 

-7 

15376.6 

14 

25035.6 

9 

43.2 

48 

112.1 

13.7 

4.6 

NM 

129.2 

DIAGNOSTIC  PRODUCTS 

7.5 

23 

1  3905.2 

18 

14206.8 

14 

60.3 

28 

112.2 

12.4 

22.1 

23 

33.9 

E-Z-EM  (S) 

3.3 

56 

4067.0 

33 

3125.6 

33 

77.7 

30 

96.4 

4.2 

14.2 

43 

23.0 

FOREST  LABORATORIES  (3) 

7.3 

24 

10248.2 

23 

7578.9 

25 

96.7 

19 

136.4 

7.5 

28.8 

30 

25.3 

GENENTECH 

145.8 

31 

81454.1 

3 

49038.3 

5 

383.2 

19 

214.1 

38.0 

47.5 

106 

306.8 

GENETICS  INSTITUTE  (11) 

40.4 

39 

77692.2 

4 

58731.7 

4 

43.6 

47 

83.9 

92.6 

-28.7 

NM 

NEG 

CN  PHARMACEUTICALS  (11) 

14.3 

26 

4938.6 

31 

3996.2 

32 

185.5 

12 

64.0 

7.7 

-86.5 

NM 

NEG 

VAX 

4.3 

58 

9795.0 

25 

6918.1 

29 

63.0 

4 

143.6 

6.8 

-8.2 

NM 

NEG 

LIFE  TECHNOLOGIES 

11.3 

30 

9430.0 

26 

7068.8 

28 

134.5 

4 

112.1 

8.4 

21.3 

10 

53.1 

LILLY  (ELI) 

605.4 

18 

21468.1 

11 

17549.5 

12 

4175.6 

16 

148.1 

14.5 

1329.9 

23 

45.5 

LYPHOMED 

21.0 

24 

18658.1 

13 

9443.2 

22 

1590 

24 

141.2 

13.2 

-27.7 

NM 

NEG 

MARION  MERRELL  DOW 

133.0 

1 2 

38907.5 

/ 

2811 5.8 

8 

930.0 

24 

272.1 

1 4.3 

333.8 

50 

39.8 

MAXWELL  LABORATORIES  (7) 

2.6 

1 1 

3500.0 

34 

3039.1 

35 

71.8 

9 

95.7 

3.7 

6.2 

5 

42.3 

MEDCO  CONTAINMENT  SERVICES  (6)  1.1 

NM 

406.1 

38 

81.2 

38 

728.2 

45 

260.1 

0.2 

44.9 

30 

2.5 

MERCK 

750.5 

12 

21816.9 

10 

18066.0 

11 

6550.5 

10 

190.4 

11.5 

2320.7 

22 

32.3 

MYIAN  LABORATORIES  (3) 

5.4 

19 

1 3075.6 

19 

12651.5 

15 

87.9 

-8 

214.5 

6.1 

23.4 

-37 

22.9 

NEWPORT  PHARMACEUTICALS  INTERNATIONAL  0.9 

-79 

3367.2 

35 

10940.3 

17 

39.0 

26 

152.4 

2.2 

-1.5 

NM 

NEG 

PAR  PHARMACEUTICAL  (9) 

6.4 

-2 

8566.7 

29 

6902.3 

30 

102.6 

3 

136.8 

6.3 

-1.8 

NM 

NEG 

PFIZER 

531.2 

12 

12617.6 

20 

9944.8 

21 

5671.5 

5 

134.7 

9.4 

916.5 

-17 

58.0 

RORER  GROUP 

121.8 

17 

14284.7 

17 

10413.9 

18 

1182.2 

14 

138.6 

10.3 

125.3 

32 

97.2 

SCHERER  (R.  P.)  (3) 

10.6 

28 

2518.6 

36 

1988.0 

36 

350.6 

21 

83.5 

30 

24.8 

-10 

42.6 

SCHERING-PLOUGH 

326.5 

10 

15328.6 

15 

11353.3 

16 

3157.9 

6 

148.3 

10.3 

645.6 

21 

50,6 

B  U 

5  1  N 

ESS  W 

E  t 

1  INN 

O  V  A  T 

ON      10  9 

0 
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CHtNCE 

PER  EMPIOVEE 

CHANCE 

RSD 

CHANGE 

RSD 

FROM 

AV6. 

AVG. 

FROM 

PER 

AS  % 

FROM 

AS  % 

1989 

t988 

1989 

1989 

1985-89 

lose  oo 
1985-89 

1989 

1988 

cum  nwrc 

EMPLOTEc 

OF 

1989 

1988 

OF 

$  MIL. 

% 

$ 

RANK 

$ 

RANK 

$  MIL. 

% 

$  IHOUS. 

SALES 

$  MIL. 

% 

PROFITS 

SPI  PHARMACEUTICALS  (11) 

1.7 

58 

1013.4 

37 

525.5 

37 

124.0 

7 

75.7 

1.3 

16.2 

11 

10.2 

SVNTEX  (7) 

245.2 

13 

24520.0 

9 

1 8706.0 

10 

1 349.4 

6 

134.9 

18.2 

336.9 

-1 

72.8 

UPJOHN 

407.1 

7 

20255.7 

12 

16885.1 

13 

2916.3 

8 

145.1 

14.0 

460.4 

-11 

88.4 

WARNER-LAMBERT 

308.8 

19 

9329.3 

27 

7209.0 

27 

4195.8 

7 

126.8 

7.4 

591.6 

10 

52.2 

IPlSi  MEDICAL  PRODUCTS  & 

SERVICES 

GROUP  COMPOSITE 

1982.1 

9 

6942.6 

5716.0 

32018.4 

9 

112.2 

6.2 

4477.4 

13 

44.3 

ABBOTT  LABORATORIES 

501.8 

10 

12259.6 

9 

9687.4 

9 

5379.8 

9 

131.4 

9.3 

1194.2 

13 

42.0 

ACUSON 

20.2 

15 

19393.1 

1 

19018.4 

1 

227.3 

35 

218.0 

8.9 

61.2 

40 

33.1 

ADAC  LABORATORIES  (9) 

6.2 

28 

15063.0 

4 

14718.2 

3 

98.1 

22 

237.6 

6.3 

18.1 

54 

34.5 

ANDERSEN  GROUP  (2) 

1.8 

-61 

6356.4 

19 

7493.1 

13 

40.2 

-1 1 

139.0 

4.6 

5.1 

NM 

36.3 

BARD  (C.  R.) 

36.2 

6 

4361.4 

22 

3367.3 

25 

777.8 

3 

93.7 

4.7 

103.2 

-17 

35.1 

6AUSCH  &  LOMB 

41.1 

32 

3288.7 

27 

3125.4 

27 

1220.3 

25 

97.6 

3.4 

173.9 

16 

23.6 

BAXTER  INTERNATIONAL 

245.0 

3 

3810.3 

24 

3230.7 

26 

7399.0 

8 

1 15.1 

3.3 

637.0 

23 

38.5 

BECTON.  DICKINSON  (9) 

97.5 

5 

5188.5 

21 

4209.5 

22 

181 1.5 

6 

96.4 

5.4 

227.8 

10 

42.8 

BIOMET  (5) 

9.5 

39 

9521.0 

12 

5547.7 

18 

135.8 

39 

135.8 

7.0 

32.3 

59 

29.5 

CIRCON 

4.3 

3 

6934.2 

16 

6294.9 

17 

49.5 

19 

79.4 

8.7 

0.4 

NM 

1164.4 

COBE  LABORATORIES 

18.3 

7 

7713.6 

15 

6894.6 

1 5 

237.9 

5 

100.0 

7.7 

14.8 

-10 

123.7 

COMPUCHEM 

1.3 

0 

2371.4 

31 

2257.7 

34 

42.5 

14 

77.1 

3.1 

6.5 

28 

20.3 

CONCEPT  (8) 

3.1 

13 

5332.2 

20 

4377.2 

21 

49.6 

16 

85.7 

6.2 

6.8 

17 

45.6 

COOPER  (to) 

1.1 

-75 

1885.7 

36 

4957.7 

20 

52.8 

-58 

94.3 

2.0 

-18.5 

NM 

NEG 

CORDIS  (6) 

12.7 

18 

6815.0 

18 

7123.5 

14 

141.2 

7 

75.5 

9.0 

6.9 

-45 

183.6 

CUSTOMEDIX  (6) 

0.6 

93 

2365.3 

32 

904.5 

41 

50.8 

17 

187.4 

1.3 

0.7 

-56 

91.1 

DAMON  GROUP  (9) 

0.9 

-20 

239.3 

43 

2614.4 

30 

60.6 

NA 

16.6 

1.4 

-2.2 

NA 

NEG 

DATASCOPE  (6) 

8.8 

18 

7993.6 

14 

6790.8 

16 

113.2 

8 

102.9 

7.8 

16.0 

3 

54.9 

DIASONICS 

16.1 

60 

12564.8 

7 

1  1  333.2 

8 

194.2 

8 

1 51.7 

8.3 

-19.4 

NM 

NEG 

FONAR  (6) 

7.3 

14 

18979.0 

2 

13477.1 

7 

45.9 

-22 

120.2 

15.8 

-12.1 

NM 

NEG 

HEALTHDVNE 

1.7 

0 

815.8 

41 

1443.3 

39 

103.4 

46 

50.2 

1.6 

47.2 

NM 

3.6 

INTERSPEC  (11) 

8.8 

8 

15363.0 

3 

15537.0 

2 

55.9 

-1 

97.6 

15.7 

-5.4 

NM 

NEG 

INVACARE 

3.3 

11 

1748.4 

38 

1482.3 

38 

186.1 

16 

97.9 

1.8 

5.0 

-40 

65.9 

IPCO  (6) 

1.2 

29 

656.3 

42 

380.8 

43 

126.6 

-6 

69.2 

0.9 

0.7 

-80 

161.9 

JOHNSON  S  JOHNSON 

719.0 

7 

8652.2 

13 

7576.7 

12 

9757.0 

8 

117.4 

7.4 

1514.0 

8 

47.5 

KIRSCHNER  MEDICAL 

1.5 

43 

2077.7 

33 

3899.1 

23 

55.2 

51 

75.2 

2.8 

0.8 

-81 

199.3 

MOT  n) 

J.J 

jZU*t.o 

£.0 

2773.5 

28 

102.4 

45 

98.3 

3.3 

7.7 

40 

43.4 

MEDEX  (6) 

1.2 

42 

2028.3 

34 

2121.0 

35 

36.7 

31 

61.2 

3.3 

4.4 

-1 

27.7 

MEDTRONIC  (4) 

66.0 

24 

10468.0 

10 

8832.1 

10 

741.7 

14 

117.7 

8.9 

150.4 

15 

43.9 

MENTOR  (3) 

1.9 

34 

3352.6 

26 

2574.5 

32 

43.1 

9 

77.9 

4.3 

8.8 

-13 

21.1 

MINE  SAFETY  APPLIANCES 

16,0 

11 

3013.2 

29 

2418.6 

33 

415.0 

4 

78.3 

3.8 

45.1 

10 

35.4 

MOUNTAIN  MEDICAL  EQUIPMENT  (3) 

0.7 

63 

2760.6 

30 

2576.8 

31 

35.5 

31 

1  36.9 

2.0 

2.5 

312 

28.2 

NELLCOR  (6) 

11.6 

19 

14029.1 

6 

14029.1 

5 

118.7 

24 

144.1 

9.7 

12.8 

-25 

90.1 

NICHOLS  INSTITUTE 

2.6 

58 

1391.1 

39 

1261.2 

40 

129.7 

43 

68.3 

2.0 

7.9 

68 

33.5 

OPTICAL  RADIATION  (7) 

5.5 

30 

3638.7 

25 

2727.5 

29 

109.6 

9 

73.0 

5.0 

12.3 

10 

44.3 

PURITAN-BENNETT 

15.2 

14 

6864.0 

17 

5087.9 

19 

226.8 

1 1 

102.2 

6.7 

24.4 

13 

62.5 

SI.  JUDE  MEDICAL 

6.5 

140 

14624.7 

5 

13910.0 

6 

148.0 

30 

332.5 

4.4 

69.3 

39 

9.4 

STRVKER 

15.6 

28 

9950.2 

11 

7640.3 

11 

225.9 

26 

144.3 

6.9 

31.0 

19 

50.2 

SUNRISE  MEDICAL  (6) 

2.8 

11 

1866.4 

37 

1526.1 

37 

152.7 

9 

101.5 

1.8 

6.7 

19 

42.1 

SVBRON  ACQUISITION  (9) 

6.4 

2 

1977.9 

35 

1969.9 

36 

299.4 

6 

93.3 

2.1 

2.9 

NM 

216.5 

U.  S.  SURGICAL 

13.9 

-1 

4163.4 

23 

3898.7 

24 

345.2 

19 

103.5 

4.0 

43.7 

38 

31.8 

UNITED  MEDICAL 

0.4 

21 

966.4 

40 

796.2 

42 

37.3 

9 

83.7 

1.2 

1.8 

72 

23.6 

WESTMARX  INTERNATIONAL 

43.1 

14 

12389.3 

8 

14217.6 

4 

438.8 

20 

126.0 

9.8 

30.8 

75 

140.2 

ni  HOUSING 

INDUSTRY  COMPOSITE 

463.8 

4 

2944.1 

3070.0 

24016.4 

6 

152.4 

1.9 

1991.6 

-2 

23.3 

AMERON  (11) 

3.9 

18 

1300.0 

15 

1278.1 

14 

426.5 

17 

142.2 

0.9 

20.3 

17 

19.2 

ELOijMT  (2) 

11.1 

25 

1738.9 

13 

1149.2 

16 

1132.1 

7 

176.9 

1.0 

-1 1 5.7 

NM 

NEG 

iJi  S!HO 

11.6 

7 

6372.5 

4 

8542.5 

1 

408.2 

1 

224.3 

2.8 

-13.3 

NM 

NEG 

■REEf!  (A.  P.)  INDUSTRIES 

2.1 

9 

1207.3 

16 

1220.3 

15 

190.2 

-1 

112.0 

1.1 

12.1 

-8 

17.0 

GiiAi^nSMAN  PRODUCTS 

5.3 

16 

5501.6 

5 

4896.1 

5 

189.7 

31 

197.0 

2.8 

11.8 

21 

45.0 

UHm 

8.1 

16 

987.8 

19 

948.6 

20 

1497.2 

14 

182.6 

0.5 

168.8 

10 

4.8 

LILi:  INDUSTRIAL  COATINGS  (It) 

9.7 

8 

7191.1 

1 

7317.1 

2 

212.2 

8 

157.2 

4.6 

20.7 

12 

46.9 

MAN<  IE 

35.0 

9 

2058.8 

11 

1835.2 

12 

2191.9 

6 

128.9 

1.6 

253.8 

64 

13.8 

BUSINESS     WEEK      ■      INNOVATION  1990 
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SALES 


PROFITS 


CHANCE   MR  EMPLOYEE   (hangE  RSD  CHANGE  KSD 

FROM                            AVG.        AVG.  FROM  PER  AS  %  FROM  AS  % 

t9g9      t988       1989      1989    198S-89    t98S-89  1989  1988  EMPLOYEE     OF  1989      1988  OF 

$  MIL.      %           $        RANK        $         RANK  $  MIL.  %  $  IHOUS.  SALES  $  MIL.       %  PROFITS 


MIDDLEBY 

0.8 

114 

597.1 

22 

984.3 

19 

72.2 

111 

51.6 

1.2 

1.0 

-80 

80.9 

MOORc  (BcNJAnlNJ 

9.3 

8 

5001 .1 

6 

4355.8 

7 

438.7 

6 

236.1 

2.1 

62.2 

4 

1 5.0 

OWcNvCORNINu  MBtRULA) 

35.0 

17 

1 91 2.6 

1 2 

1968.5 

1 1 

3000.0 

6 

1 63.9 

1 .2 

275.0 

-1 5 

1  Z./ 

PPG  INDIIUDIF^ 

232.6 

0 

6552.1 

3 

5846.9 

4 

5734.1 

2 

161.5 

4.1 

756.7 

-4 

30.7 

nr.  ITT   o  iiuDCnT 

PRATT  &  LAMBERT 

6,2 

7 

3728.7 

9 

3033.2 

9 

245.5 

147.4 

2.5 

10.6 

-1 1 

58.8 

SluTSMAN  INDUSTRItl 

2.6 

30 

2260.9 

10 

2260.9 

10 

1 74.4 

0 

1 51 .6 

1 .5 

1 3.7 

-32 

1 8.9 

SHERWIN-WILLIAMS 

18.1 

8 

1079.6 

17 

879.2 

21 

2123.5 

9 

127.0 

0.9 

170.2 

4 

10.6 

TENNANT 

8.2 

8 

4604.8 

7 

4387.5 

6 

197.1 

7 

110.2 

4.2 

23.8 

21 

34.6 

IJ  INTERNATIONAL 

2.4 

-10 

775.2 

21 

1109.1 

17 

351.1 

11 

113.3 

0.7 

25.5 

-14 

9.4 

TOKHEIM  (11) 

9.2 

17 

3757.2 

8 

3807.5 

8 

228.4 

12 

93.0 

4.0 

13.2 

3 

69.8 

use 

19.0 

-10 

1338.0 

14 

1 31 5.2 

1 3 

2191.0 

_3 

1 54.3 

0.9 

35.0 

-71 

54.3 

VALSPAR  UVI 

18.0 

5 

6956.0 

2 

6842.7 

3 

526.9 

10 

203.2 

3.4 

38.4 

31 

46.9 

VULCAN  MAItRIALS 

5.1 

11 

812.6 

20 

773.7 

22 

1076.2 

2 

171.5 

0.5 

201.4 

-2 

2.5 

vnnv  unimurc 
YORK  HQLDINuS 

10.4 

3 

1033.8 

18 

1017.5 

18 

1 409.3 

14 

1 39.5 

0.7 

6.4 

NM 

164.2 

I  p  T  c  11 R  r 
la  ci  1  a  u  n  b 

TIME  PRODUCTS 

NDUSTRY  COMPOSITE 

1714.0 

7 

6161.8 

4374.8 

3506S.S 

6 

126.1 

4.9 

1617.3 

-37 

106.0 

AFP  IMAGING  (6) 

1.8 

46 

5490.9 

8 

3592.0 

10 

45.5 

5 

137.7 

4.0 

-0.2 

NM 

NEG 

D  i  1  1  V 

dALLT  M^b. 

12.7 

-9 

384.0 

23 

400.2 

23 

1990.4 

7 

60.2 

0.6 

47,5 

-29 

26.8 

70.4 

-2 

2739.3 

15 

2220.3 

1 5 

2826.1 

-14 

1 10.0 

2.5 

-77.4 

NM 

NEG 

5.8 

31 

13036.0 

2 

9621 .5 

3 

44.2 

-4 

99.2 

1  3.1 

^.3 

NM 

NEG 

COACHMEN  INDUSTRIES 

3.8 

8 

1426.8 

19 

980.6 

21 

314.3 

-23 

118.0 

1.2 

-3.7 

NM 

NEG 

f  nun 

1.5 

-5 

3562.6 

10 

4475.8 

8 

35.3 

5 

83.3 

4.3 

3.8 

-8 

39.6 

c  i  c  Tu  i  u  If  nn  A  if 

1253.0 

9 

9096.2 

6 

8250.6 

4 

1  0398.0 

8 

1 33.6 

6.8 

925.0 

-59 

1 35.5 

12.8 

23 

1066.7 

21 

953.4 

22 

1618.5 

1 5 

1 34.9 

0.8 

1 1  3.7 

45 

1 1 .3 

GALOOB  (LEWIS)  TOYS 

8.8 

97 

21658.4 

1 

17577.1 

1 

227.7 

63 

563.6 

3.8 

23.6 

229 

37.1 

nAKLcT'UAVIUiUN 

8.6 

5 

1689.6 

17 

1 879.0 

1 7 

791.0 

1 2 

1 55.4 

1.1 

53.0 

1 5 

1 6.2 

nAKnAn  IN IcKnAIIUNAL  \ol 

7.1 

2 

1862.5 

16 

21 99.4 

1 6 

524.2 

1 2 

1 37.6 

1.4 

25.8 

24 

27.5 

nAlDKU 

58.9 

-6 

7180.0 

7 

7265.1 

6 

1409.7 

4 

171.9 

4.2 

1 56.8 

1 9 

37.6 

JOHNSON  WORLDWIDE  (9) 

4.5 

7 

3263.2 

12 

2830.7 

12 

232.4 

2 

170.3 

1.9 

21.3 

-1 

20.9 

iriVtTAUt   TAMED  A  DDnhllfTC 

0.9 

14 

1627.6 

18 

1005.9 

20 

40.5 

-1 3 

75.4 

2.2 

-5.8 

NM 

NEG 

4.2 

8 

3838.5 

9 

3093.0 

1 1 

87.4 

10 

79.7 

4.8 

3.9 

269 

107.7 

MATTEL 

38.5 

25 

3498.6 

11 

2437.7 

14 

1237.0 

25 

112.5 

3.1 

108.0 

88 

35.6 

NASTA  INTERNATIONAL 

1.2 

51 

921 2.1 

4 

7348.5 

5 

51.8 

16 

392.1 

2.4 

3.4 

-48 

36.1 

OUTBOARD  MARINE  (9) 

41.9 

11 

3122.7 

1 3 

3793.2 

9 

1464.2 

8 

109.1 

2.9 

38.5 

-64 

108.8 

POLAROID 

137.4 

-8 

1 2009.4 

3 

10606.6 

2 

1904.7 

2 

166.5 

7.2 

212.6 

917 

64.6 

SPI  HOLDINGS 

1.0 

-21 

1286.6 

20 

1442.4 

18 

130.3 

15 

161.7 

0.8 

-71.0 

NM 

NEG 

TONKA 

30.1 

12 

91 21 .2 

5 

5126.0 

7 

870.5 

-A 

263.8 

3.5 

24.7 

626 

121.9 

TYCO  TOYS 

6.0 

27 

2929.3 

14 

2736.0 

1  3 

384.5 

46 

188.9 

1.6 

26.4 

54 

22.6 

WINNEBAGO  INDUSTRIES  (8) 

3.3 

-13 

1035.6 

22 

1230.9 

19 

437.5 

2 

138.9 

0.7 

-8.3 

NM 

NEG 

Ey  MANUFACTURING 

NDUSTRY  COMPOSITE 

2796.2 

13 

3162.6 

3227.5 

104592.9 

12 

118,3 

2.7 

7785.6 

3 

35.9 

igg  GEHERAL  MANUFACTURING 

GROUP  COMPOSITE 

1326.0 

11 

3691.7 

2112.1 

41400.1 

12 

IIS. 3 

3.2 

4104.2 

0 

32.3 

AFC  INDUSTRIES 

1.6 

35 

333.1 

46 

333.1 

46 

647.9 

NA 

134.3 

0.2 

14.5 

NA 

1 1.0 

AMERICAN  FILTRONA 

4.0 

14 

3496.5 

9 

3129.4 

8 

146.3 

9 

1 27.2 

2.8 

1 2.6 

30 

31.9 

AVERY  INTERNATIONAL  (11) 

33.4 

6 

2851.0 

13 

2463.2 

1 8 

1732.4 

10 

147.9 

1.9 

1  39.1 

9 

24.0 

Bl( 

3.8 

-17 

1 706.8 

27 

1775.6 

22 

330.3 

12 

1 50.1 

1.1 

39.6 

-1 1 

9.5 

BRADY  (W.  H.)  (7) 

6.2 

5 

3494.6 

10 

3464.7 

6 

174.2 

14 

98.7 

3.5 

16.7 

-A 

37.0 

BUELL  INDUSTRIES  (10) 

0.9 

6 

1280.2 

35 

1069.3 

34 

86.8 

2 

1 23.5 

1.0 

-A.8 

NM 

NEG 

CENTRAL  SPRINKLER  (10) 

1.7 

35 

3765.9 

6 

2919.2 

1 1 

70.1 

16 

159.2 

2.4 

10.2 

29 

16.2 

CORNING 

109.6 

15 

3985.5 

5 

3839.9 

5 

2439.2 

1 5 

88.7 

4.5 

380.5 

-4 

28.8 

COSTAR  (11) 

1.3 

29 

2559.1 

17 

2529.2 

15 

36.2 

32 

72.6 

3.5 

3.2 

18 

39.5 

CRANE 

14.4 

20 

1  345.8 

33 

1059.7 

35 

1455.6 

11 

136.0 

1.0 

91.6 

12 

15.7 

DONNELLY  (6) 

10.8 

14 

5012.1 

3 

5208.8 

2 

198.3 

26 

92.2 

5.4 

8.4 

17 

128.8 

EAGLE  INDUSTRIES  (7) 

8.9 

117 

1003.8 

38 

1003.8 

37 

843.9 

55 

95.2 

1.1 

10.3 

-61 

86  4 

ELCO  INDUSTRIES  (6) 

1.4 

24 

911.1 

39 

485.4 

44 

155.4 

11 

98.7 

0.9 

13.0 

4 

11.0 

ELDON  INDUSTRIES 

2.0 

6 

2836.4 

14 

2504.2 

16 

112.6 

1 1 

161.6 

1.8 

14.1 

15 

14.0 

ENVIRODYNE  INDUSTRIES 

10.0 

7 

2088.3 

21 

1564.5 

25 

523.1 

7 

109.0 

1.9 

-17.3 

NM 

NEG 

ESSEF  (9) 

3.2 

47 

2293.6 

20 

2006.2 

20 

134.3 

1 

95.9 

2.4 

-0.9 

NM 

NEG 

FIRST  BRANDS  (6) 

8.9 

10 

2663.9 

15 

2474.8 

17 

1207.1 

29 

359.4 

0.7 

103.7 

NM 

8.6 

B  U 

SINE 

S  S  WE 

E  K 

1  INN 

O  V  A  T 

ON      19  9 

0 

STATISTICS 


R&D  SCOREBOARD 


R&D  EXPENSES 


SALES 


PROFITS 


CHANGE 

PER  EMPLOVEE 

CHANCE 

RSD 

CHANCE 

RSD 

FROM 

iVO. 

iVO. 

FROM 

PER 

AS  % 

FROM 

AS  % 

1989 

1988 

1989 

1989 

1985-89 

1985-89 

1989 

1988 

EMPLOYEE 

OF 

1989 

1988 

OF 

$  NIL. 

% 

5 

RINK 

$ 

RANK 

$  MIL. 

% 

$  THOUS. 

SALES 

S  MIL. 

% 

PROFITS 

FURON  (t) 

5.4 

66 

1796.1 

23 

606.3 

41 

332.2 

33 

110.5 

1.6 

17.4 

-1 

31.1 

HARSCO 

6.3 

-16 

562.6 

42 

804.5 

40 

1351.2 

6 

120.6 

0.5 

22.2 

-59 

28.4 

HEXCEl 

1 1.5 

-6 

3290.7 

11 

3266.9 

7 

410.9 

3 

1 17.7 

2.8 

5.9 

-77 

193.7 

HI-SHEAR  INDUSTRIES  (5) 

2.9 

10 

2485.6 

18 

2943.8 

10 

81.6 

2 

69.2 

3.6 

-0.6 

NM 

NEG 

HILLENBRAND  INDUSTRIES  (It) 

21.7 

19 

2406.2 

19 

1726.0 

23 

1138.3 

18 

126.5 

1.9 

127.3 

7 

17.0 

ILLINOIS  TOOL  WORKS 

32.5 

22 

2070.1 

22 

1558.0 

26 

2172.7 

13 

138.4 

1.5 

269.0 

16 

12.1 

INSILCO 

1.9 

-63 

262.1 

47 

262.1 

47 

762.2 

1 

104.4 

0.3 

-53.6 

NM 

NEG 

INSTRUMENT  SYSTEMS  (9) 

2.4 

50 

436.4 

44 

420.0 

45 

405.0 

29 

73.6 

0.6 

10.7 

-27 

22.3 

INTERNATIONAL  GAME  TECHNOLOGV  (9) 

6.9 

29 

3504.6 

7 

4804.6 

4 

151.2 

53 

77.1 

4.5 

21.7 

73 

31.7 

LADISH 

2.4 

6 

893.0 

40 

969.3 

38 

294.7 

8 

109.2 

0.8 

7.6 

NM 

31.7 

LVOALL 

3.4 

26 

4057.3 

4 

2599.9 

14 

128.4 

12 

1  53.2 

2.6 

12.6 

58 

26.9 

MARK  CONTROLS 

1.0 

66 

1624.6 

30 

1205.1 

31 

77.0 

13 

126.2 

1.3 

4.4 

1 

22.6 

MARK  IV  INDUSTRIES  (2) 

16.6 

80 

1299.1 

34 

1  555.0 

27 

742.3 

84 

58.0 

2.2 

34.8 

25 

47.8 

MATERIAL  SCIENCES  (2) 

2.6 

7 

3264.7 

12 

2776.8 

13 

172.4 

13 

216.3 

1.5 

13.0 

35 

20.0 

MINNESOTA  MINING  S  MFG. 

784.0 

9 

8951.4 

1 

7533.3 

1 

1 1 990.0 

6 

1  36.9 

6.5 

2099.0 

6 

37.4 

NORTON 

29.2 

12 

1 759.0 

24 

1786.3 

21 

1531.1 

9 

92.2 

1 .9 

1 19.0 

-8 

24.5 

NUCLEAR  METALS  (9) 

1.0 

-15 

1754.4 

25 

1698.8 

24 

49.8 

Q 

86.7 

2.0 

3.2 

49 

31.3 

OIL-DRI  CORP.  OF  AMERICA  (7) 

0.9 

9 

1512.6 

31 

1470.7 

28 

82.6 

21 

138.8 

1.1 

7.5 

-13 

12.0 

PARKER  HANNIFIN  (6) 

46.3 

56 

1  382.5 

32 

1073.0 

33 

2520.2 

12 

75.3 

1.8 

170.6 

4 

27.1 

PENN  ENGINEERING  &  MFG. 

0.9 

34 

1087.3 

37 

1121.8 

32 

69.7 

5 

83.4 

1.3 

3.7 

-58 

24.4 

QUIXOTE  (6) 

3.3 

28 

6451.9 

2 

51 1 1.4 

3 

64.6 

16 

127.0 

5.1 

3.6 

33 

92.4 

ROBERTSON  (H.  H.) 

2.3 

18 

454.0 

43 

489.1 

43 

540.5 

31 

109.0 

0.4 

7.0 

NM 

32.0 

RUBBERMAID 

14.1 

21 

1676.2 

28 

1469.0 

29 

1 343.9 

1  3 

1 59.8 

1.0 

190.6 

19 

7.4 

SEALED  AIR 

6.2 

-10 

2601,3 

16 

2827.1 

12 

385.0 

1 1 

160.4 

1.6 

24.1 

-41 

25.9 

SPS  TECHNOLOGIES 

6.8 

7 

1162.9 

36 

1047.8 

36 

423.2 

-1 

72.2 

1.6 

22.4 

-27 

30.4 

TREDEGAR  INDUSTRIES 

4.1 

-25 

825.8 

41 

825.8 

39 

637.9 

2 

127.6 

0.6 

27.7 

-53 

14.9 

TRINOVA 

75.7 

6 

3503.4 

8 

3021.6 

9 

1942.3 

9 

89.9 

3.9 

63.0 

-55 

120.1 

VALMONT  INDUSTRIES 

1.6 

0 

361.2 

45 

598.1 

42 

789.8 

19 

178.3 

0.2 

36.5 

38 

4.4 

WMS  INDUSTRIES  (6) 

5.0 

60 

1752.6 

26 

2029.9 

19 

143.9 

33 

50.9 

3.4 

4.5 

NM 

109.1 

WYMAN-GORDON 

5.1 

14 

1650.0 

29 

1448.3 

30 

371.6 

37 

119.9 

1.4 

-5.0 

NM 

NEG 

210 


MACHINE  &  HAND  TOOLS 


GROUP  COMPOSITE 

229.1 

12 

2049.7 

2315.4 

11302.6 

16 

101.1 

2.0 

714.3 

-2 

32.1 

ACME-CLEVELAND  (9) 

2.3 

56 

877.7 

16 

664.4 

16 

191.0 

8 

74.0 

1.2 

8.9 

NM 

25.5 

BLACK  &  DECKER 

59.1 

17 

1531.1 

12 

1892.2 

10 

3190.3 

40 

82.7 

1.9 

62.9 

-50 

93.9 

BROWN  &  SHARPE  MFG. 

7.6 

-2 

3872.8 

3 

3995.9 

4 

188.3 

4 

95.4 

4.1 

6.2 

32 

122.9 

CINCINNATI  MILACRON 

31.4 

-10 

4094.8 

2 

4046.7 

2 

850.6 

0 

110.8 

3.7 

35.2 

-24 

89.3 

CLARK  EQUIPMENT 

24.7 

19 

2689.8 

7 

2487.2 

8 

1391.9 

9 

151.6 

1,8 

119.3 

29 

20.7 

CROSS  &  TRECKER  (9) 

8.6 

-23 

2205.1 

9 

3062.0 

5 

456.7 

6 

117.1 

1.9 

-44.6 

NM 

NEG 

GIDDINGS  &  LEWIS 

23.3 

44 

10994.8 

1 

10994.8 

1 

233.1 

38 

110.0 

10.0 

24.7 

194 

94.5 

GLEASON 

4.8 

30 

1609.1 

1 1 

1812,2 

11 

162.2 

40 

54.4 

3.0 

12.1 

273 

39.7 

XENNAMETAL  (6) 

12.0 

23 

2208.3 

8 

2180.5 

9 

472.2 

12 

87.1 

2.5 

49.2 

18 

24.3 

LINCOLN  ELECTRIC 

14.4 

13 

2746.1 

6 

2746,1 

6 

692.8 

22 

131.8 

2.1 

48.5 

-13 

29.7 

MET-COIL  SYSTEMS  (5) 

2.0 

7 

3125.8 

4 

4013.2 

3 

69.6 

34 

110.8 

2.8 

3.3 

46 

58.9 

MONARCH  MACHINE  TOOL 

1.2 

12 

1226.1 

14 

1193.6 

14 

95.7 

7 

94.5 

1.3 

3.5 

19 

35.5 

RAYMOND 

3.9 

55 

3014.8 

5 

2579.4 

7 

163.5 

8 

127.8 

2.4 

-0.9 

NM 

NEG 

RULE  INDUSTRIES  (8) 

0.7 

1 1 

1421.7 

13 

1453.0 

13 

50.7 

28 

101.8 

1.4 

3.2 

492 

22.4 

SNAPOM  TOOLS 

15.4 

16 

2078.4 

10 

1771.2 

12 

938.0 

4 

126.8 

1.6 

165,5 

-9 

9.3 

STANLEY  WORKS 

14.9 

12 

807.0 

17 

654.6 

17 

1971.5 

3 

106.8 

0.8 

193.9 

12 

7.7 

SIARRETI  (I.  S.)  (6) 

2.8 

9 

993.5 

15 

783.3 

15 

184.3 

9 

66.3 

1.5 

23.5 

-5 

11.8 

1^  SPECIAL 

MACHINERY 

GROUP  COMPOSITE 

1191.3 

16 

3480.7 

4787.9 

45658.7 

13 

133.4 

2.6 

2845.5 

9 

41.9 

&!'Pl:!-D  MATERIALS  (10) 

72.3 

66 

27271.2 

3 

22938.0 

3 

501.8 

38 

189.3 

14.4 

84.4 

27 

85.7 

m:  OO  PliWEP  (8) 

5.6 

19 

1683.0 

39 

2558.5 

29 

246.2 

39 

74.6 

2.3 

33.0 

43 

16.9 

iSTti  ■»i;;i.:STiJiE^. 

3.5 

24 

2242.1 

34 

2000.9 

35 

188.5 

7 

119.8 

1.9 

-43 

NM 

NEG 

B.UDWI:  !t!.H!iOU)0'/  (6) 

3.5 

84 

3511.0 

25 

3597.6 

20 

125.5 

31 

125.5 

2.8 

20.5 

34 

17.2 

BE  HOLDINGS 

3.7 

63 

3763.2 

23 

3571.7 

21 

200.5 

NA 

203.0 

1.9 

-10.0 

NA 

NEG 

6INKS  MFG.  (10 

2.4 

-3 

1484.4 

43 

1038.6 

48 

237.4 

13 

145.2 

1.0 

16.7 

39 

14.6 

BRIGGS  8  STRAiTO!*  (4) 

10.1 

-2 

1  383.7 

44 

1163.0 

46 

876.4 

-4 

119.8 

1.2 

-34.0 

NM 

NEG 

BTU  INTERNATIG»j£L 

6.4 

110 

9397.4 

9 

6984.6 

11 

101.2 

55 

148.4 

6.3 

12.1 

336 

52.8 

BUSINESS 


I' 


NNOVATION  1990 


:OMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


CHANCE   PER  EMPIOYEE   (hAHOE  RiD  (HAHOE  RSD 

FROM  AVC.        AV6.  FROM       PER  AS  %  FROM  AS  % 

1989      1988       1989      1989    1985-89    1985-89  1989       1988  EHPIOVEE     OF  1989      1988  OF 

$  MIL.      %  $        RANK        $         RANK  5  MIL.        %  $  tHOUS.  SALES  $  MIL.       %  PROFITS 


BWIP  HOLDING 

4.6 

28 

1523.3 

42 

1218.8 

44 

324.6 

16 

108.2 

1.4 

23.8 

102 

19.2 

CATERPILLAR 

235.0 

29 

3890.1 

22 

3465.7 

22 

1 1 1 26.0 

7 

184.2 

2.1 

659.0 

-25 

35.7 

CM! 

5.2 

-3 

6468.7 

12 

5055.6 

18 

81.3 

-9 

101.7 

6.4 

-7.9 

NM 

NEG 

COMMERCIAL  INTERTECH  (10) 

6.5 

9 

1598.5 

40 

1 307.3 

40 

434.8 

9 

106.2 

1.5 

44.4 

45 

14.7 

DEERE  (10) 

234.1 

8 

6009.7 

14 

5756.9 

13 

7127.3 

16 

183.0 

3.3 

547.3 

50 

42.8 

DOVER 

52.1 

-1 

2601.0 

29 

2387.5 

31 

2120.4 

9 

105.8 

2.5 

227.0 

1 

23.0 

DURIRON 

5.1 

12 

2197.4 

.35 

1914.4 

37 

281.0 

22 

122.2 

1.8 

32.4 

31 

15.6 

EARR 

2.5 

16 

2611.5 

28 

2068.7 

34 

77.2 

6 

80.5 

3.2 

4.5 

10 

55.6 

FLOW  INTERNATIONAL  (4) 

4.1 

8 

11682.7 

7 

12629.2 

7 

39.4 

24 

111.7 

10.5 

4.2 

NM 

97.6 

FMC 

149.7 

4 

6207.0 

13 

5718.7 

14 

3414.5 

4 

141.6 

4.4 

225.3 

15 

66.4 

FSf  INTERNATIONAL  (8) 

7.6 

11 

18436.6 

4 

18716.9 

4 

61.6 

36 

150.2 

12.3 

4.4 

169 

171.4 

GEHl 

1.7 

8 

1 304.4 

45 

1 304.4 

41 

154.6 

24 

118.9 

1.1 

7.7 

53 

21.9 

GENUS 

7.2 

2 

17893.0 

5 

17893.0 

5 

87.3 

70 

217.3 

8.2 

15.7 

323 

45.9 

GEO  INTERNATIONAL  (9) 

1.2 

-22 

586.9 

55 

592.9 

55 

164.8 

-3 

80.5 

0.7 

-14.4 

NM 

NEG 

GOULDS  PUMPS 

5.4 

8 

1285.7 

46 

1252.6 

43 

507.0 

12 

120.7 

1.1 

46.1 

26 

11.7 

GRACO 

11.6 

6 

5186.5 

17 

4558.8 

19 

297.7 

11 

133.5 

3.9 

24.5 

12 

47.2 

HARNISCHFEGER  INDUSTRIES  (10) 

18.8 

-12 

1554.8 

41 

1279.8 

42 

1482.8 

23 

122.5 

1.3 

108.7 

81 

17.3 

HEIN-WERNER 

2.2 

-4 

2480.0 

30 

2189.9 

32 

113.3 

1 

129.5 

1.9 

5.0 

-15 

43.8 

HELIX  TECHNOLOGY 

2.1 

-17 

4751.1 

19 

6132.1 

12 

54.6 

-1 

124.8 

3.8 

4.1 

-25 

50.3 

INCERSOLL-RAND 

113.0 

8 

3573.4 

24 

3458.5 

23 

3447.4 

14 

109.0 

3.3 

311.1 

35 

36.3 

INTERLAKE 

7.1 

-15 

1006.7 

49 

834.4 

50 

912.9 

2 

129.4 

0.8 

19.3 

-73 

36.8 

IONICS 

2.4 

10 

2613.3 

27 

3026.4 

24 

108.9 

23 

121.0 

2.2 

5.3 

36 

44.3 

JLG  INDUSTRIES  (7) 

2.9 

0 

1995.9 

37 

2675.0 

25 

121.3 

49 

83.4 

2.4 

12.4 

38 

23.4 

JOY  TECHNOLOGIES  (2) 

2.6 

-16 

607.7 

54 

625.2 

53 

521.4 

11 

121.3 

0.5 

-7.8 

NM 

NEG 

KULICKE  &  SOFFA  INDUSTRIES  (9) 

10.2 

13 

9821.1 

8 

10148.3 

8 

96.5 

16 

93.3 

10.5 

5.8 

31 

176.5 

LAM  RESEARCH  (6) 

21.9 

39 

29893.3 

2 

25904.1 

2 

126.0 

68 

172.4 

17.3 

12.5 

224 

175.2 

LINCOLN  FOOD  SERVICE  PRODUCTS 

1.2 

21 

3156.1 

26 

2579.4 

28 

47.5 

2 

125.6 

2.5 

1.4 

-60 

87.9 

MANITOWOC  (6) 

2.3 

74 

1005.2 

50 

1005.2 

49 

200.6 

16 

87.2 

1.2 

24.2 

NM 

9.5 

McDERMOTT  INTERNATIONAL  (3) 

34.0 

18 

1214.3 

48 

1111.7 

47 

2422.7 

3 

86.5 

1.4 

-106.6 

NM 

NEG 

NQRDSON  (10) 

15.1 

10 

5886.7 

15 

5465.5 

15 

282.1 

15 

110.2 

5.3 

51.8 

7 

29.1 

NOVELLUS  SYSTEMS 

5.4 

139 

34221.5 

1 

26675.7 

1 

51.0 

120 

322.7 

10.6 

17.3 

307 

31.3 

OILGEAR 

1.8 

11 

1943.4 

38 

1551.5 

39 

61.8 

1 

65.9 

2.9 

2.2 

6 

84.7 

OSMONICS 

1.8 

17 

4048.6 

21 

5159.6 

17 

36.2 

17 

80.0 

5.1 

6.1 

37 

30.2 

PACKAGE  MACHINERY 

3.8 

-7 

7307.7 

11 

7236.3 

10 

52.2 

-4 

100.3 

7.3 

1.9 

-21 

199.2 

PENTAIR 

7.8 

NA 

896.6 

51 

402.4 

56 

1163.6 

41 

133.8 

0.7 

62.4 

-9 

12.5 

PUBLISHERS  EOUIPMENT 

3.3 

308 

5184.7 

18 

2611.9 

26 

77.2 

69 

120.8 

4.3 

1.9 

-29 

177.5 

REECE 

1.7 

12 

2339.9 

31 

2189.3 

33 

57.2 

-A 

80.3 

2.9 

-0.9 

NM 

NEG 

REX-PT  HOLDINGS  (6) 

3.6 

102 

646.6 

53 

646.6 

52 

526.3 

63 

94.0 

0.7 

26.2 

-35 

13.8 

SHOPSMITH  (3) 

0.5 

33 

1247.0 

47 

1183.7 

45 

43.2 

12 

104.7 

1.2 

1.9 

380 

26.5 

SILICON  VALLEY  GROUP  (9) 

15.2 

117 

16284.3 

6 

16936.1 

6 

131.1 

168 

140.6 

11.6 

15.8 

138 

96.3 

STEVENS  GRAPHICS 

2.3 

18 

2329.0 

32 

2488.5 

30 

126.0 

37 

126.0 

1.8 

14.4 

80 

16.2 

SYM-TEK  SYSTEMS  (3) 

3.0 

5 

8798.2 

10 

7634.4 

9 

36.3 

54 

106.1 

8.3 

0.3 

NM 

909.1 

TEREX 

6.5 

39 

695.9 

52 

798.3 

51 

790.9 

130 

84.1 

0.8 

21.2 

48 

30.9 

TIMKEN 

37.4 

4 

2169.2 

36 

1898.8 

38 

1  533.0 

-1 

88.9 

2.4 

96.5 

-14 

38.8 

TWIN  DISC  (6) 

9.2 

6 

5562.7 

16 

5296.5 

16 

187.3 

15 

113.5 

4.9 

17.2 

27 

53.4 

TYCO  LABORATORIES  (5) 

7.4 

28 

526.7 

56 

616.5 

54 

1971.1 

25 

140.8 

0.4 

146.2 

39 

5.0 

VELOBIND 

0.7 

86 

2323.7 

33 

1975.1 

36 

41,1 

11 

131.7 

1.8 

0.5 

12 

156.9 

WEiGH-TRONIX  (3) 

3.2 

43 

4308.4 

20 

2596.9 

27 

58.0 

-5 

78.8 

5.5 

5.1 

-34 

62.7 

TEXTILES 

::roup  composite 

49.8 

14 

701.9 

1899.0 

6231.5 

-2 

87.8 

0.8 

121.6 

17 

41.0 

ALBANY  INTERNATIONAL 

16.7 

31 

2735.5 

4 

2259.6 

4 

505.5 

10 

83.0 

3.3 

77.7 

41 

21.5 

BURLINGTON  HOLDINGS  (9) 

7.6 

-16 

276.4 

11 

508.0 

10 

2181.4 

-11 

79.3 

0.3 

-34.1 

NM 

NEG 

CHEMICAL  FABRICS  (6) 

1.1 

11 

3264.3 

2 

4481.9 

2 

39.8 

17 

119.4 

2.7 

4.8 

67 

22.8 

CONCORD  FABRICS  (8) 

2.5 

25 

3246.8 

3 

2924.7 

3 

174.4 

25 

226.4 

1.4 

5.5 

NM 

45.5 

CROWN  CRAFTS  (3) 

1.1 

13 

884.4 

8 

825.8 

8 

91.4 

27 

71.4 

1.2 

10.2 

11 

11.1 

DWG  (4) 

1.6 

3 

93.5 

12 

130.5 

12 

1175.1 

5 

67.9 

0.1 

10.1 

11 

16.0 

FAB  INDUSTRIES  (11) 

2.9 

12 

1622.2 

6 

1487.2 

5 

168.2 

14 

93.5 

1.7 

16.1 

17 

18.1 

GUILFORD  MILLS  (6) 

7.1 

39 

1910.7 

5 

1 302.0 

6 

619.7 

7 

166.8 

1.1 

41.7 

0 

17.0 

HEALTH-CHEM 

2.5 

30 

8378.3 

1 

6798.9 

1 

42.3 

12 

139.2 

6.0 

-1.6 

NM 

NEG 

HORIZON  INDUSTRIES  (9) 

2.7 

21 

1080.8 

7 

1215.7 

7 

301.7 

10 

120.7 

0.9 

7.8 

-7 

34.7 

SALEM  CARPET  MILLS 

2.0 

33 

554.2 

9 

520.1 

9 

432.6 

7 

118.5 

0.5 

10.0 

-22 

20.2 

UNITED  MERCHANTS  &  MFRS.  (6) 

.  .  1.9 

-33 

335.1 

10 

323.1 

11 

499.5 

-23 

87.6 

0.4 

-26.5 

NM 

NEG 

BUSINESS 
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Y    A    T    I    S    T    I    C  S 


R&D  SCOREBOARD 


COMPAKY 


R&D  EXPENSES 


SALES 


PROFITS 


1989 
$  MIL. 


CHINCE 
FROM 
1988 


PER  EMPLOYEE 


1989 
$ 


1989 
RINK 


m.  m. 

1985-89  1985-89 
$  RtNK 


1989 
$  MIL. 


.CHINCE  RSD 

FROM  PER  iS  % 

1988  EMPLOYEE  OF 

%  $  THOUS.  SALES 


CHINCE  RSD 
FROM     iS  % 
1989       1988  OF 

$  MIL.        %  PROFITS 


212 


m  METALS  & 

MINING 

9 
lUlilll 

INDUSTRY  COMPOSITE 

293.1 

7 

2081.5 

1638.1 

25600.4 

4 

181.8 

1.1 

3585.6 

26 

8.2 

iiinii 

ALUMINUM 

i 

GROUP  COMPOSITE 

216.7 

9 

2378.7 

2145.8 

17053.1 

11 

187.2 

1.3 

2924.1 

27 

7.4 

iiiiuiuiiu  rA    At  lucniri 
AlUnlNUn  10.  Ur  AncKllA 

182.4 

9 

3009.9 

1 

31 33.7 

1 

1 09 1 0.0 

1 1 

1 80.0 

1.7 

2165.8 

32 

8.4 

iWIii 

REYNOLDS  METAIS 

34.3 

7 

1124.6 

2 

1 1 58.0 

2 

6143.1 

10 

201.4 

0.6 

758.3 

15 

4.5 

lllfl 

[111!!!! 

STEEL 

nil  id 

GROUP  COMPOSITE 

57.0 

-1 

1870.5 

1890.0 

5975.4 

-12 

196.2 

1.0 

527.9 

44 

10.8 

Wli  ( 

imii!* 

ALLEGHENY  LUDLUM 

8.7 

13 

1590.2 

4 

1492.2 

4 

1 180.2 

-2 

214.6 

0.7 

217.9 

25 

4.0 

Mill 

ANDAL  (9) 

1.2 

4 

2451.1 

2 

2400.0 

2 

106.1 

2 

225.8 

1.1 

0.5 

NM 

251.5 

Hi  111! 

ARMCO 

26.1 

10 

2485.7 

1 

1315.1 

5 

2422.7 

-25 

230.7 

1.1 

234.9 

53 

11.1 

CARPENTER  TECHNOLOGY  (6) 

8.2 

-18 

2315.1 

3 

2695.6 

1 

634.3 

14 

179.1 

1.3 

48.4 

18 

16.9 

NATIONAL-STANDARD  (9) 

3.6 

-27 

1429.6 

5 

1724.9 

3 

302.7 

2 

119.0 

1.2 

-10.4 

NM 

NEG 

Ml  il 

WEIRTON  STEEL 

9.1 

-10 

1155.9 

6 

1203.3 

6 

1329.4 

-A 

168.3 

0.7 

36,7 

654 

24.9 

mi 

WEm  OTHER  METALS 

lllllIKi 
W  A 

fiiiiii 

IMfKS 

GROUP  COMPOSITE 

19.4 

12 

1009.4 

1066.0 

2572.0 

1 

133.5 

0.8 

133.5 

-29 

14.6 

BRUSH  WELLMAN 

6.1 

-6 

2841.7 

1 

2579.9 

1 

317.8 

-8 

147.1 

1.9 

26.3 

-49 

23.3 

INSPIRATION  RESOURCES 

7.0 

NA 

1138.4 

2 

1 1 38.4 

2 

1373.1 

-1 

223.3 

0.5 

42.2 

-1 9 

1 6.6 

INIERMET 

1.4 

8 

333.3 

5 

366.5 

5 

397.1 

1 1 

94.6 

0.4 

25.3 

-19 

5.5 

PRECISION  CASTPARTS  (3) 

4.4 

42 

706.2 

4 

534.4 

4 

443.7 

7 

71.5 

1.0 

43.5 

-26 

10.1 

SOUPC 

lill  ( 

ZEMEX 

0.5 

130 

956.4 

3 

570.8 

3 

40.2 

4 

73.1 

1.3 

-3.8 

NM 

NEG 

IH  NONBANK 

FINANCIAL 

ram 

IIM  [IN 

INDUSTRY  COMPOSITE 

84.9 

22 

2526.0 

7712.9 

11639.3 

7 

346.4 

0.7 

1018.3 

-27 

8.3 

Will 

DST  SYSTEMS 

17.7 

25 

11874.5 

2 

6920.2 

3 

1 27.0 

-8 

85.2 

D./ 

/■  r 
-O  J 

Z04.J 

mil  m 

mt 

LOEWS 

10.8 

-3 

401.5 

4 

434.8 

4 

1 1 097.5 

6 

41 4.1 

0.1 

95 1 .9 

-28 

1 .1 

POLICY  MANAGEMENT  SYSTEMS 

39.9 

31 

9910.0 

3 

9512.7 

2 

265.6 

22 

66.0 

1 5.0 

40.6 

31 

70.3 

SEI 

16.5 

21 

12877.8 

1 

13983.8 

1 

149.1 

13 

1 16.1 

1 1.1 

19.1 

-5 

86.7 

iiiii 

iiit[ 

Mill!) 

imiii  1 
m\[i 

[III  ii<! 
nil  til! 

Kfl  OFFICE  EQUIPMENT 

& 

SERVICE 

INDUSTRY  COMPOSITE 

15248.1 

17 

10931.5 

11273.8 

187797.0 

10 

134.3 

8.1 

14126.7 

-11 

107.S 

If^  BUSINESS  MACHINES  & 

SERVICES 

GROUP  COMPOSITE 
ANACOMP  (9) 

267.7 

4.7 

8 

29 

2258.6 

626.5 

22 

4737.0 

671.6 

21 

12262.7 

648.9 

10 

55 

105.9 

86.5 

2.2 

0.7 

900.1 

23.8 

-10 

-57 

29.7 

19.8 

i3iii[  a 

BELL  &  HOWELL 

19.5 

-19 

NA 

NR 

NA 

NR 

629.8 

7 

NA 

3.1 

40.7 

NM 

47.8 

ililil  !li 

CENTERCORE 

0.7 

-18 

1672.3 

17 

1974,8 

14 

42.8 

9 

104.0 

1.6 

2.3 

18 

29.9 

lilllllt  1 

DENNISON  MFG. 

17.6 

11 

2340.7 

14 

1965.4 

16 

770.9 

7 

102.8 

2.3 

40.3 

-29 

43.5 

81IIII-! 

ilMllll 

DIEBOID 

11.6 

-3 

2769.5 

12 

2592.5 

9 

468.9 

4 

112.1 

2.5 

53.9 

23 

21.5 

Hit; 

LI 

ESSELTE  BUSINESS  SYSTEMS 

9.2 

30 

684.5 

21 

447.7 

25 

1433.8 

2 

106.8 

0.6 

96.2 

-1 1 

9.5 

FILENET 

11.7 

23 

17917.3 

3 

17237.4 

2 

83.1 

31 

127.2 

14.1 

3.9 

157 

302.0 

FRANKLIN  ELECTRONIC  PUBLISHERS  (3) 

4.3 

155 

25857.1 

1 

17155.7 

3 

67.7 

53 

402.9 

6.4 

9.1 

215 

47.7 

GENERAL  BINDING 

1.9 

-22 

564.5 

23 

619.4 

23 

283.7 

13 

85.1 

0.7 

28.8 

18 

6.5 

I'lIM!  li 

CRADCO  SYSTEMS  (3) 

7.4 

41 

20686.1 

2 

21568.1 

1 

1 1 5.1 

27 

31 9.8 

b.j 

Q  3 

O.D 

o  i 

07.0 

lillll  III 

HAUS:RMAN  (6) 

2,8 

-A^ 

3092.0 

9 

2393.7 

10 

79.8 

-46 

87.4 

3.5 

-26.5 

NM 

NEG 

^llilllO 
^'iliil 
' "  'till 

HON  INDUSTRIES 
HOWE  RICHARDSON 

3.4 
1.1 

-10 
35 

534.5 
1010.6 

24 

20 

626.9 
1269.0 

22 
19 

602.0 
105.3 

13 
23 

94.3 
101.2 

0.6 

1.0 

44.8 
5.8 

8 
183 

7.6 
18.2 

HUNT  MF'..  (11) 

1.1 

13 

529.6 

25 

557.3 

24 

203.4 

14 

98.0 

0.5 

29.4 

13 

3.7 

'llli!  (J 

INFORMATION  INTERNATIONAL  (4) 

5.1 

11 

13203.1 

4 

10138.5 

4 

36.2 

8 

93.1 

14.2 

2.0 

-31 

253.9 

MILLER  (HERMAN)  (S) 

19.3 

21 

3442.7 

8 

3379.3 

8 

793.3 

11 

141.5 

2.4 

66.3 

-5 

29.1  ,; 

PAR  TEfKNOtOGY 

6.9 

-6 

5854.8 

7 

6330.8 

7 

92.4 

18 

78.9 

7.4 

3.8 

88 

180.1  1 

'":;< 

PHICIR» 

2.3 

NA 

1653.4 

18 

1653.4 

17 

320.6 

-12 

232.0 

0.7 

32.0 

-2 

7.1 

PITHEY  jWEi 

87.3 

10 

2779.4 

11 

2245.6 

11 

2875.7 

12 

91.6 

3.0 

261.1 

-26 

33.4  1 

itiii 

111!  [lis 

REYNOLD:  S,  RcYMOlDS  (9) 

9.0 

-30 

1787.5 

15 

2234.0 

12 

602.1 

-2 

119.6 

1.5 

46.1 

56 

19.5 

1 

B  U 

SINE 

s  s  w 

E  E  K 

1  INN 

O  V  A  T 

ON  19") 

0 

i 

:OMPANY  R&O  EXPENSES  SALES  PROFITS 


CHtNCE   PEB  EHPtOVEE   (hANOE  RSD  CHANGE  RSD 

FROM  AV6.        AVG.  FROM       PER  AS  %  FROM  AS  % 

1989      1988       1989      1989    1985-89    1985-89  1989       1988  EMPIOVEE     OF  1989      1988  OF 

$  Mil.       %  $        RANK        $  RANK  $  MIL        %  $  IHOUS.  SALES  $  MIL.        %  PROFITS 


SAVIN 

4,7 

27 

2493.9 

13 

2135.5 

13 

358.7 

-2 

191.5 

1.3 

-42.5 

NM 

NEG 

SMITH  CORONA  (6) 

8.4 

33 

1753.1 

16 

1595.9 

18 

493.1 

25 

102.7 

1.7 

58.3 

0 

14.4 

STANDARD  REGISTER 

9.2 

7 

1458.9 

19 

1242.9 

20 

708.9 

5 

112.1 

1.3 

62.0 

1 

14.9 

TELXON  (3) 

9.8 

30 

8207.5 

5 

8040.7 

5 

1 59.6 

29 

1  33.0 

6.2 

23.1 

1 

42.6 

TRANSTECHNOLOGY  (3) 

7.3 

33 

2882.0 

1 U 

1 969.0 

1  J 

1  7 
1  / 

J.  I 

17  3 
1  /.3 

-1 6 

A")  3 
nz.3 

VARITRONIC  SYSTEMS  (7) 

1.4 

17 

5937.8 

6439.3 

6 

52.6 

18 

218.2 

2.7 

9.8 

17 

14.5 

iQj  COMPUTER  COMMUNICATIONS 

;roup  composite 

304.6 

27 

14644.5 

13624.2 

3111.2 

24 

149.6 

9.8 

272.4 

-2 

107.8 

ADAFItl  \S) 

7.2 

1 5 

14420.5 

9 

20390.1 

2 

64.7 

10 

130.2 

1 1.1 

1.6 

-71 

440.5 

BYTEX 

5.5 

10 

22011.9 

3 

21988.5 

1 

39.7 

15 

158.3 

13.9 

5.8 

59 

94.5 

CABLETRON  SYSTEMS  (2) 

3.2 

197 

4825.7 

16 

4825.7 

16 

54.8 

120 

83.8 

5.8 

13.9 

NM 

22.6 

DATA  SWITCH 

10.9 

15 

14385.4 

10 

12467.9 

11 

106.4 

-7 

140.9 

10.2 

0.0 

NM 

NM 

niniiAi  roMMiiNirATioHS  At^oriAiF^  (k) 

29  8 

1 6 

20588  4 

4 

18294.7 

5 

208.2 

-8 

143.8 

14.3 

25.7 

-55 

115.8 

nYNATFTH  (1) 

39  2 

1 1 

1 3541  8 

11 

9728.6 

13 

399.5 

7 

138.1 

9.8 

29.6 

-23 

132.5 

EMULEX  (6) 

14  2 

7 

1 5294  3 

7 

13968.1 

8 

148.7 

19 

159.7 

9.6 

19.5 

45 

73.0 

ill  DATA  (3) 

11.1 

23 

11684.2 

13 

7086.0 

15 

91.6 

-10 

96.4 

12.1 

-7.7 

NM 

NEG 

NETWORK  EQUIPMENT  TECHNOLOGIES  li) 

1  5.9 

64 

1 5208  1 

8 

12492.7 

10 

136.7 

51 

131.1 

11.6 

26.6 

46 

59.6 

NETWORK  SYSTEMS 

1  5  9 

_1 

16323  4 

6 

14274.9 

7 

144.8 

10 

149.1 

10.9 

27.4 

51 

57.8 

PENRIL  (7) 

3.8 

9401 .0 

14 

7365.0 

14 

42.2 

8 

103.2 

9.1 

4.1 

82 

94.5 

QUME  (2) 

7.3 

44 

7158.4 

15 

13449.8 

9 

183.2 

72 

179.0 

4.0 

7.0 

1 57 

104.7 

SYNOPTirS  CnMMIINICATinNS 

9  6 

1 1 2 

2361 9  8 

2 

1  y  I  67.0 

3 

77.3 

93 

1 90.8 

1 2.4 

1  5.5 

68 

61 .8 

3COM 

38  4 

64 

1 9967  2 

5 

1 6293.4 

6 

385.9 

53 

200.8 

9.9 

54.2 

39 

70.8 

WESTERN  DIGITAL  (6) 

86  4 

28 

1 3508  1 

1  / 

\  UZoO.O 

1  z 

77/.  1 

29 

1 55.2 

8.7 

45.5 

-17 

1 90.0 

XVLOGICS  (10) 

6.4 

36 

25015.6 

1 

19148.6 

4 

35.5 

27 

1 38.5 

18.1 

3.6 

-5 

176.7 

COMPUTERS 

■ROUP  COMPOSITE 

11736.5 

17 

12819.3 

14496.3 

130825.7 

8 

142.9 

9.0 

10311.8 

NM 

113.8 

ALLIANT  COMPUTER  SYSTEMS 

11.3 

-18 

29228.6 

4 

28823.8 

2 

68.4 

5 

177.6 

16.5 

2.3 

NM 

483.8 

ALPHA  MICROSYSTEMS  (2) 

4.2 

7 

12291.2 

25 

12849.1 

19 

51.6 

11 

151.8 

8.1 

4.3 

99 

98.1 

ALTOS  COMPUTER  SYSTEMS  (6) 

14.2 

-8 

24112.0 

8 

17483.8 

15 

139.9 

-20 

237.5 

10.2 

-8.0 

NM 

NEG 

AMDAHL 

277.3 

24 

33816.6 

1 

24081.9 

4 

2101.1 

17 

256.2 

13.2 

255.2 

-28 

108.7 

APPLE  COMPUTER  (9) 

420.1 

54 

28937.3 

5 

24070.4 

5 

5284.0 

30 

364.0 

8.0 

744.3 

13 

56.4 

ARIX  (6) 

10.4 

38 

27167.5 

6 

25473.3 

3 

85.0 

41 

222.4 

12.2 

7.4 

25 

141.0 

AST  RESEARCH  (6) 

16.9 

8 

7428.3 

33 

8516.2 

28 

456.5 

11 

200.1 

3.7 

-11.6 

NM 

NEG 

ATARI 

24.6 

15 

17333.1 

16 

1  1025.5 

21 

423.6 

-6 

298.3 

5.8 

2.5 

-96 

996.9 

COMPAQ  COMPUTER 

132.5 

77 

13944.6 

19 

11451.6 

20 

2876.1 

39 

302.7 

4.6 

498.3 

33 

26.6 

CONCURRENT  COMPUTER  (6) 

32.3 

232 

9923.1 

30 

12977.4 

18 

278.0 

263 

85.5 

11.6 

-21.4 

NM 

NEG 

CONTROL  DATA  J 

249.9 

-26 

13883.3 

20 

10103.7 

24 

2934.5 

-19 

163.0 

8.5 

-667.2 

NM 

NEG 

CONVEX  COMPUTER 

20.7 

52 

20721.1 

13 

18422.0 

12 

158.6 

50 

159.1 

13.0 

16.9 

88 

122.5 

CRAY  RESEARCH 

143.3 

22 

30447.5 

3 

23116.4 

6 

784.7 

4 

166.7 

18.3 

127.3 

-46 

112.6 

DATA  GENERAL  (9) 

171.4 

4 

12477.1 

24 

10062.3 

25 

1314.4 

-A 

95.7 

13.0 

-113.9 

NM 

NEG 

DELL  COMPUTER  (1) 

5.8 

6 

4927.4 

34 

6851.2 

30 

257.8 

62 

217.7 

2.3 

21.2 

40 

27.6 

DIGITAL  EQUIPMENT  (6) 

1525.1 

17 

12123.4 

26 

9735.5 

26 

12741.9 

11 

101.3 

12.0 

1420.7 

-18 

107.4 

EVEREX  SYSTEMS  (7) 

19.4 

24 

9993.8 

29 

9274.2 

27 

377.3 

41 

194.0 

5.2 

28.7 

114 

67.7 

ELOATINC  POINT  SYSTEMS  (tO) 

11.9 

-15 

25565.6 

7 

18699.6 

10 

58.5 

-17 

125.8 

20.3 

-14.6 

NM 

NEG 

HEWLETT-PACKARD  (10) 

1269.0 

20 

13357.9 

22 

10852.4 

22 

11899.0 

21 

125.3 

10.7 

1151.0 

1 

110.3 

NTERNATIONAL  BUSINESS  MACHINES 

5201.0 

18 

13571.8 

21 

10726.2 

23 

62710.0 

5 

163.6 

8.3 

6645.0 

-26 

78.3 

MAI  BASIC  EOUR  (9) 

9.8 

-12 

2645.8 

35 

3580.7 

35 

396.9 

-6 

107.3 

2.5 

^6.4 

NM 

NEG 

NBI  (6) 

13.0 

-10 

12690.4 

23 

6666.8 

32 

100.2 

-27 

97.9 

13.0 

-27.8 

NM 

NEG 

NCR 

446.0 

7 

7964.3 

32 

6130.7 

34 

5956.0 

-1 

106.4 

7.5 

759.0 

-6 

58.8 

PYRAMID  TECHNOLOGY  (9) 

14.6 

20 

20174.3 

14 

21901.5 

8 

103.9 

30 

143.7 

14.0 

1 1.6 

12 

125.5 

QANTEL  (4) 

6.8 

-16 

17027.5 

17 

19030.1 

9 

50.5 

-13 

126.2 

13.5 

-2.7 

NM 

NEG 

SEQUENT  COMPUTER  SYSTEMS 

15.9 

74 

14804.1 

18 

18039.0 

14 

145.6 

91 

135.8 

10.9 

18.5 

158 

85.8 

SILICON  GRAPHICS  (6) 

31.4 

30 

21149.7 

12 

22465.4 

7 

263.8 

73 

177.9 

11.9 

16.4 

-A 

191.1 

STAR  TECHNOLOGIES  (3) 

7.9 

70 

31156.9 

2 

30095.4 

1 

39.0 

9 

153.0 

20.4 

-AA 

NM 

NEG 

STRATUS  COMPUTER 

47.0 

47 

21894.3 

10 

16755.7 

17 

341.3 

29 

159.0 

13.8 

55.3 

21 

85.0 

SUN  MICROSYSTEMS  (6) 

234.1 

67 

22933.6 

9 

18598.6 

11 

1765.4 

68 

172.9 

13.3 

78.0 

-30 

300.1 

TANDEM  COMPUTERS  (9) 

203.5 

20 

21315.4 

11 

16921.4 

16 

1632.5 

24 

171.0 

12.5 

186.3 

28 

109.2 

TANDON 

10.9 

-21 

11377.4 

27 

6716.4 

31 

377.9 

22 

396.1 

2.9 

-3.7 

NM 

NEG 

TERADATA  (6) 

18.9 

59 

18928.1 

15 

18051.0 

13 

137.4 

54 

137.3 

13.8 

17.1 

23 

110.7 

UNISYS 

781.5 

10 

9495.7 

31 

6562.9 

33 

10096.9 

2 

122.7 

7.7 

-554.3 

NM 

NEG 

WANG  LABORATORIES  (6) 

282.5 

10 

10542.6 

28 

7606.6 

29 

2868.8 

-2 

107.1 

9.8 

-262.7 

NM 

NEG 

ZENITH  ELECTRONICS 

51.4 

-13 

1606.3 

36 

2591.7 

36 

1548.9 

11 

48.4 

3.3 

-16.8 

NM 

NEG 

If    A    T    I    S    T    1    C  S 


R&D  SCOREBOARD 


CQMPAHY 


R&D  EXPENSES 


SALES 


PROFITS 


CHiNGE 

PER  EMPLOYEE 

.CHANGE 
FROM 
1988 

% 

RSD 

CHANGE 

RSD 

1989 
$  MIL 

FROM 
1988 

% 

1989 

S 

1989 
RANK 

AVG. 
1985-89 
$ 

AVC. 
1985-89 
RANK 

1989 
$  MIL. 

PER 
EMPLOYEE 
$  IHOUS. 

AS  % 

OF 
SALES 

1989 
$  MIL. 

FROM 
1988 

% 

AS  % 

OF 
PROFITS 

!1MI 
IIKIliK 

DATA  PROCESSING 

lilidlil 

mm 

GROUP  COMPOSITE 

177.4 

22 

4197.7 

4492.9 

3271.6 

12 

77.0 

5.4 

411.1 

8 

43.2 

liim 

ACXIOM  (3) 

3.1 

2 

2187.2 

10 

3177.4 

8 

74.3 

32 

52.9 

4.1 

6.0 

4 

51.0 

m 

AMERICAN  MANAGEMENT  SYSTEMS 

12.2 

-5 

4518.9 

5 

4076.0 

6 

225.3 

6 

83.4 

5.4 

9.5 

-10 

128.7 

AUTOMATIC  DATA  PROCESSING  (6) 

86.0 

19 

4095.1 

7 

2795.5 

9 

1677.7 

8 

79.9 

5.1 

271.8 

7 

31.6 

G80UPC 

COMPUTER  LANGUAGE  RESEARCH 

3.5 

26 

1883.2 

1 1 

61 28.8 

4 

126.1 

7 

68.8 

2.7 

0.6 

MM 

582.8 

iWlil 

iiiii 

CYCARE  SYSTEMS 

2.8 

-14 

2224.3 

9 

2434.3 

11 

84.5 

2 

67.2 

3.3 

4.9 

417 

57.0 

EPSIION  DATA  MANAGEMENT  (5) 

2.0 

1 

4297.2 

6 

2739.5 

10 

51.2 

3 

108.7 

4.0 

-1.2 

NM 

NEG 

imiiiii 

FISERV 

24.0 

60 

10434.8 

2 

5890.3 

5 

164.0 

31 

71.3 

14.6 

18.5 

22 

130.1 

liiiii'i 

GTECH  (2) 

7.5 

3 1 

5265.0 

4 

6562.9 

3 

140.6 

1 

99.4 

5.3 

11.0 

-41 

67.7 

IIIIDISI 

MPSI  SYSTEMS  (9) 

8.7 

25 

12229.7 

1 

8690.2 

1 

51.5 

41 

72.1 

17.0 

-4.7 

NM 

NEG 

mil  1 

NATIONAL  DATA  (5) 

1.7 

19 

372.4 

12 

418.6 

12 

227.5 

28 

50.6 

0.7 

31.5 

23 

5.3 

iiiii 

SUNGARD  DATA  SYSTEMS 

15.3 

55 

9573.8 

3 

7736.1 

2 

201.1 

22 

125.7 

7.6 

28.3 

15 

54.2 

[lit! 

SYSTEMATICS  (5) 

9.5 

5 

3408.6 

8 

3270.8 

7 

206.8 

15 

74.4 

4.6 

30,2 

21 

31.4 

SYSTEMS  &  COMPUTER  TECHNOLOGIES  (9) 

1.2 

-36 

NA 

NR 

NA 

NR 

41.0 

18 

NA 

3.0 

4.9 

NM 

25.0 

tllllll!! 

(tllil 

IQj  DISK  &  TAPE  DRIVES 

nil!  i 

GROUP  COMPOSITE 

365.3 

21 

5021.4 

7396.6 

5700.5 

17 

78.4 

6.4 

69.5 

NM 

455.4 

IIIIIVI 

APPLIED  MAGNETICS  (9) 

25.4 

12 

3215.9 

17 

3417.9 

15 

314.1 

7 

39.8 

8.1 

1,5 

-94 

1680.3 

Mil  il 
MIIK 

ARCHIVE  (9) 

12.4 

63 

7444.5 

1 2 

6339.3 

11 

181.4 

48 

108.8 

6.8 

22,1 

62 

56.3 

ININII 

CIPHER  DATA  PRODUCTS  (6) 

19.6 

1 3 

841 1.4 

8 

8572.7 

6 

217.8 

17 

93.4 

9.0 

13.8 

9 

142.2 

CMS  ENHANCEMENTS  (6) 

1.9 

50 

3763.1 

1 5 

3426.5 

14 

200.4 

32 

389.1 

1.0 

7.5 

127 

26.0 

Bli 

COMPUTER  &  COMMUNICATIONS  TECHNOLOGY 

3.2 

-18 

1645.6 

19 

1815.5 

19 

61.2 

-43 

31.4 

5.2 

-17.2 

NM 

NEG 

lllitKIII 
■til 

CONNER  PERIPHERALS 

39.7 

361 

7484.5 

1 1 

4399.0 

13 

704.9 

175 

133.1 

5.6 

56.8 

108 

69.8 

IIIII  m 

EXABYTE 

7.4 

107 

17652.4 

2 

17652.4 

2 

88.7 

184 

211.1 

8.4 

19.4 

591 

38.3 

liilUi'i 

HUTCHINSON  TECHNOLOGIES  (9) 

10.8 

36 

4642.9 

14 

3355.3 

16 

92.3 

-19 

39,7 

1 1.7 

-8.9 

NM 

NEG 

IOMEGA 

11.1 

11 

10727.7 

6 

7971.0 

8 

109.0 

-2 

105.6 

10.2 

11.5 

30 

96.2 

MIIEII 

nmifi 

K0MA6 

4.6 

32 

3472.6 

16 

3310.0 

17 

84.6 

1 

63.6 

5.5 

-8.0 

NM 

NEG 

mil  11 

MASSTOR  SYSTEMS 

2.0 

-26 

8371.9 

9 

1 1 291.2 

4 

55.2 

45 

227.9 

3.7 

1.9 

NM 

104.1 

MAXTOR  (3) 

23.5 

-2 

5989.8 

13 

5929.3 

12 

351.0 

29 

89.3 

6.7 

6.6 

-64 

356.5 

<ll  UK  1 

MICROPOLIS 

23.4 

-17 

8082.4 

10 

7153.3 

10 

307.3 

-13 

106.0 

7.6 

-59.6 

NM 

NEG 

Will 

llltlllll 

PRIAM  (6) 

8.0 

-8 

1 3040.9 

4 

1  3041 ,1 

3 

122.7 

-14 

200.8 

6.5 

-25.4 

NM 

NEG 

mil 

QUANTUM  (3) 

16.8 

39 

31645.9 

1 

19501.1 

1 

208.0 

10 

391.7 

8.1 

17.6 

NM 

95.7 

REXON  (9) 

8.6 

38 

12128.5 

5 

8277.5 

7 

146.8 

2 

207.3 

5.9 

11.3 

-15 

75.8 

\i\\m 

\\M\m 

SEAGATE  TECHNOLOGY  (6) 

51.1 

2 

1762.6 

18 

2354.2 

18 

1371.6 

8 

47.3 

3.7 

0.5 

NM 

NM 

'mm 

miiiK 

STORAGE  TECHNOLOGY 

85.7 

17 

9213.2 

7 

7762.9 

9 

982.5 

11 

105.6 

8.7 

38.5 

20 

222.3 

SYSTEM  INDUSTRIES  (7) 

10.0 

9 

13309.7 

3 

10359.9 

5 

101.1 

-25 

134.9 

9.9 

-20.4 

NM 

NEG 

illllH  it 

iiiiim  ( 

IQa  PERIPHERALS  &  OTHER 

iviyMII 

GROUP  COMPOSITE 

973.5 

1 

6668.1 

8783.0 

20423.4 

8 

139.9 

4.8 

1 300.5 

NM 

74.9 

IRil  ( 

AM  INTERNATIONAL  (7) 

11.9 

-7 

1  578.2 

22 

1460.2 

23 

850.6 

4 

113.1 

1.4 

32.5 

235 

36.5 

jinilD  rr 

BANCTEC  (3) 

8.9 

33 

4582.1 

17 

7900.5 

11 

123.5 

32 

63.3 

7.2 

8.6 

14 

103.5 

CHERRY  (2) 

7.6 

23 

2336.6 

21 

1887.7 

21 

213.6 

10 

65.4 

3.6 

8.6 

-46 

88.2 

miiHN 

DATA  TRANSLATION  (It) 

3.6 

0 

15195.8 

3 

1 2700.8 

5 

42.0 

9 

174.9 

8.7 

3.7 

-16 

98.3 

lllKll 

DATAPRODUCTS  (3) 

26.1 

-2 

7453.1 

12 

6777.0 

15 

353.4 

2 

101.0 

7.4 

5.8 

NM 

449.8 

1111  III! 

lIllIA 

DISTRIBUTED  LOGIC  (10) 

2.8 

-1 1 

9090.0 

10 

14804.3 

3 

51.5 

0 

165.5 

5.5 

0.1 

NM 

2479.8 

EMC 

1 1.6 

14 

12390.0 

8 

1 1084.9 

6 

132.3 

7 

141.3 

8.8 

-26.1 

NM 

NEG 

91  ill 

GENICOM 

4.4 

-59 

1350.1 

23 

1881.4 

22 

256.9 

-12 

78.8 

1.7 

-28.4 

NM 

NEG 

mil  III! 

iNTERMEC  (3) 

8.3 

17 

7560.9 

11 

7845.8 

12 

131.1 

40 

119.2 

6.3 

11.4 

64 

73.3 

I'liiiim 

KEY  TRONIC  (6) 

5.9 

-23 

2520.9 

20 

3908.4 

19 

145.9 

7 

62.1 

4.1 

3.3 

NM 

182.1 

MILTOPE  GROUP 

5.3 

6 

6053.4 

15 

6868.2 

13 

94.4 

38 

107.3 

5.6 

-3.6 

NM 

NEG 

KIIIIU 

MYLEX 

1.8 

210 

13894.7 

5 

8959.7 

9 

40.1 

44 

301.5 

4.6 

2.8 

-38 

66.3 

iiiiiiiti 

»jATIONAL  COMPUTER  SYSTEMS  (t) 

7.1 

42 

2592.4 

19 

2738.2 

20 

284.2 

17 

103.3 

2.5 

11.5 

-52 

61.9 

91 

PRmiRONIX  (3) 

10.9 

12 

7139.9 

14 

6706.5 

16 

134.8 

8 

88.1 

8.1 

-6.4 

NM 

NEG 

mm 

QMS  (9) 

5.5 

-5 

4788.0 

16 

5711.8 

18 

215.8 

16 

187.5 

2.6 

12.4 

NM 

44.4 

'I'iiiiii 

SCAH  OPTICS 

6.0 

-10 

13526.9 

7 

10649.3 

7 

41.3 

-13 

92.5 

14.6 

-18.3 

NM 

NEG 

I'liiiiii 

SIGMA  DESIGNS  (t) 

2.7 

27 

15539.8 

6 

11298.6 

8 

76.2 

4 

433.2 

3.6 

13.9 

2 

19.7 

Jiiiiti 

214 


BUSINESS  WEEK 


NNOVATION  1990 


lOMPANY  H&n  EXPENSES  SALES  PROFITS 


CHANCE   PER  tHPlOYEt                                    (hjn6{  RsD                     CHiNGt  RSD 

FROM                              iVC.        tVG.                        FROM  PER  iS  %                      FROM  IS  % 

1989      1988       1989      1989    t98S-89    1985-89  1989       1988  EMPLOYEE     OF  1989      1988  OF 

$  Mil.      %           $        RANK        $         RANK  $  Mil.        %  $  INCUS.  SALES  $  MIL.       %  PROFITS 


SUMMACRAPHICS  (5) 

2.8 

24 

1 4237.4 

4 

1 2702.8 

4 

d3  7 

LL 

ZZU.O 

O.J 

7  1 

44 

39  9 

SYMBOL  TECHNOLOGIES 

7.7 

69 

4266.7 

18 

5820.0 

17 

222.3 

150 

123.5 

3.5 

31.6 

3 

24.3 

SYMBOLICS  (6) 

9.6 

-A] 

2121 1.9 

2 

23303.3 

2 

67.2 

-1 7 

1 48.4 

14.3 

2.0 

NM 

476.4 

lELEVIDEO  SYSTEMS  (tO) 

4.5 

-31 

10525.8 

9 

8751.3 

10 

47.4 

-39 

11 1.3 

9.5 

-22.8 

NM 

NEG 

WEITEX 

9.1 

20 

43084.9 

1 

44400.9 

1 

49.2 

40 

232.1 

18.6 

10.8 

96 

84.6 

XEROX 

809.0 

2 

7262.1 

13 

6786.0 

14 

1 6806.0 

7 

150.9 

4.8 

1 240.0 

51 

65.2 

SOFTWARE  &  SERVICES 

ROUP  COMPOSITE 

819.6 

40 

20431.1 

17879.3 

6218.7 

31 

155.0 

13.2 

1129.4 

40 

72.6 

ADOBE  SYSTEMS  (11) 

13.4 

84 

35107.0 

3 

29357.0 

4 

121.4 

45 

316.9 

11.1 

54.9 

53 

24.5 

ALDUS 

10.3 

3 

20182.3 

18 

12739.2 

24 

87.9 

1 1 

172.3 

1 1.7 

22.8 

7 

45.2 

AMERICAN  SOFTWARE  (4) 

2.4 

13 

4207.3 

31 

10007.1 

30 

71.6 

32 

124.8 

3.4 

23.0 

38 

10.5 

ASHTONTATE 

68.7 

30 

48008.4 

1 

27443.2 

7 

265.3 

-14 

185.5 

25.9 

-31.6 

NM 

NEG 

AUTODESK  (1) 

10.9 

52 

18960.1 

20 

12796.0 

23 

117.3 

48 

203.7 

9.3 

54.2 

55 

20.2 

BOOLE  S  BABBACE  (9) 

5.2 

6 

9990.4 

29 

14219.5 

21 

74.8 

32 

143.8 

6.9 

6.6 

-14 

78.6 

BORLAND  INTERNATIONAL  (3) 

14.3 

58 

29018.2 

8 

21510.7 

15 

90.6 

1 1 

183.3 

1  5.8 

-3.6 

NM 

NEG 

CADENCE  DESIGN  SYSTEMS 

29.4 

107 

30036.8 

7 

28034.5 

5 

142.8 

82 

146.1 

20.6 

42.3 

81 

69.4 

COMPUTER  ASSOCIATtS  INTERNATIONAL  (3) 

133.5 

64 

21267.5 

16 

16347.8 

19 

1030.2 

45 

164.2 

13.0 

268.4 

58 

49.7 

COMSHARE  (6) 

3.0 

-13 

3613.6 

32 

4611.6 

32 

88.1 

12 

105.4 

3.4 

7.7 

128 

39.2 

CONTINUUM  (3) 

19.3 

10 

28341.2 

10 

27093.8 

8 

66.1 

10 

97.3 

29.1 

1.9 

-53 

1021.8 

EVANS  i  SUTHERLAND  COMPUTER 

35.6 

-4 

27408.5 

1 1 

23094.1 

13 

1  38.6 

7 

106.6 

25.7 

-1.3 

NM 

NEG 

HATHAWAY  (6) 

7.1 

16 

14227.4 

23 

10067.8 

29 

49.3 

7 

99.2 

14.3 

-1.6 

NM 

NEG 

HOGAN  SYSTEMS  (3) 

11.6 

-1 

30521.0 

6 

30479.9 

3 

48.0 

1 1 

126.4 

24.1 

0.9 

-60 

1231.2 

NDEX  TECHNOLOGY 

7.0 

11 

21530.7 

1  5 

24463.6 

9 

38.0 

28 

116.5 

18.5 

3.4 

-23 

208.6 

NfORMIX 

11.1 

42 

9398.1 

30 

9440.2 

31 

145.0 

40 

122.6 

7.7 

10.1 

NM 

109.8 

NCRES  (6) 

24.5 

67 

22300.0 

14 

20125.0 

16 

130.7 

50 

118.8 

18.8 

10.2 

-18 

240.5 

NTERMETRICS  (2) 

1.2 

36 

2034.4 

33 

1593.3 

33 

49.6 

5 

85.3 

2.4 

3.4 

37 

34.7 

LOGICON  (3) 

2.1 

4 

803.4 

34 

599.6 

34 

231.4 

6 

90.6 

0.9 

15.7 

7 

13.0 

LOTUS  DEVELOPMENT 

94.3 

13 

33693.9 

5 

27555.6 

6 

556.0 

19 

198.6 

17.0 

85.0 

6 

111.1 

MacNEAL-SCHWENDLER  (1) 

7.0 

30 

28595.9 

9 

24014.4 

11 

39.9 

15 

162.7 

17.6 

13.6 

-10 

51.6 

McDIAGENIC  (3) 

3.1 

-14 

12247.1 

27 

23829.5 

12 

60.6 

34 

237.7 

5.2 

1.5 

-61 

207.9 

MICROSOFT  (6) 

110.2 

58 

27302.4 

12 

21638.7 

14 

803.5 

36 

199.0 

13.7 

250.8 

37 

43.9 

NOVELL  (10) 

42.8 

74 

20227.4 

1 7 

10524.5 

28 

421 .9 

22 

1 99.5 

10.1 

77. 1 

38 

55.5 

ON-LINE  SOFTWARE  INTERNATIONAL  (S) 

13.6 

3 

19891.6 

19 

19499.5 

18 

82.1 

1 

120.3 

16.5 

-1.4 

NM 

NEG 

ORACLE  SYSTEMS  (5) 

52.6 

104 

12673.6 

26 

11054.8 

27 

583.7 

107 

140.7 

9.0 

120.2 

85 

43.7 

PANSOPHIC  SYSTEMS  (4) 

16.8 

21 

11067.0 

28 

11088.1 

26 

190.3 

15 

125.0 

8.9 

27.7 

21 

60.9 

'HOcNIX  TtCHNOLOulES  (9) 

14.9 

46 

46431.2 

2 

40068.3 

1 

52.6 

18 

164.5 

28.2 

-8.5 

NM 

NEG 

SOFTWARE  PUBLISHING  (9) 

16.2 

37 

34031.5 

4 

33490.1 

2 

103.5 

42 

21 7.4 

1 5.7 

26.8 

26 

60.4 

STRUCTURAL  DYNAMICS  RESEARCH 

11.2 

41 

13993.8 

24 

11431.6 

25 

93.6 

24 

116.6 

12.0 

15.2 

64 

74.1 

SYMANTEC  (3) 

6.4 

NA 

24185.6 

1  3 

24185.6 

10 

39.9 

178 

151.1 

16.0 

4.1 

NM 

155.5 

SYSTEM  SOFTWARE  ASSOCIATES  (10) 

5.8 

60 

13751.8 

25 

13469.2 

22 

95.0 

54 

226.6 

6.1 

18.0 

84 

32.1 

SYSTEMS  CENTER 

8.7 

35 

17802.4 

21 

15672.6 

20 

66.2 

28 

134.9 

13.2 

13.7 

33 

63.9 

WORDSTAR  INTERNATIONAL  (8) 

5.3 

5 

14857.9 

22 

19684.2 

17 

43.2 

2 

120.2 

12.4 

-1.6 

NM 

NEG 

SYSTEM  DESIGN 

■ROUP  COMPOSITE 

603.6 

14 

13243.6 

11970.5 

5983.2 

8 

129.0 

10.1 

-268.0 

NM 

NEG 

ASK  COMPUTER  SYSTEMS  (6) 

13.4 

13 

16756.5 

7 

1 5694.0 

7 

186.3 

31 

232.6 

7.2 

21.0 

36 

63.8 

AUTO-TROL  TECHNOLOGY  (9) 

8.2 

1 

10839.5 

12 

12846.0 

9 

77.4 

-1 

101.8 

10.6 

-2.4 

NM 

NEG 

BOLT  BERANEK  S  NEWMAN  (6) 

24.6 

69 

8735.8 

15 

5286.1 

23 

291.6 

-4 

103.4 

8.5 

-47.8 

NM 

NEG 

CERNER 

3.1 

28 

8709.1 

16 

7497.5 

18 

56.7 

39 

157.1 

5.5 

5.6 

8 

56.4 

CPT  (6) 

3.4 

-26 

12646.6 

10 

9508.8 

13 

63.6 

-32 

239.0 

5.3 

-25.8 

NM 

NEG 

DAISY  SYSTEMS  (9) 

62.5 

201 

51812.8 

1 

31712.2 

1 

153.7 

31 

127.4 

40.7 

-138.6 

NM 

NEG 

DATAPOINT  (7) 

15.6 

-21 

6364.7 

22 

7857.2 

16 

312.5 

-6 

127.5 

5.0 

-28.6 

NM 

NEG 

DR  HOLDINGS 

173.2 

-7 

16233.7 

8 

12697.6 

10 

1517.9 

NA 

142.3 

11.4 

-322.0 

NA 

NEG 

GENERAL  AUTOMATION  (6) 

2.1 

-35 

6620  4 

1  1 
Z  1 

O  1  3Z.U 

z  1 

4 1 .4 

1  0 

1 27.9 

5.2 

-1 .6 

NM 

NEG 

GERBER  SCIENTIFIC  (4) 

20.2 

18 

NA 

NR 

NA 

NR 

299.3 

13 

NA 

6.7 

50.9 

11 

39.7 

HBO 

12.3 

22 

6774.5 

20 

6742.4 

19 

203.6 

9 

112.0 

6.1 

23.5 

23 

52.5 

INTERGRAPH 

91.5 

11 

11156.8 

11 

10828.8 

12 

860.1 

7 

104.9 

10.6 

119.4 

-14 

76.6 

INTERLEAF  (3) 

10.7 

51 

14013.1 

9 

14554.2 

8 

82.8 

42 

108.6 

12.9 

1.5 

-80 

698.8 

IVERSON  TECHNOLOGY 

1.9 

2 

7021.7 

18 

8543.9 

15 

60.3 

40 

218.4 

3.2 

2.4 

12 

79.5 

LANDMARK  GRAPHICS  (6) 

6.2 

59 

28435.8 

2 

27342.0 

2 

41.4 

71 

189.8 

15.0 

6.7 

885 

92.1 
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STATISTICS 


COMPANY 


R&D  EXPENSES 


R&D  SCOREBOARD 


SALES 


PROFITS 


CHANGE 

PER  EMPLOYEE 

CMANGE 

RSD 

CHANGE 

RSD 

FROM 

iVC. 

iVO. 

FROM 

PER 

AS  % 

FROM 

AS  % 

1989 

1988 

1989 

1989 

1985-89 

1985-89 

1989 

1988 

EMPLOYEE 

OF 

1989 

1988 

OF 

$  MIL. 

% 

s 

RANK 

S 

RANK 

$  MIL. 

% 

$  THOUS. 

SALES 

$  MIL. 

% 

PROrIT) 

MENTOR  GRAPHICS 

50.9 

51 

24074.7 

5 

20196.7 

4 

380.0 

26 

179.6 

13.4 

66.2 

31 

76.9 

RECOGNITION  EQUIPMENT  (10) 

6.5 

-24 

2560.6 

24 

3404.1 

24 

255.9 

-2 

100.7 

2.5 

-37.3 

NM 

NEG 

SHARED  MEDICAL  SVSTEMS 

34.4 

-8 

8814.8 

14 

8958.3 

14 

388.5 

3 

99.5 

8.9 

27.0 

-40 

127.2 

SYNTREX  (10) 

3.0 

-30 

7062.1 

17 

7761.8 

17 

43.7 

-23 

104.3 

6.8 

-6.6 

NM 

NEG 

TRIAD  SYSTEMS  (9) 

8.5 

4 

6187.2 

23 

6028.6 

22 

148.0 

9 

107.8 

5.7 

10.0 

-26 

85.0 

ULTIMATE  (4) 

6.7 

22 

10229.0 

13 

11794.3 

11 

199.9 

-A 

305.1 

3.4 

-22.2 

NM 

NEG 

VALID  LOGIC  SYSTEMS 

25.4 

29 

26152.1 

3 

19770.9 

5 

173.9 

23 

178.7 

14.6 

1 1.1 

31 

229.7 

VITALINK  COMMUNICATIONS  (9) 

6.2 

38 

21342.6 

6 

17606.9 

6 

57.2 

53 

197.8 

10.8 

20.9 

87 

29.5 

WICAT  SYSTEMS  (3) 

3.3 

-7 

6955.7 

19 

6204.6 

20 

41.3 

5 

87.2 

8.0 

-2.8 

NM 

NEG 

XYVISION  (3) 

9.6 

23 

25396.8 

4 

21286.0 

3 

46.3 

33 

122.5 

20.7 

1.4 

NM 

701.8 

IQ  PAPER  & 

FOREST 

PRODUCTS 

INDUSTRY  COMPOSITE 

432.3 

3 

1833.2 

1647.0 

41724.6 

8 

177.0 

1.0 

4041.2 

-12 

10.7 

BOISE  CASCADE 

11.1 

17 

570.3 

9 

413.2 

9 

4338.0 

6 

222.0 

0.3 

436.9 

-9 

2.6 

CONSOLIDATED  PAPERS 

4.5 

6 

986.2 

8 

1055.0 

8 

952.5 

6 

208.7 

0.5 

263.4 

11 

1.7 

JAMES  RIVER  CORP.  OF  VIRGINIA  (4) 

56.5 

24 

1345.2 

7 

1 1 40.4 

7 

5871.8 

15 

139.8 

1.0 

441.3 

17 

12.8 

KIMBERLY-CLARK 

118.0 

6 

2975.0 

1 

2970.7 

1 

5733.6 

6 

144.6 

2.1 

680.1 

8 

17.4 

MEAD 

34.9 

-35 

1600.9 

5 

1913.5 

4 

4612.1 

3 

21 1.6 

0.8 

315.8 

-Ad 

11.1 

SCOTT  PAPER 

63.7 

-2 

2166.7 

3 

2134.4 

3 

5065.6 

7 

172.3 

1.3 

547.8 

-15 

11.6 

UNION  CAMP 

47.6 

8 

2552.8 

2 

2214.4 

2 

2761.3 

4 

148.1 

1.7 

469.3 

0 

10.1 

WESTVACO  (10) 

31.2 

7 

2082.6 

4 

1799.7 

5 

2284.1 

7 

152.7 

1.4 

372.6 

19 

8.4 

WEYERHAEUSER 

64.8 

13 

1432.1 

6 

1181.5 

6 

10105.6 

8 

223.5 

0.6 

514.1 

^0 

12.6 

■n  PUBLISHING 

&  BROADCASTING 

INDUSTRY  COMPOSITE 

3.3 

31 

1299.3 

1419.7 

317.3 

20 

126.6 

1.0 

53.5 

4 

6.1 

EMMIS  BROADCASTING  (2) 

1.2 

26 

1493.1 

2 

1479.3 

2 

74.6 

27 

94.0 

1.6 

-3.7 

NM 

NEG 

FINANCIAL  NEWS  NETWORK  (6) 

1.1 

68 

3370.6 

1 

3370.6 

1 

43.9 

NA 

140.2 

2.4 

8.0 

NA 

13.2 

TOPPS  (2) 

1.0 

10 

726.4 

3 

709.9 

3 

198.8 

18 

142.0 

0.5 

49.2 

4 

2.1 

IQ  SERVICE 

INDUSTRIES 

INDUSTRY  COMPOSITE 

142.4 

3 

700.5 

1297.6 

12739.9 

10 

64.6 

1.1 

662.2 

IS 

21.5 

ARITECH 

4.5 

23 

4152.1 

1 

3182.0 

4 

134.7 

-12 

125.7 

3.3 

7.2 

34 

62.1 

BANNER  INDUSTRIES  (6) 

3.0 

7 

491.8 

19 

163.9 

22 

433.0 

16 

71.0 

0.7 

83.1 

NM 

3.6 

BORG-WARNER 

25.0 

-24 

332.0 

21 

688.9 

14 

Z/  1  J.O 

4 

1  1 

0  /  .u 

NM 

J  / .  J 

BUTLER  MFG. 

2.1 

-9 

576.3 

17 

825.3 

11 

1  n 

-  1  u 

1  J7.Z 

1  0  0 

~  LL 

10  9 

CALGON  CARBON 

4.7 

6 

3558.3 

3 

3727.6 

2 

253.4 

12 

190.7 

1.9 

55.4 

14 

8.5 

DRAVO 

2.8 

65 

1615.7 

7 

568.0 

17 

279.5 

2 

161.3 

1.0 

17.8 

11 

15.8 

DYNAMICS  RESEARCH 

1.0 

0 

802.6 

12 

747.2 

12 

OD  C 
00.3 

C 

-J 

713 

1  1 
1  .  1 

->.o 

1  0 
-  1  z 

1  /.Z 

EG&G 

18.5 

-8 

616.7 

15 

731.9 

13 

1  iC  C  A  T 
1  ojyJ.Z. 

1  7 
1  / 

3  J.U 

1  1 
1  .  1 

QQ  Q 

z 

1  ft 

1  Q.J 

fOSTER  WHEELER 

5.4 

35 

658.9 

13 

637.0 

16 

1243.2 

18 

151.7 

0.4 

42.3 

-2 

12.8 

OiLBeRi  ASSOCIATES 

1.8 

4 

558.1 

18 

427.1 

20 

250.8 

0 

76.3 

0.7 

18.3 

14 

10.0 

Oi?(  iSTSRNATIONAL  (6) 

1.2 

126 

815.7 

11 

1055.1 

8 

1 29.3 

-4 

QQ  ") 

1  /; 

KIM 
IN  11 

INtvj 

INFfit'H.'.iiON  RESOURCES 

2.2 

4 

896.6 

10 

1567.8 

6 

1 36.4 

1 6 

KA  7 

1 .6 

-3.0 

KIM 
INI  I 

INfo 

MARlEII.*  -9) 

2.0 

27 

3511.6 

4 

5076,7 

1 

46.2 

88 

82.7 

4.2 

4.4 

46 

44.9 

MARKET  fa  S 

1.7 

14 

1632.2 

6 

1319.0 

7 

39.0 

3 

38.5 

4.2 

1.6 

5 

103.9 

MLX 

2.6 

NA 

1 188.4 

9 

989.9 

9 

462.0 

6 

208.8 

0.6 

-1 2.3 

NM 

NEG 

NATIONAL  E'  [HION 

18.0 

6 

3600.0 

2 

3434.6 

3 

400.8 

-1 2 

80.2 

4.5 

-YJ.l 

NM 

NEG 

NATIONAL  P    ■ 'T  DEVELOPMENT 

7.2 

-7 

NA 

NR 

NA 

NR 

268.2 

7 

NA 

2.7 

-20.0 

NM 

NEG 

PREMIER  INl-J'Ti'lAL  (5) 

2.9 

0 

604.2 

16 

668.6 

15 

596.1 

13 

124.2 

0.5 

110.5 

7 

2.6 

RPC  ENERGY  iEi! 'KES 

1.5 

NA 

1449.4 

8 

967.0 

10 

104.0 

-11 

98.4 

1.5 

9.9 

16 

15.5 

SCIENCE  APPllC«)i«(IS  !1) 

6.7 

34 

652.6 

14 

506.8 

18 

863.2 

25 

83.8 

0.8 

42.3 

9 

15.9 

THERMO  ELECTRON 

17.2 

25 

3473.1 

5 

2645.2 

5 

579.0 

16 

116.6 

3.0 

37.4 

27 

46.1 

VOLT  INFORMATION  SCIENCES  (10) 

7.0 

47 

408.6 

20 

439.7 

19 

493.4 

7 

28.7 

1.4 

9.5 

138 

74.2 

WHEELABRATOR  TECHNOLOGIES 

3.3 

47 

325.7 

22 

276.9 

21 

1492.9 

23 

149.3 

0.2 

106.1 

63 

3.1 
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OMPANY 


R&D  EXPENSES 


SALES 


PROFITS 


CHANCE   PtB  EMPIOYEE                                  (h*N6E  RiD                    CHANCE  RSD 

FROM                              iVe.        AVC.                        FROM  PER  AS  %                      FROM  AS  % 

1989      1988       1989      1989    1985-89   1985-89  1989       1988  EMPLOYEE     OF  1989      1988  OF 

$MIL.      %           $        RAHK        $         RANK  $  MIL.        %  $  IHOUS.  SALES  $  MIL.       %  PROFITS 


TELECOMMUNICATIONS 


»IDUSTRY  COMPOSITE 

3304.0 

3 

5797.1 

9299.2 

70558.5 

4 

123.8 

4.7 

7413.0 

-9 

44.6 

\H  TELECOMMUNICATIONS  (10) 

17.4 

0 

9156.1 

13 

8497.5 

1 3 

1 96.4 

9 

103.6 

8.8 

26.2 

5 

66.1 

ZD  JZ.U 

D 

1  z 

7927  8 

1 4 

36112  0 

1 27  4 

7  3 

3992.0 

NM 

66.4 

OMDIAl 

4.2 

5 

3864.6 

20 

2268.0 

22 

81.4 

-8 

74.5 

5.2 

-1.6 

NM 

NEG 

OMMUNICATIONS  SATELLITE 

15.5 

11 

1 1045.0 

9 

10602.4 

9 

411.5 

15 

294.2 

3.8 

91.2 

7 

17.0 

)AVOX 

3.8 

-9 

16497.8 

4 

13998.5 

5 

36.3 

0 

1 55.8 

10.6 

-2.0 

NM 

NEG 

-L 

1 5048  1 
1  jZHO.  1 

-J 

17732  3 

429  7 

27 

1 29  6 

10  2 

44  4 

82 

99.0 

XECUTONE  INFORMATION  SYSTEMS 

6.8 

NA 

281  5.8 

21 

281  5.8 

21 

287.5 

NA 

119.8 

2.4 

1.1 

NA 

643.6 

jENERAL  DATACOMM  INDUSTRIES  (9) 

21.6 

-7 

10271.1 

1 1 

8702.2 

12 

201.2 

3 

95.5 

10.8 

-10.1 

NM 

NEG 

iRAPHIC  SCANNING  (6) 

3.0 

14 

2612.9 

23 

1915.4 

23 

89.9 

0 

77.5 

3.4 

-31.0 

NM 

NEG 

;tf 

/O  I  .u 

c 
-J 

1  /  /  O.J 

ZT 

1 746  8 

24 

1 7424  3 

110  3 

1  6 

21 92  9 

1 3 

12  8 

NFOTRON  SYSTEMS 

9.9 

-5 

10799.6 

10 

10368.7 

10 

94.1 

-1 

102.5 

10.5 

3.1 

-27 

319.1 

NTEILICAIL 

2.0 

185 

5341.4 

18 

3541.3 

19 

101.5 

168 

272.9 

2.0 

6.1 

45 

32.8 

NTER-TEL 

3.1 

24 

7296.5 

17 

5887.9 

16 

61.6 

-2 

144.9 

5.0 

0.9 

-72 

364.4 

iPTEL  l9) 

1.4 

19 

3023.4 

21 

3104.1 

20 

39.0 

54 

82.9 

3.6 

3.9 

1 36 

36.8 

^/A-COM  (9) 

31.0 

24 

4102.0 

19 

3802.0 

18 

441.1 

4 

58.3 

7.0 

0.4 

-99 

7492.5 

4ICR0C0H  (3) 

6.7 

53 

17108.0 

3 

15757.9 

4 

59.3 

69 

152.5 

11.2 

10.6 

77 

63.0 

<VNEX 

95.1 

0 

996.9 

25 

996.9 

25 

13210.6 

4 

138.5 

0.7 

1073.5 

-36 

8.9 

)CTEl  COMMUNICATIONS  (6) 

11.0 

96 

13828.5 

5 

12650.9 

7 

87.2 

82 

109.9 

12.6 

18.7 

113 

58.6 

>ORTA  SYSTEMS 

5.1 

36 

7432.4 

16 

5810.5 

17 

62.3 

8 

91.6 

8.1 

6.2 

23 

81.0 

CIENTIFIC-ATLANTA  (6) 

30.8 

3 

8802.0 

14 

7427.9 

15 

546.8 

8 

156.2 

5.6 

56.7 

18 

54.3 

ELCO  SYSTEMS  (8) 

5.0 

-7 

1  3822.7 

6 

1  3355.5 

6 

71.2 

21 

197.2 

7.0 

3.1 

NM 

160.9 

ELEMATICS  INTERNATIONAL 

14.3 

45 

33466.0 

1 

24402.0 

1 

64.3 

18 

150.6 

22.2 

-8,6 

NM 

NEG 

ELLABS 

23.7 

34 

11662.4 

8 

9420.4 

11 

181.3 

17 

89.3 

13.1 

9.3 

-47 

253.2 

IE/COMMUNICATIONS 

9.1 

-37 

7811.6 

15 

11101.8 

8 

223.1 

-13 

191.0 

4.1 

-72.3 

NM 

NEG 

im  (6) 

6.7 

4 

19602.9 

2 

17918.5 

2 

44.9 

32 

132.1 

14.8 

-1.6 

NM 

NEG 
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A 

Ametek  7< 

Baldwin  Technology  I3( 

Burlington  Holdings  13d 

CMI  13c 

Customedix  lOb 

Dresser  Industries  9b 

Amgen  10a 

Ball  6 

Burr-Brown  7d 

CMS  Enhancements  16e 

CyCare  systems  16d 

DSC  Communications  20 

L.  Laboratories  10a 

Amoco  9  0 

Bally  Mfg.  12 

Butler  Mfg,  1» 

Coachmen  Industries  12 

Cypress  Semiconductor  7d 

DST  Systems  15 

bott  Laboratories  lOb 

AMP7d 

Banc  Tec  I6f 

BWIP  Holding  13c 

Cobe  Laboratories  10b 

D 

Du  Pont  3 

me  Electric  7a 

Anacomp  16a 

BandagSc 

Byte«  16b 

Coherent  7c 

Duracell  Holdings  7a 

me-Cleveland13b 

Analog  Devices  7d 

Banner  Industriej \t 

c 

Cohu  12 

Daisy  Systems  16b 

Dunron 13« 

uson  10b 

Analogic  7i 

Bard(C  R  )  lOb 

Colgate-Palmolive  5c 

Dallas  Semiconductor  7d 

DWG  13d 

XIOfT.  16d 

Andal  14b 

Baroid9b 

C  Cor  Electronics  7b 

Collagen  10a 

Damon  Group  10b 

Dynamics  Corp.  5a 

MC  laboratories  10b 

Andersen  Group  10b 

Barr  Laboratories  10a 

Cabletron  Systems  16b 

Colt  Holdings  1 

Dana  2b 

Dynamics  Research  19 

ams  Russell  7b 

Andrew  7b 

Base  Ten  Systems  7b 

Cabot  3 

Colt  Industries  4 

Danaher  2  b 

Dynascan7b 

aptec  16b 

Apple  Computer  16< 

Bausch  S  Lomb  10b 

Cadence  Design  16g 

Comdial  20 

Daniel  Industries  7c 

Dynatech  16b 

K  Telecomms  JO 

Applied  Biosystems  7c 

Baxter  International  10b 

Calgon  Carbon  19 

Commercial  Intertech  13c 

Data  Design  Labs.  7d 

E 

obe  Systems  16g 

Applied  Magnetics  t6e 

B-E  Holdings  13l 

California  Microwave  7b 

Communs.  Satellite  20 

Data  General  16c 

vanced  Micro  7d 

Applied  Materials  13c 

Beatrice  0 

Calumet  Industries  9a 

Compaq  Computer  16c 

Data  I/O  7< 

E-ZEmlOa 

L  Industries  7b 

Applied  Power  13c 

Becknnan  Instruments  7c 

Cambrex  3 

CompuChem  10b 

Data  Switch  16b 

Eagle  Industries  13a 

G  Industries  13a 

Archer  Daniels  Midland  8 

Becton.  Dickinson  10b 

Campbell  Soup  8 

CompuDyne  7b 

Data  Translation  161 

Eagle- Richer  Industries  2b 

P  Imaging  12 

Archive  16e 

BEI  Electronics  1 

Carlisle  2< 

Computer  &  Comms.  I6e 

Datapoint  16h 

Eastman  Kodak  12 

"way  8 

Arco  Chemical  3 

Bell  S  Howell  16o 

Carpenter  Technology  14b 

Computer  Associates  16g 

Dataproducts  16f 

Eaton  2b 

r  Products  &  Chemicals  3 

Aritech  19 

Bemis  6 

Carter  Wallace  10a 

Computer  Language  16d 

Datascope  10b 

Echlin2b 

)any  International  13d 

ARIX  16( 

Betz  Laboratories  3 

Caterpillar  13c 

Computer  Products  7a 

Davox  20 

Ecolab  5c 

coa  Ma 

Armco  14b 

Bic  13o 

CBI  Industries  9b 

Comshare  I69 

De  Soto  1 1 

EDO  7b 

dus  t6g 

Armstrong  World  Inds,  5o 

Binks  Mfg.  13< 

CenterCore  16a 

Concept  10b 

Deere  13c 

EG&G  19 

egheny  International  5a 

Ashland  Oil  9a 

Bio-Rad  Laboratories  7c 

Ceniocor  10a 

Concord  Fabrics  13d 

Dekalb  Genetics  8 

EIco  Industries  13a 

egheny  Ludlum  14b 

Ashton-Tate  I69 

Biocraft  Laboratories  10a 

Central  Sprinkler  13a 

Concurrent  Computer  16< 

Del  Laboratories  5c 

Eldec7c 

ergan  10a 

ASK  Computer  16b 

Biomet  lOb 

Cerner  16h 

Conner  Peripherals  16e 

Dell  Computer  16c 

Eldon  Industries  13a 

iant  Computer  I6< 

AST  Research  16c 

Black  S  Decker  13b 

Champion  Parts  2b 

Consolidated  Papers  17 

Dennison  Mfg  I60 

Electro  Scientific  7b 

led-Signal  4 

Asiec  Industries  13c 

Block  Drug  5c 

Charter  Power  Systems  7a 

Continuum  16g 

Detrex  3 

Electromag.  Sciences  7d 

pha  Industries  7d 

AT&T  20 

Blount  1 1 

Checkpoint  Systems  7b 

Control  Data  16c 

Dexter  3 

Electronic  Associates  7d 

)ha  Microsystems  16c 

Atari  16c 

Boeing  1 

ChemDesign  3 

Convex  Computer  16c 

DH  Technology  7d 

EMC  16f 

era  7d 

Atlantic  Richfield  9a 

Boise  Cascade  17 

Chemed  5c 

Cooper  10b 

Diagnostic  Products  lOo 

Emerson  Electric  7a 

tos  Computer  16c 

Augat  7d 

Bolar  Pharmaceutical  10a 

Chemical  Fabrics  13d 

Cooper  Tire  &  Rubber  2c 

Diagnostic/Retrieval  7b 

Emmis  Broadcasting  18 

za  lOo 

Auto-trol  Technology  16h 

Boll  Beranek  S  Newman  16h 

Cherry  161 

Coors(Adotph)5b 

Diasonics  10b 

Emulex  16b 

^^  International  16f 

Autoclave  Engineers  7c 

Boole  &  Babbage  I6g 

Chevron  9a 

Cordis  lOb 

Diebold  16a 

Engelhard  3 

ndahl  16c 

Autodesk  16g 

Borden  8 

Chips  8  Technologies  7d 

Corning  13a 

Digicon9b 

Envlrodyne  Industries  13a 

nerican  Brands  5b 

Automatic  Data  16d 

Borg-Warner  19 

Chiron  10a 

Costar  13a 

Digital  Communs.  16b 

Epsilon  Data  Mgmt.  I6d 

nerican  Crystal  Sugar  8 

Avantek  7d 

Borland  International  I6g 

Chrysler  2a 

CPT  16b 

Digital  Equipment  16c 

Essef  13a 

nerican  Cyanamid  3 

Avery  International  13a 

Bowmar  Instrument  7c 

Church  SDwight  5c 

Crane  13a 

Digital  Microwave  7b 

Esselte  Business  16a 

Tiencan  Filtrona  13a 

Avon  Products  5* 

Brady  (W  H  )  13a 

Chyron  12 

Cray  Research  16c 

Dionex  7< 

Esterline  7c 

Tier.  Home  Prods,  10a 

AVX7d 

Briggs  S  Stratton  13c 

Cincinnati  Microwave  7b 

Crompton  &  Knowles  3 

Distributed  Logic  16f 

Ethyl  3 

nerican  Maize-Products  8 

Aydin7b 

Bristol-Myers  Squibb  lOo 

Cincinnati  Milacron13b 

Cross  STrecker  13b 

Donaldson  2b 

Evans  &  Sutherland  16g 

ner  Management  16d 

B 

Brown  SSharpe  Mfg,  13b 

Cipher  Data  Products  16e 

Crown  Crafts  13d 

Donnelly  13a 

Everex  Systems  16c 

■nerican  Petrofina  9a 

Brunswick  11 

Circon  10b 

CTS7d 

Dover  13c 

Exabyte  I60 

nerican  Power  7a 

Badger  Meter  7f 

Brush  Wellman  14c 

Clarcor6 

Cubic  7b 

Dow  Chemical  3 

Exar7d 

nencan  Software  I69 

Baker  Hughes  »b 

BTU  International  13c 

Clark  Equipment  13b 

Cummins  Engine  2b 

OR  Holdings  16b 

Excel  Industr-f  s  2h 

neron  1 1 

Baldor  Electric  7« 

Buell  Industries  13a 

Clorox  5« 

Curtiss-Wnght  1 

Dravo  19 

Executoneini  Systems  20 

1  ■>< 
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Exxon »n 

Gelman  Sciences  7c 

Guilford  Mills  13d 

ICN  Pharmaceuticals  10a 

Iverson  Technology  16b 

LeaRonal  3 

Market  Facts  19 

r 

GenCorp 1 

H 

IFR  Systems  7c 

Lee  Data  16b 

Martin  Marietta  1 

Genentech  lOa 

Illinois  Tool  Works  13a 

J 

Life  Technologies  10a 

Masstor  Systems  I6e 

Mb  Industries  13d 

General  Automation  16k 

Hach7c 

Imo  Industries  7c 

James  River  17 

Lilly  (Ell)  10a 

Material  Sciences  13a 

Farmland  Industries  8 

General  Binding  16a 

Halliburton  Ob 

Index  Technology  16g 

JLG  Industries  13c 

Lilly  Industrial  Coatings  1 1 

Mattel  12 

FarrI3< 

General  DataComm  20 

Harley-Davidson  12 

Information  Intl.  16a 

Johnson  &  Johnson  10b 

Lincoln  Electric  13b 

Ma  Kim  Integrated  7d 

Fedders  5a 

General  Dynamics  I 

Harman  International  U 

Information  Resources  H 

Johnson  Controls  7c 

Lincoln  Food  Service  13c 

Maxtor  16e 

Ferro3 

General  Electric  4 

Harmon  Industries  7b 

Informix  16g 

Johnson  Worldwide  12 

Linear  Technology  7d 

Maxwell  Laboratories  lOo 

Fibronics  International  7b 

General  Instrument  7b 

Harnischleger  Inds  t3c 

Infotron  Systems  20 

Joslyn7a 

Liqui-Box  6 

McCorm.ck  8 

Figgle  International  4 

General  Mills  8 

Harris  7b 

IngersollRand  13c 

Joy  Technologies  13c 

Litton  Industries  7b 

McDermott  Intl.  13c 

FileNet  16a 

General  Motors  2a 

Harsco  13a 

Ingres  I69 

Juno  Lighting  7a 

Lockheed  1 

McDonnell  Douglas  1 

Fin  Ne»«s  Networls  IS 

General  Signal  7c 

Hasbro  12 

lnsilcol3a 

K 

Loctite3 

MDT  10b 

Finnigan  7c 

Genetics  Institute  lOo 

Hathaway  I6g 

Inspiration  Resources  14c 

Loews  15 

Mead  17 

First  Brands  13a 

Genicom  16f 

Hauserman  16a 

lnstron7c 

k  -Tron  International  7c 

Logicon  16g 

Measure*  7c 

First  Mississippi  3 

Genlyte  Group  7o 

HBO  I6h 

Instrument  Systems  13a 

Kamanl 

Longview  Fibre  6 

r  'echanical  Technology  7c 

Fischer  S  Porter  7c 

GenRad7c 

Health  Chem  13d 

Integrated  Device  7d 

Keithley  Instruments  7c 

Loral  7b 

Medco  Containment  10a 

Fiserv  ltd 

Genus  13c 

Healthdyne  lOb 

Intel  7d 

Kellogg  a 

Lotus  Development  16g 

Medex  10b 

Fleetwood  Enterprises  12 

GEO  international  13c 

Hein  Werner  13c 

Intellicall20 

Kennametal  13b 

Lowrance  Electronics  7b 

Mediagenic  16g 

Flexsteel  Industries  5a 

Gerber  Scientific  I6h 

Helene  Curtis  Industries  5c 

Inter  Tel  20 

Keptel20 

LPL  Technologies  7d 

Medtronic  10b 

Floating  Point  Systems  16c 

Giddings8LewisI3b 

Helix  Technology  13c 

Intergraph  16h 

Kerr  McGeefa 

LSI  Logic  7d 

Mentor  10b 

Flow  International  13c 

Gilbert  Associates  19 

Henley  Group  7c 

Interlake  13c 

k:etema7c 

LTV4 

Mentor  Graphics  16h 

Fluke  (|ohn)  t^fg  7c 

Gillette  5c 

Hercules  3 

Interleaf  16b 

Key  Tronic  161 

LTX7C 

Merck  10a 

FMC  I3c 

Gleason  13b 

Hershey  Foods  8 

Intermagnetics  General  7a 

Keystone  Camera  12 

Lubrizol3 

Met  Coil  Systems  13b 

Fonar  !0b 

GM  Hughes  Electronics  7b 

Hewlett-Packard  16c 

Intermec  161 

Kimball  International  5a 

Lumex  12 

Methode  Electronics  7d 

Ford  Motor  lo 

Golden  Valley  Micro  8 

Hexcel  13a 

Intermet  14c 

Kimberly-Clark  17 

Lydall  13a 

Microcom  20 

Forest  Laboratories  lOo 

Goodrich  (B  F  )3 

Hi  Shear  Industries  13a 

Intermetrics  16g 

Kirschner  Medical  10b 

LyphoMed  10a 

Micron  Technology  7d 

Formica  6 

Goodyear  Tire  S  Rubber  2c 

Hillenbrand  Industries  13a 

International  Multifoods  8 

KLA  Instruments  7c 

M 

Micropolis  16e 

Foster  Wheeler  19 

Goulds  Pumps  13c 

Hogan  Systems  16g 

International  Power  7a 

Knogo  7  b 

Microsemi7d 

Grace  (W  R  )  3 

HON  Industries  16a 

M/A-Com  20 

Franklin  Electric  7a 

GracoUc 

Honeywell  7c 

Interspec  10b 

Komag 16e 

MacDermid  3 

Middleby  11 

Franklin  Electronic  l6o 

Graded  Systems  16a 

Horizon  Industries  13d 

IntI  Minerals  8  Chemical  3 

Kuhlman7a 

Mack  Trucks  2a 

Miller  (Herman)  16a 

FSI  International  13c 

Graphic  Scanning  20 

HormeKGeo,  A)8 

Intl.  Flavors  &  Fragrances  5c 

KulickeS  Soffa  13c 

MacNeal-Schwendter  I6g 

Millipore  7l 

Fuller  (H  B.)3 

GRC  International  1» 

Howe  Richardson  16a 

IntI  Game  Technology  13a 

L 

MagneTek  7o 

Milton  Roy  7c 

Furon  13a 

Great  American  Mgmt-  3 

Hunt  Mfg  16a 

Intl.  Microelectronic  7d 

MAI  Basic  Four  161 

Miltope  Group  16f 

G 

Great  Lakes  Chemical  3 

Hurco7c 

InvacarelOb 

La-Z  Boy  Chair  Sa 

Manitowoc  13< 

Mine  Safely  10b 

Green  (A,  P  )  Industries  11 

Hutchinson  Techs  16e 

Iomega  16e 

Ladish  13a 

Manville  1 1 

Minnesota  Mining  13o 

GAF  3 

Grow  Group  3 

I 

Ionics  13c 

Lafarge  11 

Marietta  19 

MLX  19 

Galileo  Electro  Optics  7c 

GTE  20 

Ipco  10b 

Lam  Research  I3c 

Marton  Merrell  Dow  10a 

Mobil  9a 

Galoob  (Lewis)  Toys  H 

GTech  I6d 

IBM  16c 

ITT  4 

Landmark  Graphics  16b 

Mark  Controls  13a 

Modine  Mfg  2  b 

Gehl  13c 

Guardsman  Products  1 1 

ICN  Biomedicals  3 

IVAX  10a 

Lawter  International  3 

Mark  IV  Industries  13a 

Molex  7d 

The  first  compact  disc 


combining  financial 
and  full-text  company  reports 
for  investment  analysis. 


onarch  Machine  13b 
onsanto  3 
oog  3  b 

oore  (Benjamin)  n 
□ore  Products  7t 
or-Flo  Industries  5a 
orton  International  3 
otorola  7  b 
Duntain  Medical  10b 
PSI  Systems  16d 
TS  Systems  7c 
^lan  Laboratories  lOo 
I'lex  161 


icco  Industries  9a 
ilco  Chemical  3 
)pco  Security  Systems  7b 
ishua  6 

)sta  international  12 
itional  Computer  161 
itlonal  Data  16d 
itlonal  Education  19 
itronal  Micronetics  76 
jtional  Patent  Dev.  19 
jtlonal  Semiconductor  7d 
ilional-Standard  14b 
ivlstar  International  2a 
31  16< 

:r  16c 

;llcor  10b 

:twork  Equipment  16b 
jtwork  Systems  16b 
?utrogena  5c 
Brunswick  Scientific  7c 
;wport  7c 

jwport  Pharms.  10a 
chols  Institute  10b 
colet  Instrument  7< 
ke  5b 

.  Industries  3 
jrdson  13< 
^rthrop  I 
srton  13a 
3ve!l  16g 

5vel!us  Systems  13c 
jclear  Metals  t3a 
mex  20 


Oak  Industries  7c 

Occidental  Petroleum  9o 

Octel  Communications  20 

Odetlcs  7b 

Oil  Dn  America  13a 

Oilgear  13c 

Olin  3 

On-Llne  Software  IntI,  I69 
Optek  Technology  7d 
Optical  Coating  Lab  7c 
Optical  Radiation  10b 
Oracle  Systems  16a 
Orbit  Instrument  7d 
Oshkosh  Truck  2a 
Osmonlcs  13c 
Outboard  Marine  12 
Owens-Corning  1 1 
Owens-Illinois  6 


PA  Holdings  1 
Paccar  2a 
Pacific  Scientific  1 
Package  Machinery  13c 
Pall  4 

Pansophic  Systems  I69 
Par  Pharmaceutical  lOo 
PAR  Technology  I60 
Parker  Hannifin  13a 
Penn  Engineering  13a 
Penril  16b 
Pentair  13c 
PepsiCo  5b 
Perkin-Elmer  7c 
Petrolite  3 
Pfizer  10a 
Philip  Morris  5b 
Phillips  Petroleum  9o 
PHL  16a 

Phoenix  Technologies  16g 
Pioneer  Hi-Bred  IntI  8 
Pitney  Bowes  16a 
Pittway  4 

Playtex  Family  Products  6 
Polaroid  12 

Policy  Mgmt,  Systems  15 
Porta  Systems  20 
PPG  Industries  11 


Pratt  &  Lambert  1 1 
Precision  Castparts  14c 
Premark  International  4 
Premier  Industrial  19 
Priam  16e 
Pnntronix  16f 
Procter  S  Gamble  5i 
Publishers  Equipment  13c 
Puritan-Bennett  10b 
Pyramid  Technology  16c 


Qantel  I61 
QMS  161 

Quaker  Chemical  3 
Quaker  Oats  8 
Quantum  16e 
Quantum  Chemical  3 
Quixote  13a 
Qume  16b 


Ralston  Punna  8 
Raychem  7a 
Raymond  13b 
Raytech  3b 
Raytheon  7b 
Recognition  Equip  16h 
Reece  13c 
Reliability  7c 
Reliance  Electric  7ii 
RELM  Communications  7c 
Rex  PT  Holdings  13c 
Rexene  3 
Rexon  16e 

Reynolds  &  Reynolds  16a 
Reynolds  Metals  Ma 
Robblns  &  Myers  7a 
Robertson  (H.  H.)  13a 
Robeson  Industries  5a 
Robinson  Nugent  7d 
Rockwell  International  4 
Rogers  7d 
Rohm  &  Haas  3 
Rorer  Group  10a 
RPC  Energy  Services  19 
Rubbermaid  13a 
Rule  Industries  13b 


Salem  Carpet  Mills  13d 


Savin  16a 

Scan  Optics  16f 
Scherer  (R,  P.)  IO0 
Schering-Plough  IO0 
Schlumberger  9b 
Science  Applications  19 
Scientific-Atlanta  20 
Scotsman  Industries  1 1 
Scott  Paper  17 
Scotts  3 

Seagate  Technology  16e 
Sealed  Air  13a 
Sealright  6 
Seeq  Technology  7d 
SEI  15 

Sensormatic  Electronics  7b 
Sequa  1 

Sequent  Computer  16c 
Shared  Medical  Systs,  16h 
Sheldahl  7d 
Sherwin-Williams  11 
Shopsmith  13t 
Sigma  Designs  16f 
Silicon  General  7d 
Silicon  Graphics  16c 
Silicon  Valley  Group  13c 
Sihconix  7d 
Smith  (A.  O  )  2b 
Smith  Corona  16a 
Smith  International  9b 
Snap-on  Tools  13b 
Software  Publishing  16g 
Solectron  7d 
Solilron  Devices  7d 
Sonoco  Products  6 
Sparton  3b 
SPI  Holdings  13 
SPI  Pharmaceuticals  10a 
Sprague  Technologies  7d 
Spreckels  Industries  6 
SPS  Technologies  13a 
SPX  3b 
Square  D  7o 
SSMC  5a 

St  Jude  Medical  10b 
Standard  Microsystems  7d 
Standard  Poducts  3b 
Standard  Register  16a 
Stanford  Telecomms  7b 
Stanley  Interiors  5a 


Stanley  Works  13b 
Star  Technologies  16c 
Starrett  (L.  S.)  13b 
Stepan  5c 

Stevens  Graphics  13c 

Storage  Technology  16e 

Stratus  Computer  16c 

Structural  Dynamics  16g 

Stryker  lOb 

Suave  Shoe  5b 

Summagraphics  161 

Sun  Electric  7c 

Sun  Microsystems  16c 

Sundstrand  1 

SunGard  Data  Sys  16d 

Sunrise  Medical  10b 

Superior  Industries  Intl.  3b 

Sybron  Acquisition  10b 

Sym  Tek  Systems  13< 

Symantec  I65 

Symbol  Technologies  16f 

Symbolics  161 

SynOptics  Communs.  16b 

Syntex  10a 

Syntrex  16h 

System  Industries  16e 

System  Software  16g 

Systematics  16d 

Systems  &  Computer  I6d 

Systems  Center  16g 


Talley  Industries  1 

Tambrands  5c 

Tandem  Computers  16c 

Tandon  16c 

TCI  International  7< 

Tech-Sym  7b 

Tektronix  7c 

Telco  Systems  30 

Teledyne  4 

Telematics  International  30 
Televideo  Systems  161 
Tellabs  30 
Telxon  16a 
Tennant  11 
Teradata  16c 
Teradyne  7c 
Terex  13c 
Texaco  9a 


Texas  Instruments  7d 

Texscan  7b 

Textron  4 

Thermo  Electron  19 

Thermo  Instrument  Systs.  7c 

Thiokol  1 

Thomas  &  Betts  7a 
Thomas  Industries  7o 
3Com  16b 
3M  13a 

TIE/communications  30 

Timken  13c 

TJ  International  11 

Tokheim  1 1 

Tonka  13 

Topps  18 

Toro  5a 

Trans-Resources  3 
TransTechnology  16a 
Tredegar  Industries  13a 
Triad  Systems  16h 
Trinova  13a 
Triton  Energy  9a 
TRW  4 
Twin  Disc  13c 
Tyco  Laboratories  13c 
Tyco  Toys  12 

U 

U  S,  Surgical  lOb 
Ultimate  16h 
Union  Camp  17 
Union  Carbide  3 
Uniroyal  Goodrich  Tire  2c 
Unisys  l»c 
United  Industrial  7  b 
United  Medical  lOb 
United  Merchants  )3d 
United  Technologies  1 
Unitrode  7d 
Universal  Foods  S 
Unocal  «a 
UpjOhn  lOo 
USG  II 
USX  4 

V 

Valid  Logic  Systems  16h 
Valmont  Industries  13a 
Valspar  1 1 


Varco  International  9b 
Varian  Associates  7b 
Varitronic  Systems  16a 
VeloBind  13c 
Vicon  Industries  7b 
Vishay  Intertechnology  7d 
Vitalink  Communs.  16h 
VLSI  Technology  7d 
VMX  20 

Vott  Inf  Sciences  19 
Vulcan  Materials  11 

W 

Walbro  Jb 

Wang  Laboratories  Ifrt 
Warner  Lambert  10a 
Watkins  Johnson  7b 
Wavetet  7« 
Weatherford  Intl.  9b 
WeighTronix  13c 
Weirton  Steel  I4b 
Weitek  Itl 
West  t 

Western  Co.  N.  America  9b 
Western  Digital  16b 
Westinghouse  Electric  7o 
Westmark  Intl.  10b 
Wesivaco  17 
Weyerhaeuser  17 
Wheelabrator  Techs-  19 
Whirlpool  So 
Whittaker  3 
Wicat  Systems  16h 
Winnebago  Industries  13 
Witco  3 

WMS  Industries  13o 
Woodhead  Industries  7a 
Woodward  Governor  1 
Wordstar  Intl.  Ug 
Wyman  Gordon  13a 

XYZ 

Xerox  161 

Xicor  7d 

Xylogics  16b 

Xyvision  16b 

York  Holdings  1 1 

Zemex  14c 

Zenith  Electronics  16c 


Dodge  Dataline   V  ii ,  , 


T        T    i   S    T   I   C  S 


FOREIGN  COMPANIES 


ess 

»m  compamv 


COUNTRV 
CODE 


US  SMIILIONS 


SALES      PROFITS  RSD 


RSD 

RANK  COMPANY 


COUHIRY   

CODE  SALES 


US  SMILLIONS 


PROFITS  RSD 


1  SIEMENS  *  DEU 

2  HITACHI  JPN 

3  MATSUSHITA  ELECTRIC  INDUSTRIAL  jPN 

4  PHILIPS'  CLOEILAMPENFABRIEKEN  *  NLD 

5  FUJITSU  JPN 

6  CIE  CENERALE  D'ELECTRICITE  FRA 

7  TOSHIBA  JPN 

8  NIPPON  TELEGRAPH  &  TELEPHONE  JPN 

9  NEC  JPN 

10  HONDA  MOTOR  JPN 

11  BAYER  DEU 

12  HOECHST  DEU 

13  FIAT  ITA 

14  CIBA-0EI6Y  CHE 

15  V0LKSWA6EN  DEU 

16  SONY  JPN 

17  IMPERIAL  CHEMICAL  INDUSTRIES  *  GBR 

18  BASF  DEU 

19  MITSUBISHI  ELECTRIC  JPN 

20  BCE  *  CAN 

21  VOLVO  SWE 

22  ROCHE  HOLDINO  CHE 

23  ROYAL  DUTCH/SHELL  (combined)  NUK 

24  NORTHERN  TELECOM*  CAN 

25  MITSUBISHI  HEAVY  INDUSTRIES  JPN 

26  RHONE-POULENC  FRA 

27  SAND02  CHE 

28  NIPPONDENSO  JPN 

29  AEG  DEU 

30  ERICSSON  (L.  M.)  SWE 

31  UNILEVER  (combined)  *  NUK 

32  GLAXO  HOLDINGS  GBR 


32757  1494  3684  33  COMPAONIE  DES  MACHINES  BULL  FRA  5308  106  538 

49995  3836  2917  34  SHARP  JPN  9832  487  535 

42988  4135  2492  35  BRITISH  PETROLEUM  *  GBR  48607  4154  533 

27042  599  2154  36  SAAB-SCANIA  SWE  6941  526  523 

18646  1212  1928  37  CANON  JPN  8649  671  512 

21529  927  1806  38  IHOMSON-CSF  FRA  5639  715  489 

29685  1834  1799  39  ELF  AOUITAINE  FRA  21216  1590  475 

45625  4060  1731  40  SANYO  ELECTRIC  JPN  9635  191  433 

24077  1032  1731  41  FUJI  PHOTO  FILM  *  JPN  6936  1250  424 

27251  1344  1434  42  AKZO  NLD  8407  593  411 

23093  2155  1404  43  MONTEDISON  ITA  11015  885  405 

23376  2332  1379  44  BRITISH  TELECOMMUNICATIONS  GBR  195«2  4313  379 

34560  3459  1240  45  SIC  GBR  4198  410  378 

12096  NA  1232  46  RICOH  JPN  5697  288  363 

33795  1361  1198  47  SCHERING  DEU  3008  190  360 

16755  1293  1  1  10  48  lAKEDA  CHEMICAL  INDUSTRIES  JPN  5363  760  3.54 

21599  2504  1048  49  OLIVETTI  ITA  6558  337  353 

24224  2113  1021  50  STANDARD  ELERTRIK  LORENZ  DEU  2185  21  348 

21218  1007  926  51  SUMITOMO  CHEMICAL  JPN  7017  533  340 

14093  1888  852  52  WELLCOME  *  GBR  2395  481  322 

15788  1347  840  53  NIXDORF  COMPUTER  DEU  3051  53  301 

5957  NA  830  54  SOIVAY  BEL  6910  947  294 

78375  9490  762  55  OKI  ELECTRIC  INDUSTRY  JPN  4339  197  281 

5973  504  714  56  ROLLS  ROYCE  GBR  3514  299  265 

14763  842  709  57  MANNESMANN  DEU  11654  427  252 

10992  770  643  58  NOKIA  FIN  5225  301  250 

6958  NA  625  59  MATSUSHITA  ELECTRIC  WORKS  JPN  6146  472  241 

9151  860  622  60  SANOFI  FRA  2451  176  226 

7635  34  622  61  DE6USSA  DEU  7843  165  216 

51  13  347  577  62  KOMAISU  JPN  6192  341  209 

31324  2622  576  63  NKK  JPN  9850  839  204 

4411  1727  554  64  TORAY  INDUSTRIES  JPN  6151  416  204 
FOOTNOTES  ON  PAGE  223 


RID 
RANK 

(OHPANV 

COUNTRY 
CODE 

US  SMILLIONS 

RSD 
RANK 

COMPANY 

COUNTRY 
CODE 

US  SMILLIONS 

SALES 

PROFITS 

RSD 

SALES 

PROFITS 

RSD 

65 

SANKYO 

JPN 

3327 

320 

201 

101 

CAE  INDUSTRIES 

CAN 

693 

45 

105 

66 

SWE 

1026 

252 

197 

102 

YOKOHAMA  RUBBER 

JPN 

2560 

121 

105 

67 

LUCAS  INDUSTRIES  * 

GBR 

3567 

320 

193 

103 

KYOCERA 

JPN 

2645 

478 

103 

68 

EISAI 

JPN 

1456 

279 

193 

104 

NOVO-NORDISK 

DNK 

783 

135 

101 

69 

KAO 

JPN 

4469 

295 

192 

105 

JAGUAR 

GBR 

1916 

85 

99 

70 

KUBOU 

JPN 

5634 

328 

187 

106 

REUTERS  HOLDINGS 

GBR 

1787 

384 

98 

71 

IHORN EMI 

GBR 

5823 

512 

177 

107 

NIPPON  OIL 

JPN 

14251 

480 

96 

72 

OHRON  lATEISI  ELECTRONICS 

JPN 

2909 

310 

176 

108 

KLOCKNER-HUMBOIDT-DEUIZ 

DEU 

2574 

-38 

96 

73 

HENKEL 

DEU 

5850 

331 

175 

109 

BOC  GROUP  * 

GBR 

3906 

559 

92 

74 

SUMITOMO  ELECTRIC  INDUSTRIES 

JPN 

6783 

350 

172 

110 

B.  A.  T.  INDUSTRIES 

GBR 

14066 

2923 

91 

75 

C0MPA6NIE  DE  SAINT-GOBAIN 

ERA 

9906 

1323 

172 

111 

lANDIS  i  GYR  * 

CHE 

1416 

53 

90 

76 

FUJISAWA  PHARMACEUTICAL 

JPN 

1757 

243 

170 

112 

PLESSEY 

GBR 

1908 

346 

88 

77 

NOBEL  INDUSTRIER  SVERIGE 

SWE 

3484 

149 

155 

113 

SANDVIK 

SWE 

2667 

450 

87 

78 

DAIICHI  PHARMACEUTICAL 

JPN 

1568 

413 

153 

114 

KUREHA  CHEMICAL  INDUSTRY 

JPN 

905 

118 

84 

79 

MITSUI  PETROCHEMICAL  INDUSTRIES 

JPN 

2282 

268 

152 

115 

FANUC 

JPN 

1164 

396 

82 

80 

KONICA 

JPN 

3698 

17 

152 

116 

CASIO  COMPUTER  (t) 

JPN 

2115 

103 

81 

81 

ALSTHOM 

ERA 

4728 

106 

151 

117 

SVNTHELABO 

FRA 

502 

25 

80 

82 

TEIJIN 

JPN 

4329 

322 

145 

118 

ALFA-LAVAL 

SWE 

2026 

173 

80 

83 

SUL2ER(CEBRUDER) 

CHE 

3712 

NA 

145 

119 

SETEMER 

ITA 

811 

81 

79 

84 

CHUGAI  PHARMACEUTICAL 

JPN 

976 

158 

144 

120 

PROCORDIA 

SWE 

2932 

374 

77 

85 

BRITISH  CAS 

GBR 

13319 

1865 

142 

121 

HITACHI  CABLE 

JPN 

2381 

172 

76 

86 

SHIN-ETSU  CHEMICAL 

JPN 

3151 

408 

141 

122 

ONO  PHARMACEUTICAL 

JPN 

546 

217 

74 

87 

PHILIPS  KOMMUNIKATIONS  INDUSTRIE 

DEU 

1040 

84 

139 

123 

VALMET 

FIN 

2040 

68 

73 

88 

ALCAN  ALUMINIUM  * 

CAN 

8839 

1104 

136 

124 

INSTIIUT  MERIEUX 

FRA 

564 

51 

72 

89 

BRITISH  AEROSPACE 

GBR 

10044 

420 

135 

125 

BOOTS 

GBR 

4786 

543 

69 

90 

TANABE  SEIYAKU 

JPN 

1810 

198 

130 

126 

OCE-VAN  DER  GRINTEN  * 

NLD 

1007 

57 

69 

91 

ALPS  ELECTRIC 

JPN 

2942 

99 

130 

127 

PIONEER  ELECTRONIC  (2) 

JPN 

1756 

159 

68 

92 

OLYMPUS  OPTICAL 

JPN 

1497 

103 

126 

128 

SKF 

SWE 

3471 

254 

68 

93 

PHARMACIA 

SWE 

1110 

66 

124 

129 

DAIKIN  INDUSTRIES 

JPN 

2545 

233 

66 

94 

MACNETI  MARELLI 

ITA 

2676 

73 

115 

130 

NIPPON  SHEET  GLASS 

JPN 

1879 

109 

64 

95 

NORSK  HYDRO 

NOR 

9226 

751 

114 

131 

LION 

JPN 

2232 

42 

63 

96 

PILKINCION 

GBR 

4553 

576 

113 

132 

LINDE 

DEU 

2034 

144 

62 

97 

TOTAL-CIEFRANCAISE  DES  PEIROLES 

FRA 

14014 

1219 

110 

133 

SNIA  BPD 

ITA 

1819 

167 

60 

98 

FURUKAWA  ELECTRIC 

JPN 

5576 

177 

110 

134 

IMPERIAL  OIL  * 

CAN 

8455 

560 

60 

99 

KYUSHU  MATSUSHITA  ELECTRIC 

JPN 

1659 

138 

109 

135 

ARES-SERONO 

CHE 

420 

75 

60 

100 

L'AIR  LIQUIDE 

FRA 

4312 

583 

106 

136 

TDK (2) 

JPN 

1078 

125 

57 
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COUNTRY 

US  SMILLIONS 

RSD 
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COUNTRY 
CODE 

US  SMIUIONS 

CODE 

SALES 

PROFITS 

RSD 

SALES 

PROFITS 

RSD 

137 

MUS  COPCO 

SWE 

2093 

189 

57 

169 

VICKERS 

GBR 

1  583 

1  24 

40 

1 38 

Nino  DcnRU 

JPN 

1 495 

1 38 

57 

1 70 

HIKrUH  £tUN 

JPN 

1025 

74 

40 

1 

1  3" 

nAi  MIDDrtM  DDINTINft 

UAI  nlrrvn  rKlnllnU 

JPN 

7893 

652 

56 

171 

BBi  GROUP 

GBR 

1 802 

114 

39 

1 40 

ENXA 

DELJ 

1185 

72 

56 

172 

BROKEN  HILL  PROPRIEIIRV 

DHvnLn  MILL  rnvrKILIuKI 

AUS 

8602 

1  3")") 
1  34/ 

39 

141 

HITATHI  MAYFI 1 

JPN 

1312 

1 58 

54 

173 

NCK  INSULATORS 

JPN 

1413 

1  3Q 
1  30 

39 

1 42 

RTZ 

GBR 

6974 

1 568 

53 

174 

KOKUSAI  DENSHIN  DENWA 

JPN 

201 8 

354 

39 

1  45 
1  to 

ucnni  nAUAnu  nuuiu 

JPN 

2022 

1 42 

52 

175 

INCO  ' 

CAN 

3948 

1314 

38 

144 

NOK  SPiRK  PLUG 

JPN 

727 

86 

49 

176 

BICC  * 

GBR 

5677 

330 

36 

145 

III  AU>  1  KALIA 

AUS 

2502 

261 

49 

1 77 

lUCDCUAU  IMT  CDU  i  TinU  1 1 

GBR 

319 

38 

36 

1  to 

nilTDKIlMDil 
uuiununru 

FIN 

2324 

222 

48 

178 

HITATHi  METALS 

nilMLm  rlLIALJ 

JPN 

2880 

205 

36 

1 47 

(RA 

AUS 

41 63 

830 

48 

179 

JEOL 

JPN 

455 

20 

35 

NLD 

956 

48 

1 80 

tTflDK  VMF 

NLD 

1 1 58 

/13 
^3 

34 

149 

JPN 

61 2 

95 

47 

181 

WESTLAND  GROUP  * 

GBR 

731 

35 

34 

1 

JPN 

J  /  33 

37n 

47 

1 82 

ONODA  rpMFNT 

JPN 

3n7/; 

Tin 

4  lU 

33 

151 

BRITISH  SIEEL 

GBR 

8682 

1049 

46 

183 

INCENTIVE 

SWE 

1 241 

101 

33 

1 52 

ilCiK-PAIMLtK-PULH 

AUT 

1 106 

46 

46 

1 84 

ICIUI  DFlTirAI 

AjAnI  UH  1 K AL 

JPN 

/U3 

•9 

33 

153 

WADT^II  A 

f1  A  K  1  J 1  LA 

FIN 

1 427 

3 

45 

1 85 

HAFSLUND  HYCOMED 

NOR 

353 

117 

33 

1  54 

UC6 

BEL 

7_>3 

A^ 

45 

1 86 

^VFNUA  rFILULD^A 

SWE 

3'HJo 

437 

33 

1 55 

BSN 

FRA 

7096 

656 

45 

1 87 

BEKAERI 

BEL 

1  243 

1 41 

32 

1 56 

UIMITHMn  MFTAI  HININfi 

juniiunu  nciAL  nininu 

JPN 

3421 

1  1  c 

1  1 J 

45 

1 88 

TOAGOSEI  CHEMICAL  INDUUBY 

JPN 

1098 

94 

1 57 

NDD^K  DATA 

NOR 

451 

-1 48 

45 

1 89 

HARTMANN  &  BRAUN 

DEU 

21 

158 

AHADA 

JPN 

1245 

169 

45 

190 

ISN 

GBR 

1868 

163 

31 

1 59 

SIP 

ITA 

1 0235 

408 

44 

191 

GBR 

2533 

114 

30 

160 

MnfHinA  DHADMAfFIITirAI  ^ 

nULnlUA  r  n  A  K  n  A  L  C  U  M I A  L  3 

JPN 

389 

47 

43 

1 92 

ADVANTEST 

n  1/ 1  An  1  L  J  1 

JPN 

580 

92 

30 

1 61 

ADAND  MFTDDDntlTAN  ' 

GBR 

1 5727 

1 238 

42 

1 93 

PERSTORP  ' 

r  L  R  J  1  V  K  r 

SWE 

997 

104 

30 

1 62 

7FI 1  WFTiFD  IIUFD 

CHE 

joo 

AQ 

42 

1 94 

AGA 

SWE 

1  Am 
I  ouz 

1  QA 

29 

^63 

AJINOMOTO 

JPN 

3983 

263 

41 

195 

PARTEK 

FIN 

1396 

129 

29 

164 

CENTRAL  GLASS 

JPN 

1457 

83 

41 

196 

MOORE  * 

CAN 

2708 

301 

28 

165 

NOVA  CORP.  OF  ALBERTA' 

CAN 

4089 

260 

41 

197 

OOLDSCHMIDT  (TH.) 

DEU 

609 

50 

27 

166 

SHELL  CANADA  * 

CAN 

4093 

305 

41 

198 

BRITISH  COLUMBIA  TELEPHONE  * 

CAN 

1427 

249 

27 

167 

MITSUI  ENGINEERING  &  SHIPBUILDING 

JPN 

1601 

■29 

40 

199 

TOKYO  KEIKi 

JPN 

394 

15 

27 

168 

YAMANOUCHI  PHARMACEUTICAL  (2) 

JPN 

384 

125 

40 

200 

TAMPELLA 

FIN 

1194 

53 

27 

DATA 

■  GLOBAL 

Vantage  (S 

andard  S  Poor 

s  Compus 

tat  Services  Inc.  &  e«iel  Ltd.) 

ALPHABETICAL    LIST   OF  COMPANIES 

The  number  following  each  company  name  Indicates  its  ranl< 


Advantest 

Dailchi  Pharmaceutical  78 

Kokusai  Denshin  174 

Nova. Corp,  Alberta  165 

SKF  118 

AEGW 

Daikin  Industries  129 

Komatsu61 

NovoNordisk  104 

CKII  A  DPn  1  H 

AGAIM 

Damippon  Pharm  149 

Kon.ca 

Oce-van  der  Gnnien  126 

Ajinomoto  1o3 

Degussa  61 

Kubota  70 

Oki  Electric  Industry  55 

Son7l6* 

Denki  Kagaku  Kogyo  143 

Kureha  Chemical  1 14 

Olivetti  49 

iianoara  ticKiriK  3V 

Alcan  Aluminium  U 

k''°"''m"s  shita99 

Olympus  Optical  92 

Alt-,  1  ->..il  1  !■ 

cif  Am iirninn  to 
tii  rtcjuiiaine 

Omron  Tateisi  72 

SteyrDaimler-Puch  152 

Alps  electric  t ■ 

L'Air  Liquide  100 

Stork  VMF  180 

Alsthom  SI 

Lanuis  a  •jyr  1 1 1 

wnoaat^emeni  loz 

juizer  ivjCDruaerj  00 

A.-nadal58 

Fanuc 115 

Outokumpu  146 

aumnomo  i^nemicai  si 

Amersham  Intl.  177 

DirfaL  IOC 

rarieK  its 

5"|^'J°|^o  Metal  156* 

Fu|i  Photo  Film  41 

iTas  Ind  stries  67 

Perstorp  193 

Asahi  Optical  1 84 

Fu|isawa  Pharm.  76 

Machines  Bull  33 

Pharmacia  93 

Svenska  Cellulosa  186 

Astra  M 

Fu|itsu 

Magneii  Marelli  94 

Philips  Kommunikations  87 

Synthelabo  1 17 

Atlas  Copco  137 

Furukawa  Electric  98 

MatTuThTtrElec'ric  Ind  3 

Dkilinr'  A 

rniiips  t 

T  e  k 1 1 OA 
1  Of  In  I  TV 

GeoeraledElectrKite* 

Pilkin|tori»6 

Takeda  Chemical  48 

Gist-Brocades  148 

i  iatsusnita  tiec.  vvorKssT 

Pioneer  Electronic  127 

Tampella  200 

loiaxo  noioings 

Mitsubishi  Electric  19 

Tanabe  Seiyaku  90 

BBA  Group  1 71 

Uoidscnmidt  \  1  nj  IV/ 

Mitsubishi  Heavy  25 

Procordia  1 20 

BCE  20 

Grand  Metropolitan  161 

Mitsui  Engineering  167 

Reutsrs  Holdings  106 

Bekaert  187 

Haf^lund  Nycomed  185 

Miisui  Petrochemical  79 

Rhone-Pouienc  26 

1  homson  Cir  M 

Marimann  oi  oraun  iot 

Mochida  Pharm  160 

1  norn  tmi  #  i 

dL>i_  Ljroup  iiw 

Henkel  73 

Montedison  43 

Roche  Holding  22 

Toagosei  Chemical  188 

DOOIS  lO 

1  loore  iTo 

Rnllc  Ri^uro  CA 
f\OIIS  n,OyCc  9Q 

1  OKyo  r-eiKi  itt 

British  Aerospace  89 

rtiiacni  ii^dDie  i £t 

DjnjiI  riiiI-.-h  /CknH  ot 

r\oyai  uutcn/  ineii 

Toppan  Printing  150 

British  Columbia  Tel.  198 

nitacni  riaxeii  I'll 

NGK  Insulators  173 

Toray  Industries  64 

British  oas  85 

niracni  i  leiais  i/o 

INOIv  jparK  rlUg 

saaoocania  40 

Toshiba  7 

British  Petroleum  35 

Nippon  Oil  107 

Saint  Gobain  75 

Britisi'  Steel  151 

Honda  Motor  10 

Nippon  itteet  Uiass  iw 

Sandoz  27 

British  Telecomms.  44 

Nippon  Tel.  &  Tel.  8 

U  1^  31 

Broken  Hill  173 

ICI  Australia  145 

Nippon  Zeon  170 

sankyo  65 

W-almoI  Ht 

vaimei  i«a 

imperial  kjw  tot 

NIppondenso  28 

sanoii  wV 

CAE  Industries  101 

Incentive  183 

Nitto  DenkoiaS 

Sanyo  Electric  40 

Volkswagen  15 

Canon  37 

Inco  175 

Nixdorf  Computer  53 

Schering  47 

Volvo  21 

Casio  Computer  116 

Institut  Merieux  124 

NKKt3 

Setemer  1 19 

Wartsila  153 

Central  Glass  IM 

Jaguar  105 

Nobel  Industrier  77 

Sharp  34 

Wellcome  52 

Chugai  Pharmaceutical  84 

Jeoll79 

Nokia  5» 

Shell  Canada  IM 

Westland  Group  181 

CibaGe.gy  14 

Johnson  Matthey  191 

Norsk  Data  157 

Shin-Etsu  Chemicals* 

Yamanouchi  Pharm  168 

CRA  147 

Kao69 

Norsk  Hydro  »5 

Siemens  1 

Yokohama  Rubber  102 

Oat  Nippon  Printing  139 

Klockner-Humboldt  108 

Northern  Telecom  24 

SIP  159 

Zellweger  Uster  162 

•  Data  for  fiscal  1989;  all  other  data  for  fiscal  1988.  (1)  Data  for  13  months.  (2)  Data  for  partial  year  Country  codes;  AUS  =  Australia. 

AUT  =  Austria.  BEL  =  Belgium.  CAN  =  Canada.  CHE  =  Switzerland.  DEU  =  West  Germany.  DNK  =  Denmark.  FIN  =  Finland. 

GBR  =  Britain.  ITA  =  Italy.  JPN  =  Japan.  NLD  =  Netherlands.  NOR  =  Norway.  NUK  =  NeIherlands,'Britain  combined.  SWE  =  Sweden 
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SPARCstaHon"  SLC.  B\' 
breaking  the  $5,000 
barrier,  it  turns  the  eco- 
noinics  of  compuring 
absolutely  upside  dowTi. 
And  lets  vou  give  }'our 
people  a  s\  stem  that 
runs  circles  around 
PCs  and  minicomputers. 

Up  till  now,  for  this 
price  vou'd  have  to 

settle  ^lor  ?.  386  vvitii     /:*//-^^^:-f ;  1 
fM'ie  or  l"vvc;  little 
Iras.  Cn  ;  sl  iare  ^ 


of  a  minicomputer.  Or 
mavbe  an  X  terminal 
with  an  underpowered 
processor. 

But  now,  you  can 
give  everyone  a  high- 
pertbrmance  RISC  work- 
station for  the  same 
price.  Complete  with 
12.5  MIPS  of  process- 
ing power  The 
t   ..-^^  UNIX" 
I'jj^    jjjjl  operating 
system. 


8  MB  of  memory.  Even  built-in  Ethe 
But  more  than  a  hot  machine,  y( 
can  give  them  all  the  strategic  adva 
tages  that  come  with  our  SPARC 
technology. 

First,  our  workstahons  were  me 
to  be  networked.  So  you  can  have 
whole  groups  working  on  the  sam 
project.  In  perfect  synch.  And  eve 
user  has  serious  processing  power 
Right  at  the  desktop  level.  Second, 
there's  the  OPEN  LOOK '  user  inb 
face.  Which  lets  people  learn  to  usi 
UNIX  in  no  time  flat.  Finally,  there 


Inc  SPARCsution,  SPARC  and  SPARC  ware  are  trademarks  of  Sun  Microsystems.  Inc  OPEN  LOOK  is  a  trademark  of  AT&T  UNIX  is  a  regisH 


NTRODUCE 
)RKS1M0N 

/VECAN. 


itself.  With  UNIX,  your  people 
eate  applications  that  would  take 
me  to  develop  any  other  way.  In 
lere  are  over  2,000  SPARC  ware " 
:ahons  that  are  ready  to  run 
low.  So  you  have  the  added 
tage  of  choosing  the  world's 
t  standard  for  RISC/UNIX  soft- 
:ompatibility. 

N  did  we  design  all  this  into  a 
I  system?  Since  1982,  we've  built 
ig  but  UNIX  workstations.  So 
learned  a  few  things.  We  com- 
/  eliminated  the  processor  box. 


By  buOding  the  electronics  into  the 
back  of  the  monitor  We  gave  it  a  high- 
resolution  monochrome  display.  And 
since  SRA.RCstation  SLC  is  designed 
for  workgroups,  all  the  files  can  be 
stored  in  a  central  server.  Or  on  a  local 
disk,  if  you'd  rather 

For  a  lot  of  companies,  introducing 
a  machine  Uke  this  would  be  next  to 
impossible.  But  at  Sun,  it's  not  exactly 
our  first  breakthrough.  And  this  is  no 
announce-it-today,  ship-it-next-year 
product,  either  SFARCstation  SLC  is 
available  in  quantity  today. 

:e  Quantin  1,  W.wi?  Includ,;!.  d  l7-,nch,  high-resolution  mcintxhrome  ditplav.  8  MB  o 


SPARCstation  SLC.  If  you'd  like 
to  see  how  it  compares  to  every 
other  system  you  could  buy,  just  call 
1-800-624-8999  ext.  2066.  From  any- 
where in  the  U.S.  and  Canada.  And  get 
ready  to  move  your  people  a  quantum 
leap  ahead. 

Because  now  you  can. 


microsystems 


inlegral  Elhemel  SCSI,  and  »*nal  rntiTfates,  and  the  Sun  Optrahng  Syst 
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of  1970  was  diife^e^ 
begin  with.  Here  s  how  the  group  turned  out. 
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The  idea  of  building  an  automobile 
that  tries  to  be  all  things  to  all  people 
is  not  a  very  good  one. 


ay,  the  best  advisors  put  themselves  in  your  place. 


en  you're  at  the  helm  of  a  company,  strategy  is  never 


out  of  sight. 


Products.  Markets.  R&D.  How  to  capitalize  on  your  corn- 


One  option,  of  course,  is  a  merger  or  acquisition,  an  asset 
sale  or  recapitalization.  Here,  the  best  advisors  are  those  who 
focus  on  your  bottom  line,  not  their  own. 

High  on  that  short  list  is  Bankers  Trust.  An  advisor  whose 
primary  goal  is  to  further  your  strategic  aims. 

Our  broad  international  client  base  keeps  us  on  top  of  the 
strategic  needs  of  companies  everywhere. 

And  as  merchant  bankers,  we  structure  transactions  as 
if  we  were  putting  our  own  money  into  them  — which,  in  fact, 
we  also  do. 

Solid,  sensible  strategic  opportunities  lie  just  over  the 
horizon.  Helping  you  reach  them  is  one  of  the  things  that 
Bankers  Trust  does  best. 


pany  s  basic  strengths  or  offset  its  weaknesses. 


BankersTrust 


Because  today  isn't  yesterday 
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PESODUGTION 

Change  from  last  week:  -0.3  7o 
Change  from  lost  year:  0.8% 


LEADING 

Change  from  last  week:  0.4% 
Change  from  last  year:  2.6% 
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The  production  index  decreosed  modestly  for  the  week  ended  May  26.  On  a 
seasonally  adjusted  basis,  truck  and  auto  output  was  down  sharply,  and  steel, 
electric  power,  and  rail-freight  production  declined  as  well.  Crude-oil  refining,  paper, 
paperboard,  and  lumber  output  increased,  while  coa!  production  was  unchanged. 
Before  colculation  of  the  four-week  moving  average,  the  index  plummeted  to  178, 
from  179.4  In  the  previous  week. 

BW  production  index  copyright  1990  by  McGraw-Hill  Inc. 


The  leading  index  edged  up  for  the  week  ended  May  26,  as  the  index  climbe 
out  of  its  recent  trough.  Faster  growth  in  real  estate  loans  and  in  M2,  and  high 
stock  prices  offset  a  downturn  in  sensitive  materials  prices  and  an  increase 
business  failures.  Long-term  bond  yields  were  unchanged  from  the  previous  wee 
Prior  to  calculation  of  the  four-week  moving  average,  the  index  rose  to  216.6,  fro 
215.3  in  the  week  before. 

Leoding  index  copyright  1990  by  Center  for  Internot'Onol  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


latest 
week 

Week  ° 
ago 

it  Change 
year  ago 

STEEL  (6/2)  thous.  of  net  tons 

1,937 

1,925# 

0.8 

AUTOS  (6/2)  units 

121,895 

132,617r# 

-0.1 

TRUCKS  (6/2)  units 

75,930 

85,551  r# 

5.4 

ELEQRIC  POWER  (6/2)  millions  of  kilowatt-hours 

51,762 

53,286  # 

-4.4 

CRUDE-OIL  REFINING  (6/2)  thous.  of  bbl./doy 

13,680 

1 3,647  # 

-1.0 

COAL  (5/26)  thous.  of  net  tons 

19,758# 

19,729 

6.3 

PAPERBOARD  (5/26)  thous.  of  tons 

757.3  # 

742. 9r 

3.4 

PAPER  (5/26)  thous.  of  tons 

728.0  # 

714.0r 

-0.1 

LUMBER  (5/26)  millions  of  ft. 

525.5  # 

515.8 

7.8 

RAIL  FREIGHT  (5/26)  billions  of  ton-miles 

20.4  # 

20.3 

3.6 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
weed 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (6/6) 

152 

151 

145 

GERMAN  MARK  (6/6) 

1.68 

1.68 

1.98 

BRITISH  POUND  (6/6) 

1.69 

1.70 

1.57 

FRENCH  FRANC  (6/6) 

5.68 

5.65 

6.73 

CANADIAN  DOLLAR  (6/6) 

1.17 

1.18 

1.20 

SWISS  FRANC  (6/6) 

1.43 

1.41 

1.72 

MEXICAN  PESO  (6/6)^ 

2,839 

2,828 

2,459 

Sources:  Mojor  New  York  banks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 

PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (6/6)  $/troy  02. 

359.500 

366.400 

-3.9 

STEEL  SCRAP  (6/5)  #  1  heavy,  $/ton 

116.00 

118.00 

-1.7 

FOODSTUFFS  ('1-/4)  index,  1967=  100 

226.9 

231.5 

1.8 

CGCPES?  (6/2)  .../lb. 

119.9 

124.2 

1.8 

AlUMiWJM  !6/2)c/lb. 

74.5 

74.2 

-21.6 

WHEAT  (6/2)     ?  t.ord,  $/bu. 

3.86 

3.75 

-11.7 

COTTON  (6/2)  str . :  \.,w  middling  1-1/16  in.,  ^/Ib. 

78.73 

76.81 

22.5 

Latest 

week 


Week 
ago 


%Cha 
year 


STOCK  PRICES  (6/l)S&P  500 


361.48 


357.74 


CORPORATE  BOND  YIELD,  Aaa  (6/1) 


9.38% 


9.39% 


INDUSTRIAL  MATERIALS  PRICES  (6/1) 


103.8 


103.7 


BUSINESS  FAILURES  (5/25) 


277 


252 


REAL  ESTATE  LOANS  (5/23)  billions 


$370.8  $368.8 


MONEY  SUPPLY,  M2  (5/21)  billions 


$3,282.9  $3,274.2r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (5/19)  thous. 


343 


353 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Du 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Boord,  Labor  Dept.  CIBCR  sea 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Scufces:  London  f;-u|  setting,  Chicago  mkt ,  Commodity  Research  Bureau,  Metals 

y/oek,  Kansas  City  m't.)  .  Memphis  mkt. 


1 

Latest 
month 

Month 
ogo 

%Ch< 
year 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (May) 

118.4 

1 18.1 

UNEMPLOYMENT  RATE,  CIVILIAN  (Moy) 

5.3% 

5.4% 

PURCHASING  MANAGERS'  INDEX  (May) 

50.7% 

50.2% 

CONSTR.  SPENDING  (Apr.)  annual  rote,  billions 

$432.4 

$435.6 

Sources:  BLS,  National  Association  of  Purchasing  Management,  Census  Bureau 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%Chc 
year 

MONEY  SUPPLY,  Ml  (5/21) 

$807.1 

$803. 1r 

BANKS'  BUSINESS  LOANS  (5/23) 

323.9 

325.7 

FREE  RESERVES  (5/30) 

389 

628r 

NONFINANCIAL  COMMERCIAL  PAPER  (5/23) 

147.7 

149.8 

1 

Sources:  Federal  Reserve  Board  (in  billions,  exce 
a  two-week  period  in  millions). 

pt  for  free  reserves. 

which  are  expresse( 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yeil 
"9 

FEDERAL  FUNDS  (6/5) 

8.27% 

8.26% 

9.6 

PRIME  (6/6) 

10.00 

10.00 

11.2 

COMMERCIAL  PAPER  3-MONTH  (6/5) 

8.10 

8.18 

9.1 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/6) 

8.23 

7.80 

9.1 

EURODOLUR  3-MONTH  (5/30) 

8.24 

8.28 

9.5 

Sources:  Federal  Reserve  Board,  First  Boston 


'i  Rov  data  in  the  prtic'iiCtion  indicotors  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipn 
;  -'A'estfcrn  Wood  Products  Assn.        2  =  Southern  Forest  Products  Assn.        3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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Until  Now, 

There  Have 
Been  Two 

Computing 

Wbrlds... 


^  ^mth  Data  Systems 
jiiuoducesTheFirst 
FCs  To  Give  You 
The  Best  Of  Both. 


It's  net  a  Macintosh.  It's  the  poii 
simplicity  of  Microsoft  Wi 


At  last, you  can  have  everything  you  love  about  the  PC... 
plus  the  best  of  Macintosh! 


A  new  era  has  dawned.  The  best  of  both 
computing  worlds  are  now  one.  Brought  seamlessly, 
powerfully  together  In  every  Zenith  Data  Systems 
386,  386  EISA  and  386SX  desktop  PC. 

The  first  and  only  PCs  with  Microsoft* 
Windows'"  3.0  and  Asymetrix*  ToolBook® 
preinstalled.  Plus  the  Microsoft  Mouse™ 

With  the  extraordinary  new  Miaosoft 
Windows  3.0,  your  Zenith  Data  Systems  PC  is 
transformed  into  one  that's  startlingly  easy  to  use. 

This  powerful  graphic  environment  lets 
you  glide  effortlessly,  even  seamlessly,  from  one 
application  to  another.  With  just  a  dick  of  your  mouse. 
It  makes  operating  your  PC  so  easy,  your  left  hand 
doesn't  even  have  to  know  what  your  right  is  doing. 

.And  when  Windows  3.0  runs  on  a  Zenith 
Data  Systems  PC,  it's  running  at  its  best.  Because 
Zeniih  Data  Systems  and  Microsoft  researched  the 
her       )f  graphical  user  interfaces. 

•'o'l'li  ;iko  ;eceiv'e  the  hypermedia  applica- 
y     '  3 'x)k.  This  "software  construction 
I  ■  nv  r,  Windows  3.0  applica- 
liai.  you  want  them  to  do. 
;  vVir.dows  3.0  arid  ToolBook, 
"  •  .iy     ■  ■..  cjt  With  the  greatest  of  ease. 

.  Systems  Sphere 


Bought  separately,  Microsoft  Windows  3.0, 
Asymetrix  ToolBook  and  the  Microsoft  Mouse  are  a 
$643  value?  But  with  a  Zenith  Data  Systems  386, 
386  EISA  or  386SX  desktop  PC,  they're  all  yours. 

Add  Zenith  Data  Systems' 
Flat  Technology  Monitor  for  imsurpassed 
screen  graphics. 

The  award-winning  Flat  Technology 
Monitor  from  Zenith  Data  Systems  is  the  perfect 
match  for  graphical  interfaces.  With  its  unique 
non-glare  treatment,  youll  see  brilliant,  true  colors 
fly  off  the  jet-black  background.  Bringing  your 
Windows  3.0  and  ToolBook  applications  to  life  with 
breakthrough  clarity. 

Who  says  you  can't  have  it  all?  Zenith  Data 
Systems  says  you  can.  The  best  of  the  MS-DOS®  and 
Macintosh  worids.  With  our  386, 386  EISA  and 
386SX  desktop  PCs.  The  seamless  solution  for  ^w^r 
computing  world.  Start  the  ball  rolling  today. 

Call  for  the  name  of  your  nearest 
Zenith  Data  Systems  Medallion 
Reseller  1-800-523-9393. 


ZENITH  DATA  SYSimS  INNOVATES  AGAIN^ 


ZMNITH  ri 

data  systems 


Groupe  Bull 


(n  .suggested  retail  ptio. 


(hit  cfmmitmeni 
mterfaces  is  why  tHe'Mm&^TMmx^f  / 
standard  equipynenl 
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WOMEN  EXECS  SHOULDN'T  TRY 

TO  BE  ONE  Of  THE  BOYS  

Your  report  on  Judy  C.  Lewent  ("  'I 
am  intense,  aggressive,  and  hard- 
charging,'  "  People,  Apr.  30)  struck  me 
as  an  attempt  to  hold  out  this  woman  as 
some  sort  of  idealized  female  role  model. 

For  12  years,  I  have  recruited  execu- 
tive and  management  talent  for  U.  S. 
and  foreign  corporations.  The  concept  of 
balance  has  always  been  of  paramount 
importance  to  my  clients;  the  idea  of 
someone  as  one-dimensional  as  Lewent 
is  described  would  alienate  subordinates 
who  had  the  temerity  to  feel  entitled  to 
a  personal  life. 

Women  have  the  deck  stacked  against 
them  in  Corporate  America.  Taking  on 
the  worst  characteristics  of  male  execu- 
tives will  win  a  few  high-visibility  pro- 
motions but  will  lead  to  exponentially 
greater  numbers  of  empty  lives  for  fe- 
male professionals.  Business  can  benefit 
more  from  their  female  perspective 
when  the  women  are  not  co-opted  by 
role  stereotyping. 

Robert  C.  Day 
Denver 

WALTER  HUSSMAN  SHOULD 

HAVE  BEEN  IN  WiLMINGTON  

Three  cheers  for  Arkansas  Democrat 
publisher  Walter  E.  Hussman  ("This 
little  David  knows  how  to  sling  ink," 
Media,  May  21).  I  am  tired  of  Gannett 
Co.'s  competition-bashing  techniques 
that  seem  frequently  to  result  in  a  city 
with  a  single  newspaper,  seriously  lack- 
ing in  appropriate  news,  instead  of  the 
two  decent  papers  available  before  the 
company's  arrival.  How  I  wish  Hussman 
had  been  in  Wilmington  when  Gannett 
first  came  to  call.  We  might  still  have  a 
paper  worth  reading. 

Linda  0.  Brizendine 
Wilmington,  Del. 

'BASHER'  TV  ADS 

BRUTALIZE  CONSUMERS  

Your  marketing  article  "Consumers 
are  getting  mad,  mad,  mad,  mad  at 
Mad  Ave"  (Marketing,  Apr.  30)  raises  a 
related  question.  Why  are  advertisers  in- 


creasingly driven  to  both  glorify 
trivialize  violence?  What  leads  CEOs 
creative  artists  to  present  these  rec( 
portrayals  in  TV  commercials:  killi 
business  executives  for  tennis  ba 
sneaker  competitors  dying  for  sneake 
exploding  pickup  trucks,  highly  reckk 
driving,  gang  colors  for  Soviet  jea 
buildings  collapsing  around  office  C{ 
ers. . . .  Will  the  list  be  endless?  Fi 
slasher  movies,  then  smasher  TV  shoA 
now  "basher"  TV  ads.  Do  our  creat 
industries  believe  consumers  demand 
enjoy  these  brutalities? 

Glenn  Ralsl 
Indianapi 

THE  EC'S  COPYRIGHT 
CONTROVERSY  CONTINUES 


Your  article  "Defense  against  pira 
or  death  to  the  clones?"  (Inforr 
tion  Processing,  May  7)  is  a  very  g( 
overview  of  the  debate  currently  rag: 
in  the  European  Community  over 
proposed  directive  on  copyright  prot 
tion  of  computer  programs. 

Both  the  U.  S.  Trade  Representat 
and  the  U.  S.  Ambassador  to  the  C( 
munity  have  recommended  that  the 
plication  of  copyright  protection  be 
tended  to  software  interfaces  and  h 
suggested  that  there  is  no  need  for 
EC  directive  to  include  specific  legislat 
measures  on  reverse  engineering  to 
vance  the  objective  of  compatibility.  T 
directive  would  severely  damage 
rest  of  the  world's  computer,  commi 
cations,  and  software  companies 
well  as  their  customers. 

A.  G.  W.  Bid 
Presid 

Computer  &  Communications  Indus 

As 

Washing, 

Your  article  on  the  European  C( 
munity's  proposed  copyright  dii 
tive  mischaracterizes  almost  all  of 
critical  points  in  the  current  debate 
reverse  engineering  in  Europe. 

First,  opposition  to  the  reverse-ei 
neering  proposal  in  the  EC  comes 
only  from  large  hardware  companies 
you  suggest,  but  also  from  almost 
additional  European  and  American  c 
cerns.  These  companies,  which  repres 
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"At  Texaco,  we're  free  to  rock  the  boat.  To  go  with  an  uncon- 
ventional idea  when  only  a  few  can  see  the  potential.  One  of  those 
ideas  resulted  in  a  major  development  in  gasoline  technology." 

Dan  Daly  is  a  research  chemist  at  the  Texaco  Research 
Center  in  Beacon,  N.Y.  He's  a  member  of  the  special  team  that 
developed  Texaco 's  System^^  gasoline. 

The  challenge:  To  clean  up  deposits  in  the  intake  systems  of 
today's  high-tech  engines. 

"We  could  have  used  a  pre-existing  additive  package.  That 
would  have  kept  us  at  par  with  the  current  technology  in  the 
industry  But  we  chose  to  go  beyond  that.  To  be  innovative,  even 
if  it  did  mean  taking  a  risk:' 

The  result:  A  remarkable  system  of  gasolines  that  keep  new 
cars  mnning  like  new  and  can  help  restore  performance  to  older 
cars.  In  fact,  in  the  BMW  test  rim  on  each  of  the  six  leading  national 
gasolines,  only  System^  removed  deposits  on  dirty  intake  valves. 

This  new  generation  of  fiiels  has  met  with 
strong  consumer  acceptance. 

"It's  exhilarating  to  know  you've  developed 
something  that  can  improve  car  performance!' 

Right,  Dan.  Because  your  team  made  waves, 
we  made  a  better  product  for  our  customers.  American  pSad 

TEXACO-WE'VE  GOT  THE  ENERGY. 


the  majority  of  the  computer  industry  on 
two  continents,  are  supported  not  only 
by  Caria  Hills  (whom  you  unfairly  brand 
as  a  former  IBM  board  member)  but  also 
by  a  bipartisan  group  of  congressional 
leaders  on  both  the  House  and  Senate 
committees  responsible  for  the  legal 
rules  affecting  computer  products. 

Second,  these  companies  and  public  of- 
ficials have  not  opposed  all  forms  of  re- 
verse engineering,  as  you  suggest,  but 
only  those  forms — especially  decompila- 
tion— that  we  believe  to  be  unlawful  un- 
der present  law. 

The  reason  we  oppose  this  form  of 
reverse  engineering  is  not  because  we 
want  to  "strengthen  computer  giants" 
as  you  suggest  (indeed  most  of  the  com- 
panies that  share  this  view  must  com- 
pete against  these  giants  for  software 
sales).  Rather,  it  is  because  we  believe 
the  EC's  decompilation  proposal  would 
undermine  the  strong  legal  protection 
that  all  companies — and  especially  small 
companies — need  in  order  to  continue  in- 
vesting capital  and  careers  in  new  and 
unproven  products. 

Douglas  E.  Phillips 
President 
Business  Software  Alliance 
Washington 


■ was  disappointed  that  you  did  not 
really  address  one  of  the  major  as- 
pects of  the  controversy — the  effect  the 
directive  would  have  on  users. 

Our  considerable,  specialized  invest- 
ment in  information-technology  systems 
requires  the  maintenance  of  open  com- 
puter systems  and  the  continued  avail- 
ability of  accessible,  compatible,  and 
interoperable  computer  products.  The  EC 
draft  directive  would  have  the  opposite 
effect  by  significantly  extending  a  copy- 
right holder's  legal  rights. 

K.  F.  Richardson 
Group  Management  Services  Director 
The  Automobile  Assn. 
Basingstoke,  Hampshire 
England 

PUT  THE  PENTAGON  TO  WORK 
SAVING  THE  U.S.  ECONOMY  

Robert  Kuttner's  logic  in  "Industry 
needs  a  better  incubator  than  the 
Pentagon"  (Economic  Viewpoint,  Apr. 
30)  is  sound.  What  is  missing  from  the 
article  is  some  light  on  precisely  why 
John  Sununu,  Michael  Boskin,  Dick  Dar- 
man,  Nicholas  Brady,  and  Richard  Che- 
ney are  so  vehemently  opposed  to  apply- 
ing U.  S.  defense  technology  to  help  our 


commercial  industries  of  tomorn 
grow.  Without  these  new  commercial 
dustries  in  superconductivity,  high-de 
nition  TV,   supersonic  commercial 
craft,   advanced   fiber  optics,  et 
Corporate  America  must  become 
world's  largest  branch  office  while 
suboptimizes  economic  growth.  Yet  U.  carffj 
economic  growth  is  the  No.  1  priority 
all  of  the  above  officials. 

Murray  Hillmljfr.S. 
New  Yc  0vi\ 
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■ agree,  we  do  need  an  industrial  poli 
To  some,  this  is  offensive  because 
the  long  traditions  of  laissez-faire  ahr  ile  t 
democratic  capitalism.  But  an  industi 
policy  would  serve  many  beneficial  p 
poses.  For  one,  it  would  enhance 
productivity  of  the  defense  sector  of  t 
economy  and  flow  over  into  the  priv; 
For  another,  it  would  use  some  of  tl 
enormous  budget  to  build  up  the  pla 
equipment,  and  bottom  line,  instead 
tearing  it  down. 

There  is  nothing  wrong  with  pea  gpor 
time  military  and  scientific  spending  i 
is  productive  and  establishes  some  be 
fit  to  the  economy.  We  used  to 
around  and  wait  for  NASA  and  the  Ikfjadij 
fense  Dept.  to  develop  something 
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iff  the  technology — now,  we  just 
i  wait  for  science  to  invent  it  and 
panese  to  produce  it. 

W.  David  MontJoye 
Beavercreek,  Ohio 

ON  THE  WRONG  SIDE  OF 
LY-SIDE  ECONOMICS?  

3ur  report  on  Lawrence  B.  Lind- 
s  book,  The  Growth  Experiment: 
he  New  Tax  Policy  is  Transform- 
le  U.  S.  Economy,  a  review  or  a 
rving  ax-grinding  ("Reaganomics: 
-side  up,"  Books,  May  7)? 
'ing  mispredicted  supply-side 
nics  for  a  decade,  you  now  have 
ly  the  empirical  evidence  of  its 
s. 

Lawrence  M.  Stratton  Jr. 

Arlington,  Va. 

RONE  AMERICA'S 

ftRCHY  OF  JUDGES'  

shocked  to  read  in  your  edit- 
1  section  ("The  high  court  settles 
gregation  dilemma,"  May  14)  that 
jlieve  the  U.  S.  Supreme  Court  to 
)een  correct  in  its  recent  determi- 
that  a  judge  could  direct  an  in- 
in  a  district's  property  taxes  to 
t  segregation,  which  in  his  opin- 


CORRECTIONS  &  CLARIFICATIONS 

"When  this  watchdog  opens  its  mouth, 
it's  yawning,"  (Washington  Outlook, 
June  4)  incorrectly  stated  that  the  Fed- 
eral Election  Commission  had  imposed 
a  $3,500  fine  on  the  Auto  Dealers  & 
Drivers  for  Free  Trade  Political  Action 
Committee.  The  fine  was  actually  lev- 
ied against  a  campaign  committee  for 
Senator  Connie  Mack  (R-Fla.).  No  ac- 
tion was  taken  against  the  auto  deal- 
ers' PAC. 

A  chart  illustrating  Lotus  Develop- 
ment Corp.'s  stock  performance  ("Lo- 
tus isn't  wasting  time  weeping  at  the 
altar,"  Special  Report,  June  4)  misrep- 
resented Lotus'  April  30  and  May  22 
stock  prices.  They  should  have  been  31 
and  34,  respectively. 


ion  has  occurred  in  a  school  system. 

This  country  is  fast  becoming  a  mon- 
archy of  judges  who  sit  on  pedestals  and 
issue  decrees  that  breach  the  right  of 
citizens  to  be  represented. 

The  fact  that  our  judges  can,  at  whim, 
force  an  increase  in  taxes  is  completely 
outrageous. 

C.  W.  Johns 
San  Jose,  Calif. 


THE  INCREDIBLE  SHRIHKIHG 
HATIONAL  DEBT  

The  national  debt  is  not  growing  in 
real  terms  ("To  all  you  inflation 
alarmists:  Relax,"  Economic  Viewpoint, 
May  21).  If  the  national  debt  is  about  $3 
trillion  and  the  inflation  rate  is  about  5%', 
a  $150  billion  deficit  holds  the  national 
debt  constant  in  real  terms. 

Of  course,  if  the  economy  is  growing, 
the  national  debt  is  shrinking  as  a  pro- 
portion of  the  GNP. 

Emil  Heitner 
San  Anselmo,  Calif. 

WINNEBAGOS  WON'T  BE  FOUHD 
OUT  AT  THE  TRAILER  PARK  

Winnebago  manufactures  motor 
homes,  not  mobile  homes  ("The 
unhappy  campers  at  Winnebago,"  Top  of 
the  News,  May  28). 

M.J.  Dykstra 
President 
Holland  Motor  Homes 
Holland,  Mich. 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y,  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


ZDA 626,  Just  Step  Into  One  Of  Our 
Smaller  Competitors. 


If  you've  been  searching 
the  perfect  family  sedan,  do 


parts  of  a  car  are  the  feelings  of 
the  people  inside  it.  For  instance, 


at  more  and  more  Germans  are  doing.  Buy  a  our  patented  Twin  Trapezoidal  Link  rear  suspen- 
zda  626.  A  car  which  is  actually  more  spacious    sion  system  provides  steering  guidance  from  the 


Q  a  Mercedes-Benz  300E. 

Perhaps  that  explains  why,  in  the  country 
ts  given  us  Mercedes-Benz,  BMW  and  Audi, 
biggest  selling  import  car  is  the  Mazda  626. 

What,  you  might  wonder,  is  inspiring  so 
ny  German  drivers?  Mazda  calls  it  Kansei 
jineering.  Our  belief  that  the  most  important 


rear  wheels  for  a  reassuring  feel  even  during  life's 
unexpected  twists  and  turns. 

To  see  what  you've  been  missing,  get  your 
family  together  and  try  the  Mazda  626  on  for  size. 

For  more  information,  call  1-800-424-0202. 


It  Just  Feels  Right; 


BUSINESS  WEEK/JUNE  18,  199013 


What  if  selling  a 
business  brings 
you  $50  million? 

Selling  a  business  is  a  big 
step,  h  can  provide  rich 
rewards.  It  can  also  raise 
serious  questions. 

Who  can  help  you  deter- 
mine what  your  business  is 
realty  worth?  (]an  you  trust 
your  advisors  to  tell  you  if 
n4)t  selling  is  the  right  deci- 
siony  If  you  do  sell,  how 


should  you  allocate  your 
assets?  Is  this  the  time  to 
rethink  your  family's  hnan- 
cial  plan.**  What  will  you  do 
next,  and  who  will  vou  need 
to  help  you? 

The  point  is  clear:  Selling 
a  business  is  not  a  simple 
matter.  And  your  advisors 
should  care  enough  and  be 
skillful  enough  to  help  you 
sort  through  all  the  com- 
plexities to  gain  the  maxi- 
mum benefits. 

The  private  bankers  at 
Morgan  understand  all  this, 
because  we've  been  helping 


individuals  and  families 
build  -  and  sell  -  successful 
privately  owned  enterprises 
for  more  than  a  century. 
And  a  good  way  to  prepare 
for  either  is  to  establish  a 
private  banking  relationship 
at  Morgan.  You'll  have  the 
best  advice  and  technical 
skills  available  to  vou  - 
before,  during,  and  alter 
any  transaction. 

As  a  private  banking 
client,  you  and  your  busi- 
ness also  will  have  access 
to  all  of  the  resources  of 
Morgan's  global  organization 


-  the  same  analysts,  traders, 
hnancial  strategists,  invest- 
ment professionals,  tech- 
nology, and  underlying  cap- 
ital strength  that  serve  the 
world's  largest  corporations. 

For  more  information, 
call  Melissa  F.  Fetter,  Vice 
President,  Morgan 
Guaranty  Trust  Company, 
444  S.  Flower  Street, 
Los  Angeles,  CA  90017. 
(213)  489-9374. 


Private  Banking 
in  (California 


I  P  Mur^an  4  Co  Incorporated,  parrnt  of 
^  .  (..uariijilv  Trust  Company  {Member  H)IC) 
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^CHEV:  HERETIC  IN  THE  KREMLIN 

;ko  Doder  and  Louise  Branson 
.  450pp  .  $24.95 


)W  GORBY 
IT  TO  THE  TOP 


Iikhail  Gorbachev  and  peres- 
troika  are  fast-moving  targets: 
It's  incredibly  hard  for  com- 
.tors  to  freeze  them  in  time.  The 
iographies  of  Gorbachev  available 
now  have  been  hastily  written, 
y  uncritical,  and  quickly  outdated, 
eeping,  scholarly  study  is  badly 
d,  but  historians  would  do  well  to 
inti!  the  dramatic  events  in  the  So- 
'nion  take  a  more  distinct  path. 
•bachev:  Heretic  in  the  Kremlin, 
won't  hold  up  as  the  definitive 
But  authors  Dusko  Doder  and 
?  Branson  have  some  fresh  in- 
into  the  shaping  of  Gorba- 
worldview  and  the  formation 
inner  circle — insights  that  are 
icial  interest,  given  the  current 
turmoil. 

book's  strong  reporting  comes 
surprise.  Doder  reported  from 
>w  for  The  Washington  Post 
1981  to  1985.  His  earlier  book, 
)ws  and  Whispers,  traced  the 
lin's  struggle  with  the  first 
of  the  nation's  impending  de- 
ind  reflected  Doder's  extraordi- 
iccess  to  Soviet  officials.  Bran- 
>  a  former  Moscow  correspon- 
for  The  Sunday  Times  of 
in. 

ipared  with  the  old  men  who 
the  Soviet  Union  from  1964  to 
ruining  the  economy  and  stum- 
into  Afghanistan,  Gorbachev 
an  intellectual  sophisticate.  But 
also  not  the  brilliant  Lenin. 
■  and  Branson  show  that  Gorba- 
>as  more  in  common  with  Jimmy 
r:  He's  a  bright,  priggish  hay- 
'rom  a  southern  farming  region, 
t,  he  speaks  with  the  equivalent 
outhern  drawl,  which  jaded  Musco- 
ridicule.  Moreover,  Gorbachev  and 
ife,  Raisa,  always  seem  to  be  on  a 
iprovement  kick.  As  young  appa- 
iki  in  Gorbachev's  home  district  of 
jpol,  they  bragged  about  their 
ig  list.  In  1986,  Gorbachev  even 
1  to  Dale  Carnegie's  How  to  Win 
ds  and  Influence  People  to  spiff 
;  style  and  impress  foreign  visitors, 
bachev's  close  associates,  the  au- 
say,  are  like  him:  sober,  incorrupt- 
lurposttful  outsiders.  Gorbachev  be- 
jpinning  this  net  of  allies  in  the 
at  Moscow  State  University,  the 


nation's  best  college.  There  he  met  Alex- 
ander Lukyanov,  later  his  operations 
man.  Zdenek  Mlynar,  a  Czech  classmate, 
catalyzed  his  anti-Stalinism.  After  col- 
lege, Gorbachev  met  Eduard  Shevard- 
nadze, his  Young  Communist  League 
counterpart  in  neighboring  Georgia  and 
now  his  Foreign  Minister.  Later,  travel- 
ing to  Canada  as  a  Politburo  member, 
Gorbachev  met  Alexander  Yakovlev, 
who  had  been  exiled  to  an  ambassadorial 
post  in  Ottawa  because  of  his  reformist 


views.  When  Gorbachev  took  power,  he 
brought  Yakovlev  home,  where  he  be- 
came the  brains  behind  perestroika. 

Gorbachev  also  skillfully  forged  alli- 
ances with  powerful  party  officials.  As 
the  party  boss  of  Stavropol,  he  was  ide- 
ally placed.  The  region  is  a  rich  vacation 
spot,  and  many  in  the  Politburo  took 
breaks  there.  Charming  young  Mikhail 
was  always  at  the  train  station  to  wel- 
come them.  He  was  careful  to  cater  to 
the  whims  of  the  doddering  leader  Leo- 
nid Brezhnev.  There,  he  made  his  most 
important  connection  of  all — with  Yuri 
Andropov,  the  reformist  KGB  chief  who 


arranged  his  promotion  to  the  Politburo 
in  1978. 

Gorbachev's  eager-to-please  quality 
helped  him  skate  past  failures.  His  Stav- 
ropol farm  policies,  which  relied  on  small 
brigades  of  farmers,  earned  him  acco- 
lades. But  they  failed  miserably  when 
applied  elsewhere.  In  1978,  as  the  new 
Politburo  member  in  charge  of  agricul- 
ture, Gorbachev  presided  over  the  big- 
gest Soviet  grain  harvest  in  history.  He 
remained  so  popular  that  he  escaped 
blame  when  the  next  several  harvests 
were  disasters. 

Doder  and  Branson  go  further  than 
other  biographers  in  explaining  Gorba- 
chev's hatred  of  Stalinism,  which  has  fu- 
eled his  drive  for  free  speech  and  a  more 
open  society.  Official  propaganda  claims 
that  his  beloved  grandfather,  Andrei 
Gorbachev,  was  a  pioneer  in  Stalin's 
farm-collectivization  program.  But  the 
authors  say  he  was  actually  an  out- 
spoken opponent  of  the  policy,  which 
ended  private  land  ownership  and  led 
to  mass  executions  of  middle-class 
farmers.  Andrei  Gorbachev  ended  up 
in  a  labor  camp  for  allegedly  hoarding 
food  for  his  family  during  the  famine 
wrought  by  collectivization. 

Unfortunately,  the  last  part  of  the 
book,  on  Soviet  politics  after  1988,  is 
weak,  perhaps  because  the  authors 
were  no  longer  reporting  full-time  in 
Moscow.  It  does  a  poor  job  of  explain- 
ing several  conservative  assaults  on 
perestroika  and  doesn't  break  much 
new  ground  on  the  explosive  issue  of 
nationality  conflicts.  Nor  does  it  add 
much  to  the  tangled  tale  of  populist 
Boris  N.  Yeltsin,  the  cashiered  Polit- 
buro member  just  elected  president  of 
the  powerful  Russian  republic. 

It  says  a  lot  about  the  times  that 
the  publisher  had  to  rush  a  last  chap- 
ter to  reviewers.  The  book  was  ready 
for  printing  when,  on  Feb.  5,  Gorba- 
chev and  reformers  turned  70  years 
of  Soviet  politics  on  its  head  by  per- 
suading the  Communist  Party  to 
waive  its  political  monopoly.  That 
opened  the  door  for  direct  elections  of 
the  Soviet  leader  in  a  few  years. 
As  the  authors  note,  Gorbachev  may 
have  planted  the  seeds  of  his  own  de- 
struction. "It  is  entirely  possible  that 
Gorbachev  ultimately  will  be  rejected  by 
the  nation  in  a  free  election,"  they  write 
"and  that  in  that  sense  his  rule  consti- 
tutes a  'transitional'  period  between  au- 
thoritarianism and  democracy."  A  future 
Yeltsin  electoral  victory  over  Gorbachev, 
unthinkable  only  a  short  time  ago,  would 
be  testimony  to  that  point  of  view — and 
to  the  success  of  perestroika. 

BY  PETER  GALUSZKA 
Galuszka  was  BUSINESS  WEEK's  Moscow 
correspondent  from  1986  to  1989. 
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0!  THAT  THIS 
TOO,  TOO 
SOLID  DEFICIT 
WOULD  MELT! 

BY  ALANS.  BLINDER 


Who  would  bear  such 
burdens, 
The  dread  of  raising  taxes 
in  an  election  year, 
That  electoral  abyss  from 
which  no  politician  returns. 
Thus  the  vision  thing  is 
sicklied  o'er  . . . 


ALAN  S  (ilNDER  IS  THE  GORDON  S  RENTSCHLER 
MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON  AND 
THE  AUTHOR  OF  HARD  HEADS.  SOFT  HEARTS 


A  few  nights  ago,  George  Bush  was 
heard  wandering  through  the  White 
House  in  the  wee  hours,  brooding. 

To  tax  or  not  to  tax — that  is  the 
question. 
Whether  'tis  nobler  in  the  mind  to 
suffer 

The  slings  and  arrows  of  outrageous 

political  misfortune 
Or  to  face  up  to  a  sea  of  deficits, 
And  by  taxation  end  them. 

To  tax,  to  spend  no  more. 

And  by  a  rosy  scenario  to  say  we  end 

The  structural  deficit  and  the  thousand 

natural  shocks 
The  budget  is  heir  to.  'Tis  a 

consummation 
Devoutly  to  be  wished. 

To  tax,  to  spend,  the  peace  dividend 

Perchance  to  dream. 

Aye,  there's  the  rub. 

For  in  that  dream  of  peace  what  budget 

surpluses  may  come 
When  we  have  whittled  down  the 

Pentagon's  coin 
Must  give  us  pause.  There's  the  hope 
That  may  avert  calamity  in  my  term. 

For  who  would  bear  the  whips  and 

scorns  of  dying  S&Ls, 
The  infrastructure's  crumble, 
The  Democrats'  obscene  gloating, 
The  pangs  of  high  interest  rates. 
The  insolence  of  reporters. 
And  the  insults  that  such  a  man  of 

merit  must  endure 
When  he  himself  might  his  exit  take 

with  a  fair  Boskin? 

Who  would  bear  such  burdens. 

To  grunt  and  sweat  before  Congress, 

But  that  the  dread  of  raising  taxes  in  an 

election  year. 
That  electoral  abyss  from  which  no 

politician  returns, 
Paralyzes  the  will. 

And  makes  us  rather  bear  the  deficits 
we  have 

Than  fly  to  perils  we  know  not  of? 

Pollsters  do  make  cowards  of  us  all. 
Thus  the  vision  thing  is  sicklied  o'er 

with  the  pale  cast  of  doubt. 
And  events  of  great  pitch  and  moment 
Pass  us  by  in  East  Europe  and  at  home 
As  we  brood  upon  this  thought 
And  lose  the  capacity  to  act. 

Soft  you  now! 

The  fair  Darman!  Keeper  of  the  budget. 
Reader  of  the  lips. 

DARMAN:  My  lord,  I  have  a  T-word  for 
you  that  Congress  has  long  longed  to 
deliver.  I  pray  you  now  receive  it. 

BUSH;  No.  I  never  gave  you  license. 

DARMAN:  My  honored  lord,  you  know 
right  well  you  did.  And  when  thou 


disavowed  sweet  Sununu's  words  t 
egged  those  evil  legislators  on. 

BUSH:  Ha!  Are  you  honest?  Are  you  ii  j 

DARMAN:  What  means  your  lordship 

BUSH:  That  if  you  be  honest  and  fai/^l 
your  honesty  would  not  be  so  ' 
questioned  in  the  Congress. 

DARMAN:  Would  my  revenue  project 
have  won  your  heart  were  they 
modest?  Would  my  interest-rate 
assumptions  have  brought  you  chk 
were  they  less  bold? 

BUSH:  Not  likely,  good  Darman.  Ala  «| 
stayed  the  clock,  but  now  time  gi  s 
our  budget  disproof.  You  read  my  i 

DARMAN:  Indeed,  my  lord,  you  madc: 

BUSH:  You  should  not  have  believed  \> 
for  virtuous  hope  cannot  innocula 
budget  from  outrageous  reality.  Ir, 
not  scorn  the  T-word  now. 

DARMAN:  I  was  the  more  deceived,  t 

BUSH:  Get  thee  to  Capitol  Hill.  Brin[T2 
back  great  Gramm,  righteous 
Rudman,  and  hardy  Hollings.  I  ai 
myself  an  honest  man,  but  my  bu?( 
is  accused  of  such  things  that  dei 
Dole  and  duped  Dukakis  didst  su:3i 
at  the  polls.  I  am  proud,  revengeil,; 
and  with  more  budget  schemes  ali 
beck  than  I  have  accounting  gimrji 
to  give  them  shape.  The  people  kii 
we  are  errant  knaves  all.  They  be 
none  of  us.  So  go  thy  way  to  the 
and  bring  the  trio  here.  We'll  hav 
Gramm-Rudman  HI  before  the  dc 

(Darman  returns  an  hour  later  w 
Gramm,  Rudman,  and  Hollings.) 

GRH:  Double,  double,  toil  and  troubl 
Fire  burn,  and  cauldron  bubble, 
Eye  of  Newt  and  toe  of  foal. 
Wing  of  Quayle  and  tongue  of  D< 
Silvered  in  the  moon's  eclipse, 
Right-wing  Turks  and  well-read  11 

BUSH  (startled):  Who  goes  there? 

DARMAN:  'Tis  the  trio,  sir,  from  the 

BUSH:  Good  men  all.  Twice  before  y' 
magic  pens  have  the  budget  crisis 
staved,  with  lofty  aims  and  loopb 
well  hid.  Wilt  thou  cook  up  one  in 
brew  to  get  me  through  1992? 

GRAMM  and  RUDMAN:  Aye! 

HOLLINGS:  Nay! 

BUSH:  Partisan  fiend!  Return  this  la: 
the  Hill,  there  to  slave  'til  Democ 
this  White  House  regain — if  'ere 
do!  ril  repair  with  great  Gramm  iid 
righteous  Rudman  and  labor  'til  ■ 
morrow.  At  dawn's  first  light,  we^i 
see  who  has  the  upper  hand.  ;j 
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^*LIS.  Opens  are  won  with  guts  and  pars/* 

Curtis  Strange 


When  Curtis  Strange  won  his 
second  straight  U.S.  Open,  he 
solidified  his  stature  as  one  of  the 
worlds  finest  golfers.  Strange's 
battling  instincts  and  well-rounded 
game  had  already  made  him  the  first 
golfer  to  win  a  million  dollars  in  a 
single  year.  And,  as  the  first  golfer  to 
repeat  as  Open  champion  since  the 
legendary  Ben  Hogan  in  1951,  he 
has  earned  himself  a  lasting  place  in 
the  history  of  his  sport. 

The  son  of  a  teaching  pro, 
Curtis  has  always  played  the  game 
with  an  uncommon  intensity.  His 
competitiveness  has  served  him 
well  both  as  an  amateur  and 
as  a  professional. 


"Sometimes  fortitude  and  guts  are 
more  important  than  talent  or  skill," 
said  Strange.  "If  it  comes  down  to 
who  wants  it  more,  I  want  it  a  bunch 
and  they  all  know  it." 

An  unyielding  performance 
under  extreme  pressure  brought 
Curtis  Strange  a  historic  triumph. 
Not  surprisingly,  he  looks  for 
similar  qualities  in  his  choice  . 
ofa  timepiece— Rolex.  ^ 

ROLEX 


0\iti  I  I         ,    i   .   Date  in  18kt  gold  li-ith  diamond  dial  and  concealed-dasp  Trtdor  President  bracelet. 
Write  for  brochure.  Rolc.\  Watch  U.S.A.,  Inc.,  Dept.S90,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.Y.  10022. 

1990  Rolex  Watch  USA  ,  Inc  Rolex,  Oyster  Perpetual,  Day-Date,  Tndor  and  President  are  trademarks 


Yes,  its  just  like  your  good 
old  PC-familiar  and  easy 
to  use.  No,  it's  not  like  your  good 
old  PC— underpowered  and 
short  of  memory,  especially  on  a 
network.  Its  a  MultiPersonaF 
Computer  from  Motorola,  and  it 
has  what  you  need. 

For  starters,  raw  power.  With 
Motorola's  high  performance 


M88000" 
RISC  micro- 


processor 
for  speeds  over  60  MIPS. 

Next,UNlX'SystemV-the 
true  multi-user,  multi-tasking 
operating  system.  And  X-Windows 
for  transparent  access  to  any 
resource  on  the  network:  Main- 
frames. Minis.  Macs.  LANs. 


PCs.  Printers.  Scanners.  Or 
any  combination  thereof,  simul- 
taneously 

The  high  resolution  Net- 
work Display  Stations  that  come 
with  a  MultiPersonal  computer 
make  UNIX  as  I  ' 

LAiER 
PRJNTERS 

graphical  as  it  t— 1~ 
is  powerful. 
And  you  don't 


:u'Q5 


need  a  degree  in  nuclear  ph 
to  operate  a  MultiPersonal 
puter-only  a  little  intuitior 
some  mouse-eye  coordinat 
for  pointing  and  clicking  oi  "' 
icons  and  windows. 


Personal 

Mlt-TiPersonal  Computer 


COMPUTHR 
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Q*IPUTHl 

300 


200  V\, 
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It  Looks  Like  A  PC 
It  Feels  Like  A  PC 

Thank  Goodness  It's  Not. 


MultiPersonai:' 

(^OMPITER 


Network  Computing  With  A  Personal  ToucK" 


Tiputer 


1  Inc  All  oiiitr  producis  or  brand  names  listed  are  trademarks  or  registered  trademarks  of  their  respecDve  holders 


aL  M88000,  and  the  Motorola  logo  are  trademarks  or  registe]| 


iltiPersonal  Computer 
iy  to  roll,  right  out  of 
comes  complete  with 
e  best  software  in  the 
.ike  the  Uniplex"ofBce 
jreadsheets  and  word 
;.  Access  to  your 
Dracle' 
x' 

data- 


bases. And  FrameMaker"  cor- 
porate publishing.  It  even  runs 
your  PC  DOS  applications,  with- 
out any  additional  hardware. 

It's  a  big  bundle,  but  it  won't 
cost  you  one.  In  fact,  you  can't 


assemble  a  more 


capable  collection 


MultiPmoml  Computers  came  in  ihrfe  sizes  for  workgroups 
from  2  to  64  nations  Plus  a  choice  of  1 7-mch  mlor.  or  16-  and  19-inch 
monochrome  Network  Display  Sfatiofis  And  system  peripherals 
including  laser  printers,  scanners,  streaming  tape  and  optical  drives. 


of  computers,  for 
less.  Period.  And  it's 
all  backed  by 
Motorola's  commitment  to  un- 
compromising quality  and  open 
standards. 

If  your  business  needs  more 
computers,  then  for  goodness 


sake,  get  more  than  just  personal 
computers.  Get  a  MultiPersonal 
Computer.  CaU  1-800-556-1234, 
Ext.  165.  Or  1-800-441-2345, 
Ext.  165,  in  California. 
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BY  CHRISTOPHER  FARRELL 


PERSONAL  SAVINGS 
MAY  TAKE 

A  BEATING . . .  

One  of  the  more  reassuring  econom- 
ic developments  recently  has  been 
the  rise  in  the  personal  savings  rate 
from  3.2%  of  disposable  income  in  1987 
to  5.4%  currently.  A  higher  savings  rate 
can  have  many  beneficial  effects,  includ- 
ing lessening  the  nation's  dependence  on 
foreign  capital  and  providing  the  seed 
corn  for  new  business  investment.  But 
that  increase  in  the  savings  rate,  so 
heartening  in  many  charts,  "has  been 
mostly  a  statistical  figment  of  the  imagi- 
nation," says  Edward  McKelvey,  senior 
economist  at  Goldman,  Sachs  &  Co. 


A  PHANTOM  RISE 
IN  SAVINGS? 

6  I  


▲  PERCENT 

DATA:  COMMERCE  DEPT.;  GOLDMAN,  SACHS  &  CO.;  BW  EST. 

There  could  "be  a  significant  downward 
revision  in  the  savings  rate,  and  it  could 
go  as  low  as  4%,"  he  adds. 

McKelvey's  evidence  rests  on  the 
huge  gap  that  has  opened  between  the 
national  personal  income  figures,  esti- 
mated monthly  by  the  Commerce  Dept., 
and  the  state-based  income  numbers,  on 
which  the  national  estimates  are  ulti- 
mately based.  Commerce  calculates  its 
income  numbers  from  a  variety  of 
sources,  including  employment  estimates 
and  trends  in  wages.  It  then  estimates 
what  people  spent  on  everything  from 
haircuts  to  refrigerators.  Savings  is  the 
difference  between  what  people  earn 
and  what  they  spend.  The  state-income 
figure,  derived  mainly  from  employer 
payments  of  Social  Security  and  unem- 
ployment insui-ance  taxes,  suggests  that 
the  federal  government's  income  figure 
may  be  inflaied  by  some  $50  billion  to 
$60  billion.  This  means  that  the  savings 
number  is  also  too  high  by  that  amount. 


Why  the  discrepancy?  McKelvey 
thinks  that  Commerce  overestimated 
payroll  employment  growth.  Its  expecta- 
tions on  bonus  payments  may  have  been 
overly  optimistic,  too,  especially  in  the 
financial  services  industry.  The  govern- 
ment will  be  revising  its  numbers  in 
July,  and  if  McKelvey  is  right,  then 
households  may  be  living  with  tighter 
budgets  than  economists  now  believe. 


. . .  WHILE  HOME  VALUES 
HEAD  FOR 

THE  BASEMENT  

Declining  home  equity  offers  further 
evidence  that  consumers  may  be 
feeling  more  financially  pinched  in  the 
months  ahead  than  even  the  economy's 
lethargic  pace  suggests. 

It's  no  secret  that  home  buyers  bor- 
rowed mightily  to  finance  their  pur- 
chases in  the  1980s.  Now,  prices  in  the 
residential  real  estate  market  are  stag- 
nant or  sagging  in  most  parts  of  the 
country.  Last  year,  home  mortgages  ac- 
counted for  more  than  half  of  home  val- 
ues for  the  first  time,  says  Edward  S. 
Hyman,  chief  economist  at  C.  J.  Law- 
rence, Morgan  Grenfell  Inc.  In  1980,  by 
contrast,  home  mortgages  represented 
36%  of  home  values. 

This  drop  in  home  equity  may  be  re- 
sponsible for  the  slump  in  the  remodel- 
ing industry.  Real  spending  on  residen- 
tial remodeling  declined  3%  to  4%  last 
year  and  should  fall  even  more  sharply 
this  year,  according  to  a  report  by  Law- 
rence J.  Horan  and  Adam  D.  Scheiner, 
analysts  at  Prudential-Bache  Securities 
Inc.  Homeowners,  they  say,  may  be 
skeptical  that  they  can  recoup  the  cost 
of  home  improvements  at  resale. 


WHY  REBUILDING 
EASTERN  EUROPE 
WON'T  DRAIN  THE  WEST 

Since  the  Berlin  Wall  fell  last  Novem- 
ber, economic  pundits  have  been 
speculating  over  the  cost  of  rebuilding 
Eastern  Europe.  It's  been  widely  esti- 
mated that  more  than  a  half-trillion  dol- 
lars will  be  required,  severely  straining 
the  world's  capital  markets  and  driving 
interest  rates  higher.  But  not  everyone 
is  convinced.  "The  effects  will  be  less 
severe  than  anyone  currently  expects," 
says  George  J.  Iwanicki,  an  economist  at 
Kidder,  Peabody  &  Co. 

Iwanicki  comes  to  that  conclusion  af- 
ter first  running  an  "aggressive"  capi- 
tal-importing model.  He  assumes  that 
the  gross  national  products  of  Bulgaria, 


Czechoslovakia,  East  Germany,  H 
ry,  Poland,  Romania,  and  Yugos 
would  grow  by  25%  annually.  By  d 
trast.  South  Korea  grew  at  a  17.3?  i. 
nual  rate  over  the  past  six  years  ^ 
estimates  that  the  Eastern  EuroE 
economies  would  import  capitaR 
roughly  3.8%  of  their  GNP.  That  is  I- 
parable  to  the  external  financing  of  t 
in  America  between  1978  and  fi 
Iwanicki  finds  that  Eastern  Eur  t 
needs  would  siphon  off  $427  billion  is: 
Western  capital  markets  over  the  !: 
six  years.  As  a  benchmark,  the  U. 
ported  $706  billion  during  the  pasi 
years.  I 
Iwanicki's  more  "reasonable"  scej| 
assumes  that  the  Eastern  EuroB 
economies  will  grow  10%  annuallyB 
will  import  capital  at  a  faster  rate  I 
the  U.  S.  did — but  slower  than  the  hi 
Latin  American  pace.  In  this  case,  ■ 
em  Europe's  six-year  capital  inflo« 
average  3.2%  of  GNP — or  $212  billil 
total.  This  "capital  draw"  can  be  el 
managed  by  the  Western  markets  4 
says.  And  any  upward  pressure  on  (' 
al  real  interest  rates  will  be  modest,  c 
sidering  "how  small  their  extern;;; 
nancing  is  likely  to  be,"  he  adds.  li 


CIGARETTE  SMOKERS  I 
WILL  QUIT  ^ 
—AT  A  PRICE  ^ 

Congress  is  considering  doublings 
current  federal  excise  tax  on 
rettes  from  16$  to  32$.  Will  the  hi 
price  encourage  consumers  to  cut  ( 
on  cigarette  smoking?  Yes. 

If  you  think  that  cigarette  smc 
are  indifferent  to  price,  you  should 
again.  That's  the  conclusion  of  a  n 
study.  An  Empirical  Analysis  of  ( 
rette  Addiction,  by  Gary  S.  Beck 
BUSINESS  WEEK  columnist),  Kevir 
Murphy  of  the  University  of  Chi( 
and  City  University  of  New  York  e<r 
mist  Michael  Grossman   They  stii' 
annual  per  capita  cigarette  consum  it 
from  1955  to  1985.  After  adjusting  b 
data  for  such  factors  as  income  an^t 
mographic  trends,  the  economists  ffc 
that  a  10%  increase  in  cigarette  pw 
reduces  current  consumption  by  4 
the  short  term  and  7.5%  in  the 
term. 

A  16(t-a-pack  tax  hike  would  then 
cut  consumption  significantly.  Ai 
cans  puffed  about  100  packs  per  c 
in  1989 — but  that  number  would  h 
96  packs  in  the  first  year  of  the  tax 
according  to  the  Becker-Murphy-G 
man  model.  At  the  end  of  four  or 
years,  consumption  would  fall  to  a 
92  packs  per  capita. 
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BATOR,  MONGOLIA'S  CAPITAL:  A  HARDY  PEOPLE  DESPITE  A  DIET  SHORT  ON  GREENS 


ASNOST  MEETS 

E  HEIRS  OF  GENGHIS  KHAN 


m  Beijing  to  Ulan  Bator  there  is 
St  one  plane  a  week,  a  battered 
Qtonov-24.  And  service  to  the  re- 
longolian  capital  is  so  irregular 
isn't  even  listed  on  the  airport's 
,e  board.  Perhaps  with  good  rea- 
imitive  communications,  outdated 
ent,  and  overcast  weather  con- 
)  cancel  our  flight, 
s  this  happen  often?"  my  hus- 
bks  a  Japanese  businessman  who 
teran  of  the  run. 
ays." 

s  rumored,  the  winds  of  change 
[oscow  have  indeed  swept  across 
bi  and  reached  Ulan  Bator,  they 
.  quite  reached  this  little  outpost 
golian  Airlines  at  the  Beijing  air- 
iut  we  return  the  following  day, 
is  time,  all  systems  are  go.  We 
.he  plane  along  with  two  Western 
i's,  a  Swiss  banker,  and  groups  of 
an  hunters  and  Japanese  anglers, 
ght  attendant  hands  out  newspa- 
ritten  in  Cyrillic  and  the  English- 
ge  tabloid  Moscow  News.  The  in- 
snack  is  raw  bacon  and  a  small 
Df  vodka. 

e  hours  later,  we  land  in  Ulan 
the  capital  of  Mongolia.  Once 
3uter  Mongolia,  this  ten-itory  was 
nturies  dominated  by  China — 
jtill  includes  within  its  borders  the 


area  known  as  Inner  Mongolia.  But 
since  1921,  Mongolia  has  been  a  Soviet 
satellite  state. 

The  night  air  is  cooler  and  fresher 
than  Beijing's.  There's  just  a  scattering 
of  neon  lights  on  a  few  bars  and  on  a 
couple  of  hotels,  but  compared  with  Bei- 
jing, it  looks  like  Las  Vegas.  Daylight 
shows  a  city  of  broad  avenues  and  im- 
mense Socialist-style  buildings  in  peach 
and  red  hues.  Slightly  shabby,  the  blocks 
of  high-rise  offices  retain  a  vaguely  Eu- 
ropean feel,  a  result  of  70  years  of  Sovi- 
et rule.  After  overcrowded  and  repres- 
sive Beijing,  Ulan  Bator  feels  relaxed 
and  empty.  Mongolia's  entire  population 
is  only  two  million,  less  than  a  third  that 
of  the  Chinese  capital. 

Many  men  and  women  wear  leather 


boots  and  the  traditional  high-collared 
robe  held  together  with  a  brightly  col- 
ored sash — all  sported  with  a  style  and 
grace  rarely  found  in  socialist  countries. 
The  felt  tents  clustered  in  various  subur- 
ban neighborhoods  give  the  city  a  fron- 
tier quality  despite  all  the  modern  build- 
ings. The  inhabitants,  like  their  nomadic 
countrymen  out  in  the  grasslands,  while 
away  the  evenings  around  cozy  coal- 
fired  stoves. 

In  the  city's  premier  hotel,  the  drab, 
stolid  Ulan  Bator  Hotel,  with  its  $160, 
two-bit  rooms,  we're  made  to  feel  lucky 
that  we  even  have  one.  There  is  daily 
rancor  at  the  check-in  desk  as  guests 
with  delusions  of  confirmed  bookings  ar- 
gue and  cajole  to  get  the  receptionists — 
who  speak  only  Mongolian  and  Rus- 
sian— to  hand  over  room  keys. 
BLOBS  OF  FAT.  Then,  there's  the  food: 
mutton  and  potatoes — no  fresh  green 
vegetables  and  never  a  new  entree  on 
the  menu.  The  waiters  bring  large  blobs 
of  fat  and  present  them  as  barbecued 
lamb.  But  the  cuisine's  reputation  has 
preceded  it,  and  we  have  packed  peanut 
butter,  crackers,  canned  spaghetti,  fruit, 
dried  noodles,  and  powdered  milk.  (The 
greenless  diet  seems  to  suit  the  Mongo- 
lians, who  all  look  quite  hardy.) 

It's  Lenin's  birthday,  and  in  front  of 
the  hotel,  goose-stepping  soldiers  and  a 
marching  band  enliven  the  laying  of 
wreaths  at  the  foot  of  the  only  remain- 
ing statue  of  him  in  town.  The  city's  last 
remaining  statue  of  Stalin  was  torn 
down  in  Febi'uary.  But  the  Communist 
Party  is  still  in  control  and  is  widely 
expected  to  win  the  country's  first  multi- 
party elections  this  summer,  having  co- 
opted  much  of  the  opposition's  reform 
program. 

Not  that  Stalin  doesn't  get  his  lumps. 
Among  other  crimes,  he  is  accused  by 
our  government-supplied  guide  of  hav- 
ing nearly  obliterated  the  country's  tra- 
ditional Buddhist  religion.  Gandan,  the 
sole  surviving  Buddhist  monastery,  was 
once  the  center  of  a  faith  that  boasted 
more  than  700  monasteries  and  tens  of 
thousands  of  monks.  Now,  there  are 
only  a  few  elderly  saffron-robed  monks 
to  be  seen,  carrying  out  their  devotions 
before  camera-laden  tourists  from  East- 
ern Europe. 

In  other  areas,  the  cultural  renais- 
sance takes  strange  forms.  The  rock 
band  Harankh  resembles  any  other 
heavy-metal  group  with  its  shoulder- 
length  hair,  metal  studs,  and  volume. 
But  their  lyrics  deal  with  poverty,  bu- 
reaucracy, and  repression.  Another  rock 
group,  Hongk,  has  hit  the  lo- 
cal top  of  the  pops  chart 
with  an  ode  to  hometown  boy 
Genghis  Khan.  Their  song 
reaches  back  to  the  13th  cen- 
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TWo  years  ago  the  State  of  Louisiana 
voted  for  a  political  revolution.  It  elected  a 
new  governor  —  Buddy  Roemer  —  and 
endorsed  his  program  to  clean  up  state 
politics,  stabilize  finances,  create  a  healthy 
business  climate  and  revitalize  public 
education.  This  is  a  progress  report  on  the 
"Roemer  Revolution  "  and  how  it  could 
affect  your  next  industrial  location  decision. 


FINANCES 

Faced  with  an  inherited  $1 .3  billion  deficit 
brought  on  by  the  collapse  of  oil  prices  and  a 
worldwide  oil  glut,  the  new  administration 
pushed  through  legislation  creating  the  Louisiana 
Recovery  District  to  manage  the  huge  deficit- 
It  rigorously  trimmed  budgets,  eliminated  66 
boards  and  commissions,  brought  state  spending 
below  the  southern  average  and  developed 
and  passed  a  true  balanced  budget  for  the  first 
time  in  several  years.  But  even  with  tightened 
budgetary  constraints,  it  moved  forward  to 
create  an  infrastructure  trust  fund  dedicated  to 
improvement  of  highways,  bridges,  airports  and 
water  ports.  Today,  although  not  totally  out  of 
the  fiscal  woods,  Louisiana  is  operating  in  the 
black  and  completing  its  second  straight  year 
with  a  balanced  budget. 


POLITICAL  REFORM 

The  new  administrations  first  act  was  to  get  a 
tough,  new  Campaign  Finance  Reform  law 
enacted  by  the  legislature.  The  new  law  strictly 
limits  the  amount  of  contributions  to  political 
candidates  and  requires  full  reporting  of  all 
campaign  contributions.  At  the  same  time,  an 
Office  of  Inspector  General  was  created  with 
broad  powers  to  root  out  corruption  and 
mismanagement  of  state  funds.  Taken  together, 
these  two  acts  have  the  power  to  change 
profoundly  the  Louisiana  political  landscape  and 
to  make  sure  government-business  relations  are 
conducted  in  responsible  and  ethical  ways. 


BUSINESS  CLIMATE 

With  the  support  of  the  legislature  the 
administration  was  able  to  get  a  series  of  laws 
enacted  to  reduce  the  cost  of  doing  business 
in  Louisiana,  including: 

—  A  reduction  in  the  maximum  benefits  available 
under  unemployment  compensation. 

—  A  new  products  liability  act  based  on  fairness 
and  common  sense. 

—  Reform  of  Workers  Compensation  to  require 
employees  to  prove  injuries  are  jot>related. 

—  Creation  of  a  workers  compensation  safety 
program  that  rewards  employers  that  have 
safe  work  places  with  decreases  in  their 
workers  compensation  insurance 

—  Creation  of  an  Economic  Development 
Cabinet  to  review  all  state  policies  relating  to 
economic  growth  and  to  recommend  actions 
to  improve  the  states  business  climate. 


EDUCATION 

A  principal  goal  of  the  "Roemer  Revolution"  was 
the  total  reshaping  of  Louisiana's  public  education 
system  over  the  next  decade  to  provide  students 
with  the  training  they  will  need  to  compete 
successfully  for  jobs.  Despite  Louisiana's 
respectable  ranking  among  southern  states  in 
per  pupil  and  per  capita  expenditures  for 
education,  the  new  administration  aimed  at  still 
higher  levels  of  support.  A  nationally  recognized 
educator  was  brought  aboard  and  given  the 
task  of  reshaping  public  education  policy. 

The  "Children  First  Act",  an  omnibus  education 
bill,  was  adopted.  It  provided  substantial  pay 
raises  for  teachers  —  and  made  provision  for 
continuing  pay  improvements  —  coupled  to 
much  tighter  evaluation  critena.  It  reduced 
classroom  size  and  implemented  an  innovative 
Master  Plan  for  education.  Among  the  benefits; 
The  public  got  seriously  involved  and  made 
educat.'on  the  number  one  priority  again. 


MOVE 


ENVIRONMENT 

Louisiana's  Department  of  Environmental 
Quality  was  fully  funded  and  adequately  staffed 
to  enforce  environmental  protection  laws  and 
at  the  same  time  to  provide  expeditious  handling 
of  permits.  This  puts  into  action  Louisiana's 
belief  that  a  clean  natural  environment  and  a 
prosperous  business  environment  can  — 
and  must  —  flourish  together 

For  more  information  on  Louisiana,  please 
call  or  write: 

Arnold  M.  Lincove 

Secretary  of  Economic  Development 

RO.  Box  94185 

Baton  Rouge,  I7\  70804-9185 

1-800-673-5707 


Two  years  is  a  short  time  to  gauge  the  achievements 
of  an  effort  as  massive  as  the  one  that  the  people  of 
Louisiana  and  their  elected  officials  and  representatives 
have  undertaken.  But  it  is  time  enough  to  get  an 
impression  of  the  sincerity  of  the  effort  and  the 
determination  behind  it  to  succeed.  We  have  made  a 
start.  A  good  start.  And  the  changes  in  Louisiana 
that  the  public  has  endorsed  and  which  are 
now  underway  are  irreversible. 
There  will  be  more.  " 

Buddy  Roemer  —  Governor 
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JACOB  K.  JAVITS  CONVENTION  CENTER 
655  W.  34TH  ST.,  NY,  NY  10001 

JUNE  27-JULY  3,  1990 

OPENING  HOUR:  1:00-5:00  PM,  JUNE  27,  1990 
10:00  AM-5:00  PM,  JUNE  28-JULY  3,  1990 

OPENING  CEREMONY 

11:00  AM-1:00  PM,  JUNE  27,  1990 

ORGANIZED  BY 

CHINA  COUNCIL  FOR  THE  PROMOTION  OF  INTERNATIONAL  TRADE 

(CCPIT) 

CHINA  CHAMBER  OF  INTERNATIONAL  COMMERCE  (CCOIC) 
INTERNATIONAL  PACIFIC  EXHIBITION  INC.  (USA) 


FOR  INFORMATION,  PLEASE  CALL:  (212)  219-9325 

EXHIBITING  CORPORATIONS  AND  MANUFACTURERS  FROM 

BEIJING,  SHANGHAI,  TIANJIN,  HUNAN,  ZHEJIANG,  JIANGSU, 
SHANXI,  YUNNAN,  HEBEI,  GUIZHOU,  SICHUAN, 
GUANGDONG,  ANHUI,  SHANDONG,  FUJIAN,  HUBEI, 
LIAONING,  JIANGXI,  JILIN,  GANSU,  HEILONGJIANG, 
INNER  MONGOLIA,  NINGXIA 
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Do  you  know  your 
cholesterol  number? 

HIGH  —  A  cholesterol  number  of  240 
or  higher  means  you're  at  greater  risk  of 
heart  disease. 

BORDERLINE  HIGH  -  A  cholesterol 
number  between  200  and  239  is 
borderline,  possibly  putting  you  at 
mcreased  risk  of  heart  disease. 

DESIRABLE  —  A  cholesterol  number 
below  200  IS  desirable. 

The  higher  the  number,  the  higher  your 

risk  of  heart  disease. 

Find  out  your  cholesterol  number. 

And  ask  your  doctor  what  it  means  to  you. 


The  National  Cholesterol 
^  Education  Program 

The  Nanondl  Hojn,  Lung,  and  Blood  Instilulc 
National  Inscitulcs  ol  Heallh.  PuWit  Health  Sei^ice 
U  S  Depailnient  ot  Health  and  Human  Sei^iees 


tury  to  ask  the  great  conqueror 
his  horde  of  horsemen  to  pity  the 
golian  people  for  what  has  befallen 
under  communism.  For  decades, 
mere  mention  of  his  name  was  forbi 
as  too  potent  a  symbol  of  Mongi 
nationalism. 

Several  thousand  Russians  still  liv 
Ulan  Bator,  but  nobody  seems  to 
them,  and  there  are  reports  that 
are  sometimes  attacked.  Wester 
mistaken  for  Russians  feel  the  stin 
deep  hostility.  When  I  take  my 
haired,  three-year-old  son  to  the 
only  large  department  store,  fn 
stares  and  averted  eyes  make  the  o 
shoppers'  resentment  clear.  But  wh 
make  it  known  that  I'm  an  Amer 
smiles  break  out. 

In  the  countryside,  however,  the  ] 
gols  are  friendly.  A  family  of  her 
invites  us  into  their  tent.  For  lac 
more  elaborate  refreshments,  they  ( 
us  lumps  of  sugar  as  we  make 
talk  through  our  translator. 

Mongolians  have  expressed  a  kee 
terest  in  having  contact  with  the  V  ^"^^^ 
The  country  already  sells  leather,  i 
cashmere,  and  woolens  to  the  S 


Westerners  mistaken  M 


for  Russians  feel  the  stin 
of  deep  hostility 


Union  and  Eastern  Europe,  and  it' 
ger  to  expand  those  exports  to  the  '\ 
To  attract  investment,  Mongolia  ei 
this  year  passed  laws  that  would 
foreigners  to  hold  majority  owners! 
joint  ventures.  One  result:  Embass: 
Ulan  Bator  are  becoming  more  ii 
tant.  The  U.  S.  embassy,  opened  in 
is  staffed  by  Mike  Senko  and  Tec 
Sally  Nist.  The  Nists  live  in  a  om 
room  flat.  The  embassy,  one  floor 
is  so  small  that  the  copying  mach 
kept  in  the  bathtub.  As  neighbors  i| 
diplomatic  compound,  they  have  e: 
from  the  PLC,  East  Germany,  and 
One  day  we  go  into  the  hills 
picnic  with  American  and  British 
mats.  Here,  on  the  edge  of  the 
Desert,  the  air  is  clear  and  cold,  a 
things  being  relative,  the  tuna 
wiches  and  chocolate  chip  cookies 
delicious.  Sally  Nist  recalls  that  i 
childhood,  "'Mongolia  was  the  kii 
place  your  mother  said  she  would 
you  if  you  didn't  eat  your  spinach, 
this  afternoon,  being  in  Mongolia  d 
seem  like  much  of  a  punishment. 

BY  LYNNE  C 

Despite  the  cuisine.  Beijing  reporter 
says  she's  eager  to  get  back. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


CESSION  ISN'T  IN  THE  PICTURE. 
FLATION  ISN'T  OUT  OF  IT 


ce  the  random  pieces  of  a  jigsaw  puzzle,  the  latest 
its  of  economic  data  don't  look  like  much.  But 
/hen  fitted  together,  they  depict  an  economy  that 
iping  along  just  fast  enough  to  avoid  recession, 
focal  point  of  this  economic  picture  is  a  severe 
)wn  in  job  growth  in  almost  all  industries.  Con- 
on  remains  in  a  tailspin,  but  manufacturing,  al- 
1  not  very  vigorous,  is  at  least  beginning  to  recov- 
!anwhile,  the  service  sector — long  the  powerhouse 
1  expansion— finally  seems  to  be  slowing  down, 
the  economy's  plodding  pace  doesn't  mean  that 
)n  is  licked  yet.  Raising  workers'  productivity  re- 
a  problem  for  industries  outside  manufacturing, 
in  though  wage  growth  seems  to  have  stabilized, 
,bor  costs  are  still  growing  rapidly.  And  that  will 
ome  upward  pressure  on  prices. 

IIS  The  weak  employment  report  for  May 
KERS  added  some  detail  to  the  overall  economic 
ED  THE  picture.  Nonfarm  payrolls  increased  by 
I.OUNT  164,000  last  month,  but  census  workers 
ited  for  147,000  of  those  new  slots.  In  addition,  the 
Dept.  revised  the  April  employment  data  to  show 
of  23,000  jobs,  instead  of  a  64,000  gain.  That 
job  growth  so  far  this  quarter  at  just  70,000  per 
,  the  slowest  pace  in  four  years  (chart), 
e  January,  census  workers  have  accounted  for 
;  half  of  all  job  gains.  These  new  hires  have  helped 
p  the  unemployment  rate  low:  It  edged  down  to 
1  May  from  5.4%  in  April.  But  the  census  positions 
uporary,  so  the  jobless  rate  should  increase  as  the 
iment  finishes  counting  the  U.  S.  population. 

Hiring  in  service  industries 
was  pretty  lethargic  in  May. 
Private  companies  added  just 
62,000  payroll  slots.  And  the 
downward  revisions  for  April 
were  centered  in  business  and 
personal-service  jobs.  So  jobs  in 
the  service  sector  fell  by  11,000 
in  April,  instead  of  the  previous- 
ly estimated  gain  of  51,000. 

The  slowdown  is  fairly  broad. 
Retail  and  finance  jobs  haven't 


lOT  MUCH 
;LP  WANTED 


\NDS,  MONTHLY  AVERAGES 

•APRIL  AND  MAY 
DATA:  UBOR  DEPl,  BW 


much  this  year,  and  business  service  payrolls  are 
fig  at  their  slowest  pace  since  the  last  recession, 
^e  gains  in  services  were  also  surprisingly  weak  in 
Pay  at  service-producing  companies  was  un- 
ed  at  about  $9.31  per  hour,  with  all  of  the  major 
ries  showing  little  movement  in  wages.  Annual 


growth  in  service  wages  has  stabilized  at  about  4.5%. 

The  weakness  in  the  labor  markets  heartened  Wall 
Street  when  the  data  were  released  on  June  1.  Yields  on 
30-year  Treasury  bonds  plunged  to  8.44%  from  8.57%  the 
day  before,  on  hopes  that  sluggish  job  growth  might 
induce  the  Federal  Reserve  to  nudge  down  short-term 
rates.  The  euphoria  in  the  bond  market  helped  to  fuel 
the  rally  in  stocks. 

WHAT'S  But  the  Fed  won't  ease  without  a  clear 
GIVING  sign  that  price  hikes  are  slowing.  And 
PRICES  A  gven  with  the  looser  demand  for  labor,  a 
NUDGE  downturn  in  the  inflation  rate  isn't  in  the 

picture  yet.  The  problem  is  that,  despite  smaller  payrolls, 
companies  are  unable  to  boost  productivity  or  lower  unit 
labor  costs.  That  leaves  managers  with  an  unpleasant 
choice:  Mark  up  prices  or  take  a  hit  on  profits. 

The  Labor  Dept.'s  second  look  at  productivity  in  the 
first  quarter  illustrates  the  point.  Output  per  hour 
worked  at  nonfarm  businesses  fell  at  a  steep  2.7%-  annu- 
al rate,  much  worse  than  the  1%  decline  in  productivity 
estimated  a  month  earlier.  Less  efficiency  made  workers 
more  expensive.  Unit  labor  costs  shot  up  at  a  7%-  annual 
rate  last  quarter — the  biggest  gain  in  nearly  eight  years. 

All  the  downward  revision  was  in  companies  outside 
manufacturing,  mostly  service  providers.  Factory  output 
per  hour  worked  actually  advanced  at  an  annual  rate  of 
4.9%',  and  unit  labor  costs  declined  by  1.3%. 

Manufacturers  have  made 
these  gains  primarily  by  slash- 
ing payrolls  and  reducing  the 
workweek.  Factories  cut  66,000 
jobs  last  quarter,  and  the  lay- 
offs continued  into  May,  when 
35,000  workers  were  let  go. 

But  despite  the  flurry  of  pink 
slips,  the  manufacturing  sector 
seems  to  be  stabilizing.  The  Na- 
tional Association  of  Purchasing 
Management  reports  that  its  in- 
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A  PERCENT  REPORTING  IMPROVEMENT 

DATA  NATIONAL  ASSOCIATION 
OF  PURCHASING  MANAGEMENT 


dex  of  business  activity  rose  for  the  fourth  consecutive 
month,  to  50.7%  in  May  (chart).  A  reading  above  50%- 
indicates  that  the  industrial  sector  is  expanding  again — 
even  if  the  pace  is  quite  slow. 

The  NAPM  reported  that  new  orders  increased  in  May, 
suggesting  that  manufacturing  output  should  pick  up 
this  summer.  Much  of  the  increase  came  from  added 
foreign  demand.  Although  export  orders  in  May  grew  at 
a  slower  pace  than  in  March  or  April,  they  are  still 
expanding.  That's  important,  because  the  NAPM  says 
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that  more  than  three-quarters  of  the  companies  it  sur- 
veyed now  ship  goods  overseas. 

The  gains  in  new  demand  should  provide  a  boost  to 
output  over  the  summer  because  factories  are  tightly 
controlling  inventories,  so  they  have  few  goods  ready  to 
ship  out.  In  April,  factory  stockpiles  increased  a  slim 
0.1%,  to  $372.3  billion,  after  shrinking  in  February  and 
March.  Inventories  fell  again  in  May,  according  to  the 
NAPM.  Its  index  of  inventories  dropped  in  May  to  the 
lowest  level  since  January,  1983. 

The  NAPM  survey  showed  a  significant  jump  in  produc- 
tion in  May.  Increased  output  was  also  reflected  in  a 
gain  in  the  factory  workweek  to  41.1  hours  in  May,  from 
40.7  hours  in  April.  The  longer  hours  stem  from  extra 
overtime  at  auto  plants  as  Detroit  boosted  production. 

But  those  cars  could  gather  dust  in  dealers'  lots.  Sales 
of  new  domestically  made  cars  ended  May  at  a  healthy 
7.3  million  annual  rate,  thanks  to  a  push  in  incentives. 
But  for  the  entire  month,  cars  sold  at  a  6.6  million 
annual  rate.  That's  the  same  modest  pace  as  in  April,  but 
down  from  the  7  million  sold  in  the  first  quarter. 

Why  are  consumers  shunning  cars?  Partly  because  of 
their  growing  worries  about  the  economy.  The  Confer- 
ence Board's  index  of  consumer  confidence  slipped  a  bit 
in  May,  to  106.7,  or  8.6%  below  last  year's  level. 

BUILDING  One  sector  that  has  added  a  lot  of  dark 
ACTIVITY  shadings  to  the  outlook  is  construction. 
STARTS  TO  This  industry's  performance  will  get  even 
CRUMBLE  dimmer  in  coming  months,  causing  a  drag 
on  overall  economic  growth  for  the  rest  of  1990. 

Builders  had  a  good  first  quarter,  because  the  record 
warm  weather  of  January  and  February  boosted  build- 
ing activity  sharply  during  the  winter.  But  that  frenzied 
pace  stole  work  from  the  spring.  Construction  spending 
fell  0.7%  in  both  March  and  April,  to  an  annual  rate  of 
$432.4  billion.  After  adjusting  for  price  changes,  activity 
slipped  0.6%  in  March  and  then  plunged  1.2?f  in  April. 


The  spring  decline  was  widespread.  Real  resider 
building  fell  0.8%-  in  April,  and  public  works  nose-di 
4.9%  in  March  and  3.8%  in  April,  with  major  cuts 
highway  construction  and  repair. 

Real  nonresidential  spending  was  flat  in  April,  a 
tumbling  2.4%  in  March.  The  weakness  was  concentn 
in  office  construction,  which  is  suffering  from  past  O' 
building  and  from  the  vast  inventory  of  unsold  of 
buildings  financed  by  failed  thrifts.  Office  construe 
has  plummeted  by  12.5%  over  the  past  year,  while  o 
private  construction  is  holding  its  own  (chart). 

But  the  healthy  pace  of 
residential  construction  exc 
ing  offices  won't  last  for  l 
A  recent  surge  in  Indus ; 
building  reflects  projects  S' 
ed  when  companies  were  u 
close  to  85%  of  their  avail 
capacity.  Now  that  opera 
rates  are  falling,  fewer  i 
buildings  are  being  planned 
That  was  clear  from  thea 
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est  report  on  new  construe 
contracts  compiled  by  the  F.  W.  Dodge  Grouf 
McGraw-Hill  Inc.  The  value  of  all  contracts  slipped 
in  April,  to  an  annual  rate  of  $230.2  billion,  the  lowei 
four  years.  Nonresidential  buildings  alone  plunged 
Thanks  to  the  winter  surge,  construction  spendir 
still  5%  above  a  year  ago.  But  the  rise  in  interest  i 
earlier  this  year  plus  the  tighter  credit  requirein 
reported  in  some  regions  mean  that  the  spring  bre{ 
building  activity  will  continue  for  the  rest  of  the  yi 
But  construction  is  only  one  facet  of  this  econoin 
steadier  manufacturing  sector  plus  some  positive  gn 
in  service  industries  will  combine  to  keep  the  expai 
creeping  along.  Still,  unless  companies  find  a  wa 
boost  productivity,  the  expansion's  slower  pace  won 
much  to  bring  down  inflation. 


THE  WEEK  AHEAD 


RETAIL  SALES 


Wednesday,  June  13,  8:30  a.m. 
Retail  sales  probably  were  flat  in  May, 
after  (jeclining  0.27c  in  March  and  0.69^ 
in  April.  Weak  new-car  sales  are  keeping 
the  figures  soft:  Excluding  cars,  retail 
purchases  probably  increased  about  0.2% 
in  May,  following  no  change  in  April. 

PBOBUCIR  PRICE  INDEX  

Thurada]/,  June  14,  8:30  a.m. 
The  consensus  of  economists  surveyed 
by  -MMS  International,  a  division  of 
McGraw-Hiii  Inc.,  is  that  prices  of  fin- 
ished gO  Ki:;  increased  by  about  0.2%  in 
May  after  billing  0.3%  in  April.  Energy 
prices  proba  dropped  last  month,  but 
the  costs  of  :  j;xl  and  other  goods  rose. 


Excluding  food  and  energy,  producer 
prices  likely  rose  O-S''-^  in  May. 

BUSINESS  INVENTORIES  

Thursday,  June  U,  10  a.m. 
Inventories  at  manufacturers,  wholesal- 
ers, and  retailers  likely  rose  by  about 
O.r/f  in  April.  That's  suggested  by  the 
already  reported  0.1%  gain  in  factory 
stockpiles.  In  March,  business  inven- 
tories were  unchanged. 

MERCHANDISE  TRADE  DEFICIT  

Friday,  June  15,  8:30  a.m. 
The  trade  deficit  probably  narrowed  to 
$7.5  billion  in  April.  Most  economists  ex- 
pect that  exports  rose  slightly,  while  im- 
ports fell.  In  March,  the  trade  gap  stood 
at  $8.4  billion. 


CONSUMER  PRICE  INDEX 


Friday,  June  15,  8:30  a.m. 
The  MMS  survey  suggests  that  cons 
prices  increased  0.3%  in  May.  In 
prices  had  risen  a  slight  0.2%. 

INDUSTRIAL  PRODUCTION 


Friday,  June  15.  9:15  a.m. 
Output  at  factories,  mines,  and  ui 
likely  increased  0.5''^  in  May,  afte 
ing  0.4%  in  April.  That's  suggestec 
longer  workweek  in  the  auto  indui 

CAPACITY  UTILIZATION 


[>iilP,i 
;*alli 


Friday,  June  15,  9:15  a.m. 
The  strong  gain  in  industrial  prod 
suggests  that  operating"  rates  incr 
to  83.2%  in  May,  from  837^  in  Apr 
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Introducing  the  laser  printer 
to  buy  if  price  is  the  first  thing 

you  look  at, 


or  the  last. 


"Dealer  prices  will  vary 


Any  way  you 
at  it,  the  new 
LaserPrinter  E 
;  you  more  for 
money  than  any 
r  laser  printer  in 
ice  range. 

For  the  same  price  as  the  HP 
ijet  IIP,  the  IBM  LaserPrinter  E 
i  you  all  the  advantages  of  laser 
ity  output  25%  faster,  with  four 
s  the  })aper  caj)acity,  and  twice 
luniher  of  font  slots. 

Plus  the  IBM  Laserf^inter  E  is 
ue  in  its  price  range  because  it 
^ou  customize  your  printer's 


The  New  IBM 
LaserPrinter  E 

HP  LaserJet  IIP 

Speed 

/ 

upto5  ppm 

up  to  4  ppm 

Speed  upgrade  option 

/ 

up  to  10  ppm 

No 

Adobe  PostScript  option 

Yes 

Yes 

Printer  emulation 

/ 

IBM,  HP  POL 

HP  POL 

Std.  plotter  emulation 

/ 

Yes 

No 

Font  card  slots 

/ 

2 

1 

Std.  input  paper  tray  capacity 

/ 

200 

50 

Std.  output  paper  tray  capacity 

/ 

100 

50 

Opt.  sec.  input  paper  tray  capacity 

/ 

500 

250 

Opt.  envelope  tray  capacity 

/ 

75 

20 

List  price* 

/ 

$1495 

$1495 

speed  and  features  to  meet  your 
exact  needs.  And  that  makes  it  the 
only  affordable  laser  printer  that  lets 
you  buy  now  and  grow  later. 

Ff)r  example,  il  you  decide  you 
want  faster  printing,  you  can  double 
the  LaserPrinter  E's  speed.  Or  if  your 
software  requires  Adobe  PostS(  ript® 
language,  it  can  give  you  that 


creative  llexibility.  too 
So  whether  your 
first  re(|uireiTient  is 
price,  perlonnancc  or 
flexibility,  the  new 
IBM  LaserPrinter  E 
should  be  at  the  top 
of  your  shopping  list.  See  it  today  by 
calling  1  not)  IBM-2468,  .-xt. 
for  the  name  of  your  nearest  IBM 
Authorized  Dealer. 
The  new  IBIM  LaserPrinter  E. 
Suddenly,  nothing  else  measures  up. 


registered  trademark  of  International  Business  Machines  Corporation  HP  LaserJet  np  is  a  product  of  Hewlett  Packard  Corporation  Adobe  PostScript  is  a  registered  trademark  of  Adobe  Systems  Inc  (c  1 1990  IBf^  Corp 


...AND  NOW,  A  WORD 
WITH  THEIR  SPONSOR 

FORGET  THE  NIELSENS^THE  NETWORKS  ARE  CALLING  THE  SHOTS 
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The  1980s  may  have  been  the  best 
of  times  on  Wall  Street.  But  for 
television's  three  major  networks, 
they  were  easily  the  worst.  Once  the 
proud  vessels  of  news  and  pop  culture 
for  millions  of  Americans,  the  networks 
seemed  to  be  running  scared.  Audiences 
shrank,  cable  TV  and 
other  rivals  proliferat- 
ed, and  the  nets'  reputa- 
tions took  a  beating:  A 
stream  of  books  came 
out  c^irrving  titles  like 
Who  Killed  CBS? 

Then,  a  sudden  blow: 
A.  C.  Nielsen  Co.  re- 
ported a  sickening  ac- 
celeration the  decline 
of  network  viewership. 
The  ratin;":  service 
claims  1.9  nviliion  house- 
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holds  stopped  watching  TV  in  prime  time 
in  February  and  March  of  this  year — a 
2.1%  decline  from  1989.  To  some,  it 
looked  like  the  networks  were  steadily 
becoming  relics  before  Ted  Turner's  ca- 
ble juggernaut  and  Rupert  Murdoch's 
upstart  fourth  network,  Fox. 


;rwcii 
Kdoutt 


DESPITE  SHRINKING 
MARKET  SHARE... 


...TV  NETWORKS  HAVE 
KEPT  RAISING  RATES 


79 

A  PERCENT 

DAIA:  aeiETfliVISION  ADVERTISING  BUREAU 


79  '83 
A  THOUSANDS  OF  DOLURS 

DATA;  A.  C,  NIELSEN  CO, 


But  something  funny  just  happ 
On  May  31,  ABC  Inc.  announced  it 
no  longer  tie  its  ad  rates  strictly 
monthly  Nielsen  measures  of  its  vi(  'Pfedad 
audience.  ABC  insists  Nielsen's  ste( 
clines  ai-e  unfounded.  "The  system 
reliable  and  volatile,"  charges 
Wurtzel,  ABC's  s 
vice-president  of 
keting  and  rese 
"We've  lost  confi 
in  it." 

WHIP  HAND.  With 

ers  leaving  in  d 
where  does  ABC  g 
with  that  kind  of 
But  the  truth  is 
move,  which  NB( 
CBS  seem  likely  1 
low,  lays  bare  thf 
er  relationship  be 
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Ivertisers  and  the  networks:  The 
till  hold  the  whip.  "It's  a  perverted 
•tplace  where  the  buyers  kowtow 
sellers,"  notes  Gene  DeWitt,  head 
ledia  buying  company. 

:  n  with  a  shrinking  audience,  there 
is  no  advertising  vehicle  more 
"fective  than  the  networks.  Cable 
mdicated  TV  have  grown  by  leaps 
)unds,  but  so  far  they've  promised 
:han  they've  delivered.  Advertisers 

!  leither  has  the  networks'  vast 
And  lest  it  be  overlooked  in  all 

1  pe  over  the  networks'  threatening 

I  ivals,  the  Big  Three  hold  a  com- 
ng  lead  in  ad  sales:  an  estimated 
illion  in  1989,  vs.  $2.7  billion,  split 
;  evenly  'oetween  cable  and  syndi- 
TV.  Now,  if  the  networks  can 
the  Nielsen  yoke,  advertisers  will 
crucial  bargaining  chip,  for  Niel- 
the  industry's  sole  national  rating 
1  (box). 

doesn't  mean  the  networks  will 
5  be  able  to  hike  their  rates  with 
ity  (charts).  If  their  market  share 
sliding,  advertisers  no  doubt  will 
more  of  their  budgets  elsewhere, 
now  maintain  that  there's  nothing 
with  the  Nielsen  system,  and 
that  the  networks'  complaints  are 
cal  ploy  to  impose  higher  rates  as 
nual  commercial  buying  period  for 
^coming  season  gets  under  way. 
ts  are  getting  the  short  end  of  the 
says  Richard  Kostyra,  director  of 
services  at  J.  Walter  Thompson 
'hey're  very  upset." 
for  now,  advertisers  are  looking 
iper  tigers.  Despite  falling  ratings 
1  the  griping  from  ad  buyers,  the 
rks  should  be  able  to  get  a  hefty 
3st  in  the  price  of  a  30-second  com- 
il,  says  Lisa  Donneson,  a  County 
est  Securities  media  analyst. 
3UARANTEES.  Advertisers  say 
bombshell  was  timed  to  unhinge 
5.  They  claim  the  network  is  trad- 
its  clout  to  end  the  one  thing  that 
mpered  ad  rate  hikes:  the  Nielsen 
ice  guarantee.  Under  the  current 
a,  the  networks  and  ad  buyers 
on  a  level  of  viewership  for  a  giv- 
.6  slot  when  they  negotiate  a  price. 

audience  fails  to  hit  that  level, 
.isers  later  can  claim  some  free 
ercial  time. 

ti  prices  rising  even  as  audiences 
id,  this  compensation  has  exacted 
■iving  cost.  Analysts  estimate  that 
IBC,  and  CBS  will  pay  out  $200  mil- 
>  free  commercial  time  this  year, 
etworks  are  trying  to  stanch  this 
L  revenue,  claiming  they  are  being 
ly  penalized  by  a  faulty  measure- 
system.  "In  February,  we  lost  1 
1  women  aged  18  to  49,"  notes  a 


WHY  THE  HETWORKS  CANT 
CHANGE  CHANNELS  ON  NIELSEN 


In  a  way,  A.  C.  Nielsen  Co.  is  in  the 
same  spot  as  the  networks.  Just  as 
advertisers  are  stuck  with  the  nets 
to  reach  mass  audiences,  the  networks 
are  stuck  with  Chicago-based  Nielsen 
for  data  on  viewers. 

Ever  since  Nielsen,  a  unit  of  Dun  & 
Bradstreet  Corp.,  switched  to  its  "peo- 
ple meters"  in  1987,  network  honchos 
have  been  grousing.  As  soon  as  the 
gizmos  were  installed,  overall  TV 
viewership  fell,  then  flattened — after 
having  grown  for  two  decades.  TV  re- 
searchers sniped  that  it  was  because 
people  tire  of  pushing  buttons  to  log  in 
who  they  are  and  what  they' 
watching.  What's 
more,  critics  said, 
the  devices  don't 
measure  the  use  of 
videocassette  re- 
corders or  out-of- 
home  viewing.  And 
they  claim  there  are 
sampling  problems 
such  as  how  Nielsen 
finds  families. 

The  sudden  and 
unexplained  steep 
declines  in  the  Niel- 
sen data  last  Janu- 
ary and  February, 
however,  touched  off 
much  tougher  talk. 
CBS  research  chief 
David  F.  Poltrack 
and  his  counterparts 
at  ABC  and  NBC  are 
demanding  that  Niel- 
sen do  some  tinker- 
ing with  the  system. 
Among  other  things, 
they'd  like  to  see  a 
hybrid  that  incorporates  old  methods 
with  the  people  meter.  For  years,  Niel- 
sen got  its  data  from  two  samples:  One 
group  of  families  had  passive  meters 
on  its  TV  sets  that  simply  registered 
when  the  set  was  on  and  on  what  chan- 
nel. Other  families  had  to  fill  out  writ- 
ten diaries  that  yielded  demographic  in- 
formation. The  networks  want  a  return 
of  the  passive  meter,  to  supplement 
the  people  meter,  so  viewers  who  don't 
push  the  buttons  will  be  counted. 

Nielsen,  which  stands  behind  its 
data,  will  study  the  ideas  but  says  the 
earliest  it  could  make  a  switch  would 
be  September,  1991.  "That  timetable  is 


roadcasters 
want  to  add 
passive  TV 
meters — to  count 
even  viewers 
who  won't  push 
the  little  buttons 


unacceptable,"  says  Poltrack.  "We  are 
encouraging  entrepreneurial  parties  to 
come  up  with  their  own  proposals." 

A  quick  fix  is  unlikely.  It  would  take 
years  to  develop  a  new  system  from 
scratch.  About  the  only  challenger  is 
Arbitron  Co.,  which  sells  local  TV  rat-, 
ings  and  is  developing  a  national  peo- 
ple-meter system.  But  it  won't  have  a 
service  comparable  to  Nielsen's  until 
sometime  next  year. 
PIDDLING  SUPPORT.  Ironically,  an  earli- 
er Nielsen  rival  failed  because  it  got 
piddling  industry  support.  British- 
based  AGB  Research  PLC,  a  well-estab- 
lished international  ratings  ser- 
vice, made  a  U.  S. 
push  with  a  people- 
meter  system  a  few 
years  back.  That 
moved  Nielsen  to  in- 
troduce its  own  peo- 
ple meters  in  1987. 
But  after  spending 
four  years  and  $50 
million,  AGB  won  just 
two  clients — CBS  and 
MTV.  "Everybody 
stuck  with  Nielsen," 
says  MTV  research 
chief  Marshall  Co- 
hen. "They're  proba- 
bly now  wishing 
they  had  signed  up." 

Many  agree  that 
what's  needed  is 
something  called  the 
passive  people  me- 
ter. Nielsen  is  al- 
ready at  work  on 
one.  The  device 
would  use  sophisti- 
cated optics  that  can 
identify  who  in  the  household  is  watch- 
ing what  shows— no  push  buttons 
needed.  "It's  the  best  way  to  go,"  says 
Arbitron  President  Anthony  J.  Auri- 
chio.  But  capital  costs  are  high,  and 
such  a  system  is  probably  years  off. 

Aurichio's  a  cynical  sort.  He  thinks 
the  networks  are  mainly  interested  in 
higher  numbers.  "What  if  the  passive 
people  meter  came  out  with  numbers 
that  are  real  low?"  he  asks.  It  might 
not  get  past  a  test  market,  he  figures. 
In  the  meantime,  Nielsen,  which  posted 
1989  profits  of  $40  million,  basks  in  its 
splendid  little  monopoly. 

By  Susan  Duffy  in  New  York 
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dubious  Wurtzel  of  ABC.  "Now,  where 
did  they  go?" 

ABC's  plan  doesn't  eliminate  audience 
guarantees.  But  it  would  cushion  their 
impact  by  placing  them  in  the  context  of 
the  overall  TV  audience.  Ratings  for  a 
program  would  be  compared  with  the 
number  of  people  watching  television  in 
that  month,  which  then  would  be  com- 
pared with  the  average  number  for  the 
three  previous  years.  When  the  trend  is 
downward,  as  has  been  the  case,  ABC 
will  only  have  to  offer  compensation  if 
its  programs  fare  worse  than  the  gener- 
al trend.  For  example,  if  Roseanne  fin- 
ishes 3%  below  its  audience  guarantee 
but  overall  television  viewership  in  that 
month  drops  4%,  ABC  wouldn't  owe  its 
advertisers  anything. 

Not  everybody  thinks  ABC's  plan  is  an 
effort  to  gouge  buyers.  Media  buyer 
DeWitt  says  advertisers  have  gotten  a 
free  ride  on  the  old  system.  Removing 
the  safety  net,  he  says,  will  force  buyers 
and  ad  agencies  to  scrutinize  program- 
ming schedules  and  forecast  ratings 
more  carefully:  "The  networks  have  to 
acknowledge  that  ratings  are  going 
down,  and  advertisers  have  to  acknowl- 
edge that  the  networks  can't  guarantee 
that  they  won't." 

BOYCOTT?  Advertisers  really  don't  have 
much  choice  in  the  matter.  Such  mass 
marketers  as  GM,  Procter  &  Gamble,  and 
Colgate-Palmolive  depend  on  the  broad 
reach  and  programming  variety  of  net- 
work TV  to  promote  their  wide  array  of 
products.  "What  can  I  do?"  asks  Clay  S. 
Timon,  Colgate's  worldwide  advertising 
director.  "One  of  the  reasons  the  net- 
works think  they  can  get  away  with  the 
rate  increases  is  that  they're  delivering  a 
major  chunk  of  the  pie." 

ABC  faces  some  risk:  If  NBC  and  CBS 
decide  not  to  follow,  the  network  could 
find  itself  shunned  by  advertisers  during 
the  current  buying  spree.  Jan  Soder- 
strom,  vice-president  of  advertising  at 
Visa  USA,  says  she'll  strongly  consider 
avoiding  ABC  altogether  if  it  remains  the 
only  network  to  disavow  Nielsen. 

And  savvy  advertisers  are  hoping  to 
use  ABC's  move  to  gain  leverage  with 
the  networks.  GM  says  it  will  push  for 
lower  rates  or  increased  flexibility  in 
placing  its  commercials.  The  company 
signed  a  $500  million,  multiyear  advertis- 
ing deal  with  NBC  partly  as  a  hedge 
against  the  networks'  dropping  of  Niel- 
sen, says  Philip  Guarascio,  gm's  execu- 
tive director  of  advertising  services. 

But  even  monster  advertisers  such  as 
VA\  have  few  real  alternatives.  Says 
Guarascio:  "We're  all  on  a  desert  island 
together."  And  on  this  desert  island,  the 
networks  still  have  the  only  well. 

By  Mark  Landler,  with  Susan  Duffy,  in 
New  York 
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THE  BUDDY  SYSTEM:  BUSH  WILL  TRY  TO  ENLIST  HELMUT  KOHL'S  SUPPORT  FOR  QORBACHEV 


BUSH  TAKES  A  GAMBLE 
GORBY 
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Now,  the  President  must  sell  his  flip-flop  on  trade  to  Capitol  H 


As  usual,  Soviet  President  Mikhail 
Gorbachev  played  to  the  galleries 
at  the  Washington  summit.  But 
right  beside  him,  his  host  was  quietly 
transforming  himself.  President  Bush 
had  switched  from  cheering  Gorbachev 
from  the  sidelines  to  serving  as  his  polit- 
ical advance  man. 

With  good  reason.  Both  leaders  face  a 
flurry  of  summer  and  fall  meetings  that 
may  set  the  shape  of  post-cold  war  Eu- 
rope. The  reunification  of  Germany  and 
its  inclusion  in  NATO  is  a  near  certainty. 
Bush  is  betting  that  his  personal  diplo- 
macy will  help  steer  a  weakened  Gorba- 
chev toward  accepting  the  inevitable 
without  suffering  too  much  damage 
back  home.  As  an  added 
fillip,  the  President  bucked 
domestic  political  opposi- 
tion by  signing  a  trade 
pact  that  puts  him  firmly 
behind  perestroika. 

Mindful  of  the  intense 
political  opposition  over 
the  German  question  that 
Gorbachev  faces  at  a  key 
Communist  Party  con- 
gress in  July,  Bush  agreed 
to  downplay  the  issue  at 
the  May  30-June  3  summit. 


He'll  stay  on  that  accommodating 
when  West  German  Chancellor  H( 
Kohl  visits  Washington  June  8-9. 
will  urge  Kohl  to  scale  down  a  reu: 
Germany's  military  forces  as  pa; 
overall  NATO  troop  cuts. 

As  Kohl  prepared  to  fly  to  Was 
ton.  Secretary  of  State  James  A.  I 
III  jetted  off  to  Europe  to  begin  bui 
a  new  NATO  that's  something  other 
a  bulwark  against  communism.  B; 
time  of  a  NATO  summit  in  early 
Bush  hopes  to  offer  a  blueprint  f( 
alliance  that  is  more  political  than 
tary.  He  may  also  seek  to  recast  th( 
of  the  35-nation  Conference  on  Sec 
&  Cooperation  in  Europe,  to  whicl 
Soviets  already  belon 
TROOP  CUTS.  In  Was 
ton,  Gorbachev  conv 
Administration  officia 
would  be  politi 
wounded  at  home  iJ 
Soviet  Union  is  seen  a 
big  loser  in  German  i 
fication.  Though  n 
polls  show  that  up  tc 
of  Soviet  citizens  don 
pose  a  reunified  Gerr 
conservatives  are  like 
pounce  on  Gorbachcj 
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)untry  stays  in  NATO.  They  could 
le  issue  at  the  coming  party  con- 
to  sidetrack  Gorbachev's  efforts  to 
!  a  market  economy, 
vided  it's  cast  in  a  politically  ac- 
jle  way,  the  Soviet  leader  seems 
y  to  accept  Germany  in  NATO.  He 
ought  a  way  out  by  suggesting 
he  German  people  decide  the  mat- 
emselves.  Cutting  German  military 
;  in  significant  numbers  would 
en  the  deal.  But  that  may  be  no 
task.  German  politicians  could  find 
d  to  offer  the  substantial  German 
reductions  that  are  key  to  any  deal 
'  cuts  appear  to  be  imposed  from 
mtside.  If  no  accommodation  is 
ed,  the  Soviets  could  stall  this  fall's 
on  reducing  conventional  arms 
ghout  Western  Europe. 
OLIC  SUPPORT.  Bush's  more  force- 
jacking  of  Gorbachev  was  also 
t  to  send  a  signal  to  U.  S.  business, 
listening  to  Gorbachev's  pleas  that 
a  trade  pact  at  the  summit,  Bush 
sed  his  earlier  decision  to  let  the 
lie  until  Moscow  eased  up  its  grip 
cession-minded  Lithuania, 
it  saved  Gorbachev  from  the  em- 
ssment  of  having  to  meet  business 
rs  in  Minneapolis  and  San  Francis- 
thout  even  symbolic  U.  S.  support 
erestroika.  And  it  gave  Corporate 
■ica  strong  incentives  to  keep  the 
coming  despite  Moscow's  mount- 
omestic  problems, 
if  to  underscore  the  point.  Chevron 
announced  in  midsummit  that  it 
ffon  exclusive  rights  to  study  pro- 
m  in  the  Tengiz  oil  field,  one  of  the 
I's  largest.  Conoco  Inc.  also  agreed 
plore  a  promising  oil  field  in  West- 
Liberia.  And  Bush's  low-key  diplo- 
helped  Chicago  commodity  traders 
.  more  on  the  benefits  of  a  summit 
agreement  than  on  Moscow's  hard- 
:ncy  shortage. 

sh's  flip-flop  on  trade  played  better 
le  heartland  than  in  the  capital, 
•e  it  angered  key  congressional 
ocrats  and  further  damaged  the 
ident's  shaky  standing  with  Republi- 
;onservatives  (page  39).  And  the  re- 
3e  in  Moscow  to  Bush's  support  for 
achev  dismayed  White  House  aides, 
new  Soviet  legislature  decided  on 
5  to  postpone  action  on  an  emigra- 
bill  until  September.  The  Adminis- 
)n  has  said  it  will  not  submit  the 
!  pact  to  Congress  for  approval  until 
ioviets  enact  the  emigration  law. 
ill,  Bush  has  clearly  decided  that  the 
ny  Moscow  political  climate  justifies 
ding  his  usual  caution.  But  the  dan- 
s  that  by  tying  himself  so  closely  to 
Soviet  leader's  fate.  Bush  may  be 
nitting  the  West  to  a  short  and 
py  ride  with  the  beleaguered  Gorby. 
my  Borrus  in  Washington,  with  Rose  Bra- 
•  Moscow  and  John  Templeman  in  Bonn 


POLITICS  I 


DIANNE  FEINSTEIN:  TO  THE  VICTOR 
BEIONGS  A  BATTLE  ROYAL 


At  stake  is  not  just  the  governorship  but  possibly  15  congressional  seats 


FEINSTEIN:  SHE  HAS  LITTLE  HOPE  OF  MATCHING  REPUBLICAN  WILSON'S  WAR  CHEST 


Less  than  a  year  ago,  the  former 
San  Francisco  mayor  came  just  this 
close  to  quitting  her  quest  to  be  the 
Golden  State's  first  woman  governor. 
But  Dianne  Feinstein's  sweeping  June  5 
Democratic  primary  victory  has  given 
her  a  fighting  chance  to  prevail  over 
Republican  Senator  Pete  Wilson  for  the 
California  governorship  in  November. 
The  steely  56-year-old  Feinstein  pulled 
52%'  of  the  primary  vote,  11  points  ahead 
of  her  chief  opponent,  Attorney  General 
John  Van  de  Kamp.  Dubbed  a  Republi- 
can in  Democrat's  clothing  by  Van  de 
Kamp,  Feinstein  gripped  voters  with 
tough  talk  on  crime  and  the  death  penal- 
ty— plus  a  liberal  view  of  abortion. 

But  it'll  take  more  than  talk  for  Fein- 
stein to  beat  Wilson  and  lead  the  na- 
tion's largest  state.  And  there's  more  at 
stake  than  just  who  will  occupy  the  gov- 
ernor's mansion.  For  whoever  succeeds 
Republican  Governor  George  Deukme- 
jian  will  preside  over  a  fight  with  nation- 
al implications — reapportionment. 

As  measured  by  the  1990  census,  Cali- 
fornia's population  growth  is  expected  to 
yield  six  or  more  new  seats  in  Congress. 
When  the  state's  congressional-district 
borders  are  redrawn  to  accommodate 


Feinstein's  main  asset  seems 
to  be  her  personality, 
which  gleams  beside 
the  drab  figure  Wilson  cuts 


the  new  seats,  a  total  of  15  districts 
could  be  up  for  grabs.  "It  is  the  most 
important  race  in  1990  for  party  control 
in  the  U.  S.  House,"  says  Tony  Coelho, 
former  Democratic  representative  from 
California,  now  chief  operating  officer  of 
Wertheim  Schroder  Investment  Services 
Inc.  "It  is  critical  to  George  Bush." 

Republicans  are  loath  to  cede  the  gov- 
ernorship to  a  Democrat  at  this  crucial 
turn.  For  if  Feinstein  is  elected,  she 
could  be  counted  on  to  work  with  the 
Democratic  state  legislature  to  redistrict 
in  her  party's  favor.  If  Wilson  wins,  he 
could  veto  a  pro-Democratic  plan. 
SHIFTING  SENTIMENT.  That's  why  the  GOP 
plans  a  battle  royal,  and  it's  expected  to 
help  Wilson  add  to  his  already  massive 
campaign  war  chest.  Feinstein  hopes  to 
raise  $14  million  for  the  general  election. 
Nevertheless,  her  financier  husband, 
Richard  C.  Blum,  who  paid  for  half  of 
her  $6  million  primary  campaign,  con- 
cedes that  it  will  be  next  to  impossible  to 
outspend  Wilson. 

Feinstein's  main  asset  seems  to  be  the 
sheer  strength  of  her  personality,  which 
gleams  in  contrast  to  the  drab  figure 
Wilson  cuts.  On  the  stump  and  in  TV  ads, 
she  reached  out  and  grabbed  voters,  pro- 
jecting an  image  of  leadership  despite  a 
dearth  of  hard  proposals. 

Wilson,  who  at  56  has  served  three 
terms  as  mayor  of  San  Diego  and  now  is 
in  his  second  term  in  the  Senate,  has 
carefully  groomed  his  own  image  as  a 
moderate  Republican,  one  who  can  ap- 
peal to  voters  opposed  to  both  offshore- 
oil  drilling  and  higher  taxes. 

Just  a  few  years  back,  that  recipe  was 
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sure  to  go  down  well  with  Californians. 
But  sentiment  has  shifted  a  bit,  as  vot- 
ers demonstrated  on  primary  day.  They 
shed  their  antitax  grudge  by  approving 
a  number  of  money-raising  initiatives. 
The  most  notable:  a  doubling  of  the  gas- 
oline tax  to  18$  a  gallon  over  the  next 
five  years.  The  tax  increase,  the  first  in 
the  state  since  1983,  would  raise  an  esti- 
mated $15.5  billion  for  highways  during 
the  next  10  years.  "This  signals  a 
change  in  the  way  Californians  feel 


about  the  public  sector,"  says  Stephen 
Levy,  director  of  the  Center  for  the  Con- 
tinuing Study  of  the  California  Economy 
in  Palo  Alto. 

That  may  make  the  next  governor's 
life  easier.  But  right  now,  neither  Fein- 
stein  nor  Wilson  can  look  forward  to  an 
easy  time.  Exit  polls  of  primary  voters 
conducted  by  Field  Research  Inc. 
showed  Wilson  and  Feinstein  neck-and- 
neck  at  43%  each — with  14%  undecided. 
By  Barbara  Buell  in  San  Francisco 


POLITICS  I 


RON  BROWN  MAY  BE  JUST  WHAT 
THE  DEMOCRATS  DON'T  NEED 


Acrimony  is  on  the  rise,  and  fund-raising  on  the  decline 


When  Washington  lobbyist  Ron- 
ald H.  Brown  was  elected 
chairman  of  the  Democratic 
National  Committee  last  year,  party  in- 
siders took  a  deep  breath  and  hoped  for 
the  best.  The  election  of  a  black  liberal 
who  had  served  as  a  top  strategist  for 
Jesse  Jackson  looked  like  another  recipe 
for  disaster  for  a  party  that  had  just  lost 
its  fifth  Presidential  election  in  six  tries. 
But  Brown  showed  promise.  A  polished, 
urbane  lawyer  with  solid  Establishment 
ties,  he  shunned  Jackson's  populist  rhet- 
oric and  pledged  to  use  his  negotiating 
skills  to  make  peace  among  the  party's 
warring  factions. 

But  so  far,  Ron  Brown's  DNC  is  hardly 
the  quilt  of  many  colors  he  envisioned. 
Internally,  the  party  has  been  wracked 
by  acrimony  that  seems  unusual  even 
for  the  Democrats.  The  DXC  is  doing 
miserably  in  the  fund-raising  wars  witli 
the  Republicans.  And  Brown  has  staked 
his  prestige  on  two  dubious  ventures. 
He  has  tried,  and  failed,  to  build  a  grass- 
roots groundswell  for  New  York  Sena- 
tor Daniel  P.  Moynihan's  plan  to  slash 
Social  Security  payroll  taxes.  And  he  has 
made  racially  tense  New  York  City  a 
favorite  over  New  Orleans  for  the  right 
to  host  the  1992  national  convention. 
Brown  will  announce  his  decision  later 
thi.s  month,  but  moderates  dread  the 
prospect  of  holding  the  convention  in  a 
bas*:ion  of  Northeastern  liberalism. 
ESTRANGEMENT.  Brown's  most  pressing 
problem  is  money.  Leading  fund-raisers 
are  bovs  ing  out.  Brown  partisans  blame 
the  fund-raising  drought  on  George 
Bush's  continuing  popularity.  Says  New 
York  Governor  Mario  M.  Cuomo:  "I 
don't  see  how  you  can  expect  [Brown]  to 
raise  moriey  when  you  have  an  incum- 
bent Republican  in  the  White  House 
with  a  70%  approval  rating." 


Cuomo  has  a  point.  But  a  major  factor 
in  Brown's  problems  appears  to  be  his 
estrangement  from  Jewish  contributors. 
Many  have  never  forgiven  him  for  serv- 
ing as  Jackson's  '88  convention  manager 
and  for  pushing  through  rules  changes 
that  could  boost  Jackson's  bargaining 
power  in  '92. 

Last  winter.  Brown  had  to  cancel  a 
fund-raiser  with  Las  Vegas  casino  opera- 
tors after  prominent  Nevada  Democrat 
Shelley  Berkley,  legal  counsel  for  the 
Sands  Hotel  and  a  pro-Israel  activist, 
warned  him  to  stay  out  of  the  state. 
'A  WASTED  DOLLAR.'  In  March,  Demo- 
cratic finance  committee  Chairman  Mon- 
te Friedkin,  a  Boca  Raton  (Fla.)  busi- 
nessman, quit  abruptly.  Friedkin  won't 
talk,  but  friends  say  he  left  after  clash- 
ing with  Brown  over  spending  priorities 


and  Brown's  reliance  on  well-paid  a{ 
ers  from  the  Jackson  camp. 

This  month,  the  party  postpon^ 
Philadelphia  fund-raising  event 
prominent  Jewish  contributors  raisi 
ruckus  over  Brown's  Jackson  coil 
tions.  "Ron  Brown  just  hasn't  distal 
himself  from  Jesse  Jackson,"  saysi 
liam  Batoff,  one  of  the  disgruntled  i 
adelphia  businessmen.  "A  dollar  to. 
DNC  is  a  wasted  dollar.  I'm  giving) 
money  directly  to  candidates  from 
on."  Lynn  Cutler,  a  Jewish  official 
strong  Brown  supporter,  says  muc 
the  turmoil  is  "nothing  new.  These 
were  yelling  when  Paul  Kirk  was 
chairman"  from  1985  to  1989. 

But  a  number  of  Democrats  see 
be  following  Batoff's  lead.  Party 
raising  lags  far  behind  the  Republi 
For  the  15  months  ended  in  March 
DXC  had  raised  only  $8.8  million,  ( 
from  $10.8  million  in  the  1985-1986 
term  election  cycle. 
'TOP  PRIORITY.'  Despite  his  woes,  B 
has  won  praise  from  party  professi 
for  modernizing  DNC  operations 
Democrats  are  developing  an  aggn 
voter-identification  and  turnout 
tion  that  helped  produce  key  guber|pi. 
rial  victories  last  year  in  Virgini; 
New  Jersey.  Brown,  who  declinAie> 
comment  on  his  relations  with  J<  '^t 
contributors,  says:  "The  DemocraticPi.K* 
ty  is  on  target." 

Brown  has  his  defenders.  S 
Grossman,  a  Boston  businessman 
vice-president  of  the  American-1 
Public  Affairs  Committee,  says  Bp 
party-building  skills  are  "solid."  Bi 
adds,  "Ron's  got  a  problem,  and  it 
ing  to  require  some  salesmanship, 

In  particular,  centrist  Democrats 
that  the  DNC's  cash  hunger  is  d 
Brown  to  steer  the  '92  conventior 
New  York  City  that  still  symbolize; 
om-on-the-Hudson  to  small-town 
ca.  Brown  is  close  to  both  New 
Mayor  David  N.  Dinkins  and  G 
But  more  important,  the  Big  Appl 
dangled  a  $22  million  convention 
age,  $10  million  more  than  the  ine 
offered  by  the  Big  Easy.  Concede 
Treasurer  Robert  Farmer:  "Mone; 
priority"  in  picking  the  convention 

In  fairness,  the  job  of  heading  a 
of-power  political  party  is  never 
And  Brown  can't  be  blamed  for 
one  disgruntled  party  activist  cal 
Democrats'  "lack  of  issues,  lack  o 
didates,  and  lack  of  a  chance  t 
again."  But  after  watching  their 
man's  bumpy  15-month  tenure, 
some  Brown  sympathizers  are  beg: 
to  wonder  whether  he  is  part  of  tb 
tion — or  part  of  the  problem. 

By  Douglas  Harbrecht,  mth 
Dwyer,  in  Washington 
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HE  ALSTON  AND  SON:  WITHOUT  GOVERNMENT  HELP,  FEEDING  HIM  WELL  WOULD  BE  HARD 


tE  FORMUIA  MAKERS  PUTTING 
IE  SQUEEZE  ON  THE  STATES? 


FTC  is  looking  into  what  seems  to  be  follow-the-leader  pricing 


eaner  times  are  in  store  for  poor 
babies  in  Oklahoma.  Last  year  the 
state,  which  ranks  30th  in  infant 
ility,  boosted  by  40%,  to  58,000,  the 
>er  of  infants  and  pregnant  women 
ves  in  its  federally  funded  nutrition 
•am.  But  this  year,  Oklahoma  ex- 
to  cut  thousands  from  the  rolls, 
ly  the  big  drop?  State  officials  cite 
ion  as  one  reason.  But  they're  also 
1  by  bids  received  from  the  three 
r  infant-formula  companies  this 
The  rebates  the  companies  prom- 
For  each  can  of  formula  used  in  the 
!  -am  were  32%   lower  than  last 
I  s  offers.  And,  curiously,  the  three 
!  were  within  pennies  of  each  other. 


I  'ECT  PATTERNS.  Oklahoma  isn't 
j  (table).  Similar  suspicious  bidding 
rns  in  other  states  have  drawn  the 
1  tion  of  the  Federal  Trade  Commis- 
j  which  says  it's  investigating  the 
i  itry  for  possible  antitrust  violations 
i  le  sale  of  formula  to  the  Special 
lemental  Food  Program  for  Wom- 
ifants  &  Children  (WIC).  The 
says  it's  looking  at  Abbott 
ratories'  Ross  Laboratories; 
;ol-Myers  Squibb's  Mead 
son  Nutritionals;  and  Ameri- 
Home  Products'  Wyeth- 
st  Laboratories.  The  compa- 
deny  any  wrongdoing, 
fore  the  advent  of  bidding 
86,  states  paid  retail  prices 
formula  makers'  products, 
cipating  mothers  redeemed 
tiers  for  any  brand  at  retail 


outlets,  and  the  state  reimbursed  the  re- 
tailer. With  competitive  bidding,  one 
company  wins  the  exclusive  right  to  sell 
its  product  in  a  state's  WIC  program  in 
exchange  for  paying  a  rebate  to  the 
state.  Last  year  in  Oklahoma,  vouchers 
were  good  only  for  the  Ross  brand,  Simi- 
lac.  After  paying  the  retailer,  the  state 
received  a  $1.22  rebate  from  Ross  for 
each  $L89  13-ounce  can. 

Since  1986,  20  states  have  gone  to 
competitive  bidding.  The  remaining 
states  imposed  various  cost-containment 
measures  that  include  rebates. 

For  formula  makers,  wiC  is  crucial.  It 
accounts  for  one-third  of  the  $1.6  billion 
in  formula  sold  nationwide.  In  states 
where  bidding  has  taken  hold,  the  two 
leaders  have  little  choice  but  to  compete 
fiercely  for  contracts,  which  provide 
"guaranteed  shelf  space"  that  attracts 
non-wic  customers,  says  James  E.  Post, 
a  Boston  University  management  pro- 
fessor and  industry  analyst.  By  the  end 
of  1989,  formula  makers  vying  for  wic 


A  SUSPICIOUS  SLUMP 
IN  INFANT-FORMULA  REBATES? 


Date 

State 

Mead 

Ross 

Wyeth 

FEBRUARY,  1989 

OKLAHOMA 

$1.19 

$1.22 

$0.99 

NOVEMBER,  1989 

MICHIGAN 

1.51 

1.52 

1.37 

MARCH,  1990 

CONNiaiCUT 

1.00 

0.75 

1.30 

MAY,  1990 

NEVADA 

0.75 

0.75 

0.69 

DATA;  CENTER  ON  BUDGET  8.  POUCY  PRIORITIES 


business  had  bid  up  the  rebates  to  $1.51 
in  Michigan,  not  much  less  than  the 
wholesale  price. 

Altogether,  the  companies  have  spent 
$450  million  so  far  on  rebates,  enabling 
the  states  to  add  820,000  to  the  wic  rolls. 
For  a  while,  the  benefits  were  clear.  Bid- 
ding helped  poor  mothers  such  as  Mi- 
chele  Alston  of  Baltimore.  "Had  it  not 
been  for  wic,  I  don't  know  how  I  could 
have  purchased  the  infant  formula  my 
baby  required,"  she  told  Congress. 

But  the  rebates  started  trending  down 
early  this  year,  according  to  the  Center 
on  Budget  &  Policy  Priorities,  a  liberal 
Washington  research  group.  When  Con- 
necticut solicited  bids,  Ross  offered  a 
75$  rebate,  which  was  strikingly  low 
compared  with  earlier  bids  in  other 
states.  Meanwhile,  Mead  came  in  at  $1, 
lower  than  any  winning  bid  in  over  a 
year.  Wyeth  won  the  contract  at  $1.30. 

Soon  after.  Mead  made  an  unusual 
move  for  a  company  whose  main  weapon 
is  the  sealed  bid.  On  Mar.  6,  Mead  Presi- 
dent Donald  G.  Harris  wrote  to  four 
states,  notifying  them — and  the  small, 
chatty  world  of  wiC  suppliers — that  the 
company  planned  to  submit  bids  of  75$. 
In  the  following  weeks,  all  three  compa- 
nies submitted  bids  in  several  states 
that,  in  most  cases,  hovered  close  to  75(t. 

That  set  off  alarm  bells  in  the  office 
of  Senator  Howard  M.  Metzenbaum  (D- 
Ohio),  chairman  of  the  Senate  antitrust 
subcommittee.  He  asked  the  FTC  to  ex- 
amine industry  pricing  patterns.  Kevin 
J.  Arquit,  director  of  the  FTC's  Bureau  of 
Competition,  says  his  staff  will  look  into 
whether  the  companies  engaged  in  price 
"signaling" — that  is,  fixing  prices  with- 
out directly  colluding.  And  Texas  offi- 
cials say  they're  probing  whether  the 
companies  are  carving  up  territories. 
'HOGWASH.'  The  infant-formula  makers 
insist  that  they  have  done  nothing  ille- 
gal. Wyeth,  says  a  company  spokesman, 
"makes  unilateral  decisions  on  its  pric- 
ing policies."  An  Abbott  spokesman 
says:  "We  have  not  colluded  on  pricing 
or  on  any  other  issue,  and  we  believe 
that  the  FTC  inquiry  will  confirm  this." 

Bristol-Myers  spokesman  Rolland  M. 
Eckles  says  the  signaling  allegations  are 
"hogwash."  The  letters,  he  says,  merely 
alerted  wic  officials  to  "a  management 
decision."  He  adds  that  wic  has  eroded 
profits  for  all  the  companies, 
and,  without  providing  details, 
asserts  that  Mead  is  losing  mon- 
ey on  WIC  in  some  states.  "The 
infant-formula  companies  [can't] 
give  large  rebates  forever," 
Eckles  says.  As  for  the  spate  of 
75$  bids,  he  says,  "I  suspect  that 
is  coincidental." 

Maybe  so.  But  infant-formula 
makers  may  find  it  hard  to  turn 
WIC  into  a  cash  cow  again. 
By  Susan  B.  Garland  in  Washington 
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AIRLINES  I 


WHY  THIS  UAL  BUYOUT 
JUST  MAY  SPROUT  WINGS 


Hurting  for  fee  income,  banks  are  eager  to  revive  LBOs 


When  a  group  of  Japanese 
bankers  walked  out  on  an 
overpriced  effort  to  buy  UAL 
Corp.  last  October,  all  hell  broke  loose. 
The  deal  fell  apart,  the  stock  market 
nosedived  190  points  in  a  single  day,  and 
the  era  of  high-leverage  finance  ground 
to  a  halt.  Says  Kiichiro  Mizuno,  general 
manager  of  the  Chicago  office  of  Long 
Term  Credit  Bank  of  Japan:  "UAL  put  a 
shadow  over  bankers'  behavior." 

The  shadow  may  be 
lifting.  Despite  the  tur- 
moil caused  by  the  last 
deal's  collapse,  the  cur- 
rent effort  by  UAL's 
unions  to  take  over 
United  Airlines  Inc.'s 
parent  is  drawing  plen- 
ty of  interest  from  the 
world's  bankers.  The 
reason:  A  dearth  of  lu- 
crative high-leverage 
deals  is  cutting  sharply 
into  their  fee  income. 
They're  eager  to  tweak 
the  market  back  to  life. 
"We  all  made  a  lot  of 
money  from  the  LBO 
market,"  says  one  U.  S. 
banker.  "Hopefully,  this 
will  help  revive  the 
business." 

That's  not  to  say  the 
effort  to  finance  the 
new  deal  will  be  easy. 
As    former  Chrysler 


billion  dollar  order  of  jumbo  jets  soon. 
With  $3  billion  in  added  debt,  paying  for 
those  badly  needed  planes  will  be  diffi- 
cult if  the  economy  slows  and  air  traffic 
thins. 

Still,  some  bankers  thinking  of  bank- 
rolling the  unions  are  optimistic.  There 
are  no  public  documents  laying  out  the 
deal's  terms.  And  most  bankers  have  yet 
to  analyze  the  confidential  financial  pa- 
pers  being   handed   out  by  Salomon 


Some  bankers   seem   more  wor; 
about  the  syndication  structure  than  |..|n 
ited's  fundamentals.  Part  of  the  prob 
last  October,  they  say,  was  that  the  im 
lead  banks  in  the  deal — Citibank  m 
Chase  Manhattan  Bank — tried  to  1  


GREENWALO:  "TURN  ON  EMPLOYEES  WITH  OWNERSHIP"  TO  HELP  PAY  OFF  DEBT 


Vice-Chairman  Gerald  Green  wald  straps 
in  as  chief  executive  of  the  union  buyout 
group,  his  challenge  will  be  to  capitalize 
on  the  banks'  thirst  for  big  LBO  fees 
without  spooking  them  with  too  much 
risk.  Investors  clearly  aren't  convinced 
he  can  do  it.  Since  the  May  31  announce- 
ment that  Greenwald  had  been  lured 
away  from  his  position  as  heir  apparent 
to  Chrysler  Chairman  Lee  A.  lacocca, 
the  stock  has  jumped  57s  to  $158.  But  it 
still  trades  about  207o  below  the  $201 
buyout  price. 

'saAJOR  HURDLES.'  Indeed,  says  Philippe 
Blavier,  deputy  international  director  of 
Banque  Paribas  in  Paris,  "there  are  still 
major  hurdles."  The  deal  lacks  any  new 
equity  and  still  involves  leveraging  UAL 
10  the  hilt  amid  a  sluggish  airline  mar- 
ket. United,  carrying  an  ancient  fleet  of 
DC-10  aircraft,  is  poised  to  make  a  multi- 


Brothers  Inc.  and  Goldman,  Sachs  &  Co., 
who  represent  the  unions.  But  union 
sources  point  out  that  the  new  deal 
shaves  more  than  $2  billion  off  the  pur- 
chase price  and  has  added  more  than  $35 
million  a  year  in  new  labor  concessions. 
In  addition,  because  the  new  proposal 
involves  a  1007  employee  stock-owner- 
ship plan,  it  would  generate  tax  savings 
of  about  $1.3  billion — more  than  double 
the  previous  amount. 


Lenders  seem  more  worried 
about  divvying  up  the  new 

debt  syndication  than  they  are 
about  UAL's  fundamentals 


too  much  of  the  syndication  business 
themselves.  They  assumed  big  chunk  I — 
the  debt,  but,  in  trying  to  parcel  out  Bgl" ' 
credits  to  many  smaller  banks, 
didn't  give  other  big  banks  enougljjer  isr 
the  action. 

FAIR  SHARES.  This  time  around, 
called  club  syndication  is  more  lil  ntiiJ 
bankers  predict.  A  group  of  money-  i 
ter  banks  would  divide  the  debt  ev( 
so  none  would  have  too  much  po  ps 
Then  the  process  of  selling  piecei 
smaller  banks  would  be  arranged  ii 
vance,  so  no  bank  could  hog  the  pr6< 
Says  an  official  at  one  major  Japa 
bank:  "It'll  bring  h 
the  big  boys,  and  it  t  o2 1 
all  be  Even  Steven. 

That  leaves  Grligetlif 
wald  to  play  conser  mm 
builder.  A  club  sya  fs 
tion  means  signing 
more  banks  and  ge' 
them  to  work  toge 
Given  the  skittish 
ket,  that  will  be  a  cluail  lice 
Japanese  banks,  fo 
ample,  are  under 
ernment  pressur 
limit  their  LBO  inv 
ment.  If  this  deal 
ceeds,  sources  say 
Japanese  are  like) 
provide  only  aboutip 
third  of  the  total  cili 
not  the  507  they 
have  in  years  past. 
Greenwald  of  his 
tial  lenders:  "T\ 
have  to  be  satisfied 
the  cash  flows  are 
and  that  there  are  opportunities  to 
erate  cash  internally  if  need  be." 

Some  cynics  note  that  Robert  L 
dall,  chairman  of  rival  AMR  Corp.,  A 
can  Airlines  Inc.'s  parent,  may  hav 
most  to  gain  from  the  UAL  deal.  ^ 
strong  balance  sheet  and  a  solid  m{ 
share  lead  over  United,  American  \ 
do  better  than  heavily  leveraged  t 


i  less 


its  ne 
mu 
and  ft 

Wit 


m  a  downturn.  Greenwald  says  sti 
ing  a  company  after  five  years  of  o 
ship  turmoil  can  pay  its  own  divic 
"The  challenge  is  not  only  to  take  c 
debt,  but  to  so  turn  on  the  empl 
with  ownership  that  you  make  up 
in  new  revenue,"  he  says.  Althoug 
lure  of  hefty  fees  will  help,  Greei 
first  must  turn  on  the  banks. 

By  Michael  Oneal  and  Aaron  Ber 
in  New  York,  with  Ted  Holden  in 
and  Stewart  Toy  in  Paris 


iti 
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>MMUNICATIONSI 


riNY  PAGER  THAT'S 

EARING  OUT  SOME  DEEP  POCKETS 


:E  has  spent  a  fortune  on  it — and  needs  $200  million  more 


might  not  satisfy  Dick  Tracy.  But 
en  if  AT&E  Corp.'s  wristwatch 
.ger  isn't  the  two-way  radio  the 
-strip  hero  made  famous,  the  com- 
figures  consumers  will  snap  it  up 
-nonth  when  it  hits  the  market.  Far 
sr  and  faster  than  ordinary  pagers, 
Corp.'s  units  can  display  phoned 
iges  like  "call  home" 
oromise  to  keep  peo- 
1  touch  24  hours  a 
Boasts  AT&E  Presi- 
Charles  M.  Skibo, 
hiopes  to  blanket  the 
;t  52  U.S.  cities  by 
"This  will  dramatical- 
mge  the  way  people 
unicate  in  the  1990s." 
it's  a  bold  assertion 
small  San  Francisco 
that  lost  money  on 
of  less  than  $4  mil- 
n  a  now-discontinued 
mail  line,  and  hasn't  even  begun 
I  its  new  product.  Moreover,  it 
overcome  daunting  technical,  mar- 
^,  and  financial  challenges  to  sur- 
"They've  got  an  uphill  battle,"  ob- 
3  paging  consultant  Clifford  A. 
of  Arthur  D.  Little  Inc. 
it's  not  to  say  AT&E  hasn't  sur- 
1  people  so  far.  "I'm  impressed  the 
ct  is  that  small,"  says  Richard  A. 
!,  president  of  Telecomm  Systems 
a  paging  company  in  Portland, 


Ore.,  at&e's  first  market.  What's  more, 
Skibo,  a  former  president  of  U.  S.  Sprint 
Communications  Co.,  has  signed  up 
some  heavyweight  partners.  Hattori 
Seiko  Co.  invested  $2  million  in  at&e  and 
put  another  $20  million  into  developing 
the  watches.  France  Telecom,  France's 
state-owned  phone  company,  has  invest- 


DESPITE  AT&E'S 
PERSISTENT  LOSSES... 


...INVESTORS  REMAIN 
INTRIGUED 


'85 

▲  MILLIONS  OF  DOLU\RS 


'89    JULY  '89 
DATA:  COMPANY  REPORTS    A  DOLLARS 


JAN  '90  JUNES 
DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


ed  $2  million  as  well.  Investors  are  en- 
thusiastic: at&e's  stock  recently  hit  a  52- 
week  high  of  23,  up  from  15  at  the  end 
of  last  year  (charts). 

But  at&e's  obstacles  may  give  some 
other  investors  pause.  For  one,  AT&E  has 
lost  $62  million  since  1982,  mostly  money 
from  small  institutions  and  corporate 
partners.  And  the  company  says  it  must 
raise  at  least  $200  million  more.  For  an- 
other, AT&E  will  compete  with  Motorola 
Inc.,  which  has  70%  of  the  market  for 


paging  gear.  By  fall,  Motorola  plans  to 
sell  its  own,  somewhat  larger,  wrist- 
watch  pager  at  a  comparable  price. 
Moreover,  paging  growth  has  slowed 
from  over  20%  several  years  ago  to  13% 
this  year,  says  Arthur  D.  Little.  Argues 
David  Fassnacht,  an  analyst  with  big 
cellular  investor  Moran  &  Co.:  "We  see 
cellular  being  the  main  mode  of  mobile 
communication." 

ALL  SIZZLE?  There's  also  the  question  of 
whether  people  really  want  a  pager  on 
their  wrists.  "Size  is  not  the  primary 
barrier  to  consumers,"  says  Michael  N. 
Simkin,  vice-president  at  PacTel  Paging, 
a  Pacific  Telesis  Group  subsidiary.  What 
is?  "Price."  at&e's  watches  will  cost 
about  $225,  with  service  starting  at 
$12.50  a  month.  That's 
close  to  or  just  a  bit  less 
than  current  pagers. 

As  a  result,  short-sellers 
are  circling.  Almost  2  mil- 
lion of  the  11.2  million 
shares  are  controlled  by 
shorts  who  borrowed  the 
stock  in  hopes  that  the 
price  would  fall,  so  they 
could  buy  it  back  cheaper 
and  profit  on  the  differ- 
ence. "It's  got  a  lot  of  siz- 
zle," says  Tom  Barton, 
partner  in  Feshbach  Broth- 
ers of  Palo  Alto,  Calif.,  who  deems  the 
company's  market  projections  over- 
blown. "There's  just  no  steak." 

Skibo  hopes  a  June  12  nationwide 
demonstration  of  the  watch  will  silence 
the  critics.  Certainly,  Skibo  has  delivered 
so  far,  helping  to  raise  at  least  $34  mil- 
lion since  April,  1989,  while  carrying  a 
modest  $5.5  million  in  debt.  But  if  he 
wants  to  keep  attracting  investors,  at&e 
must  soon  start  paying  its  own  way. 

By  Robert  D.  Hof  in  San  Francisco 


IBM'S  NEW  BID  TO  BE  AT  HOME  IN  THE  HOME 


's  try-try-again  time  for  IBM.  On 
une  26,  it  plans  to  unveil  its  first 
'C  aimed  at  the  home  since  the  PCjr, 
lably  its  biggest  flop  of  the  '80s. 
16  new  line,  dubbed  the  PS/1,  will 
:  at  about  $995  and  is  aimed  at  the 
'  lillion  or  so  consumers  who  work 
i  3me — as  well  as  the  countless  mil- 
i   who  haven't  been  convinced  that 
I  mputer  is  a  must-have  electronic 
I  But  dealers  who  have  been  briefed 
he  PCs  say  the  four-model  PS/1 
has  several  design  flaws  that  could 
1  it  to  the  same  fate  as  the  PCjr, 
h  was  withdrawn  in  April,  1985, 
•  just  15  months  on  the  market. 
16  most  alarming  parallel  is  a  trun- 
1  keyboard:  It  was  the  PCjr's  rub- 
bed "chiclet"  board  that  killed  the 


machine.  And,  like  the  PCjr,  the  80286- 
based  PS/1  isn't  very  powerful.  It 
lacks  built-in  slots  to  accommodate 
add-on  peripherals,  and  some  models 
have  limited  disk  capacity.  "IBM  is  so 
afraid  of  cannibalizing  sales  of  their 
higher-end  computers,  they've  created 
a  machine  no  one  can  sell,"  says  Sey- 
mour Merrin  of  Men-in  Information 
Services  Inc.  Indeed,  better-equipped 
computers  can  be  had  for  as  a  little  as 
$300  more:  Powerful  386SX  computers 
sell  for  $1,300  and  up. 

Sources  close  to  IBM  argue  that 
those  machines  are  too  intimidating  for 
this  market.  They  say  that  IBM's  deci- 
sion to  include  such  features  as  a  mo- 
dem to  allow  PS/ Is  to  talk  to  other  PCs 
and  to  use  Prodigy,  the  information 


network  IBM  ovras  with  Sears,  Roebuck 
&  Co.,  are  more  important  to  these 
buyers.  In  fact,  IBM  will  throw  in  a 
copy  of  software  for  Prodigy  and  a 
copy  of  Works,  a  Microsoft  Corp.  pack- 
age for  neophytes.  "Based  on  what's 
been  rumored,  IBM  could  really  help 
build  up  the  home  market,"  says  Rob 
Glaser,  a  Microsoft  executive. 

Indeed,  some  of  the  dealers'  gripes 
may  be  sour  grapes,  since  IBM  has 
signed  up  mass  merchandisers  such  as 
Sears  to  market  the  machines,  along 
with  its  regular  dealers.  IBM  declined  to 
confirm  that  the  product  is  coming,  al- 
though a  spokeswoman  said  it  has  its 
eye  on  the  home  market.  Will  its  vision 
be  clearer  this  time  around? 

By  Deidre  A.  Depke  in  New  York 
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Commentary/by  Peter  Coy 

WHY  ALL  THE  HEAVY  BREATHIHG  OVER  CALLER  I.D.? 


ost  of  the  country  doesn't 
have  it  yet,  but  caller  identifi- 
I  cation  is  already  emerging  as 
perhaps  the  most  loved  and  most  hated 
new  technology  since  the  disposable  di- 
aper. Those  in  favor  say  Caller  I.  D. 
can  squelch  obscene  callers,  discourage 
false-alarm  calls  to  police  and  fire  de- 
partments, and  generally  keep  people 
from  being  slaves  to  the  jangling  tele- 
phone. Opponents  say  it  is  Big  Brother 
invading  the  caller's  privacy — even 
a  form  of  illegal  wiretapping,  as  a 
Pennsylvania  court  ruled  recently. 

Both  sides  are  indulg- 
ing in  hyperbole.  That's 
too  bad,  since  Caller  I.  D. 
has  the  potential  to  be  a 
useful,  unobjectionable 
technology  if  safeguards 
can  be  agreed  upon. 

For  the  uninitiated, 
Caller  I.  D.  is  a  phone 
company  service  that  lets 
you  see  a  display  of  the 
number  of  the  person 
who's  calling  before  you 
pick  up  the  phone.  One 
exception:  It  doesn't  yet 
work  for  calls  that  come 
through  long-distance 
companies.  A  similar  ser- 
vice has  been  available 
for  two  years  to  big  busi- 
nesses on  their  800  and 
900  lines.  In  fact,  Ameri- 
can Express  Co.  opera- 
tors at  one  location  once 
greeted  callers  by  name, 
but  they  found  it  made 
people  nervous.  Now, 
they  pretend  they  don't 
know  who  you  are  until 
you've  spoken.  Caller  I.  D.  for  the  gen- 
eral public  began  in  1988  in  New  Jer- 
sey and  should  become  available 
throughout  much  of  the  country  over 
the  next  few  years. 

Privacy  rights  are  at  the  heart  of  the 
debate.  The  contending  camps  simply 
differ  over  who  should  be  protected, 
the  caller  or  the  called.  Posed  as  an 
either-or  proposition,  there's  no  simple 
answer.  As  the  called  person,  I'd  like 
to  know  whether  that  heavy  breathing 
on  ihe  line  is  coming  from  a  pervert  or 
from  my  asthmatic  second  cousin.  As  a 
school  principal,  I  want  to  know  where 
bomb  threats  originate.  But  as  a  caller, 
I  doii't  want  my  unlisted  number  ex- 


posed. If  I  anonymously  call  the  local 
carpet  store,  I  don't  want  to  be  bad- 
gered by  a  salesman  for  the  next  five 
weeks.  And  let's  be  honest:  If  I  call  in 
sick  to  work,  I  don't  want  my  boss  to 
see  that  I've  placed  the  call  from 
Jack's  Powerlifting  Salon. 
CAVEAT  CALLER.  The  Pennsylvania 
case  demonstrated  the  extremes  of 
opinion.  Opponents  were  heartened 
when  the  court  likened  Caller  I.  D.  to 
call-tracing  devices,  which  are  restrict- 
ed under  the  state's  wiretap  statute. 
About  15  states  have  similar  laws,  so 


the  decision,  if  upheld,  could  be  influ- 
ential. The  court  also  found  the  service 
violated  state  constitutional  privacy 
rights.  Such  proponents  as  Bell  of 
Pennsylvania,  which  defended  Caller 
I.  D.  as  a  boon  to  privacy,  argued  that 
no  one  should  have  the  option  to  block 
their  numbers  from  being  displayed, 
aside  from  police,  battered  women's 
shelters,  and  a  few  other  special  cases. 
The  phone  company  argues,  probably 
correctly,  that  obscene  callers  would  be 
the  first  to  get  I.  D.  blocking,  diminish- 
ing the  service's  effectiveness. 

Legislation  to  exempt  Caller  I.D. 
from  wiretap  laws  can  probably  over- 
come courts'  objections  in  most  locales. 


A  bill  now  in  Congress  would  ame 
the  federal  wiretap  law  for  just  tl 
reason.  What's  unfortunate  is  that  1 
Pennsylvania  court  found  against  Ci 
er  I.D.  on  constitutional  grounds 
well — a  bit  of  overkill  that  only  mal 
it  harder  to  reach  a  solution. 

Meanwhile,  the  phone  compan; 
prohibition  on  blocking  of  I.  D.  displs 
is  understandable  in  that  it  undermii 
the  usefulness — and  salability — of  C 
er  I.  D.  But  it  seems  punitive  to  If 
abiding  customers  who,  for  all  sorts 
legitimate  reasons,  simply  don't  w; 

their  numbers  precedjj 
them  wherever  they  d| 
Even  now,  callers  al 
shield  their  I.  D.s  frj 
800  and  900  operators 
NAIL   ABUSERS.  For 
nately,  there's  a  reas 
able   solution:  Pen 
Caller  I.  D.,   but  m; 
phone  companies  of 
blocking  for  free  to 
one  who  wants  it.  I 
simply  accept  the  i 
that  some  abusive  call 
will  try  to  hide  hel 
the  protection.  Then, 
the  abusers  with  ot 
services,  such  as 
tracing,  which  traps 
number  at  the  ph 
company  so  it  can 
turned  over  to  police 
These  aren't  foolpi 
alternatives,  but  neil 
is     unblocked  Ca 
I.  D. — sickos  can  al% 
call  from  a  phone  bo 
And  if  the  annoyanc 
something  milder — t 
marketers  or  a  bowling  partner  yo 
trying  to  avoid— you  can  always  ge 
answering  machine  to  screen  j 
calls.  It's  cheaper  than  Caller  I 
which  runs  $6.50  per  month — plus 
to  $80  for  the  hardware. 

If  Caller  I.  D.  with  optional  blocl 
has  so  many  drawbacks,  why  bo 
with  it  at  all?  Etiquette.  Some  day, 
ting  your  number  be  displayed  v 
you  make  a  call  may  be  as  polit 
putting  a  return  address  on  an  ei 
lope  or  standing  in  front  of  a  peepi 
when  you  ring  someone's  doorbell 
need  for  defiant  posturing:  This  is 
ply  a  case  where  laws — and  manned 
need  to  catch  up  with  technology 
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THREE  YEARS  AND 
UNLIMITED  MILEAGE! 


That's  a  commitment,  not  a  claim. 

Because  the  Fujitsu  COMMANDERS  FX  cellular 
mobile  telephone  goes  a  long,  long  way  with 
the  promise  of  reliability  and  service  we  put 
into  its  three-year  warranty. 

And  the  thought  we've  put  into  its  design. 

So  what  you  get  is  a  classic  cellular  tele- 
phone, packed  with  technology  and  loaded 
with  features  like  one-touch  speed-dialing, 
911  emergency  override  and  hands-free 
operation.  With  a  three-year  commitment 


to  reliability  that's  backed  — day  in,  day  out, 
mile  after  mile  —  by  Fujitsu,  a  world  leader  in 
telecommunications. 

Fujitsu  COMMANDER®  cellular  mobile  tele- 
phones. Quality  you  can  see.  Hear.  And  read 
in  our  warranty. 

For  the  name  of  the  COMMANDER*  FX  dealer 
nearest  you,  write  Fujitsu  America,  Inc., 
nil  Digital  Drive,  Richardson,  TX  75081. 
Or  call  1-214-699-9341  today. 

COMMANDER'  IS  a  registered  trademark  of  Fujitsu  America.  Inc. 


FUJITSU 


The  global  computer  8^  communications  company. 


The  Best-Known 
Unknown  GcMnpaiiy 
in  America 


Communities. 


One  of  America's  leading 
developers  of  quality 

communities.  Communities 
that  support  a  wide  variety 
of  lifestyles  while  preserx'ing 
the  environment. 


Industries. 


Providing  world-class  technologies 
to  industries.  Everything  from  eleetrieal 
equipment  and  eleetronie  produets  to 
powerful  proeess  eontrol  systems  used  the 
world  over,  supported  by  one  of  the  world's 
larj^est  distribution  networks. 


Energy. 


A  world  leader  in  electrical 

energy.  From  innovative  solar 
photovoltaic  cells  to  modular 
nuclear  power  plants  and  hi^ly 
efficient  power  ;^eneration  systems- 
weVe  ereatinj^  new  ener^  teeh- 
nolo^es  for  the  future. 


Broadcasting. 


Our  audience  has  grown  to  over 
100  million  people  every  day.  We 

one  of  the  most  dynamic  and  diversified 
entertainment  companies  in  America,  wi 
major  operations  in  television,  radio,  projiu 
production,  syndication.  satcUite  commu  ■ 
cations,  and  even  international  distributit^ 


Electronics. 


The  world  leader  in  radar.  Our 

tt'chiioloji^v  is  behind  the  newest  ^^eneration 
of  air  traffie  eontrol  systems,  as  well  as  the 
extremely  reliable  radar  in  advaneed  fifpiter 
aireraft  and  ships. 


fficc  Systems. 


jadiiig  the  way  in  integrating 
;ople  and  technology.  W  ith 

irv'thing  from  innovative  offiee  fumi- 
"e  systems  to  teleconnnunieations. 
■Ve  helping  make  offiees  more  pleasant 
3dueti\'e  places  to  work. 


Environment. 


More  advanced  technologies  for  a  cleaner  world. 

We  re  finding  more  effective  ways  to  identif\'  and  dispose  of 
hazjirdous  and  toxie  wastes.  We  even  turn  garbajie  into  eleetrieity. 


Financial  Services. 


America  s  largest  finance  company  providing  capital 

exclusively  to  business.  We  specialize  m  810-8100  million,  one-stop 
financing  here  and  abroad  for  acquisitions,  expansions  and  recapitiilizations. 
Working  with  established  in\'estor  groups  and  middle-market  companies 
across  a  broad  industr\'  spectnnn,  we  customize  eapitid  for  business. 


With  a  name  as  well-known  as  Westinghouse.  people  think  they  know  all  about  us.  The  fact  is,  you'd 
be  amazed  at  what  we're  doing  at  Westinghouse.  Wliich  Is  why  America's  best-known  unknown 
company  is  one  you  should  get  to  know  better.  For  more  information,  write  Westingliouse  Electric 
Corporation.  Westinghouse  Building.  Department  10,  Pittsburgli,  PA  15222. 


You  can  be  suiB...lf  itisVltestinghouse 
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A  SHOCKER  FROM  SONY 
ON  DIGITAL  TAPE 


►  Digital  audio  tape  record- 
ers, which  bring  the  crystal- 
clear  sound  of  compact  disks 
to  taped  copies,  will  finally  hit 
the  U.  S.  market  this  month. 
Breaking  a  five-year  deadlock 
between  Japan's  electronics 
giants  and  U.  S.  record  mak- 
ers, Sony  on  June  3  stunned 
the  industry  by  announcing 
players  designed  to  sell  for  as 
little  as  $799,  far  less  than 
anyone  expected. 

Each  BAT  cassette  deck  will 
have  a  microchip  that  allows 
unlimited  taping  of  CDs  but 
prevents  copies  of  copies. 
That's  the  deal  agreed  on  last 
year  by  the  electronics  and 
record  industries,  but  Con- 
gress has  yet  to  approve  it. 
Composers,  who  want  royal- 
ties on  copies  taped  at  home, 
are  fighting  the  legislation. 

By  fall,  Sony  will  have  lots 
of  company:  JVC,  Denon,  and 
Technics  have  already  un- 
veiled competing  machines. 


WHO  WILL  FILL 
NOYCE'S  SHOES? 


►  Sematech,  the  government- 
funded  microchip  consortium, 
will  survive  without  its  CEO, 
Robert  Noyce,  who  died  on 
June  3.  But  it  needs  an  am- 
bassador of  Noyce's  stature. 
On  the  short  list  of  possible 
successors:  George  Heilmeier, 
chief  scientist  at  Texas  In- 
struments, who  is  well- 
known  in  the  industry  and  in 
Washington;  Motorola  Chair- 
man Robert  Galvin,  who  is 
winding  down  his  role  there; 
and  retired  Admiral  Bobby  In- 
man,  who  once  headed  MCC,  a 
research  consortium. 


^  LOSES 
ST  LADY 


^.\<.  chairman  of  Pitts- 
burgh's Equibank,  Clare  Gar- 
galli  was  the  first  woman  to 
run  a  large  U.  S.  bank.  But 
With  such  rewards  go  consid- 
erable risks.  On  June  5,  she 


stepped  down  as  head  of  the 
struggling  bank  and  as  presi- 
dent and  chief  operating  offi- 
cer of  its  parent,  Equimark. 

She  joins  about  two  dozen 
executives  who  have  recently 
left  Equimark,  which  in  April 
failed  to  complete  its  acquisi- 
tion of  National  Bancshares 
of  Texas.  Gargalli,  47,  isn't 
the  only  woman  leaving.  Equi- 
mark Chairman  Alan  Fell- 
heimer's  wife,  Judith,  quit  as 
vice-chairman  in  late  May. 
But  equal  opportunity  is  alive 
at  Equimark:  Five  of  its  top 
15  executives  are  women. 


HELPING  MINORITIES: 
A  NEW  BLUEPRINT 


►  A  group  of  academic  and 
corporate  leaders  has  offered 
a  sweeping  set  of  policy  pre- 
scriptions to  help  steer  mem- 
bers of  minority  groups  into 
the  economic  mainstream. 
Among  the  Business-Higher 
Education  Forum's  many  rec- 
ommendations: restoring  the 
purchasing  power  of  public 
employment  and  training  pro- 
grams to  their  1980  levels, 
funding  Head  Start  for  every 
disadvantaged  child,  guaran- 
teeing college  costs  for  low- 
income  students,  and  rede- 
signing public  assistance 
programs  to  encourage  work 
and  education. 

Such  a  program  is  bound  to 
cost  plenty,  admits  Clifton 
Wharton,  CEO  of  pension  fund 
titan  TIAA-CREF,  who  co- 
chaired  the  task  force  that 


'GORBY  IN  BUNNY  SUIT.  FILM  AT  1 1' 


Leave  it  to  one  of  the  computer 
chip  industry's  most  accom- 
plished publicity  hounds  to  find 
a  way  to,  er,  capitalize  on  Gorby- 
mania.  T.  J.  Rodgers,  CEO  of  Cy- 
press Semiconductor  in  San 
Jose,  Calif.,  placed  ads  in  two 
local  papers — in  Russian  and  En- 
glish, of  course — inviting  the  So- 
viet president  to  visit  Cypress 
while  he  was  in  the  San  Francis- 
co area  on  June  3  and  4.  Rod- 
gers knew  the  odds  were  against  him,  but  he  promisi 
reporter  that  if  Gorbachev  did  come  to  Cypress,  he  woulc 
the  great  man  to  don  a  clean-room  "bunny  suit." 

Alas  for  photographers  everywhere,  Gorby  didn't  show, 
Rodgers  hasn't  given  up  hope  of  tapping  Soviet  technologj) 
markets.  He's  helping  to  sponsor  a  "silicon  summit" 
Soviet  scientists  and  trade  officials,  scheduled  to  run  thp 
June  14.  "I'm  still  moving,"  he  explains,  "but  in  quietei 
cles."  Maybe  he  should  have  advertised  in  Pravda. 


hammered  out  the  forum's  re- 
port. But  "when  one  looks  at 
the  critical  nature  of  the  need, 
and  the  economic  and  social 
consequences  if  we  don't  ad- 
dress those  needs,"  Wharton 
argues,  "the  cost  should  not 
be  an  overriding  concern." 


lOVE'S  LABOR 
IS  LOST  AT  Nil 


►  Facing  a  July  25  proxy  bat- 
tle. National  Intergroup  CEO 
Howard  Love  announced  a 
corporate  restructuring  that 
includes  his  own  resignation 
within  a  year.  Love,  60,  plans 
to  step  down  after  selling  the 
company's  remaining  busi- 
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nesses,  except  for 
wholesaler  Foxmeyer. 

Love's  announcement 
a  troubled  10-year  divers 
tion  away  from  steel,  di 
which  Nil  racked  up 
$450  million  in  cumul 
losses.  New  York  inv^ 
Centaur  Partners,  which 
17%  of  Nil,  says  it  will 
on  with  its  effort  to  re 
Love  and  two  other  dire) 
with  its  own  slate. 
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CEASEFIRE  IN 
A  JEANS  WAR 


►  After  more  than  six  .\  i; 
the  great  jeans  war  has  i 
to  an  end.  The  Nakash  Ijt 
ers,  who  own  New  ! 
based  Jordache  EnterplJt 
more  or  less  surrenden 
the  Marciano  brothers, 
own  Guess?  in  Los  An|| 
Under  a  May  30  out-of- 
settlement,  reached  whR 
jury  deliberated  the 
cianos'  fraud  suit  agains| 
Nakashes,  the  Nakasheii 
return  to  the  Marciano ' 
half-interest  in  Guess?  i 
acquired  in  1983,  now  'i 
about  $250  million.  T'i 
also  return  most  of  the! 
million  in  Guess?  divia 
they  accumulated.  Thet 
sides  also  dropped  the 
other  legal  volleys  thejj 
launched  against  each  oj< 
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IE  RIGHT  IS  SEEING  RED 

#ER  BUSH'S  EMBRACE  OF  GORBY 


^  eorge  Bush's  relationship  with  the  RepubHcan  right 

Phas  been  an  on-and-off  affair.  But  if  the  President's 
cuddly  summit  meeting  with  Soviet  President  Mikhail 
ichev  marked  a  turning  point  in  U.  S.-Soviet  relations 
28),  it  also  was  a  watershed  in  Bush's  dealings  with  a 
mighty  faction  of  his  own  party.  "He's  kissing  the  conser- 
3  movement  good-bye,"  says  GOP  analyst  Kevin  Phillips. 
;ht  now,  the  President  undoubtedly  feels  he  can  get  along 
nicely  without  the  right.  His  popularity  remains  spectacu- 
high,  and  he  has  yet  to  glimpse  a  1992  Democratic 
!nger  on  the  horizon.  But  if  things  turn 
-if,  for  exampk,  the  economy  slides  into 
sion — Bush  may  be  looking  for  some  en- 
istic  backing  for  his  reelection  effort 
g  conservatives.  And  he  may  not  find  it. 
iNEY."  Unlike  true  believer  Ronald  Reagan, 
has  always  been  suspect  among  GOP  con- 
,  tives,  who  see  him  as  an  Eisenhoweresque 
j  ry  clubber.  Bush  has  tried  to  appease  the 
I  rvative  movement  by  tossing  it  an  occa- 
j  1  rhetorical  bone  and  by  using  White 
j  e  Chief  of  Staff  John  H.  Sununu,  who  has 
I  credentials  on  the  right,  as  a  liaison.  But 
'  resident  has  done  one  thing  after  another 
j  noy  right-wingers,  from  proclaiming  the 
'  blican  Party  to  be  open  to  all  views  on 
\  ion,  to  refusing  to  endorse  restrictions  on 
■nment  arts  grants,  to  adopting  a  soft  line  on  human- 
;  violations  in  China. 
,  :  the  embrace  of  Gorbachev  was  the  last  straw  for  con- 
j  tives.  The  sight  of  an  American  President  going  out  of 
j  ay  to  bolster  a  beleaguered  Soviet  leader  made  their  flesh 
'\  .  "This  summit  confirmed  how  massively  the  President 
I  ver-invested  in  Gorbachev,"  says  former  Pentagon  offi- 
'rank  Gaffney,  head  of  the  conservative  Center  for  Secu- 
'olicy.  Adds  Edv/ard  L.  Rowny,  an  arms  adviser  to  Presi- 
i  Reagan  and  Bush  who  will  soon  leave  the  Arms  Control 
sarmament  Agency:  "Many  people  liked  the  President's 


BUSH:  'OVERINVESTED'? 


noblesse  oblige,  but  to  some  it  suggests  that  both  sides  won 
the  cold  war,  and  that's  baloney." 

The  folks  who  have  faithfully  observed  Captive  Nations  Day 
for  45  years  were  counting  on  Bush  to  mount  at  least  a 
symbolic  fight  over  Soviet  repression  of  the  secessionist  move- 
ment in  the  Baltic  states.  The  White  House  raised  their  hopes 
with  a  pre-summit  pledge  that  Bush  would  not  sign  a  trade 
agreement  unless  Gorbachev  cut  a  deal  on  Lithuanian  indepen- 
dence. Then,  at  the  summit,  the  President  initialed  the  trade 
agreement  after  all. 

NO  PLACE  TO  GO.  Bush  courted  the  right  during 
the  campaign  and  was  reluctant  to  move  very 
far  from  Reagan's  policies  during  his  first  year 
in  office.  But  now,  the  White  House  seems  to 
have  decided  to  go  for  as  much  of  the  political 
middle  as  it  can  get,  leaving  little  room  for 
limited-appeal  tough  stands  on  issues  such  as 
Lithuania.  "The  right  is  isolated  right  now," 
says  Will  Marshall  of  the  Progressive  Policy 
Institute,  a  moderate  Democratic  think  tank. 
"Popular  sentiment  isn't  giving  their  complaints 
any  resonance." 

For  now,  conservatives  have  no  place  to  go 
but  home.  But  Bush  can't  afford  to  forget 
them.  From  the  1964  Goldwater  insurgency  to 
Reagan's  almost-successful  1976  challenge  to 
Gerald  Ford,  "foreign  policy  has  always  been 
the  rallying  call  for  the  right,"  says  William  Schneider  of  the 
American  Enterprise  Institute.  "They'll  nurse  their  wounds, 
watch,  and  make  trouble  for  the  Republicans  later." 

Should  Bush's  popularity  fade  and  his  reelection  start  to 
look  less  like  a  sure  thing,  the  President  will  look  for  a  way  to 
get  conservatives  charged  up  again  on  his  behalf.  The  relation- 
ship between  Bush  and  the  right  will  never  be  Reaganesque 
true  love,  but  conservatives  are  the  foot  soldiers  of  the  GOP, 
and  one  of  these  days.  Bush  may  wake  up  and  discover  that  he 
needs  them. 

By  Douglas  Harbrecht  and  Bill  Javetski 


rAL  WRAPUPI 


IL  RIGHTS 


Ielson  Mandela  doesn't  know  it 
yet,  but  he's  about  to  become  a 
yist  for  an  antidiscrimination  bill 
making  its  way  through  Congress, 
i  rights  groups  expect  that  the  en- 
iasm  unleashed  by  the  African  Na- 
il Congress  leader's  U.  S.  tour  in 
June  will  be  a  major  spur  for  the 
ilation,  which  overturns  a  number 
iupreme  Court  rulings  on  job  dis- 
.ination.  Proponents  of  the  bill  are 
ng  the  Senate  Democratic  leader- 
to  bring  the  measure  to  the  floor 
e  Mandela  is  in  the  country.  To 
itate  speedy  action,  the  Senate  La- 
&  Human  Resources  Committee 


was  planning  to  wrap  up  its  work  on 
the  legislation  by  June  8.  Meanwhile, 
civil  rights  groups,  congressional  lead- 
ers, and  the  White  House  are  continu- 
ing discussions  in  hopes  of  eliminating 
President  Bush's  remaining  objections 
to  the  bill. 

POllTiCS  

The  penchant  of  Republican  House 
members  to  run  for  higher  office 
has  raised  Democratic  hopes  of  some 
gains  this  fall.  Democratic  strategists 
think  their  best  shots  include  the  seats 
being  vacated  by  Hank  Brown  in  Colo- 
rado, Thomas  J.  Tauke  in  Iowa,  and 
Claudine  Schneider  in  Rhode  Island,  all 
of  whom  are  running  for  the  Senate. 


DEFENSE 


The  nation's  top  soldier  is  taking  an 
unusually  aggressive  part  in  Penta- 
gon policy  planning.  Reagan-era  legis- 
lation encouraged  a  broader  role  for 
the  Chairman  of  the  Joint  Chiefs  of 
Staff,  but  General  Colin  L.  Powell  is 
the  first  to  take  advantage  of  the  new 
powers.  Powell  is  urging  top  Defense 
Dept.  civilians  to  hold  off  on  drafting 
the  1992  budget  until  some  key  strate- 
gic decisions  are  made.  Among  the 
matters  Powell  wants  resolved  first: 
The  size  and  structure  of  the  army, 
and  the  future  of  both  Star  Wars  and 
strategic  weapons  under  pending  arms- 
reduction  agreements. 
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CONSTRUCTION  NEAR  ST.  PAUL'S  IN  LONDO.g 


SQUARE  FEET  ARE  COMING  ON  A  MARKET  WHERE  DEMAND  IS  FALTERING 


lONDON  REAL  ESTATE 
IS  FALLING  DOWN 


Developers  are  in  pain — and  some  big  ones  may  fail 


ew  Yorkers  know  the  feeling.  A 
real  estate  market  that  has  nev- 
er gone  anywhere  but  up  sud- 
denly comes  to  earth,  pulled  down  by 
the  twin  forces  of  a  stock  market  crash 
and  overcapacity.  Developers  get  stuck 
with  gleaming,  empty  office  towers  and 
luxury  condominium  complexes,  apart- 
ment sellers  howl,  and  banks  are  left 
holding  the  bulging  mortgage  bag. 

Reality  has  finally  come  to  London, 
where  the  rise  in  rents  and  building  val- 
ues has  seemed  inexorable  until  now. 
The  boom  began  in  1985  as  the  city 
geared  up  for  "Big  Bang"  financial  de- 
regulation in  1986.  The  subsequent  years 
ol'  cheap  money  kept  it  going.  But  pun- 
ishiiigly  high  interest  rates  beginning  in 
late  1988  and  a  business  slowdown  burst 
tb-j  bubble.  Vacancies  in  the  City  of  Lon- 
a<iii,  the  hardest-hit  area,  are  now  at 
1 ),',  a  fivefold  jump  since  1986  (chart). 

h..!T;<'  :>f  London's  prominent  develop- 
ers -dii-  "inding  that  they  have  speculat- 
ed then, -elves  right  out  of  business. 
Even  the  powerful  Reichmanns  must 
hu;?t.k'  to  fill  office  space  on  Canary 


Wharf.  Meanwhile,  cash-rich  investors 
from  Japan  to  the  U.  S.  are  cherry-pick- 
ing London's  choicest  properties  in  what 
is  still  Europe's  most  expensive  market. 
SCARY  SYMPTOM.  In  a  sense,  the  real 
estate  market  mirrors  Britain's  malaise 
of  the  past  year  or  two.  Once  a  symbol 
of  Prime  Minister  Margaret  Thatcher's 
economic  turnaround,  the  property  boom 
has  fizzled  along  with  economic  growth 
and  Thatcher's  fortunes. 

But  on  the  Continent,  the  prospect  of 
a  single  European  market  in  1992  and 
the  East-West  rapprochement  are  push- 
ing real  estate  prices  in 
the  major  cities  to  record 
highs.  According  to  Lon- 
don-based international 
realtor  Healey  &  Baker, 
prime  office  space  in  Par- 
is' Place  Vendome  and 
Place  de  la  Concorde  has 
shot  up  12%  in  the  past 
six  months,  to  as  high  as 
$75  a  square  foot.  By 
contrast,  after  rising  al- 
most 40%  a  year  until 
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VACANCY  RATES 
ARE  CLIMBING 
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late  1988,  choice  City  property  is 
slightly  down  at  about  $100  a  sd 
foot.  Second-tier  commercial  propd 
have  lost  10%  so  far  this  year,  and  vi| 
is  expected.  The  slump  is  even  spii 
over  into  residential  real  estate,  wh 
town  house  in  trendy  Chelsea  goin  .* 
15%  less  than  last  year's  $700,000 
Most  experts  don't  expect  a  recover  i 
18  months  to  three  years. 

Several  developers  and  contractoi 
eluding  Rush  &  'Tompkins,  Declan 
and  Kentish  Properties,  have  gonei' 
receivership  in  the  past  few  months) 
of  London's  best-known  and  mos ; 
gressive  developers,  Rosehaugh'J 
had  to  tap  the  stock  market  for^- 
million  in  fresh  equity  in  Februara 
is  putting  properties  worth  hundred 
millions  of  dollars  on  the  block. 

Among  the  scariest  symptoms  c  t 
market  downturn  has  been  troul' 
the  Docklands,  the  5,500-acre  rede  i( 
ment  site  that  snakes  along  the  Th  r.' 
The  government  granted  lavislt 
breaks  to  developer  a 
eased  planning  re  n 
ments  to  turn  then 
into  a  bustling  ceniV 
offices,  apartments  a 
shops.  Speculators 
wild,  and  now  the  a) 
scape  is  pockmarkec-v 
For  Sale  signs.  Recit 
Rosehaugh  and  p;ti 
Stanhope  Propertie  I 
pulled  out  of  a  pl>r 
$850  million  shoppir  s 


INTERNATIONAL  eSinE 


ire  complex  on  140  acres  in  the  Roy- 
tocks. 

inancial  regulators  and  analysts  are 
ried  that  a  prolonged  slump  will  af- 

the  banking  community.  The  major 
ish  banks  increased  their  loans  to 
;lopers  by  56%  in  1988  and  a  further 
,  to  $57  billion,  in  the  year  through 
ruary.  One-third  of  that  lending  is 
ipeculative  developments  throughout 
ain  that  will  come  on  the  market  in 
next  18  months.  The  result,  predicts 
ig  agency  IBCA  Ltd.,  is  that  British 
cs  may  have  to  write  off  $1.3  billion 
ad  loans  over  the  next  two  years. 
•RENT  LURES.  The  silver  lining  is  for- 

money.  Buyers  have  been  paying 
rd  prices,  citing  London's  high  re- 
s  over  the  past  10  years  and  betting 
in  upswing.  Chicago-based  jmb  Real 
ite  Group  Inc.  paid  $433  million  last 

•  for  Randsworth  Trust  PLC,  which 
properties  in  the  tony  West  End  and 
ake  in  a  smaller  developer. 

le  biggest  foreign  gamble  is  that  of 
Reichmann  brothers'  Toronto-based 
npia  &  York  Developments  Ltd.  O&Y 
a  one-third  stake  in  Stanhope  and  an 
'  stake  in  Rosehaugh.  The  developer 
)ending  $7  billion  on  Canary  Wharf, 
)cklands  office  complex  that  will  con- 
10  million  square  feet  by  the  mid- 
s.  Five  million  square  feet  are  due 
completion  within  18  months,  and 
executives  are  hustling  to  sign  up 
nts,  luring  them  with  rents  about 
the  standard  rates  for  prime  City 
e. 

le  project  fits  the  mold  of  other 
hmann  ventures,  such  as  Manhat- 
i  Battery  Park  City,  which  O&v 
jht  in  a  down  market.  But  "this  is 
ly  to  be  longer-term  than  New 
c,"  admits  Charles  Young,  executive 
:tor  of  O&Y  in  London, 
.panese  investors  have  stepped  up 

•  interest  in  London  real  estate  in 
past  two  years.  Big  names  such  as 
0  Marine  &  Fire,  Asahi  Life,  and 
lagai  Gumi  have  been  snapping  up 

;  tige  City  properties.  Mamoru  Naka- 
a,  who  heads  the  British  real  estate 

;  of  giant  trading  company  Mitsui  & 
is  eyeing  two  new  office  projects, 
^terred  by  problems  in  the  market, 
are  not  influenced  by  the  current 

'  lomic  situation,"  he  says, 
ill,  outside  money  alone  will  not  be 
igh  to  keep  the  London  market 

,  it,  and  the  real  estate  cycle  may  be 

]  eful  gauge  of  Thatcher's  popularity. 
4e  can  head  off  widespread  foreclo- 
s  and  embarrassing  vacancy  levels 
16  City  and  the  Docklands  before  the 
.  elections,  which  must  be  held  by 
,  1992,  many  urbanites  will  figure 
an  economic  rebound  is  under  way. 
t  would  get  the  developers — and  her 
paign— back  on  track. 

By  Richard  A.  Melcher  in  London 


MEXICO  I 


AlONG  THE  BORDER,  FREE  TRADE 
IS  BECOMIHG  A  FACT  OF  LIFE 


Mexico's  Salinas  is  pushing  for  a  pact,  but  business  is  ahead  of  him 


Apolitical  cat  fight  is  raging  along 
the  Mexican  border.  Armed  with 
maps  and  charts,  the  governors 
of  New  Mexico  and  the  Mexican  state  of 
Chihuahua  have  both  flown  to  the  con- 
flict zone.  The  issue  the  governors  must 
decide  is  which  of  two  border  areas  near 
El  Paso — Santa  Teresa  or  Anapra — will 
get  a  new  international  commercial 
crossing.  "Some  $3  billion  flows  across 
this  border  in  maquiladora  traffic," 
says  Patrick  O'Rourke,  who  represents 
Anapra.  "The  trick  is  getting  it  to 
stop  here."  *' 

Like  the  railroad  lines  that  traversed 
the  West  100  years  ago,  border  cross- 
ings between  the  U.  S.  and  Mexico  spell 
golden  opportunity.  Trade  between  the 


Tracers.  Mexican  consumers,  enjoying 
their  newly  opened  economy,  are  gob- 
bling up  U.S.  imports  from  Cheerios 
to  Miller  beer.  And  U.  S.  and  Mexican 
governors  are  cooperating  to  build 
bridges,  solicit  investment,  and  stimu- 
late trade. 

Until  recently,  any  mention  of  free 
trade  with  the  "Colossus  of  the  North" 
was  political  heresy  in  nationalist  Mexi- 
co. But  now,  a  treaty  faces  stiffer  oppo- 
sition from  U.  S.  industries  and  unions  in 
the  Rust  Belt  than  from  Mexico.  Drug 
enforcement  officials  also  predict  that 
free  trade  with  Mexico  would  grease 
tracks  for  cocaine  shipments.  These  con- 
cerns mean  a  treaty  faces  a  slow  voyage 
through  the  U.  S.  Congress,  even  though 


A  FORD  PLANT  IN  HERMOSILLO:  U.S.  CARMAKERS  HAVE  SHIFTED  THOUSANDS  OF  JOBS  TO  MEXICO 


North  American  neighbors  is  booming  at 
more  than  $50  billion  a  year,  up  from 
$29.7  billion  in  1986,  and  the  maquila- 
dora border  assembly  plants  are  grow- 
ing at  a  15%  annual  clip.  Mexican  Presi- 
dent Carlos  Salinas  de  Gortari  is 
scheduled  to  visit  President  Bush  in 
Washington  on  June  10  to  push  for  a 
U.  S.-Mexican  free-trade  pact. 
HERESY.  Any  such  official  agreement 
will  take  years,  but  on  the  ground  it's 
clear  something  like  free  trade  already 
is  unfolding.  U.  S.  industry  continues  to 
march  south  in  search  of  Mexico's  cheap 
labor.  Nearly  half  a  million  Mexicans  toil 
in  1,820  maquiladora  plants.  Farther 
south,  Mexican  auto  workers  build 
Dodge  Ram  Chargers  and  Mercury 


private  deals  are  booming.  "Things  are 
opening  up  without  a  formal  agreement 
in  place,"  says  Toni  Vazquez,  director  of 
the  State  of  Illinois'  new  office  in  Mexi- 
co City. 

Sahnas  is  pushing  for  a  formal  pact 
partly  because  of  the  benefits  it  would 
create  far  from  the  2,000-mile  border. 
With  dozens  of  Mexican  state-owned 
companies  on  the  block,  including  phone 
monopoly  Telefonos  de  Mexico  and  two 
big  steel  companies,  U.  S.  companies — as 
well  as  Japanese  and  European  competi- 
tors— are  doing  a  lot  of  shopping.  Prog- 
ress toward  a  free-trade  pact  could 
sharply  hike  the  value  of  these  compa- 
nies. Salinas  is  looking  for  a  rush  of 
European  and  Japanese  investment  as 
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companies  hurry  to  get  a  foothold  in  the 
North  American  market. 

The  Mexican  President  will  need  this 
help  soon.  During  his  year  and  a  half  in 
office,  he  has  won  support  through  a 
series  of  bold  maneuvers,  from  the  jail- 
ing of  a  corrupt  oil-union  chief  to  priva- 
tizing the  banking  system.  But  he  has 
not  been  able  to  find  an  inflation-free 
way  to  move  the  economy  into  high 
growth,  as  promised.  With  national  con- 
gressional elections  only  a  year  away,  he 
needs  foreign  manufacturing  plants  to 
pump  money  into  the  country  and  create 
lots  of  jobs. 

SHOCK  WAVES.  Bush  Administration  offi- 
cials agree  a  trade  pact  would  help  stabi- 
lize the  Mexican  economy  while  making 
U.  S.  industry  more  competitive.  But  the 
Administration  faces  opposition  from  the 
Rust  Belt  and  the  steel  and  textile  indus- 
tries, as  well  as  from  Southwesterners 
worried  about  being  swamped  in  a  sea 
of  Spanish.  The  U.  S.-Canadian  Free 
Trade  Agreement,  which  took  effect  on 
Jan.  1,  1989,  almost  ran  aground  on  close 
votes  in  congressional  committees. 

A  Mexican  deal  looks  far  more  compli- 
cated. U.  S.  auto  makers,  for  example, 
have  already  shifted  thousands  of  jobs 
south  of  the  border.  General  Motors 
Corp.  makes  auto  parts  in  more  than  30 
rnaquiladoras,  and  Mexico's  shipments 
of  finished  vehicles  to  the  north  are  ex- 
pected to  climb  2\7(  in  this  year's  first 
nine  months,  to  156,500  cars,  says 
Ward's  Automotive  Reports.  United 
Auto  Workers  President  Owen  F.  Bieber 
maintains  that  a  free-trade  pact  would 
mean  "there'll  be  a  hell  of  a  lot  more 
empty  factories  in  the  United  States 
of  America." 

Detroit  auto  makers  are  also  con- 
cerned about  made-in-Mexico  Japanese 
cars  heading  north.  Already,  Nissan 
Mexicana  has  announced  plans  for  a  $1 
billion  plant  in  Aguascalientes,  a  town  in 
central  Mexico.  Honda  Motor  Corp., 
which  runs  a  motorcycle  and  car-parts 
plant  near  Guadalajara,  could  follow. 

Residents  of  the  Southwest  also  face 
possible  jolts.  Mexican  negotiators  want 
relaxed  immigration  laws  covering  mi- 
grant workers  included  in  the  trade 
talks.  But  illegal  border  crossings  and 
increased  crime  have  spurred  citizens' 
groups  in  such  cities  as  San  Diego  to 
ti).ke  action.  Some  San  Diego  residents 
have  begun  a  "Light  Up  the  Border 
Campaign"  under  which  they  drive  to 
the  frontier,  turn  their  headlights  on 
groups  of  migrants  who  are  waiting  to 
cross,  and  shout,  "Go  home."  Long  be- 
fore an  official  U.  S.-Mexico  trade  deal  is 
cut,  the  shock  waves  from  freer  trade 
are  already  reverberating  throughout 
the  continent. 

By  Stephen  Baker  in  Mexico  City,  with 
David  Woodruff  in  Detroit  and  Bill  Ja- 
vt'Ltki  in  Washington 


Commentary /by  Robert  Neff 

THE  DEFICIT 
IN  JAPAN'S  SURPLUS  THEORY 


The  trouble  with  trial  balloons  is 
that  they  sometimes  burst  in 
your  face.  That  could  be  in  store 
for  some  influential  spin  controllers  in 
Japan,  who  are  pushing  the  idea  that 
the  world  should  be  grateful  their 
country  is  so  cash-rich. 

Their  argument  is  simple.  Since  the 
Bush  Administration  and  numerous 
Europeans  are  asking  Tokyo  to  help 
finance  Third  World  development  and 
rebuild  Eastern  Europe,  the  U.  S.  and 
Europe  are  lucky  that  Japan  has  a 
huge  $58  billion  balance-of-payments 
surplus  on  tap  (chart).  Such  talk  raises 
questions  about  the  commitment  of  the 
Japanese  to  further  reduce  their  trade 
imbalance,  and,  as  Nikko  Securities  Co. 
economist  Hisashi  Inoue  observes, 
smacks  of  "selfishness."  It  is  also  set- 
ting off  alarm  bells  worldwide. 

The  basis  of  this 
Japanese  argument  is 
the  dubious  assump- 
tion that  the  world 
now  faces  a  capital 
shortage.  For  unbank- 
able projects,  there  is 
a  shortage.  But  for 
good  ones,  there's 
cash  aplenty.  More- 
over, if  Japan  didn't 
have  its  surplus,  na- 
tions exporting  to  Ja- 
pan would — and  they 
could  just  as  easi- 
ly lend  and  invest. 
There's  also  no  guar- 
antee that  Japanese 
funds,  largely  in  pri- 
vate hands,  would  flow  to  high-risk 
deals.  The  Soviet  Union  has  pitched  re- 
peatedly for  Japanese  investment  but 
has  attracted  barely  a  yen. 
IMF  IMPRIMATUR.  The  surplus  balloon 
was  first  floated  in  May,  when  the  in- 
fluential business  newspaper  Nihon 
Keizai  Skimbun  prominently  dis- 
played a  "new  theory"  that  a  hefty 
surplus  is  good  for  global  stability. 
Then,  the  Ministry  of  Finance  released 
an  interim  report  from  an  advisory 
panel  of  leading  businessmen,  econo- 
mists, and  journalists  noting  that  world 
expectations  of  Japan  as  a  supplier  of 
capital  are  rising.  Next,  a  top  Econom- 
ic Planning  Agency  official  was  quoted 
as  saying  there  was  no  need  to  cut  the 
Japanese  surplus  any  further.  And  fi- 
nally, an  International  Monetary  Fund 
study  suggested  that  in  a  world  poten- 


JAPAN'S  SURPLUSES  ARE 
FALLING,  BUT  STILL  BIG 


CURRENT 
ACCOUNT 


0  J 

■87        '88       '89  '90  

▲  BILLIONS  OF  DOIURS  EST. 
DATA:  UKION  BANK  OF  SWT7EI!UND 


tially  strapped  for  savings,  Jaj 
should  not  eliminate  its  surplus  atl 
costs.  An  IMF  official  protests  that  ] 
conclusion  "is  not  an  affirmation 
Japan  should  maintain  a  big  surplij 
But  Japanese  advocates  of  the 
theory  quickly  latched  onto  the  IMF 
port  as  an  endorsement  of  their  st 
To  be  sure,  the  view  still  is  a  miJ 
ity  one.  A  Ministry  of  Internatiq 
Trade  &  Industry  planner,  TsuyJ 
Nakai,  maintains  that  "it's  very  e| 
that  we  will  continue  trying  to ! 
crease"  Japan's  trade  imbalances, 
the  traditionally  conservative  Mini| 
of  Finance  has  yet  to  endorse  its 
sory  panel's  views.  Some  officials 
to  the  decline  since  1986  in  Japan's  | 
eign  surpluses  as  signs  that  Tokj 
fulfilling  global  commitments. 
April's  current-account  surplus! 

taled  just  $2  bilj 
down  70%  from  a  ; 
before.  But  that ' 
ure  may  have  beeij 
anomaly.  Many 
see  the  current! 
count,  which  incl^ 
merchandise  and 
vices,  leveling  ofj 
around  $55  billio| 
year. 

Some  even  thinly 
dollar's  recent  rise 
fuel  a  new  Japa| 
export  surge, 
them,  talk  of  beij 
lent  surpluses  isj 
first  stage  of  a 
paign  to  head  of 
ticism  from  Washington. 

Even  if  the  current  account  £| 
lizes,  it  will  still  amount  to  about  1 
Japan's  gross  national  product, 
from  its  1986  peak  of  4.3%.  To  J 
Japanese,  2%  is  as  far  as  they  wal 
go.  "A  surplus  bolsters  confidenf 
Japan's  economic  fundamentals,  v| 
makes  it  easier  for  financial  inj 
tions  here  to  attract  money,"  sayij 
Ministry  of  Finance  official. 

The  Finance  Ministry  committee! 
port  is  preliminary.  But  even  thl 
some  of  its  ideas  would  do  little  to| 
world  growth,  they  exert  a  pov 
appeel  at  home.  Are  the  Japanes«| 
getting  that  the  whole  world  is 
ing  their  every  move?  Trial  ball 
and  careless  talk  can  be  misint«rp»l 
in  dangerous  ways.  That's  the! 
thing  Japan  needs  right  now. 
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IE  HANDSHAKE  FELT 
)UND  EAST  ASIA 


jhe  brief  San  Francisco  summit  between  Presidents  Mik- 
iiail  Gorbachev  and  Roh  Tae  Woo  on  June  4  has  abruptly 
shifted  the  balance  of  power  in  East  Asia.  Gorbachev 
5  to  spur  the  sagging  Soviet  economy  by  linking  it  to 
1  Korea's  industrial  dynamo,  while  downgrading  ties  with 
vard  North  Korea,  Moscow's  belligerent  communist  ally. 
;  move  also  reinforces  Gorbachev's  strategy  to  build  up 
oviet  Union  as  a  Pacific  power  by  reassuring  other  coun- 
of  Moscow's  commitment  to  regional  peace  and  stability, 
is  really  great  diplomacy  by  the  Sovi- 
lion,"  says  Tomohisa  Sakanaka,  an  in- 
tional  relations  specialist  at  Tokyo's 
ma  Gakuin  University.  "It's  a  big  gain 
lem  in  this  region."  The  opening  to 
I  Korea  is  the  latest  instance  of  Gorba- 
5  use  of  foreign  policy  to  integrate  the 
t  Union  with  rest  of  the  world — a 
,  notes  Victor  A.  Kremenyuk,  deputy 
or  of  Moscow's  Institute  of  the  USA  & 
la,  that  stands  in  sharp  contrast  with 
ormer  Soviet  focus  on  ideology  and 
ity. 

LY  CLOSED.  In  return,  Roh  expects 
)w  to  upgrade  its  relations  with  Seoul 
1  diplomatic  ties.  Such  links,  together 
South  Korea's  growing  trade  ties  to  China,  will  strongly 
North  Korean  dictator  Kim  II  Sung  from  attacking  the 

and  alienating  both  Moscow  and  China,  his  main  sup- 
's. Heavily  dependent  on  Moscow  for  trade  and  arms, 
I  Korea  "cannot  move  backward  from  the  current  detente 
rid  politics,"  says  Yoo  Suk  Ryul,  research  chief  at  Seoul's 
ute  of  National  Security  &  Foreign  Affairs.  As  a  result, 

Korea  now  seems  safer  from  North  Korean  aggression 
it  any  time  since  the  1950-53  Korean  War,  and  the  South 
ms  are  increasingly  confident  that  North  Korea's  deepen- 
;onomic  troubles  will  eventually  force  that  tightly  closed 
y  to  open  up. 

■  such  a  big  breakthrough,  South  Koreans  are  willing  to 


THE  BIG  THAW:  ROH  MEETS  GORBACHEV 


spring  for  economic  assistance  for  the  Soviet  Union.  Unlike 
Moscow's  other  trading  partners,  who  are  increasingly  wary 
of  the  Soviet  Union's  ability  to  pay.  South  Korea  expects  two- 
way  trade  with  the  Soviets  to  double  in  1990  from  last  year's 
$600  million.  If  Moscow  signs  trade  and  investment  guarantee 
agreements  with  Seoul,  South  Korean  investment  in  the  Soviet 
Union  could  total  $2  billion  over  the  next  two  or  three  years. 
Some  50  projects  have  been  proposed,  including  a  $10  million 
forestry  venture  by  Hyundai  Corp.  in  Siberia  with  Russian 
partners  and  a  $12  billion  telephone-switch- 
ing system  to  be  built  by  Samsung  Elec- 
tronics Corp. 

The  two  other  big  players  in  Asia — China 
and  Japan — will  watch  this  Soviet-Korean 
development  closely.  Chinese  leader  Deng 
Xiaoping  is  keeping  close  ties  with  North 
Korea,  where  orthodox  Marxist  views  are 
still  respected.  But  the  Chinese  also  have  a 
brisk  $3  billion  annual  trade  with  South 
Korea  and  expect  to  do  more,  even  though 
they  reject  official  ties.  Eventually,  South 
Koreans  predict,  China's  need  to  attract 
more  investment  will  lead  to  official  rela- 
tions with  Seoul. 
Japan  is  so  far  the  least  affected  by  the 
Gorbachev-Roh  warm-up,  although  Gorbachev  plans  to  visit 
Tokyo  next  year.  Until  the  Soviets  cut  a  deal  over  the  four 
small  northern  islands  they  seized  during  World  War  II,  Japan 
won't  do  much  politically  with  the  Soviets.  And  Japanese  com- 
panies, confident  of  their  competitive  strength  against  the 
Koreans,  don't  see  any  need  to  rush  into  the  Soviet  market. 

For  the  U.  S.,  though,  a  Korean-Soviet  breakthrough  signi- 
fies that  40  years  of  backing  South  Korea  against  hostile 
neighbors  is  finally  paying  off.  More  practically,  it  could  also 
bring  nearer  the  day  when  40,000  American  troops  in  Korea 
can  start  coming  home. 

By  Laxmi  Nakarmi  in  Seoul  and  Rose  Brady  in  Moscow,  with 
bureau  reports 
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AND 


year  ago,  the  Poles  started  East- 
tern  Europe's  wave  of  political  re- 
1.  Now,  they're  about  to  launch  the 

large-scale  privatization  drive.  To 
foreign  investors,  the  State  Agen- 
or  Property  Restructuring  is  care- 
'  picking  a  few  profitable  compa- 

Up  to  20  may  be  on  the  block  this 
',  starting  in  September,  and  thou- 
Is  more  may  be  added  over  the 

five  years.  Among  those  likely  to 
old  first  are  Warsaw  candy  manu- 
arer  E.  Wedel,  Warsaw  cutlery 
er  Hefra,  and  builder  Exbud. 
irliament  is  expected  to  enact  a  pri- 
iation  lav/  by  early  July,  once  it 


settles  a  debate  between  free-market 
reformers,  who  want  to  attract  foreign 
investors  for  a  rapid  sell-off,  and  social 
democrats,  who  favor  selling  shares  to 
workers.  The  law  now  drafted  would 
permit  workers  to  buy  20%  of  the 
shares  on  favorable  terms  but  puts  no 
limit  on  purchases  by  foreigners.  "The 
more  acute  our  problems  become,  the 
less  resistance  there  is  to  foreign  own- 
ership," says  Andrzej  Wroblewski,  edi- 
tor of  a  Warsaw  business  newspaper. 

Even  without  the  legislation,  "spon- 
taneous privatization"  already  has 
started  among  100,000  companies, 
mostly  small  retailers,  that  operate  un- 
der a  1934  commercial  law.  And  the 
Bank  for  Economic  Initiatives  sold  new 


shares  worth  $750,000  to  private  buy- 
ers, diluting  to  less  than  50%  the  con- 
trolling interest  in  the  bank  formerly 
held  by  state-run  companies.  Now,  it  is 
helping  organize  the  sale  of  Universal, 
a  trading  company.  Of  a  $20  million 
share  offering,  $6.3  million  is  reserved 
for  foreign  buyers.  Most  sales  are 
through  private  placements,  but  10 
state-run  retail  enterprises  are  selling 
off  parts  of  their  operations,  mostly  to 
employees,  at  weekly  auctions. 

Poland  needs  to  move  fast  to  re- 
shape its  moribund  economy.  If  privati- 
zation attracts  an  infusion  of  foreign 
investment,  it  may  buy  more  time  for 
the  Solidarity-led  government  to  con- 
tinue the  economic  overhaul. 


■TIONAL  OUTLOOK 
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STRATEGIES  I 


THE  FLASHING  SIGNAL  AT  CHRYSLER: 
DANGER  DEAD  AHEAD 


It's  facing  its  most  critical  period  in  a  decade,  with  management  turmoil  and  a  dearth  of  new  prodif 


In  his  latest  ads,  Chrysler  Chairman 
Lee  lacocca  points  out  features  that 
he  says  beat  those  of  Japanese  cars: 
airbags,  interior  room,  warranties.  But 
don't  expect  him  to  mention  parking- 
brake  cables.  Chrysler  leads  there,  too, 
but  lacocca  isn't  happy  about  it. 

In  a  recent  message  to  suppliers,  la- 
cocca explains  that  somebody  some- 
where in  Chrysler  Corp.  decided  to  make 
a  parking-brake  cable  that  would  hold 
up  even  at  60  degrees  below  zero.  "Why 
60  below?"  says  lacocca.  "Why  not  40 
below?  How  many  cars  do  we  sell  in 
Labrador?  We've  got  to  make  sure  we 
don't  give  our  customers  too  much  cost 
and  not  enough  value." 

That's  the  trick  lacocca  must  pull  off 
these  days:  building  cars  that  are  better 
than  the  competition's  and  cutting  costs 
at  the  same  time.  That  means  slashing 
$L5  billion  from  everywhere  except  the 
$15  billion  budgeted  for  product  develop- 
ment over  the  next  five  years.  Chrys- 
ler's ability  to  stay  the  course  could  de- 
termine the  fate  of  the  No.  3  auto  maker 
during  its  most  critical  period  since 
brushing  with  bankruptcy  a  decade  ago. 

lacocca's  balancing  act  hasn't  been 
made  any  easier  by  recent  turmoil  in  the 
executive  suite.  On  May  30,  Gerald 
Greenwald,  vice-chairman  and  heir  ap- 
parent to  lacocca,  announced  that  he 
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was  resigning  to  lead  a  proposed  em- 
ployee buyout  of  UAL  Corp.  Greenwald's 
startling  move  came  on  the  heels  of  the 
departure  of  two  other  senior  execu- 
tives: Vice-President  and  Treasurer 
Frederick  W.  Zuckerman  and  Michael  N. 
Hammes,  vice-president  of  international 
operations. 

Trouble  seems  to  be  coming  at  the 
company  from  every  direction.  In  the 
first  four  months  of  this  year,  U.  S. 
sales  of  cars  and  light  trucks  softened 
S%,  but  Chrysler's  dropped  14.27^.  Vol- 


ume fell  in  part  as  Chrysler  abandi 
both  the  aging  Omni.^Horizon  co 
models  and  some  of  its  car-rental 
business.  Only  through  aggressive 
cutting  was  a  meager  $71  million 
posted  on  sales  of  $7.6  billion  fo 
first  quarter.  And  because  Ch: 
skimped  on  new-car  development  i 
recent  past,  it  could  sorely  use  the| 
cars  that  won't  arrive  for  two 
years.  Until  then,  it  will  have  to  re  ; 
its  minivans  and  Jeeps  at  a  time  m; 
both  face  rapidly  increasing  compet  d 
SHAKEUP.  Chrysler's  immediate  foci ; 
costs  and  its  longer-term  need  for  t 
products  help  explain  the  manages' 
shakeup  lacocca  announced  less  tha. 
hours  after  Greenwald's  resignatioi  si 
cocca  split  Greenwald's  duties  heti 
former  Chief  Financial  Officer  Rob(t 
Miller  Jr.  and  Robert  A.  Lutz,  presi 
of  Chrysler  Motors.  The  promotions) 
pear  to  position  Miller,  48,  and  Lut! 
as  the  prime  candidates  to  succeeji 
cocca.  Although  Chrysler  Motors  (it 
man  Bennett  E.  Bidwell  outranks  p 
the  62-year-old  Bidwell  says  he's  ccfe: 
ering  retirement  early  next  year.  Tl  t 
year-old  lacocca's  current  contraci 
pires  in  October,  1991,  but  he  hasn' 
if  he  will  step  down  then. 

Despite  his  professed  disdain  for 
counters,  lacocca,  who  was  unavi 


'4  LUTZ  HEADS  THE 
DESIGN  PUSH  FOR  A 
BASE  THAT  CAN  BE 
USED  FOR  FRONT-, 
REAR-,  OR  AU- 
WHEEL-DRIVE  CARS 


>  VICE-CHAIRMAN 
MILLER  MUST 
CUT  $1.5  BILLION 
IN  COSTS 
—BUT  R&D  IS 
SACROSANCT 
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JUST  LIKE  YOU,  HE  S  TRYING  TO  MANAGE  A 
USINESS  AND  LEAVE  A  UHLE  TIME  FOR  GOLF. 


When  you  spend 
t  of  time  traveling 
ousiness,  l^eeping 
op  of  your  game  is 
ortant.  And  in  the  game  of  busi- 
5,  you  can  t  afford  to  miss  a  stroke, 
II,  an  opportunity. 

So  it  s  no  surprise  that  SkyTel  s™ 
onwide  pager  is  used  by  winners 
II  fields.  From  U.S.  Open  cham- 
I  Curtis  Strange  to  the  biggest 
ers  in  the  Fortune  500.* 

Heres  how  it  works. 

Whenever  you  leave  town,  you 
y  the  compact  (2.5  oz.)  SkyPager.* 
n  when  someone  needs  to  reach 
,  they  simply  dial  SkyTels  800 
iber  and  punch  in  your  code. 


Seconds  later, 
our  nationwide  satel- 
lite system  relays  the 
message  to  your  Sky- 
Pager.  With  unmatched  coverage, 
SkyTel  will  reach  you  in  virtually  any 
major  U.S.  city.  Our  network  uses  an 
exclusive  frequency  that  penetrates 
concrete  and  steel  with  ease. 

Theres  also  a  feature  called 
SkyTalk,'  which  allows  callers  to 
leave  you  detailed  voice  messages 
while  instantly  notifying  you  of 
the  call. 

So  you  II  spend  less  time  check- 
ing in  with  the  office.  Which  will  free 
you  for  more  important  things.  Like 
lowering  your  handicap. 


■800-456-3333.  EXT  1118 

Or  fax  to  (601)  354-9036.  Or  mail 
to  SkyTel,  1850  M  St.  NW,  Suite 
800,  Washington,  DC  20036. 
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AN  UNFAIR  BUSINESS  ADVANTAGE 

BW-CS-061890 


oration: 


to  be  interviewed  for  this  story,  knows 
that  he  has  to  turn  to  a  finance  type 
when  it's  time  to  cut  costs.  Miller  will 
reclaim  the  title  of  vice-chairman,  a  post 
he  held  three  years  ago,  and  take  over 
Greenwald's  financial  functions  plus  in- 
ternational operations.  But  Miller  isn't  a 
stereot>T3ical  numbers  man:  He's  chair- 
man of  the  Detroit  Symphony  Orchestra 
in  his  spare  time.  And  he  also  has  a 
prankish  sense  of  humor.  Miller  walked 
into  a  somber  meeting  with  bankers  dur- 
ing the  dark  days  of  Chrysler's  financial 
crisis  and  announced  that  the  company 


By  the  time  it  launches  the  LH,  Chrys- 
ler hopes  that  some  combination  of  ex- 
pected plant  closings  in  the  industry,  re- 
duced imports,  and  a  rise  in  demand  will 
help  trim  the  overcapacity  now  bedevil- 
ing the  passenger-car  market.  But  re- 
gardless of  the  market  environment, 
Chrysler  needs  the  LH  to  live  up  to  its 
promise.  If  the  LH  isn't  a  winner,  says 
analyst  Theodore  Shasta  of  Loomis, 
Sayles  &  Co.,  "they're  dead." 

Until  the  LH  arrives,  though,  the  al- 
most-dry pipeline  has  only  a  few  new 
cars  engineered  by  Mitsubishi  Motors 


had  sought  Chapter  11  prolectiun.  Only 
after  a  moment  of  stunned  silence  did 
Miller  remind  Chrysler's  creditors  that  it 
was  April  Fool's  Day. 

With  Chrysler's  white-collar  work 
force  already  pared  down.  Miller  is  likely 
to  focus  on  cutting  health  care  costs  as 
well  as  working  with  suppliers  to  trim 
their  prices.  But  Lutz  is  the  man  on  the 
spot  for  Chrysler's  future.  A  former  Ma- 
rine, Lutz  has  special  dispensation,  along 
with  lacocca,  to  smoke  cigars  in  his  of- 
fice despite  a  building-wide  smoking 
ban.  He  currently  heads  the  company's 
efforts  to  develop  the  new  LH  platform, 
which  will  be  as  crucial  to  Chrysler's 
survival  in  the  passenger-car  business  in 
the  1990s  as  the  original  K-car  platform 
was  in  the  past  decade. 
AMBITIOUS  PLAN.  Plans  call  for  the  LH, 
due  in  the  fall  of  1992,  to  be  the  basis  of 
a  broad  new  lineup  of  Chrysler  cars.  It 
will  be  designed  to  accommodate  front-, 
rear-,  and  all-wheel  drive  configurations, 
.jolving  that  daunting  engineering  prob- 
'•m  is  just  the  sort  of  challenge  that 
ajipeals  to  Lutz,  a  lifelong  auto  enthusi- 
as:  ".rho  collects  classic  cars.  From  1993 
to  i  •■)'),  Chrysler  will  replace  virtually 
every  ;jiie  of  its  models,  using  deriva- 
tions of  i.he  LH  to  move  into  the  profit- 
able midsize-  and  large-model  market, 
where  it  has  been  weakest. 


Corp.  and  Hyundai 
Motor  Co.  That's  the 
legacv  of  the  mid- 
1980s,  when  Chrys- 
ler neglected  its 
programs  for  new 
products.  Along  with 
General  Motors 
Corp.  and  Ford  Mo- 
tor Co.,  Chrysler 
hiked  prices  and 
boosted  profits  rath- 
er than  investing  in  new  cars.  "They're 
all  trying  to  out-rebate  each  other  in- 
stead of  out-product  each  other,"  says 
an  executive  at  a  Japanese  carmaker. 

As  a  result,  for  the  next  two  years, 
Chrysler's  dependence  on  trucks  will 
grow.  It  already  sells  more  vans,  pick- 
ups, minivans,  and  Jeeps  than  cars 
(chart,  page  44).  And  its  reliance  on 
highly  profitable  trucks  and  vans — some 
of  which  have  been  protected  by  import 
tariffs — isn't  unique.  Most  analysts  say 
GM  lost  money  on  cars  in  North  America 
last  year  but  partially  offset  the  losses 
with  its  trucks.  And  Ford  was  barely 
profitable  in  cars.  But  trucks  are  even 
more  important  at  Chrysler  because  its 
minivans  and  the  four-door  Jeep  Chero- 
kee have  dominated  their  segments. 

That  domination  is  now  threatened. 
GM,  Ford,  Toyota,  Nissan,  Mitsubishi, 


UPDATING 
A  FAMILY  FAVORITE 


Chrysler's  minivans  will  get  a  more 
aerodpiamic  look  this  fall — and 
they  will  have  some  new  features: 

*  Four-wheel  drive 

*  Antilock  brakes 

*  Dash-mounted  remote  control 
for  sliding  door 

"*  Separate  air  conditioner  for  rear 

*  Easily  removable  rear  seats 

DATA:  BW 


and  Isuzu  have  all  introduced  four-<or 
off-road  vehicles.  The  new  Cheviei 
S-10  Blazer  and  Ford  Explorer  aren't  et 
available  in  large  quantities,  but  then 
already  hurting  Cherokee  sales,  d?i 
10.77c  this  year.  But  Jeep  marketers  v 
its  strong  image  will  sustain  the  bi 
in  a  crowded  market.  The  name  i; 
identified  with  off-road  vehicles  ; 
market  researcher  J.  D.  Power  A 
ciates  Inc.  says  48%  of  all  shopper 
the  segment  visit  a  Jeep  showroom. 
SAFE  OASIS.  The  challenge  is  more  i. 
ed  in  minivans.  The  only  high-vol 
competition  so  far  is  from  GM's 
plastic-body  minivans.  New  models  i\xs. 
Mazda  Motor  Corp.  and  Toyota  Mior 
Corp.  have  projected  sales  of  ute 
50,000  each  this  year,  compared  witliii 
most  400,000  for  Chrysler's  Voyaer 
Caravan,  and  Town  &  Country.  Aii  f 
new  entry  from  Ford  is  at  least  Iro 
years  away.  Which  rivals  does  Chrjf 
worry  about  in  minivans?  "Candi;, 
Nobody,"  says  Bidwell.  i 

Even  so,  Chrysler  is  working  har|tr 
defend  its  strongholds.  This  fall,  itr 
introduce  the  first  major  revision  oi' 
minivans  since  their  launch  in  1983.  ' 
basic  dimensions  are  the  same,  but 
rounder  edges  and  added  features  ;■ 
as  four-wheel 
(table).     In  li 
Chrysler  will  uje.. 
an  all-new,  laje'' 
Jeep  with  more  \r. 
temporarj'  stylin 
It's  an  impres.^ 
new-product  pla| 
Chrysler  can  pi 
off,  but  there  ii 
much  room  to  s,: 
ble.  Already-v;;. 
profits  will  su' 
further  in  the  i 
quarter  when  CI' 
ler  closes  its  ? 
minivan  plants  to  convert  to  the  k 
model  and  forgoes  making  some  6^' 
vehicles.  That  assumes  no  disrupt): 
from   labor  talks   this  summer. 
Chrysler  is  particularly  vulnerable 
ing  gas  prices  since  its  trucks  and  a: 
are  less  efficient  than  cars.  It  stilh 
no  replacement  for  the  Omni/H'  r 
and  it  doesn't  expect  to  remed\  i; 
billion  pension-fund  shortfall  uniii  '.- 

Nevertheless,  Greenwald  insists 
"Chrysler's  going  to  be  m  fine  shi 
After  all,  no  U.  S.  manufacturer  is  t 
ing  in  the  North  American  car  m^ 
right  now.  And  once  it  survives  this; 
od,  says  Greenwald,  America's  fa\| 
turnaround  will  "come  out  roaring, 
might  be  more  convincing  if  he  w 
saying  that  as  he  jumped  ship. 

By  James  B.  Treece  and  Wendy  Z 
in  Detroit 
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AGENDA  FOR  THE  21ST  CENTURY 

MANAGING 
EARTH'S 
RESOURCES 


Let's  dip  a  little  deeper 
into  America's  mountainous 
solid  waste  problem. 


America's  growing  waste  problem  is  monumental. 
We  generate  1 60  million  tons  of  garbage  a  year 

Our  nation's  landfills  are  being  filled  up.  In  five  years 
2,000  of  our  remaining  6,000  landfills  will  be  closed. 

Before  we  can  solve  the  problem,  we  hiave  to  dispose 
of  a  lot  of  myths  and  preconceptions.  One  is  that  plastics  are 
mainly  to  blame. 

The  fact  is  that  plastics  are  not  the  single  major  con- 
tributor to  landfills.  According  to  a  recent  study  paper  and 
paperboard  make  up  about  3  8%,  plastics  18%,  metals 
14%,  and  glass  2  %.  The  other  28  %  is  anything  from  yard 
wastes  to  lumber  to  rubber  tires. 

If  plastics  were  banned,  the  need  for  packaging 
wouldn't  go  away  Proposals  are  often  made  to 
substitute  other  materials  which  are  assumed  to  be  bio- 
degradable, so  a  landfill  would  take  longer  to  become  full. 
Studies  show,  however,  that  paper  and  other  materials 
decompose  so  slowly  in  today's  landfills  that  the  life  of  the 
landfills  is  not  extended. 

Recycling  must  play  a  part. 
In  addition  to  environmentally  secure  landfills  and  more 
state-of-the-art,  waste-to-energy  incinerators,  we  believe 
that  a  significant  answer  to  America's  waste  problem  lies  in 
recycling.  That  means  recycling  of  even/thing  recyclable, 
'ird  waste.  Paper.  Metal  cans.  Glass  bottles.  And  plastics. 

Although  plastics  recycling  is  in  its  infancy 
.3  are  potentially  more  recyclable  than  alternative 
waging  materials. 

In  South  Carolina,  one  company  recycles  1 00 
million  pounds  of  2-liter,  plastic  soft  drink  bottles  a  year  into 
evePy'thing  from  fiberfill  for  ski  parkas  to  scouring  pads  to 
automobile  distributor  caps. 

In  Chicago,  another  company  processes  2  million 
plastic  milk  jugs  a  year  into  thousandsof  boards  of  "plastic 
lumber"  for  boat  docks,  decking,  park  benches  and  fences. 


In  Tennessee,  another  company  processes  plastic  cor 
tamers  into  bathtubs,  shower  stalls  and  sinks.  | 
What  Amoco  Chemical  is  doing. 

Amoco  Chemical  is  playing  an  active  and  meaningful 
role  in  recycling. 

Our  subsidiary  Amoco  Foam  Products  Comf  t 
has  been  working  with  school  systems  in  California, 
Washington,  New  York,  North  Carolina,  Maryland  ar 
Tennessee  to  demonstrate  that  used,  polystyrene  foir 
food  service  containers  from  schools  and  restaurant 
can  be  recycled  into  products  like  insulation  board  Ir 
commercial  construction,  cafeteria  trays  and  home 
and  office  products. 

We're  participating  in  a  consortium  with  nt 
major  plastics  manufacturers  to  support  constructio 
of  polystyrene  recycling  plants.  One  facility  in  L^omir' 
Massachusetts  IS  already  on  line.  By  the  end  of  199' 
plants  in  Chicago,  Philadelphia,  Los  Angeles,  Brooki\ 
San  Francisco  are  scheduled  to  be  up  and  running 

In  Portland,  Oregon,  Amoco  Foam  Products 
Company  renovated  a  10-acre  environmental  lea:'^ 
center  with  a  new  wetlands  walkway  signs,  kio.sks 
and  benches  made  from  recycled  plastics  partially  :i 
lected  from  local  recycling  programs. 

We're  encouraging  the  start-up  of  new  plas : 
cycling  efforts.  We're  encouraging  research  into  nt-v 
to  collect  and  sort  recyclables.  And  we're  supportmc 
to  create  markets  for  products  made  from  recycled  pit 

At  Amoco  Chemical,  we  believe  we're  onl\j 
beginning  to  see  the  benefits  of  recycling.  In  the  nc-t 
distant  future,  it  can  turn  our  solid  waste  from  a  na3 
problem  into  a  national  resource.  ' 

For  a  free  copy  of  "Recycling.  Do  It  Today 
For  Tomorrow,"  write  Amoco  Chemical  Recycling ;/' 
200  East  Randolpfi  Drive,  Chicago  IL  60601  ^  • 


Recycling.  Do  It  Today  For  Tomorrow. 


y  1990  Amoco  Chemical  Company 


Amoco  Chemical 
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A  MESSAGE  FROM  THE 

PRESIDENT  OF 

THE  UNITED  STATES 


More  than  200  years  ago,  the  first  settlers  stepped  ashore  into  the  new 
world  that  would  become  America  and  found  a  lush,  green  land  with 
clean  air,  clear-running  streams,  and  endless  acres  of  trees.  Today, 
we're  working  to  restore  our  parks  and  wetlands,  cut  air  pollution, 
clean  up  our  beaches,  and  plant  billions  of  trees.  This  administration  is 
committed  to  protecting  our  environment — through  the  use  of  new,  innova- 
tive solutions  to  some  of  the  toughest  challenges  facing  us  today. 

This  year's  budget  provides  more  than  $2  billion  in  new  spending  to 
enhance  our  environment,  with  over  $1  billion  committed  to  global-change 
research.  And  it  includes  an  initiative  called  "America  the  Beautiful"  to  expand 
our  national  parks,  wildlife  refuges,  forests,  and  other  public  lands.  It  will  also 
improve  recreational  facilities  on  public  lands  and  encourage  tree-planting. 

America's  forests  and  trees  need 
national  attention,  and  in  the 
budget,  I  asked  for  $175  million  to 
plant  one  billion  trees  a  year.  And 
we're  also  asking  Congress  to 
approve  another  step  to  protect  the 
environment:  The  National  Tree 
Trust  Act  of  1990.  It  will  foster  the 
partnership  between  the  public  and 
private  sectors  to  plant  trees  across 
America,  and  encourage  citizens — 
individual  "points  of  light " — to  act 
in  their  own  innovative  ways  to 
reforest  America. 

Our  Clean  Air  Act  proposal  will 
cut  airborne  pollution  affecting  our 
cities,  and  those  of  our  neighbors, 
and  reduce  acid  rain  harming  our 
lakes  and  forests — by  unleashing 
the  power  of  the  marketplace  in  the 
service  of  the  environment.  For  example,  we've  proposed  emissions  trading 
credits  to  reduce  the  level  of  sulfur  dioxide.  And  we're  encouraging  measures  to 
stop  pollution  at  its  source,  without  placing  unreasonable  and  unnecessary 
burdens  on  economic  growth. 

But  business  does  have  a  role  to  play,  and  a  responsibility  in  keeping 
America  beautiful  for  generations  to  come.  A  strong  economy  allows  this  nation 
to  live  up  to  the  obligations  of  Earth's  stewardship,  by  making  global  envi- 
ronmental protection  easier — and  global  environmental  stewardship,  in  turn, 
IS  crucial  to  sustaining  our  growth.  We  risk  both  goals  if  we  lose  sight  of  the 
forest  for  the  trees.  We  must  leave  our  children,  indeed  all  children,  with  a 
strong  economy,  a  cleaner  environment,  and  a  sense  of  mission  to  protect  both. 
Working  together  on  national  and  international  levels,  we  can  discover  a 
new  world  of  environmental  commitment:  By  building  a  better  America,  we 
help  build  a  better  world. 
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RODUCTION:  NOWHERE  LEFT  TO  HIDE 

11  future  generations  find  refuge  from  the  ravages  of  environmental 
radation?  How  business  responds  to  the  global  dilemma  will  help  dictate 
planet's  prospects  for  the  coming  century. 

TH:  SQUANDERING  THE  SOIL 

iety  will  no  longer  abide  assaults  on  the  world's  precious  resources, 
corporations  that  commit  to  "green "  practices  now  will  gain  a 
ipetitive  edge. 

THE  GLOBAL  COMMONS 

•  life-support  system  is  under  siege:  Chemicals  alien  to  nature  have  eaten  a 
?  in  our  sunshield — the  ozone  layer — and  are  wreaking  havoc  on  flora  and 
la  all  over  the  world. 


:  &  WATER:  WHERE  THERE'S  SMOKE... 

we  playing  Russian  roulette  with  the  climate?  Human  activity  is  altering 
Earth's  atmosphere  in  ways  that  could  trigger  radical  and  unpredictable 
latic  changes. 


NG  RESOURCES:  EXTINCTION  IS  FOREVER 

ikind's  fatal  impact  on  the  world's  creatures  may  be  wiping  out 
;nificent  plant  and  animal  species,  useful  chemicals,  and  life-saving 
licines  even  before  we  discover  them. 
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TRODUCTION 


NOWHERE  LEFT 
TO  HIDE 


When  the  20th  century  began,  the  world 
was  home  to  about  1.6  billion  of  the 
human  species.  Although  pollution  and 
environmental  degradation  were  com- 
mon— some  cities  lived  under  a  pall  of 
smoke,  soot,  and  ash — the  problems 
re  local.  The  world  seemed  vast,  with  huge  regions 
rually  untouched  by  its  human  inhabitants. 
\s  the  century  advanced,  however,  the  human 
)ulation  grew  rapidly,  putting  natural  resources 
ier  unprecedented  stress.  In  many  countries, 
ustrial  growth  raised  living  standards  and  mul- 
lied  per  capita  consumption  of  natural  resources 
n  further.  Energy  use — and  the  production  of 
iil  fuels — grew  more  than  tenfold.  Food  produc- 
1  intensified,  with  rising  use  of  fertilizer,  pestl- 
es, irrigation,  and  marginal  lands.  Whole  regions 
"ered  from  land  degradation,  air  and  water  poUu- 
1,  and  from  such  new  problems  as  acid  rain, 
ic  emissions,  and  radioactive  contamination. 
\.s  the  1990s  begin,  world  population  has  swelled 
').2  billion  people,  and  world  economic  activity 
expanded  to  $13  trillion.  New, 
bal  concerns  about  ozone  depletion, 
natic  change,  and  extinction  of 
que  genetic  resources  have  been 
led  to  existing  local  and  regional 
ironmental  problems. 
X^here  do  these  trends  lead?  They 
likely  to  lead  to  a  doubling  of  world 
mlation  and  a  fivefold  growth  in  the 
"Id's  economy  by  the  middle  of  the 
t  century.  They  could  also  lead  to 
)recedented  pollution,  to  global  eli- 
te warming  that  might  disrupt 
systems  and  rainfall  patterns,  and  to 
loss  of  as  many  as  a  third  of  Earth's 
cies.  That  in  turn  could  lead  to  a 
'Stantial  erosion  of  the  carrying 
acity  of  soils,  forests,  estuaries,  and 


oceans — and  hence  to  widespread  famine  and 
social  chaos. 

The  world's  environmental  dilemma  is  that  the 
scale  on  which  natural  resources  are  being  con- 
sumed and  wastes  are  being  produced  is  already 
immense,  yet  pressures  for  growth  remain.  Many 
poor  countries  still  lack  and  desperately  want  the 
benefits  of  industrialization  and  economic  develop- 
ment. How  this  dilemma  is  resolved  is  likely  to 
dictate  our  planet's  prospects  for  the  coming  century. 

The  articles  in  the  following  pages  lay  out  the 
main  dimensions  of  the  environmental  problems 
that  confront  us  and  the  practices  that: 

■  degrade  or  toxify  the  soil  and  water  systems  that 
sustain  life; 

■  pollute  the  air  or  damage  Earth's  protective 
ozone  shield; 

■  alter  the  atmosphere's  composition  in  ways  that 
will  affect  climate; 

■  and  extinguish  forever  such  irreplaceable  living 
resources  as  the  world's  tropical  forests  as  well  as 
other  plant  and  animal  species  of  all  kinds,  and  the 

^  unique  genetic  base  that  these  embody. 
§    To  paraphrase  Pogo,  we  have  met 

the  victim  of  environmental  degrada- 
5  tion,  and  it  is  us — our  streams,  our 
f  beaches,  our  air  that  is  polluted,  our 
climate  that  is  likely  to  change. 

The  need  for  action  is  becoming 
increasingly  urgent.  In  1987,  human 
activity  added  the  equivalent  of  6.5 
billion  tons  of  carbon — in  the  form  of 
carbon  dioxide  or  other  heat-trapping, 
"greenhouse"  gases — to  the  atmos- 
phere, more  than  1.25  tons  for  every 
person  on  the  planet.  Human  action 
has  increased  the  global  rate  of  soil 
erosion  threefold  since  prehistoric 
times.  Oil  is  spilling  into  the  oceans  at 
10  times  the  rate  of  natural  seeps;  lead 
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is  being  deposited  on  soils  and  in  waterways  at  100 
times  the  prehistoric  levels.  The  acidity  ot  precipi- 
tation has  increased  tenfold  over  millions  of  square 
miles.  Clearly,  the  Earth  cannot  produce  its  bounty 
if  we  continue  to  damage  its  productive  capacity. 

Yet  economic  growth  is  essential,  too — to  create 
the  wealth  necessary  to  resolve  environmental  prob- 
lems and  to  raise  large  parts  of  the  world  from 
poverty.  For  both  economic  growth  and  environ- 
mental improvement,  the  key  is  to  deploy  technol- 
ogy and  market-based  strategies  more  effectively — 
in  sum,  to  manage  Earth's  resources  in  a  sustainable 
manner.  That  calls  for  a  new  approach  to  design, 
one  that  integrates  environmental  factors  into  the 
engineering  of  industrial  products  and  processes.  It 
may  also  call  for  new  economic  incentives  to 
encourage  the  reduction  of  harmful  emissions  and 
the  development  of  more  benign  technologies. 

Managing  Earth's  resources  in  a  sustainable  man- 
ner calls  for  leadership  from  the  private  business 
sector,  which  commands  both  the  managerial  talent 
and  the  productive  resources  recjuired.  Edgar  S. 
Woolard  Jr.,  CEO  of  Du  Pont,  has  called  this  lead- 
ership "corporate  environmentalism."  But  by 
whatever  term,  a  new  trend  is  clearly  under  way, 
as  the  examples  in  these  pages  will  demonstrate. 
Company  after  company  is  lowering 
emissions  beyond  what  government  reg- 
ulations rec]uire,  redesigning  processes  to 
reduce  wastes,  dedicating  unused  land  as 
wildlife  habitats — and  finding  that  these 
practices  are  good  for  business.  Still  other 
companies  are  developing  new,  billion- 
dollar  markets  by  helping  others  clean 
up  or  dispose  of  wastes  and  by  directing 
research  and  development  toward 
improved  industrial  processes  that  can 
Live  them  an  environmental — and  busi- 
.  ■■ss — edge  for  the  future. 

Business  leadership  on  the  environ- 
.  ent  makes  sense  tor  several  reasons, 
'   .Os  say.  For  one,  people  around  the 

>rld  are  demanding  a  halt  to  further 

vironmental  degrad.ition.  A  recent 
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An  image  as  an  environmentally 
responsible  company  is  becomin< 
an  essential  part  of  a  competitiv 
strategy. 


Harris  Poll  conducted  for  the  United  Nations 
Environment  Programme  found  deep  concern  an 
willingness  to  give  the  most  critical  environment 
issues  priority  over  improved  living  standards  in 
14  out  of  15  nations  surveyed.  These  environmen 
concerns  are  becoming  political  issues  in  many 
countries,  and  the  trend  is  likely  to  accelerate  as 
democratic  governments  and  market-based  econo 
systems  are  adopted  in  more  and  more  corners  of 
the  globe.  Thus,  an  image  as  an  environmentally 
responsible  company  is  becoming  an  essential  pa 
of  a  competitive  strategy — to  attract  talented 
employees  and  to  gain  acceptance  m  many  coun- 
tries and  communities. 

Investors,  too,  are  starting  to  pay  attention  to  i 
environmental  policies  of  companies.  A  number  ( 
mutual  funds  now  focus  on  companies  with  com- 
mitments to  responsible  environmental  practices 
mcluding  the  Calvert  Social  Investment  Fund,  tl 
Dreyfus  Ecological  Trust  Fund,  and  a  new  Merril 
Lynch  Eco-Logical  Trust. 

Furthermore,  as  a  number  of  U.S.  companies  a 
proving,  waste  reduction  and  recycling  can  impr 
profits.  Over  the  past  decade,  the  aluminum-can 
industr}'  has  lowered  costs  dramatically  and  impro 
its  competitive  position  by  recycling  as  much  as  7 
of  the  aluminum  it  produces.  Now 
the  plastics  industry  is  beginning  t 
recycle  as  well.  In  Europe,  the  utili 
indtistry  has  made  major  strides  in 
reducing  emissions.  In  Japan,  the 
utility  industry  has  pioneered  in  nf 
technology  to  further  reduce  pollu- 
tants that  cause  acid  rain. 

Finally,  there  is  the  ultimate  rea 
son.  Companies  are,  after  all,  mad 
up  of  people.  And  while  corporate 
balance  sheets  may  unwittingly  dj 
count  a  future  50  years  away,  peof 
do  not  so  easily  dismiss  the  next  ' 
generation  and  the  next.  On  a  sm; 
planet,  there  is  truly  no  place  for 
one's  descendants  to  hide  from  gk 
environmental  problems.  ■ 


Every  morning... rain,  snow  or  shine... 
I  get  up  early,  stumble  into  some  warm 
clothes,  and  take  my  dog  for  a  walk 
in  the  woods.  It's  great  exercise,  and  we've 
seen  some  magnificent  sunrises.  But  the 
real  pleasure  is  Watching  my  dog.  She 
loves  to  run  around,  chase  squirrels, 
hunt  field  mice.  %u  can  just  tell  she  feels 
part  of  the  woods,  part  of  nature.  And 
when  Fm  cooped  up  at  the  office  all  day, 
a  litde  of  nature  stays  with  me  too. 


L.  L.  Bean. 

For  the  outdoors  inside  each  of  us. 


For  78  years.  L.  L.  Bean  has  offered  durable,  practical  products  for  men  and  women  who  love  the  outdoors 
Our  catalog  includes  active  and  casual  apparel,  footwear,  equipment  and  accessories. 
All  fully  guaranteed  and  honestly  priced.  If  you'd  like  a  copy,  please  call  1-800-548-4306  anytime. 


®  L.  L.  Bean,  1990 
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GLOBAL  PARTNERSHIPS: 
THE  TIME  IS  NOW 

By  Gro  Harlem  Brimdtland.  Leader.  Norwegian  Labour  Party 


Within  a  few  decades,  the  world 
economy  will  have  to  meet 
demands  for  goods  and  services  five  or 
10  times  greater  than  those  of  today, 
and  support  a  population  double  its 
current  size.  The  economic  growth 
needed  to  accomplish  this  feat  must 
start  now,  and  the  World  Commission 
on  Environment  and  Development, 
which  I  chaired  in  the  mid-1980s, 
called  for  a  new  era  of  economic 
growth  spearheaded  by  global  cooper- 
ation. The  commission  also  defined 
the  nature  of  this  growth,  creating  the 
concept  of  sustainable  develop- 
ment— the  process  through  which  we 
can  meet  the  needs  and  aspirations  of 
people  today  without  undermining 
the  ability  of  future  generations  to 
meet  their  own  needs  and  aspirations. 

Economic  growth  itself  offers  the 
greatest  potential  for  alleviating 
poverty  and  for  protecting  the  envi- 
ronment. Improvements  in  efficiency, 
new  environmental  technologies,  and 
innovative  processes  stemming  from 
that  growth  have  the  potential  to 
bring  economic  activities  in  better 
harmcin  with  nature.  More  emphasis 
on  de'- "ioping  renewable  sources  of 
energy,  :  (  cycling,  substitution  of  less- 


hazardous  materials  for  toxic  ones, 
improved  durability  of  materials — all 
can  make  important  contributions  to 
both  economic  and  environmental 
development. 

The  world  commission  under- 
scored the  tact  that  economics  and 
environment  go  hand-in-hand.  This 
integrated  perspective  is  absolutely 
crucial  if  we  are  to  make  headway  in 
our  efforts  to  tackle  the  root  causes  of 
global  environmental  degradation. 
Poverty  is  both  a  major  cause  and  an 
effect  of  environmental  problems.  It  is 
futile  to  attempt  to  deal  with  environ- 
mental issues  without  a  broad  per- 
spective that  encompasses  the  factors 
underlying  worW  poverty  and  inter- 
national inequality. 

There  is  an  increasing  awareness  in 
the  business  community  that  all  eco- 
nomic activity  depends  on  a  healthy 
environment,  and  that  good  environ- 
mental behavior  makes  good  econom- 
ic sense.  Many  corporations  are  mak- 
ing dedicated  efforts  to  clean  up  their 
production  processes  and  reduce  emis- 
sions of  dangerous  waste.  There  has 
been  rapid  growth  in  new  and  com- 
petitive environmental  technologies. 
A  new  culture  of  corporate  environ- 
mentalism  is  emerging  and  should  be 
encouraged. 

But  the  private  sector  can  and 
should  contribute  more  to  these 
efforts.  Business  cannot  wait  for  gov- 
ernments or  international  organiza- 
tions to  adopt  new  environmental 
regulations.  The  business  community 
must  join  us  in  the  forefront. 
Environmental  concerns  must  be  an 
integral  part  of  the  conception  and 
planning  of  new  products. 

In  these  efforts,  we  need  both  less 
market  and  more  market.  Market 
forces  alone  can  never  take  care  of  a 
responsible  management  of  the 
world's  oceans,  the  global  atmosphere, 
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or  our  future.  But  market  mech: 
nisms,  both  incentives  and  disincei 
tives,  should  be  used  to  give  the  rigl 
signals  to  all  actors  in  our  economic 
Such  sound  policies  can  be  put  in  pia  istro 
only  by  our  own  efforts,  by  a  ais 
informed,  responsible  public  opinioi 
and  by  responsible  political  leadershi 

The  awareness  of  our  interdepei 
dence  and  the  need  for  respect  fl  iicaldf 
human  rights,  for  knowledge,  and  f 
real  participation  at  a  global  level  a 
growing  fast.  Democracy  is  winnin 
Responsible,  informed,  accountab 
government  is  gaining  groun 
Science,  concerned  citizen  groups,  ai 
business  and  industry  are  keen  il)evif 
aware  that  this  is  one  world.  O 
thoughts,  insights,  products,  andvs 
ues  cross  borders  constantly.  But  a 
our  national  and  international  instit 
tions  keeping  pace? 

We  now  need  to  build  new  coal 
tions  that  cross  sectors,  generatioi 
and  nations.  Time  is  short  and  the  ne 
for  change  acute.  We  must  build  a  n< 
global  ethic.  We  must  fashion  a  glol 
concept  of  security  that  will  embr£ 

The  awareness  of  our  inter- 
dependence and  the  need  fi 
respect  for  human  rights, 
knowledge,  and  for  real 
participation  at  a  global  levi 
are  growing  fast. 

the  notion  of  sustainable  developme 
the  need  to  combat  poverty, 
unequal  distribution  of  wealth, 
degradation  of  our  environment, 
the  depletion  of  our  resources.  Andl 
must  make  clear  our  commitment! 
aid  the  developing  countries  on  tl 
way  to  sustainable  development. 

I  believe  we  face  an  era  in  wh| 
the  new  threats  to  our  security 
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A  more  long-term  view  of 
our  common  future  must 
become  the  underpinning  of 
our  global  cooperation. 


s  given  the  same  high-level  atten- 
on  as  traditional  issues  surrounding 
ar  and  peace.  The  founding  fathers 
■  the  United  Nations  saw  the  need 
IT  a  strong  institution  to  deal  with 
ireats  to  international  peace  and 
:curity.  We  now  need  stronger 
lechanisms  to  deal  with  the  new 
ireats  to  our  security  caused  by  eco- 
igical  degradation,  world  poverty, 
id  underdevelopment.  Certain  ele- 
lents  of  supernationality  should  be 
)nsidered  on  a  global  level.  Through 
•gional  cooperation,  many  nations 
•e  gradually  learning  to  accept 
lajority  decisions  that,  on  occasion, 
lay  be  viewed  as  contrary  to  narrow- 
defined  national  interests.  A  more 
mg-rerm  view  of  our  common 


future  must  become  the  underpin- 
ning of  our  global  cooperation. 

Today,  human  beings  are  affecting 
the  lives  of  one  another  across  the 
globe.  Only  through  mobilizing  and 
strengthening  our  human  resources 
can  we  face  our  responsibilities  to  our- 
selves, to  coming  generations — and  to 
take  care  of  nature,  the  basis  for  life 
now  and  in  the  future  of  this  planet.  I 
see  many  reasons  for  hope  that  we  can 
now  achieve  real  progress.  The  present 
international  atmosphere  gives  us  a 
historic  opportunity  to  act  together. 

We  must  use  our  human,  scientific, 
and  technological  resources,  which  are 
richer  than  at  any  time  in  history.  We 
must  mobilize  the  tremendous  capa- 
bilities for  innovation,  dynamism,  and 


resourcefulness  that  exist  in  our  soci- 
eties. We  must  seize  opportunities  to 
reshape  our  international  community 
and  create  a  global  partnership  for  sus- 
tainable development.  We  need  strong 
and  responsible  political  leadership. 
We  need  the  vitality  of  the  private  sec- 
tor, and  we  need  to  strengthen  our 
international  institutions,  particularly 
through  the  United  Nations.  With  a 
committed  and  integrated  global 
effort,  I  am  convinced  we  will  succeed. 

Mrs.  Brnndtland  was  Norway's  minister 
of  the  environment  from  1974-79.  In  the 
past  decade,  she  served  twice  as  prime 
minister  of  Norway  and  was  chairman  of 
the  World  Commission  on  Environment 
and  Development. 
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A  large  step  for  our  planet. 
A  natural  step  for  Volvo. 
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'ur  planet  is  being  hurt. 
Badly  hurt.  At  a  breathtaking 
pace  mankind  is  exhausting 
all  that  makes  survival  on  earth 
possible.  Our  world  is  being 
stripped  bare  and  choked  by 
pollution.  The  balance  of  nature 
has  been  upset. 

We  all  share  responsibility  for 
what  is  happening.  Not  least 
the  automotive  industry,  which  is 
why  Volvos  top  management 
has  decided  to  act  by  agreeing 


upon  a  comprehensive  enviro; 
mental  charter  for  the  Volvo  | 
Group  of  Companies.  Systemc-^ 
ically.  efficiently  and  as  quickl  ^ 
possible.  Volvo  wants  to  clean^ 
after  itself. 

Volvo  now  has  a  written  act:)ii 
program  which  touches  on 
everything  posing  a  threat  to  ttf 
environment:  at  our  plants, 
during  use  of  our  products,  an 
even  when  the  time  comes  to 
scrap  them. 
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le  head  of  each  Volvo  com- 
Yis  responsible  for  imple- 
ting  the  environment  care 
;ram.  And  every  year  several 
panics  will  be  closely  moni- 
id  by  central  environment 
tors  to  check  on  progress, 
won't  all  happen  overnight; 
annot  become  perfect  by 
□rrow.  Yet  everything  Volvo 
i,  or  fails  to  do  today,  will  be 
sive  if  the  next  generation  is 
ave  any  future. 


VOLVO:  79,000  em- 
ployees worldwide.  Sales 
US  $15  billion.  Business 
activities  encompass  cars, 
trucks,  buses,  marine  and 
industrial  engines,  aero- 
space, food  and  finance. 
Our  position  as  a  major 
international  group  with 
substantial  operations  in 
Europe  and  North  America 
is  a  result  of  quality,  safety, 
high  ethical  standards  and 
showing  care  for  people 
and  the  environment. 


VOLVO 
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DOWN-TO-EARTH  ECONOMICS 

By  Dr.  Mostafa  K.  Tolba 

Executive  Director.  United  Nations  Eni'ironment  Programme 


In  1984,  :he  United  Nations 
Environment  Programme  sought 
major  industry  involvement  in  global 
environmental  problems.  This  was  the 
genesis  of  the  first  World  Industry 
Conference  on  Environmental 
Management  (WICEM)  in  Versailles, 
France;  the  gathering  drew  541  par- 
ticipants from  7 1  countries  and  key 
industries. 

Important  principles  emerged  at 
that  meeting:  Environmental  man- 
agement should  be  an  integral  part  ot 
economic  development;  environmen- 
tal issues  should  be  addressed  up  front 
in  economic  planning;  cost-benefit 
analysis  must  be  improved;  the  cost  to 
society  ot  environmental  mismanage- 
ment must  be  considered;  and  preven- 
tive initiatives  are  preferable  to  cor- 
rective ones. 

Working  with  industry  lor  15 
years  through  our  Industry  and 
Environment  Office  in  Paris,  we  were 
not  surprised  that  many  in  industry 
cared  about  the  environment. 
Unfortunately,  too  few  corporate  pol- 
icy leaders  have  been  concerned 
enough  to  evaluate  corporate  and  per- 
sonnel  performance  against  the 
Versailles  principles. 

Since  WICEM  there  have  been 
many  catastrophic  environmental 
accidents  and  missed  opportunities 
for  preempting  environmental  prob- 
lems. But  the  lead  taken  by  certain 
industries  in  improving  environmen- 
tal management  has  been  impressive. 
The  world  community,  with  the 
involvement  of  the  chemical  industry, 
has  helped  achieve  both  the  Montreal 
Protoco!  and  the  Basle  Agreement, 
addressing  chlorofluorocarbons 
(CFCs)  in  the  atmosphere  and  haz- 
ardovis-waste  exports.  The  U.S. 
Chemi;  .i  Manufacturers  Association 
and  tlu  European,  Japanese,  and 
Canadiai   chemical  industries  have 


been  particularly  helpful  in  these 
negotiations,  and  in  helping  nations 
develop  local  programs  for  emergency 
response  to  chemical  accidents. 

At  this  juncture,  greater  participa- 
tion in  crlobal  en\  ironmental  manage- 
ment  must  materialize  from  specific 
industries:  transportation  (trucks, 
cars,  and  sea  transport);  energy; 
agribusiness;  tourism;  fishing;  con- 
struction; and  forestry. 

Now  is  the  time  for  the  world's 
people  to  decide  whether  they  wish  to 
continue  investing  in  economic  devel- 

The  real  issues  are  not 
whether  the  world  develops, 
but  how  it  develops  and  who 
are  its  benefactors. 

opment  that  destroys  productivity  for 
succeeding  generations,  creates  large 
debts  to  remedy  environmental  degra- 
dation, threatens  public  health,  or 
preempts  industries  dependent  on 
viable  ecosystems.  The  alternative 
path  is  sustainable  economic  activity. 
The  real  issues  are  not  whether  the 
world  develops,  but  how  it  develops 
and  who  are  its  benefactors. 


hi 


With  the  egregious  effects  of  CO 
CFCs,  methane,  and  other  gases 
global  warming  and  biological  dive 
sity,  all  nations  will  have  to  great 
reduce  the  release  and  production  '  ^\ 
these  gases.  To  advance  technolo^ 
transfer  to  developing  nations,  ti 
private  sector,  in  partnership  wit 
their  governments,  could  le\  jjied 
Environmental  Management  Fees 
the  sale  of  such  gases.  Part  of  th 
tee — probably  50^ — could  serve  as 
new  source  of  income  for  indust; 
investment  in  clean  technologies;  tl 
other  half  could  support  technolo^ 
transfer  to  developing  countries. 

Whatever  the  technologies  ar 
sources  of  funding,  the  future  is  on 
sustainable  if  mankind  relearns 
perhaps  learns  for  the  first  time,  h{ 
to  integrate  !ts  svstems  and  fabricate 
environments  with  the  systems 
nature.  We  can  all  make  a  differen 
in  the  future  of  economic  develo 
ment  by  the  choices  we  make  in  t  jj^j 
marketplace,  in  voting  booths,  in  t 
awarding  of  research  grants,  and 
how  academia  educates  enginee 
biologists,  architects,  agriculturalis, 
physicians  and  accountants,  lawy( 
and  economists,  and  everyone  else 

The  best  businesses  in  the  fiiti 
will  be  those  that  form  partnersh 
with  nature;  buyouts  that  don't  sell 
the  free  services  of  nature's  ecosystei 
and  corporations  that  consider  nan 
capacity  to  sustain  people  and  prodi] 
tivity.  At  WICEM  II,  to  be  held 
April  1 99 1 ,  business  and  industry  mi| 
evidence  commitment  to  much  nn 
aggressive  management  in  the  '90s 


Dr.  Tolba  is  U nited  Nations  U nder 
Secretary  General  and  has  been  with 
UNEP  since  1976.  A  resident  of 
Kenya,  he  travels  extensively  to  promoi 
negotiate,  and  discuss  how  to  safeguard 
and  enhance  the  environment. 
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GRASPING  NATURE 
THROUGH  GEOGRAPHY 

By  Gilbert  M.  Grosvenor,  President,  National  Geographic  Society 


EWG  BULLETINS:  The  crumbling  of 
communism  in  Eastern  Europe 
nd  the  U.S.S.R.  itself  triggers  the 
;reatest  upheaval  in  world  order  since 
S^'orld  War  II.  The  Green  movement 
ti  Europe,  responding  to  accelerated 
nvironmental  degradation,  begins  to 
nfluence  national  elections.  In  1992, 
united  Europe  is  expected  to  leap 
head  of  the  United  States  as  the 
/Grid's  dominant  economic  power. 

What  do  these  developments  have 
1  common. -*  They  are  shaped  by  the 
omplexities  of  geography — cultural, 
nvironmental,  and  economic. 

An  understanding  of  geography  is 
lore  than  knowing  places  on  the  map. 
t  provides  the  analytical  tools  to 
nderstand  the  world.  The  science  of 
eography  has  a  built-in  morality  and 
thic  to  it,  based  on  an  assumption  that 
be  Earth  harbors  a  force  for  life  that 
bould  be  appreciated.  Like  it  or  not. 
It  are  all  global  neighbors,  intercon- 
ected  and  interdependent  upon  one 
nother.  Environmental  issues,  in  par- 
icular,  respect  no  political  boundaries. 

Yet  not  everyone  agrees  on  how  this 
ife  force  should  be  harnessed.  I 
elieve  the  issue  of  the  environment 
/ill  cause  as  much  acrimony  and  ten- 
ion  among  nations  in  the  future  as 
apitalism  versus  communism  has 
aused  in  recent  decades.  Each  nation 
'ill  have  its  own  environmental 
genda,  and  global  harmony  will 
equire  diplomatic  skills  never 
reamed  of  in  the  past. 

If  Americans  don't  understand  the 
road  concepts  of  geography,  our  lead- 
rs  will  have  great  difficulty  forging  a 
onsensus  for  environmental  change. 
'C'ithout  geographic  knowledge,  cit- 
^ens  cannot  possibly  understand  that 
n  ozone  hole  over  Antarctica  affects 
eople  in  New  York,  or  that  the 
estruction  of  tropical  forests  in  Brazil 
ifluences  the  climate  of  Chicago. 


And  the  sorry  fact  is,  Americans 
don't  understand  geography.  In  a 
Gallup  Poll  of  geographic  knowledge 
among  adults  in  10  countries, 
Americans  ranked  in  the  bottom 

Without  geographic  knowl- 
edge, citizens  cannot  possibly 
understand  that  destruction 
of  tropical  forests  in  Brazil 
affects  the  climate  in  Chicago. 

third,  and  our  young  adults  came  in 
dead  last.  One  in  seven  Americans 
couldn't  even  find  the  United  States 
on  a  world  map.  One  in  four  could  not 
locate  the  Pacific  Ocean,  even  though 
it  covers  a  third  of  the  planet. 

The  story  is  nearly  as  discouraging 
for  today's  students.  A  study  of  12th- 
graders  released  last  February  by  the 
National  Assessment  of  Educational 
Progress  found  that  "most  students 
did  not  demonstrate  an  understanding 
of  the  basic  concepts  of  physical  and 
cultural  geography."  More  than  20 
percent,  for  example,  incorrectly 
responded  that  removal  of  vegetation 
would  increase  wildlife  populations, 
and  a  similar  proportion  attributed 
the  greenhouse  effect  to  increased 
incidence  of  solar  flares  on  the  sun. 

The  explanation  of  the  greenhouse 
effect  reaches  beyond  global  warming 
and  the  buildup  of  carbon  dioxide  on  the 
planet.  In  a  South  American  rain  forest, 
it's  possible  to  have  more  than  1,000 
species  of  plants  per  hectare  (about  2V2 
acres),  compared  with  only  30  or  40  in 
an  equivalent  North  American  forest. 
With  the  loss  of  the  rain  forests  comes 
an  incredible  loss  of  potential  foods  and 
medicines  available  to  mankind.  In  fact, 
of  the  millions  of  plant  species  found  in 
tropical  forests,  scientists  have  examined 
less  than  1  percent. 


To  comprehend  the  impact  of  trop- 
ical forests  on  Boston  or  San  Francisco 
requires  education.  The  National 
Geographic  Society  has  undertaken  a 
major  effort  to  increase  geographic 
education  in  America's  schools,  com- 
mitting $40  million  to  our  educa- 
tional foundation.  We  intend  to 
motivate  every  social-studies  teacher 
in  the  United  States  to  teach  geogra- 
phy in  a  relevant,  compelling,  and 
exciting  way.  It  is  our  hope  that  the 
geographic  perspective  will  inspire  a 
passion  for  inquiry  and  learning,  and 
an  appreciation  that  helps  set 
America  on  a  healthy,  enlightened 
course  for  the  future. 

Mr.  Grosvenor  leads  the  world's  largest 
nonprofit  scientific  and  educational  insti- 
tution. He  has  launched  a  major  efifinrt  to 
reawaken  and  upgrade  geographic  edu- 
cation in  the  classroom.  It  includes  estab- 
lishment of  geographic  alliances  in 
34  states;  a  foundation;  and  research 
and  development  of  electronic  programs  to 
enhance  teaching. 


As  part  of  the  Society's  education  drive, 
Grosvenor  teaches  St.  Louis  geograpHy 
students  in  their  environment. 
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SQUANDERING 
THE  SOIL 


be  white  man. .  .is  a  stranger  who 
les  in  the  night  and  takes  from  the 
d  whatever  he  needs.  The  earth  is  not 
brother  but  his  enemy,  and  when  he 
conquered  it,  he  moves  on.  ..  .All 
ngs  are  connected.  Whatever  befalls  the 
th  befalls  the  sons  of  earth.  . .  .Continue 
ontaminate  your  bed  and  you  will  one 
ht  suffocate  in  your  own  waste. " 

F  SEALTH  OF  WASHINGTON  STATE'S  DUWAMISH  TRIBE, 
M  1855  LETTER  TO  PRESIDENT  FRANKLIN  PIERCE 

hief  Sealth's  warning  was  truly  visionary. 
But  not  even  he  could  have  fully  imagined 
the  consequences  of  nearly  another  century 

fand  a  hah  of  industrial  and  urban  growth — 
or  the  potential  of  environmentally  destruc- 
tive practices  to  foul  the  Earth,  not  only  for 
r  perpetrators  but  for  all  "tribes"  everywhere, 
he  pace  of  degradation  has  acceler- 
with  astonishing  speed  since  Chief 
th's  time.  No  part  of  the  globe  has 
ped  its  reach.  In  the  United  States, 
es  Beach,  Mo.,  and  Love  Canal  in 
^ara  Falls,  N.Y.,  serve  as  testaments 
ow  improper  disposal  of  hazardous 
tes  can  harm  communities.  In 
nd,  several  rivers  are  so  polluted  that 
r  water  has  been  declared  unfit  for 
istrial  use,  let  alone  human  consump- 
.  In  East  Germany,  pesticides  con- 
ng  DDT  and  mercury  compounds 
e  created  dangerous  chemical  con- 
rations  found  in  plants,  birds, 
—even  mother's  milk,"  writes  Jeffrey 
min,  a  researcher  at  the  American 
;rprise  Institute.  Even  Antarctica, 


the  most  remote,  pristine  continent  on  the  planet, 
is  accumulating  piles  of  junk. 

The  Earth's  productive  capacity — its  ability  to 
sustain  life — is  being  seriously  jeopardized  by  acts 
of  man:  agricultural  practices  that  foster  soil  erosion, 
nutrient  depletion  and  desertification;  deforestation; 
and  disposal  of  vast  amounts  of  wastes. 

SOIL  EROSION.  An  understanding  of  the  scope  of  the 
global  threat  can  begin,  literally,  at  our  feet.  Soil 
erosion,  a  natural  process,  has  formed  some  of  the 
world's  richest  river  valleys  over  the  course  of  mil- 
lennia. With  careful  agricultural  practices,  a  layer 
of  topsoil  about  a  half-inch  thick  is  lost  every  80  to 
280  years,  about  the  same  rate  at  which  soil  is  cre- 
ated. But  misuse  of  croplands  accelerates  erosion, 
which  diminishes  the  soil's  ability  to  retain  water, 
removes  important  nutrients,  and  stunts  plant 
growth.  Eroded  soil,  blown  away  by  wind  or  carried 
off  by  water,  cripples  the  land's  long-term  produc- 
tivity and  harms  waterways  and  aquatic  life. 

In  developing  nations,  such  as  mountainous  Nepal, 
erosion  is  especially  acute  on  farms 
located  on  steep  slopes  and  tended  by 
the  poor.  Scientists  in  Hawaii  mark  the 
arrival  of  spring  planting  in  China  by 
dust  over  the  Pacific.  China's  Huang 
River,  the  most  sediment-laden  in  the 
world,  is  nothing  more  than  a  mud 
flow  in  some  stretches.  In  Guatemala, 
40%  of  the  land's  productive  capacity 
has  been  lost  to  erosion.  In  Haiti,  qual- 
ity topsoil  no  longer  exists. 

DESERTIFICATION.  Another  form  of  land 
degradation  is  desertification — the 
loss  of  productive  land  for  farming 
and  grazing  in  dry  regions  of  the 
world.  Its  chief  cause  is  not  climate 
change  but  excessive,  human-induced 
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THERE'S  NO  BIZ  LIKE  ''ECO-BIZ" 


This  year  ushered  in  the  decade 
of  the  environment.  Prompted 
in  part  by  the  20th  anniversary 
of  Earth  Day,  businesses,  citizens, 
and  some  politicians  are  making  an 
unprecedented  commitment  to 
cleaning  up  the  air,  land,  and  water. 

That  commitment  has  created  a 
niche  for  new  "eco-businesses"  that 
provide  services  or  products  related 
to  preventing  pollution,  meeting 
environmental  regulations,  and 
cleaning  up  the  environment. 

In  the  past,  the  primary  markets 
for  eco-businesses  were  environmental 
regulators  and  the  companies  they 
cited  for  violations.  Now,  howevet, 
companies  that  take  a  proactive 
approach,  monitoring  and  managing 
their  environmental  operations,  are  a 
growing  market. 

"Our  best  clients  are  the  ones  that 
recognize  the  way  to  get  the  cleanup 
done  expeditiously  is  to  move  forward 
themselves  and  not  have  the  regula- 
tors on  their  backs,"  says  John  Cioffi, 
a  vice  president  lor  the  5-year-old 
company  Ecova,  based  in  Redmond, 
Wash.  Ecova  specializes  in  biological 
techniques  tor  cleaning  up  hazardous- 
waste  sites,  using  naturally  occur- 
ring microorganisms  to  consume 
toxic  chemicals,  either  on-site  or  in 
special  tanks.  Business  jumped  50% 
between  1988  and  1989,  Cioffi  says. 

Like  Ecova,  Hewlett-Packard  is 
reaping  the  benefits  of  the  new  envi- 
ronmental awareness.  The  company 
produces  equipment  that  analyzes 
waste  samples  to  identify  the  toxic 
chemicals  present.  Environmental 
uses  are  quickly  becoming  the 
largest  application  of  analytical 
instrumentation  worldwide,  says 
Larry  Cattran,  fiewlett-Packard's 
mass  spectrometer  product  manager. 
In  1988,  the  worldwide  market 
for  enviivinmentai  applications  of 
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IBM  scientists  in  Norway  analyze  wave 
action  to  locate  source  of  algae  pollution. 

these  products  was  about  $1  billion; 
that's  expected  to  grow  to  $  1 .3  billion 
by  1993. 

"The  market  is  growing  in  two 
ways — increasing  regulation  and 
increasing  awareness,"  Cattran  says. 
Most  companies  recognize  their 
social  responsibility  to  be  more  and 
more  cautious  about  the  things  they 
throw  away. 

Other  environment-related  busi- 
ness ventures  focus  on  producing 
chemicals  that  consumers  can  use 
without  harming  the  environment. 
For  instance,  Monsanto  markets  a 
weed  killer  called  Rodeo — the  only 


herbicide  that  meets  stringent  U.S 
Environmental  Protection  Agency 
regulations  for  aquatic  uses. 

Monsanto 's  marketing  efforts  tar- 
get water-management  districts  tha 
need  an  environmentally  acceptable 
herbicide  to  keep  water  channels  fre 
of  weeds.  Wildlife  managers  have 
also  begun  using  the  product. 

Still  other  companies  have  built 
successful  businesses  helping  produc  t^i 
cleaner  energy: 

■  Japan's  Hitachi  pioneered  the 
technology  for  removing  nitrogen 
oxides  from  power-plant  exhausts 
and  also  supplies  sulfur-removal  aa 
heat-recovery  systems  to  customers 
worldwide. 

■  Sumitomo  Heavy  Industries  has 
developed  an  innovative  sulfur- 
removal  process  known  as  dry  desu 
furization  for  coal-fired  power  plan 
that  eliminates  the  huge  volumes  o"'^ 
waste  produced  by  ordinary  scrub- 
bers. 

■  A  division  of  Asea  Brown  Boveri 
s  building  municipal  power  plant^isfless 
fueled  by  municipal  waste  in  ■•!rtilicai 
Connecticut  and  Hawaii,  where 
space  for  landfills  is  shrinking. 
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An  Ecova  technician  treats  soil  to  remove  oil  contamination  in  a  Texas  facility. 


)Ures  such  as  overgrazing,  which  hardens  the 
i  and  destroys  its  absorbency.  The  end  result  is 
1  that  is  bone  dry,  devoid  of  vegetation,  and  vir- 
i  y  useless. 

esertification  threatens  about  one-third  of  the 
'  d's  land  and  the  livelihoods  of  at  least  850  mil- 
!  people,  according  to  the  United  Nations 
ronment  Programme  (UNEP).  A  U.N.  study  in 
ate  1970s  estimated  that  in  Africa  alone  40% 
e  fertile  land  was  at  risk  ot  desertification. 


ATION.  Ironically,  irrigation,  which 
transformed  much  arid  land  into 
itiful  gardens  and  increased  crop 
Is  on  marginal  tracts,  can  also  pose 
eat.  Poorly  managed  irrigation  sys- 
.  may  actually  lower  yields  over  the 
:  term  by  waterlogging  the  soil  and 
iing  up  deposits  of  salt  and  other 
?rals  in  the  topsoil. 
linity  now  seriously  lowers  produc- 
*•  /  on  about  7%  of  the  world's  irrigated 
In  South  America,  an  estimated  one- 
to  one-half  of  all  irrigated  land  has 


"If  you  plan  for  a 
year,  plant  rice,  if 
you  plan  for  ten 
years,  plant  trees.  If 
you  plan  for  100 
years,  educate  your 
children." 


I  been  harmed  by  salinization.  In  the 
?  United  States,  20%  to  25%  of  all  irrigated 
^  land,  much  of  it  in  the  Southwest,  suf- 
I  fers  from  salt-caused  reductions  in 
?  crop  yields. 

I  DEFORESTATION.  With  the  expansion  of 
^  agriculture  around  the  world  to  feed 
i  the  Earth's  rapidly  growing  population, 
portions  of  forests  have  been  wiped 
out.  Nowhere  is  this  more  evident,  or 
more  alarming,  than  in  the  tropics. 

According  to  a  recent  report,'  defor- 
estation in  the  tropics  may  be  much 
worse  than  previously  thought.  A 
1980  estimate  of  the  rate  of  tropical 
deforestation  by  the  U.N.'s  Food  and 
Agriculture  Organization  (FAO)  was 
nearly  28  million  acres  per  year.  But 
recent  studies  have  found  that  the  rate 
of  deforestation  is  soaring  in  Costa  Rica,  Brazil, 
Myanmar  (formerly  Burma),  Indonesia,  and  the 
Philippines.  If  these  new  studies  are  accurate,  the 
report  concludes,  it  means  the  world  is  losing  at 
least  50  million  acres  of  tropical  forest  each  year — 
an  80%  increase  over  earlier  estimates. 

COASTAL  OCEANS  AND  WETLANDS.  These  two  essential 
life-sustaining  habitats  are  also  under  siege.  The 
majority  of  ocean  life  and  the  world's  most  impor- 
tant fisheries  are  found  in  the  coastal  oceans.  Yet 
these  precious  ecosystems  have  been 
heavily  polluted  around  the  world  by 
land  runoff,  industrial  discharges,  and 
dumping.  Further  inland,  freshwater 
wetlands,  invaluable  for  wildlife  and 
vital  to  the  replenishment  of  water 
supplies,  have  been  disappearing 
steadily  for  decades,  largely  because 
they  have  been  drained  and  converted 
to  farmland.  continued 


Ancient  Chinese  Proverb 
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Why  Compaq  will  never  buijf 


Before  creating  anything, 
we  start  with  a  clean 
slate,  and  talk  to  personal 
computer  users  like  you. 


The  way  we  see  it,  the  so-so,  the  pretty 
good  and  the  just  plain  average  are  things 
for  someone  else.  Not  for  us.  And  most 
certainly  not  for  you. 

That's  the  reason 
why  every  COMPAQ 
personal  computer 
product  has  been 
designed  to  deliver 
on  a  simple  promise: 
to  simply  work  better.  This  approach  is 
what  makes  our  high-performance 
PCs  different  from  all  others. 

Working  better  applies  to  absolutely 
everything  we  do. 

it  starts  with  you.  Before  we  design  our 
products,  we  sit  down  and  talk  with  com- 
puter users  like  you.  To  see  what  you  want. 
And  what  you  need. 

Then  we  take  these  ideas  and  combine 
them  with  the  latest  technology  and  our  own 
innovative  thinking. 

The  result  is  a  line 
of  PCs  with  the  per- 
formance for  whatever 
you  do.  Performance 
that  comes  from  more 
than  just  the  processor, 
u  includes  features  like 


high-speed  disk  drives  and  VGA  graphics. 
Room  to  customize  with  the  thousands  of 
available  expansion  cards  and  peripherals.  |pf 
And  the  compatibility  to  work  with  the  be 
of  industry-standard  technology. 

This  attention  to  detail  is  one  reason 
why  our  PCs  consistently  earn  the  highest 
marks  for  quality  from  computer  experts. 

And  unsurpassed  mark 
for  satisfaction  fron 
PC  users. 

A  powerfi 
example  of 
this  thinking! 
theCOMPAQI*. 
SYSTEMPRO 
PC  System,  it  brings  an  unprecedented  con- 
bination  of  performance  and  expandability . 
to  connected  environments.  ^ 

Another  example  is  smaller,  but  just  a 
impressive.  The  COMPAQ  LTE/286  and 

COMPAQ  LTE  laptop 
PCs  fit  the  capabilitie 
of  a  desktop  into  an 
8'/2-by-l  1-inch  packag. 


COMPAQ  PCs  earn  an  impressive  number 
of  industry  awards.  But  it's  what  you  can 
do  with  our  PCs  that's  really  impressive. 


COMPAQ  personal  computers 
are  designed  to  fit  where  you 
work.  Whether  you're  on  the 
35th  floor  overlooking  Man-  "'  V 
hattan  or  at  35, 000  feet  some- 
where over  the  Rockies.       i !  j'j  [jj- 


COMfWj,  Renisicrcd  I.:  S  H.iiHtit  and  Tf.jdeniark  OHice  SVSTEMPRn  is  a  Irademark  of  Compaq  Computer  Corporalion  Use  of  elettronic  eq  JipmenI  on  board  commercial  aircraft  is  at  the  discretion  of  each. 
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I  PC  that  simply  works  OK. 

5  why  Business  Week,  FORTUNE  and  Our  approach  means  you'll  be  able  to 

ner  publications  named  them  among  the  find  the  ideal  PC,  for  whatever  you're  doing. 
!St  products  of  the  year  in  1989.  From  simple  wgrd  processing  to  complex 


'o  matter  what  you  do,  you  'II  find  there's  a  COMPAQ  PC  system,  desktop,  portable  or  laptop  that  will  help  you  work  even  better 


You'll  find  better  ideas  inside  each  and 
^ry  COMPAQ  personal  computer. 

COMPAQ  486, 
386,  386SX  and  286 
products  are  designed 
to  deliver  the  high- 
performance  difference. 


'0'  COMPAQ  product  is  meticulously  designed.  Ideas  that 
don't  measure  up  will  wind  up  here,  not  in  your  office. 

Our  rugged  laptops  and  portables  let 
u  work  on  the  road,  without  compro- 
se.  And  both  our  desktops  and  systems 
Ip  you  bring  more  power  to  more  people. 

Ct^rnpaq  Compuler  Corporation  All  rights  reserved 


financial  analysis,  data- 
base management  and 
computer-aided  design. 

All  told,  COMPAQ 
PCs  offer  the  difference 
between  simply  work- 
ing OK  and  simply 
working  better. 

For  more  information  and  the  location 
of  an  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900,  Operator  117. 
In  Canada,  1-800-263-5868,  Operator  117. 

 comPAa 

It  simply  works  better. 


A  worldwide  network  of 
Authorized  Dealers  is  ready 
and  waiting  to  help  you. 


A  MOUNTAIN  OF  WASTE.  In  our  rush  to  extract  from 
the  Earth  all  that  it  has  to  ^'ive,  we  have  until 
recently  paid  little  attention  to  how  we  dispose  of 
the  substances  and  goods  manufactured  from  the 
Earth's  bounty.  Consider: 

■  More  than  six  billion  tons  of  commercial,  indus- 
trial, agricultural,  and  domestic  waste  are  produced 
each  year  in  the  United  States,  according  to  the 
Environmental  Protection  Agency  (EPA).  If  not 
properly  handled,  it  can  threaten  the  environment 
and  public  health. 

■  America  each  year  generates  160  million  tons  of 
municipal  solid  waste — 3.5  pounds  per  person,  per 
day;  41%  is  paper,  18%  is  yard  waste.  The  rest  con- 
sists of  plastics,  food,  glass,  metals,  and  other  mate- 
rial. Eighty  percent  of  this  trash  is  landfilled  (10%- 
is  incinerated  and  10%'  recycled)  and  we're  running 
out  of  places  to  put  it.  The  EPA  estimates  that 
nearly  one-third  of  the  country's  landfills  will  reach 
capacity  in  the  early  1990s. 


Municipal  Solid  Waste  Production  Per  Capita,  3  Countriesj 


pounds  per  capita 
per  year 


1.500 


"Make  environmental  considerations 
and  concerns  part  of  any  decisions 
you  make,  right  from  the  beginning. 
Don't  think  of  it  as  something  extra  you 
throw  in  the  pot." 

Richard  E.  Clarke,  CEO,  Pacific  Gas  &  Electric 


■  Only  15  percent  of  the  nation's  6,000  municipal 
landfills  have  liners  and  only  5%  have  leachate-col 
lection  systems  to  prevent  contamination  of  water 
supplies,  says  the  EPA.  Fewer  than  one-third  have 
some  type  of  groundwater  monitoring  system. 

■  The  EPA  has  identified  30,000  sites  holdmg  the 
potential  to  release  hazardous  substances — that  is, 
substances  that  are  toxic,  corrosive,  flammable, 
ignitable,  or  reactive.  In  recent  decades,  these  sub- 
stances were  often  carelessly  discarded,  entering 
water  supplies. 

■  Some  five  to  six  million  underground  storage 
tanks  in  the  United  States  contain  petroleum  prod- 
ucts or  hazardous  chemicals.  The  EPA  estimates 
that  two  million  of  them  may  be  leaking. 
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THE  CORPORATE  RESPONSE 

Pressure  from  regulators,  environmental  groups, 
and  the  public — accompanied  by  the  recognition 
that  what's  good  for  the  Earth  can  also  be  good  for 
the  bottom  line — has  spurred 
much  of  corporate  America  to 
ease  up  on  the  environment.  Ii 
summing  up  its  own  commit- 
ment to  "environmental  prin- 
ciples," Reynolds  Metals  Co. 
could  be  speaking  for  many  co 
porations:  "We  believe  that 
environmental  protection  and 
sound  business  management  ai 
mutually  achievable  objectives 
These  corporate  steps  inclu< 
pollution  prevention  and  was 
minimization  at  the  source, 
recycling  programs,  and 
improved  waste-disposal  prac 
tices.  Here  are  some  example: 
■  3M  introduced  its  noted 
Pollution  Prevention  Pays  (3I| 
program  in  1975.  Its  rational 
Technological  innovation  tha 
prevents  pollution  at  the  sour 
in  product  development  and 
manufacturing  processes  is  moi 


1983 


1985 


ironmentally  effective  and  cheaper  than  typical 
d-of-the-pipe"  control  methods, 
ince  its  inception,  the  program  has  saved  the 
ipany  $500  million  worldwide.  In  the  United 
res,  according  to  3M,  the  program  has  held  back 
1,000  tons  of  air  pollutants,  15,300  tons  of  water 


i  s  largest  compost  pile.  The  Netherlands  Waste  Treatment  Facility  handles 
than  1,000,000  tons  of  trash  each  year. 


pollutants,  one  billion  gallons  of  wastewater,  and 
397,000  tons  of  sludge  and  solid  waste  from  the 
environment.  The  company  last  year  launched  its 
3P+  Program,  whose  goal  is  a  90%  reduction  of  all 
3M  manufacturing  emissions  by  the  year  2000. 
■  Du  Pont  has  committed  itself  to  a  70%  reduction 
of  all  hazardous  wastes  by  the  year 
^  2000.  It  also  is  studying  replacements 
for  ozone-depleting  chlorofluorocar- 
bons  (CFCs)  and  is  engaged  in  a  plas- 
tics-recycling operation  with  Waste 
Management  Inc. 

Du  Pont  has  found  ways  to  turn 
waste  into  commercially  useful  prod- 
ucts. A  byproduct  at  one  plant — cal- 
cium sulfate,  or  gypsum — used  to  just 
pile  up  until  the  company  found  that 
it  could  sell  the  material  to  construc- 
tion firms  as  a  replacement  for  gravel 
in  roadbeds.  Sales  now  surpass  produc- 
tion, so  "we're  actually  starting  to 
remove  the  material  we  stored  on  the 
ground  previously,"  says  J. R.  Cooper 
Jr.,  Du  Pont's  director  of  environmen- 
tal affairs.  Another  plant  discarded 
waste  hydrochloric  acid  until  Du  Pont 
found  it  could  upgrade  the  substance 
to  calcium  chloride  and  use  it  as  a  raw 
material  in  other  operations.  Last  year, 
35  million  pounds  of  hydrochloric 
acid  were  recycled. 
■  Reynolds  Metals  Co.  has  enjoyed 
great  success  in  a  key  method  of  mak- 
ing the  most  of  the  Earth's  limited 
resources — recycling.  Since  1968, 
when  it  pioneered  aluminum  recy- 
cling by  buying  beverage  cans  and 
other  products  from  consumers,  the 
corporation  has  recycled  more  than 
four  billion  pounds  of  aluminum.  This 
total  includes  more  than  100  billion 
used  cans  sold  to  Reynolds  by  con- 
sumers, who  have  pocketed  more  than 
$  1  billion.  continued  on  page  26 
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''o  stay  aSive  people  need  salt, 
>fot  rtacessarily  flamingos. 
Hat;  «  bJsf^fSly  foSIOMed  this  prem- 
ise Vv^f>4  vve  began  producing 
salt  in  k  ?>»s:s8re,  Netherlands 
Antilles,  (i^t  3i  s  would  have  lost 
another  rs^  ilaiimingo  breeding 
ground  -  of  which  only  four  remain. 


When  we  broke  ground  for 
our  plant  in  1964,  we  counted  a 
mere  700  nests  in  an  area  adja- 
cent to  our  project.  We  could 
have  eliminated  them  for  the  sake 
of  expediency.  Instead,  we  chose 
to  protect  them.  Since  then  salt 
production  has  exceeded  our  ex- 


pectations, which  is  noteworthy. 

Spectacular,  however,  is  the 
way  our  feathered  friends  have 
multiplied.  They  now  number 
12,000  and  live  undisturbed  in  a 
special  nature  reserve  provided 
by  Akzo.  It  is  not  our  intention 
however  to  have  you  remember 


us  as  "the  leading  flai^i 
preservation  group"  but 
sponsible  world  leader 
production  of  salt. 

Not  to  mention  our  | 
in  car  refinishes,  carboi|)j, 
textile  and  carpet  fibers, 
catalysts  and  rubber  dt 


bee= 


''a-ojiins, 


iYWOULDNT 
SIANDON. 


^ 


f  ducedby  Akzoisused 
!^  water,  make  slippery 
I  and  enhance  flavors  - 
'  be  eggs  at  a  Dutch 
s  the  bread  and  top- 
:  lanish  open-sandwich 
r  -  a  bucket  of  southern 
*  n  for  dinner  in  the  U.S. 


We  also  change  salt  into  key 
ingredients  for  everyday  prod- 
ucts such  as  PVC,  glass  and  de- 
tergents. In  fact,  salt  was  one  of 
our  first  products.  Since  our  start, 
and  like  "our"  flamingos,  we  at 
Akzo  have  spread  our  wings. 

We  are  70,000  people  in  50 


countries:  one  of  the  world's 
largest  companies  in  chemicals, 
fibers,  coatings  and  health  care . . . 
and  number  one  in  salt. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


WASTE  NOT,  WANT  NOT 


Americans  produce  160  million 
tons  of  solid  waste  each  year, 
but  only  about  10%  is  reclaimed 
by  recycling.  The  rest  is  dumped 
in  landfills  (80%)  or  incinerated 
(10%).  The  U.S.  Environmental  Pro- 
tection Agency  would  like  to  see  the 
amount  of  waste  sent  to  landfills 
reduced  to  55%  by  1992,  with  20%- 
incinerated  and  the  remaining  25% 
either  recycled  or  eliminated  through 
waste-reduction  practices. 

Can  recycling  work.-'  Several  com- 
panies are  showing  just  how  impor- 
tant— and  effective — it  can  be; 

■  IBM  now  recycles  35%  of  its  solid 
waste  and  is  aiming  for  50%  by  1992. 

■  Garden  State  Paper  (GSP),  based 
in  Garfield,  N.J.,  is  the  world's 
largest  recycler  of  newspapers  into 
newsprint.  Some  1.2  million  tons  ot 
newsprint  are  made  each  year  by 
GSP  at  its  Garfield  plant  and  at  its 
equity  affiliates  and  licensees  in 
other  states  and  Mexico.  At  the 


Garfield  mill  alone,  some  270,000 
tons  ot  old  newspapers  are  pro- 
cessed annually,  producing  225,000 
tons  ot  newsprint  that  is  sold  to  The 
New  York  Times,  Newsday,  and  other 
news  organizations,  a  GSP  spokes- 
woman says. 

With  more  and  more  landfills 
closing,  disposal  costs  are  rising.  In 
northern  New  Jersey,  for  example, 
so-called  "tipping  fees"  have  risen  to 
$140  per  ton.  At  this  rate,  GSP  saves 
area  communities  $37.8  million  a 
year.  GSP,  an  affiliate  of  Richmond, 
Va. -based  Media  General  Inc.,  is 
studying  construction  of  a  new  mill 
in  the  Northeast. 

■  Amoco  Foam  Products  Co.,  a  sub- 
sidiary of  Amoco  Chemical  Co.,  last 
year  opened  the  nation's  first  poly- 
styrene foam  recycling  facility  for 
items  like  coffee  cups  and  fast-food 
boxes.  Its  purpose:  to  show  that  con- 
sumer plastic  products  routinely  dis- 
carded every  day  can  be  recycled. 


Polystyrene  fluff,  held  by  Polystyrene  Recycling  President  Robert  L.  Russell,  will  be 
seused  in  plastic  lumber  and  school  lunch  trays. 


Mountains  of  aluminum  cans  have  beei 
recycled  each  year  in  the  United  State* 
since  1968. 

Manufacturers  them.selves  have  bee 
recycling  polystyrene  in  their  own 
plants  for  years. 

The  plastics  recycled  at  the  demo 
stration  plant,  located  in  Brooklyn.^ 
N.Y.,  come  from  a  community  col- 
lege, public  schools,  local  businessc 
and  nearby  McDonald's  restaurants 
Already  the  largest  user  of  recycled 
paper  in  the  fast-food  industry, 
McDonald's  launched  a  polystyrent 
recycling  program  in  1989  at  more 
than  450  New  England  restaurants 
The  Brooklyn  recycling  facility. 
Polystyrene  Recycling  Inc.,  uses  a 
process  developed  by  wTE  Corp.  of 
Bedford,  Mass.,  in  which  polysty 
rene  products  are  separated  from 
other  wastes,  shredded,  cleaned,  an 
made  into  pellets.  The  recycled 
polystyrene  is  used  to  manufacturel 
insulation  board  for  commercial  col 
struction,  cafeteria  trays,  trasn  rece* 
tacles,  and  home  and  office  producl 

Even  the  plastic  toner  cartridge^ 
used  in  laser  printers  can  be  recy-  I 
cled.  Accutone,  a  leading  toner  mal 
ufacturer,  is  among  a  number  of  \ 
companies  that  "remanufacture"  thi 
cartridges — through  disassembly,  i 
cleaning,  and  refilling  with  toner—! 
thus  potentially  removing  them  | 
from  the  waste  stream.  I 
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htroducing  the  investment  with 

the  potential  to  do  weE. 
And  the  promise  to  do  good 


The  Eco-logical  Trust  is  a  new  invest - 
ait  opportunity  that  you  can  really  feel 
od  about. 

You  have  the  potential  for  capital 
i  ipredation  from  a  diversified  portfolio 

stocks.  And  you  have  our  promise  that 

:  each  unit  of  the  Ecological  Trust  you 

irchase,  we  will  contribute  a  portion  of 
'  It  profits  to  the  One  Fund  for  the  Environ- 

ent,  established  by  the  Environmental 

^deration  of  America,  representing  23 

)nprofit  environmental  organizations. 
We  believe  the  stocks  of  the  com- 
mies in  the  Trust  may  appreciate  over 

e  next  few  years  as  environmental  sen- 

hearson  Lehman  Hutton  •  Prudential -Bache  Securities 


sitivity  may  play  a  larger  role  in  consumer 
purchase  decisions.  The  stocks  were 
issued  by  companies  identified  by  inde- 
pendent advisors  as  having  a  positive 
commitment  to  the  environment.  Issuers 
include  companies  whose  products  and 
services  help  clean  up  the  environment 
and  companies  which  exhibit  environ- 
mental awareness  in  their  policies  and 
practices. 

It's  an  opportunity  to  do  something  that 
could  benefit  you  and  the  world  we  share. 

Merrill  Lvnch 


For  more  inforr?ialion  on  the  Eco-logtcal 
Trust  or  other  equity  portfolios  in  the 
Concept  series,  including  the  Neu>  Europe, 
Health  Care,  Rebuilding  America  and 
Energy  and  Natural  Gas,  see  your 
Financial  Consultant  or  call  for  free  pros- 
pectuses. These  prospectuses  contain  more 
complete  information,  including  all  charges 
and  expenses.  Read  the  prospectuses  care- 
fully before  you  invest  or  send  money. 


Call  1-800-223-0507,  Ext.  598. 

In  New  Jersey,  call  1-800-223-0509,  Ext.  598. 
Ask  your  Financial  Consultant  for  details. 


Dean  Witter  •  ftineWebber 


"We  do  not  inherit  the  Eartti 

from  our  ancestors;  we  are 

borrowing  it  from  our  chii- 

dren...or  stealing  it  from  oui 

grandchildren." 

David  Brower,  Chairman 
Earth  Island  Institute 


■  Procter  &  Gamble  is  reducing'  waste,  recycling, 
and  composting.  It  redesigned  its  Crisco  Oil  bottles 
so  that  28%  less  plastic  could  be  used  to  hold  the 
same  amount  of  oil.  It  halved  the  volume  of 
Pampers  and  Luvs  disposable  diapers  entering  the 
waste  stream  by  making  them  more  absorbent  and 
reduced  the  volume  of  diaper  packaging  by  80 

P&G,  which  already  uses  recycled  paperboard  in 
70%  of  its  paper  packaging,  is  increasing  use  of 
recycled  plastic  containers  to  hold  Downy,  Cheer, 
and  Tide  liquid  detergents  and  Spic  &  Span  house- 
hold cleaner.  It  also  is  involved  in  a  test  project 
with  a  Minnesota  composting  company  to  turn  dia- 
pers and  other  solid  waste  into  fertilizer. 

■  Monsanto  Chemical  Co.,  which  in  1988  announced 
it  would  reduce  air  emissions  of  certain  hazardous 
chemicals  90%  by  1992,  turned  its  attention  last 
year  to  land  and  water  releases.  By  the  ^ 
end  of  1995,  Monsanto  plans  to  cut  f 
organic  and  toxic  inorganic  wastes  to  ' 
70%  of  1987  levels.  r 

At  a  plant  in  Sauget,  111.,  Monsanto 
is  working  on  a  project  to  recycle  up  to 
90%'  of  the  ammonia — a  raw  material 
used  to  make  intermediate  chemi- 
cals— now  being  discharged  to  a  water- 
treatment  facility.  New  equipment  at 
the  same  plant  also  allows  Monsanto  to 
reduce  the  amount  of  waste  para- 
dichlorobenzene — a  suspected  carcino- 
gen used  to  make  mothballs  and  room 
fresheners — by  more  than  90% ,  or  one 
million  pounds  a  year. 

■  Amoco  Chemical  Co.,  a  subsidiary  of 
Amoco  Corp.,  reports  it  has  reduced 
production  of  hazardous  waste  by  87% 
since  1  983.  It  also  has  saved  $120  mil- 
lion through  waste-minimization  pro- 
grams since  1983-  The  latter  efforts  have 
included  upgrading,  repairing,  or 
replacing  leaking  equipment;  using 
filtration,  microbial  detoxification,  and 
other  techniques  to  detoxify  waste;  and 
putting  byproducts  to  other  uses  within 

26  /  EARTH 


Amoco  itself.  Two  plants,  for  instance,  save  mor^; 
than  $1  million  combined  each  year  by  burning 
their  styrene  byproducts  as  fuel  in  their  own  boik 


A  FIRM  COMMITMENT 

Clearly,  the  business  community  is  beginning  to|^ 
heed  Chief  Sealth's  warning.  The  corporate  com- 
mitment to  practices  that  help  sustain  the  Earthl 
productive  capacity  appears  here  to  stay.  Indeed, 
a  commitment  has  become  a  competitive  weapoJ 
As  Du  Pont  Chairman  E.S.  Woolard  recently  pu| 
it:  "Corporations  that  think  they  can  drag  their 
heels  indefinitely  on  environmental  problems  she 
be  advised:  Society  won't  tolerate  it,  and  Du  Por 
and  other  companies  with  real  sensitivity  and 
environmental  commitment  will  be  there  to  sut 
your  customers  after  you're  gone."  ■ 


A  pollution-reducing  coal  burner  for  generating  plants  is  tested  at  TRW  in  Calif.nia 


Most  nightmares  disappear 
3nce  you  wake  up 


Street  hmps  burned 
24  hours  a  day  tr\  ing 
to  penetrate  the  inky 
darkness. 

For,  even  at  hit^h 
noon,  it  was  midnight  on 
the  streets  of  Pittsburgh. 
Then,  one  dark  day. 


people  woke  up. 

And  decided  the\'  had  had 

enough. 

Today,  Pittsburgh  is  a 
model  cir\'.  A  tribute  to 
mans  abilirv'  to  re\erse  the 
damage  done  b\'  his 
heedlessness  and  excess. 


The  message  of 
Pittsburgh  is  clear  as  we 
enter  the  final  decade 
of  the  twentieth  centur\' 
5  billion  strong.  And 
contem|")late  the  delicate 
balance  betv^een  man  and 
the  world  we  inhabit. 


Working  together,  Vv'e 
can  and  must  make  this 
earth  a  better  place  to  live. 
And  secure  iLs  life-gi\'ing 
em  ironment  in  perj^etuit)' 
for  our  children  and 
grandchildren. 

As  a  company  doing 
business  in  3""  countries 
ar(  )und  the  world,  AT&T's 
gl(  )bal  reach  carries  global 
responsibilities.  To  the 
environment.  Our  fellcm' 
m;m.  All  of  e:irth's  creatures. 
Responsibilities  that  we\  e 
chosen  to  intetpret  as 
mandates. 

li )  cut  <  )ur  emissions  ( )f 
c  hl(  )r(  )tlu(  )n  )carbons  by 
h:ilf  ne.\t  ye;u-  ;uil1  eliminate 
them  entirely  by  1994. 

To  eliminate  95  percent 
( )f  our  toxic  air 
emissions  in  the  next  fi\  e 
years  and  W(  )rk  t(  m  ard 
their  complete  elimination 
by  the  \  ear  2000. 

And  to  work  to  further 
improve  our  rec\rling 
policy-.  Already  one  of 
industn's  best. 

While  scientists  at 
ATcS:Ts  Bell  Laboratories 
continue  to  dexelop 
safe  technologies  that 
eliminate  environmental 
hazards  at  the  source. 

So  that  someday 
\  er\'  .soon,  we  can  all  ^'ake 
up  in  a  better  place. 


ATSiT 


3:32  PM 


Jamie  Conlon's  first  step 
proves  NEC's  laser  technology 
can  help  solve  infertility. 

Jamie  Elizabeth  Conlon  is  living 
proof  of  the  great  strides  medicine 
is  making  towards  reducing  America's 
rising  infertility  rate. 

Twelve  years  before  Jamie's  birth, 
Claire  Conlon  experienced  a  series  of 
medical  difficulties  that  convinced  her  she 
would  never  bear  children.  But  in  October 
of  1987  she  was  told  that  Contact  Laser"  surgery 
might  correct  her  problem.  Two  months  later 
she  was  pregnant. 

This  miracle  was  made  possible  through  the  help  of  an  NEC  laser  The 
laser's  superior  quality  and  high  precision  contributed  greatly  to  the  success  of 
Mrs.  Conlon's  surgery.  And  its  easy  adaptability  to  non-medical  applications 
has  made  it  the  most  widely-used  laser  on  the  market  today 

NEC's  advanced  laser  technology  is  just  one  of  the  ways  we're  improving 
people's  lives.  You'll  find  the  quality  products  of  NEC  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country.  Helping 
people  at  every  step  along  the  way. 

For  more  information,  call  us  at  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 


Communications  •  Computers  •  Electron  Devices  •  Home  Electronics 


FROM  TRASH  TO  CASH 


The  two  largest  companies 
in  tlie  waste-services  industry 
have  enjoyed  rapid  growth. 


aste— cleaning  it  up,  that  is- 
is  big  business.  '"Our  industry 
has  grown  to  a  record  $25 
billion  in  annual  revenues, 
and  experts  project  that  it  will  dou- 
ble in  the  1990s,"  according  to 
Eugene  J.  Wingerter,  executive 
director  and  chief  executive  officer  of 
the  National  Solid  Wastes  Manage- 
ment Association,  who  delivered  the 
good  news  to  association  members 
in  the  trade  group's  annual  report. 

The  two  largest  companies  in  the 
burgeoning  waste-services  industry 
are  Waste  Management  Inc.  and 
Browning-Ferris  Industries  Inc. 
(BFI).  With  the  escalation  of  both 
waste  and  government  regulations 
promulgated  to  control  it,  these  two 
companies  have  enjoyed  rapid  growth. 

In  1989,  Waste  Management 
posted  $4.5  billion  in  revenues  and 
net  income  of  $562  million.  It  has 
more  than  35,000  employees  and  10 
million  customers  in  18  countries. 
The  company  claims  to  have  pioneered 
virtually  every  waste-reduction,  recy- 


cling, resource  recovery,  or  recovery 
technology  contemplated  during  the 
past  30  years. 

For  example.  Waste  Management 
has  established  more  than  236  recy- 
cling programs  in  the  United 
States  and  Canada,  serving  1.4  million 
households  and  handling  about 
750,000  tons  of  material  per  year. 
The  company  is  actively  developing 
markets  for  recycled  materials,  includ- 
ing using  rubber  chipped  from  dis- 
carded tires  tor  industrial  fuel  and  as 
an  additive  in  road-paving  materials. 

Looking  to  the  tuture.  Waste 
Management  dedicated  a  new  Envi- 
ronmental Monitoring  Laboratory  in 
1988,  where  scientists  can  detect 
minute  amounts  oi  chemicals  in 
groundwater  samples  taken  Irom  the 
company's  waste-processing  and 
disposal  sites. 

In  addition,  the  company  has 
joined  forces  with  3M  to  develop 
biodegradable  foam  products  that 
would  replace  soil  as  daily  cover  at 
landfills.  Substituting  two  inches  of 


Keepiji;^  iabs  on  Waste  IV  anagement's  recycling  operation  in  Kovik,  Sweden 


foam  for  six  inches  of  dirt  saves 
landfill  airspace,  increasing  the  site' 
capacity  and  life.  Waste  Manage- 
ment is  also  working  to  improve  th 
design  and  construction  of  landfill 
liners  as  well  as  leachate  collection 
and  treatment  systems. 

Runner-up  Browning-Ferris 
Industries  earned  $263  million  on 
revenues  of  $2.55  billion  for  the  fis 
cal  year  ending  Sept.  30,  1989. 
With  25,400  employees,  the  com- 
pany collects  trash  from  5.4  million 
homes,  and  owns  and  operates  106 
landfills  where  27  million  tons  of 
trash  are  deposited  each  year. 

Under  the  direction  of  former 
Environmental  Protection  Agency 
Administrator  William  D.  Ruckelsha 
BFI's  new  chairman  and  CEO,  the 
company  also  has  arranged  to  sell 
the  plastics  collected  at  curbside 
through  its  RecycleNOW  program 
to  Wellman  Inc.,  the  nation's  large" 
plastics-recycling  company. 

In  the  belief  that  environmental 
education  should  start  at  an  early 
age,  BFI  has  developed  a  six-week 
course  for  elementary  schoolchildre 
that  will  'take  them  through  the 
whole  process  of  waste,  how  fecycli 
can  save  resources,  and  how  it's  not 
the  panacea  some  people  think  it  is. 
a  spokesman  says.  j 

But  while  these  two  companies 
have  helped  waste-management  edil 
cation  and  technology  come  a  long 
way  in  the  United  States,  a  whole 
new  world  of  waste  awaits  them 
overseas.  "The  demand  in  interna- 
tional markets  is  really  staggering,'! 
says  Erik  Granade,  an  analyst  with 
PNC  Financial  Corp.  in  Philadelphi 
"and  existing  waste-disposal  servict 
in  Europe  are  so  poor  and  inefficien 
it's  going  to  represent  a  pretty 
significant  amount"  of  growth  for  j 
both  companies.  t 
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STOPPING  WASTE  AT  THE  SOURCE 


Prompted  by  up  to  30%  a  year 
increases  in  hazardous-waste 
disposal  costs  as  well  as  rising 
expenses  to  meet  stringent 
DoUution-control  regulations,  many 
rompanies  have  launched  ambi- 
:ious  programs  to  slash  their  output 
)f  waste. 

Waste-minimization  programs 
lave  been  implemented  at  companies 
iuch  as  Dow  Chemical,  Hewlett- 
Packard,  Pratt  &  Whitney,  and  Union 
Zarbide  to  cut  the  use  of  chemicals 
hat  can  cause  air  pollution  or  pro- 
luce  hazardous  waste.  If  the  use  of 
my  of  these  chemicals  can't  be  avoided, 
hey  are  recycled  or  reused,  it  possible. 

"We  are  trying  to  eliminate  toxic 
naterials  prior  to  manufacturing — 
lifting  them  up  front  instead  of  at 
he  end  of  the  pipe,"  says  Tim 
.orette,  supervisor  of  environmental 
)rograms  management  tor  Pratt  & 
5i7hitney.  For  instance,  with  a  $3-9 
nillion  contract  from  the  U.S.  Air 
'orce,  the  engine  manufacturer  plans 
0  implement  programs  that  will 
ave  $230  million  over  10  years.  One 
)roject  is  expected  to  cut  the  use  of 
hlorinated  solvents  as  degreasers  by 
iO%  to  90%.  Pratt  &  Whitney  will 
ubstitute  general  cleaning  agents, 
Licting  hazardous-waste  disposal 
nd  chemical  costs. 

Dow  Chemical  has  cut  its  air 
missions  by  50%  since  1984,  and 
)!ans  to  halve  them  again  by  1995. 
n  1988,  the  company  identified  a 
lumber  of  waste-minimization  pro- 
ects  that  it  plans  to  complete  by 
lext  year.  It  expects  to  save  $11  mil- 
ion  by  avoiding  disposal,  purchas- 
ng,  and  regulatory  costs.  Last  year 
t  a  plant  in  Midland,  Mich.,  the 
hemical  manufacturer  reduced  air 
missions  15%  by  improving  manu- 
icturing  efficiency. 
One  key  to  cutting  waste  produc- 


Pratt  &  Whitney  employees  explore  alternatives  to  chlorinated  cleaning  solvents. 


tion  IS  asking  manufacturing  person- 
nel for  ideas,  says  Joe  Lindsly,  Dow 
USA's  issue  manager  for  waste 
reduction.  "We  feel  very  strongly 
that  to  reduce  waste,  you  need  to 
have  projects.  The  only  way  to  have 
projects  is  to  have  people  on  the  pro- 
cess side  come  up  with  them. "  An 
important  component  ot  Dow's 
waste-minimization  program,  imple- 
mented in  1986,  is  recognizing 
employee  contributions  through 
achievement  awards. 

Even  with  ambitious  waste- 
reduction  programs  in  place,  compa- 
nies often  generate  hazardous  chemi- 
cals as  a  manufacturing  byproduct. 
But  this  liability  can  be  converted 
into  an  asset  by  recycling,  reusing, 
or  selling  the  waste.  During  the  first 
six  months  of  1989,  Union  Carbide's 
investment-recovery  department 
generated  $3.5  million  in  income 


and  saved  $8.5  million  on  waste  dis- 
posal by  finding  markets  and  uses 
for  hazardous  byproducts.  The  mate- 
rials were  sold  as  alternative  tuels, 
used  as  substitute  raw  materials,  or 
processed  for  sale  as  secondary  prod- 
ucts. For  example,  glycol  was 
extracted  from  residues  of  the  gly- 
col-ether  production  process  and 
sold  as  a  secondary  product. 

For  Union  Carbide  as  well  as 
many  other  firms,  recycling  or  sell- 
ing waste  IS  a  last-ditch — but  often 
lucrative — method  of  keeping  toxic 
chemicals  out  of  the  environment. 

"Our  corporate  policy  is  to  try  to 
prevent  waste  first,"  says  Henry 
Ward,  assistant  director  of  environ- 
mental attairs  tor  Union  Carbide's 
chemicals  and  plastics  group.  "Once 
it  is  generated,  we  try  to  recycle  it  as 
much  as  is  feasible,  and  treat  it  and 
dispose  of  it  only  as  a  last  resort." 
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L>iiai     ^  ai  c,  a  Boeing  jetliner 
is  touching  down  at  New  York 
right  now. 

The  same  (  uid  be  said  about 
Tokyo.  Chicago  •  jndon.  Frankfurt. 
Los  Angeles.  Ad.  ita. 


And  if  a  Boeing  plane  isn't 
landing  right  this  second  at  any 
of  those  cities,  wait  a  minute. 
Because  more  than  likely,  it'll 
happen  by  then. 

An  exaggeration?  Hardly 


Boeing  jetliners  touchlO'  .^^ 
every  four  and  a  half  secoifc  .\,  ' 
everyday  ^  ■ 

In  the  last  24  hours  alae,.j^ 
Boeing  airplanes  landed  aoi  ^|  ^' 
20,000  times.  And  they  carie<:^^ 


Before  you  blink  your  eyes  again,  a  Boeing 
airplane  will  land  somewhere  in  the  world. 


^  ind  a  half  million  people 
'  iiost  every  imaginable 
nation. 

oeing.  We  don't  just  deliver 
-|  3f  airplanes.  We  deliver  a  lot 
it  ople. 

X  


The  realizatio 
that  human 
activity  has 
put  the  ozone 
layer  in  peril 
has  spurred 
ui^ent 
measures^ 
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THE  GLOBAL 
COMMONS 


icause  life  as  we  know  it  would  not  have 
'eloped  on  Earth  without  an  ozone  layer, 
continuing  manufacture  of  substances 
t  destroy  it  is  highly  alarming.  " 

WOOD  ROWLAND,  UNIVERSITY  OF  CALIFORNIA,  IRVINE 


I  he  Antarctic  ozone  hole  is  perhaps  the  most 
prominent  example  of  how  human  activities 
can  cause  sudden,  major  deterioration  in  the 
environment.  Moreover,  although  scientists 
had  warned  that  the  industrial  chemicals 
known  as  chlorofluorocarbons  (CFCs)  might 
age  Earth's  protective  ozone  layer,  they  did  not 
ee  the  Antarctic  hole — it  was  completely  unex- 
ed.  And  the  degradation  of  the  ozone  layer  will 
ase,  since  the  existing  hole  was  caused  by  gases 
sed  before  1980.  CFCs  now  rising  through  the 
r  atmosphere  will  take  seven  to  10  years  to 
1  the  stratosphere,  where  they  will  remain  lor 
ng  as  100  years. 

le  ozone  hole  is  not  the  only  sign  of 
onmental  degradation  in  the  thin 
of  gases  that  makes  life  on  Earth 
ble.  The  signs  and  symptoms  are 
?nt  everywhere. 

the  Adirondack  Mountains  of  New 
,  a  lake  is  eerily  still  and  beautiful,  \ 
?  sterile  by  acid  rain.  In  Florence,  the 
of  a  Renaissance  bust  is  pockmarked 
'aten  away  by  corrosive  gases  in  the 
1  air.  In  the  Black  Forest  of  Germany, 
;eedles  of  millions  of  silver  fir  trees 
ellowed  and  stunted.  In  the  Grand 
'on,  a  subtle,  sulfur-laden  haze 
nishes  the  glory  of  endless  vistas.  In 
.ngeles,  many  people  stay  indoors  on 
when  lungs  sting  and  eyes  tear.  And 


miles  above  the  South  Pole,  in  a  region  where  the 
air  thins  to  a  near-vacuum,  chemical  reactions  that 
originate  with  man-made  compounds  remove  a 
vital  protective  component  of  the  atmosphere. 

All  these  phenomena  are  the  results  of  apparently 
minor  changes  in  the  air  caused  by  human  activity. 
The  chemicals  added  to  the  atmosphere  are  mea- 
sured in  parts  per  million — and  in  some  cases,  parts 
per  billion.  Yet  they  are  concentrated  enough  to 
cause  crises,  not  only  on  a  local  level,  as  in  the  case 
of  Los  Angeles  smog,  but  also  over  vast  areas,  such 
as  the  forests  and  lakes  that  cover  major  regions  of 
Europe  and  North  America.  And  in  the  case  of  the 
upper  atmosphere,  whose  ozone  layer  is  being  eaten 
away,  the  problem  threatens  the  whole  planet. 

The  realization  that  human  activity  has  put  the 
ozone  layer  in  peril  has  spurred  the  industrial  nations 
and  major  corporations  to  take  urgent  measures. 

THE  CFG  FACTOR 

The  first  ozone  warning  was  sounded  in  1973  by 
Sherwood  Rowland  and  Mario  Molina,  two  chemists 
at  the  University  of  California  at  Irvine. 
They  were  studying  the  fate  of 
chlorofiuorocarbons,  or  CFCs,  a  family 
of  chemicals  whose  properties  had  made 
them  essential  in  a  number  of  indus- 
tries, from  refrigeration  to  aerosol  spray 
cans  to  plastics  and  semiconductor  pro- 
duction. Introduced  by  Du  Pont  in 
1935  under  the  trade  name  Freon,  CFCs 
quickly  replaced  such  toxic  gases  as 
ammonia  in  refrigerators  and  air  condi- 
tioners; later,  they  were  widely  adopted 
as  blowing  agents  for  production  of 
insulated  foams  and  as  cleaning  solvents 
for  electronic  equipment.  By  the  mid- 
1980s,  U.S.  companies  were  making 
$750  million  worth  of  CFCs  to  produce 
$135  billion  worth  of  end  products. 
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Rowland  and  Molina  found  that  the 
very  inertness  of  CFCs  made  them 
destructive  to  the  ozone  layer.  Released 
into  the  atmosphere,  CFCs  remain 
intact,  floating  slowly  upward.  As  they 
reach  the  edge  of  the  atmosphere,  a 
small  percentage  of  CFC  molecules  are 
broken  apart  by  solar  radiation,  releas- 
ing chlorine  atoms.  These  combme 
voraciously  with  ozone,  destroying  it  at 
an  incredibly  rapid  rate.  As  the  ozone 
layer  thins,  more  ultraviolet  radiation 
reaches  the  Earth's  surface.  The  human 
consequences  include  more  skin  cancer 
and  more  cataracts — both  directly 
related  to  ultraviolet  exposure — as  well 
as  crop  damage.  A  degraded  ozone  layer 
may  even  constitute  a  threat  to  the 
entire  ocean  ecosystem:  Ultraviolet 
radiation  appears  to  be  especially  harm- 
ful to  phytoplankton,  the  one-celled 
organisms  at  the  base  of  the  marine 
food  chain. 

Recent  studies  have  shown  that  the  size  of  the 
Antarctic  ozone  hole  apparently  is  increasmg,  cov- 
ermg  10  million  square  miles  in  1989  and  some- 
times reaching  inhabited  regions  of  New  Zealand 
and  southern  Australia.  Discovery  of  the  Antarctic 
ozone  hole  was  one  of  the  factors  that  in 
19<S7  led  35  nations  to  sign  an  unprece- 
dented mternational  agreement,  the 
Montreal  Protocol.  These  nations 
pledged,  among  other  things,  to  halve 
most  CFC  emissions  by  1998.  Shortly 
afterward,  l^u  Pont,  the  major  producer 
of  CFCs  in  the  United  States,  reiterated 
a  corporate  pledge  made  in  the  1970s  to 
phase  out  CFC  production  before  the 
end  of  the  cenrury.  Other  manufacturers 
and  users  of  C!  (~  have  also  been  spurred 
mto  action. 

Take  the  electro;  ics  industry:  It 
accounts  for  12%  of  CFC  use  in  the 
United  States.  Ir.  ,anuary  1988,  AT&T 
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of  the  Antarctic  ozone  hole,  showing  ozone  depletion  over  10  millr. 
—encompassing  areas  over  New  Zealand  and  southern  Australia. 

became  the  first  company  to  announce  plans  for  ? 
CFC-free  manufacturing  environment.  IBM  has 
pledged  to  end  CFC  emissions  from  all  its  manulc 
turing  facilities  by  the  end  of  1993;  it  reduced  i'A- 
emissions  from  its  plant  in  San  Jose,  Calif.,  by  5{^r 
in  1988.  NCR,  another  major  computer  compan 
has  established  in-house  CFC  recy- 
cling plants  at  facilities  in  San  Diei. 
Minneapolis,  and  Columbia,  S.C., 
replacing  CFCs  with  water-based  p^- 
cesses  in  several  instances. 

Meanwhile,  CFC  manufacturers, 
including  Du  Pont  and  AUied-Sigrjl. 
have  begun  to  develop  and  manufad 
ture  replacement  chemicals  that  wi 
not  damage  the  ozone.  This  major  I 
effort  will  cost  Du  Pont  alone  $1  b| 
lion,  the  company  estimates.  One 
approach  is  to  use  replacements  thJ 
do  not  contain  chlorine;  another  is 
develop  substitutes  that  break  dowj 
in  the  lower  atmosphere.  continuX 


"AT&T  takes  its  envi- 
ronmental responsir 
bility  seriously. 
...Toxic  waste  and 
toxic  emissions  are 
an  indictment  of  the 
quality  process.  We 
want  to  prevent 
them  at  the  source/^ 

Robert  E.  Allen,  CEO,  AT&T 


Tb  Deterrnine  The  Best 
M- Aromd  4x4  Vehicle, 
4-Wheel  &  Off-Road  Mag^ine 
Conducted  A  Fierce, 
Competitive  Contest. 


No  Contest 


was  called  "The  War  of  the  Winners."  4-Wheel  &  Off-Road  magazine  tested  this  year's  4x4  of  the  Year,  which 

at  out  all  the  latest  imports  and  domestics,  against  past  4x4  of  the  Year  winners. 

They  conducted  rigorous  off-road  tests  on  steep  mountain  trails.  Horsepower,  engine  strength,  suspension, 

le  control,  body  styling,  fit  and  finish,  as  well  as  interior  ergonomics  were  all  compared  and  evaluated. 

And  when  all  the  data  was  tabulated,  one  vehicle  emerged  as  "The  Best  of  the  Best."  Jeep  Cherokee;  With 

4.0  litre  177  horsepower  engine,  the  most  powerful  in  its  class,         rp-i        *         1  T  * 

d  exclusive  shift-on-the-fly  full-time  four-wheel  drive  capability         i  iieTeS  Wniy  WDC  Jeep- 
There  are  a  lot  of  4x4's  on  the  road  today  But  when  you  com-      "T~j        7  pSiT 

re  them  with  the  best,  it's  still  no  contest.  There's  only  one  Jeep.       A.ClVdnta,ge-  VjiirySler 


Q  J  Proiecls  engine  antl  powcrtrain  for  7  ycar^  or  70,0(>0  nliles  and  against  OLiterbody  rust-ihnnigh- 
lor  7  years  or  100.000  miles.  See  limited  warranty  at  dealer.  Dediu  lililes  and  n-strietions  apply.  ' 


rcpslered  trademark  of  Chrysler  CoiTWration.   Btickle  up  for  safety 


"A  goal  of  zero  emissions  is 
scientifically  impossible  to 
achieve  in  an  industrial  societ 
But  it  is  the  only  goal  which 
will  keep  us  stretching  for  eve 
greater  improvement." 
Richard  J.  Mahoney,  CEO,  Monsantc 


But  CFCs  are  nor  the  only  threat  to  the  ozone 
layer.  Another  problem  is  halons,  which  contain 
bromine  atoms  that  destroy  ozone  with  even  greater 
efficiency  than  does  chlorine.  Halons  are  widely 
used  in  hre  extinguishers,  especially  in  tacilities 
where  water  cannot  be  used  to  tight  tires.  Studies 
show,  however,  that  most  halon  emissions  occur  not 
during  tires  but  when  systems  are  tested;  alterna- 
tive chemicals  and  testing  methods  could  cut  dis- 
charges by  two-thirds. 

NO  EASY  ANSWERS 

The  salvation  ot  the  ozone  layer  and  cleansing  of 
our  air  have  one  thing  in  common:  Both  require 
unprecedented  cooperation  across  state  lines  in 
America  and  across  international  boundaries  as 


Annual  Greenhouse  Heating  Increase 


Billion  tons  of  carbon  equivalents 


196? 


■■BB  ChlorofluorocarbGris 
Source:  Wor\6  Resources  1990-91 


Driven  by  rising  emis'-ion  rates  for  gases,  the  potential  for 
greenhouse  heating  o'  the  atmosphere  Is  increasing  rapidly. 
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well.  Air  pollution  is  arguably  a  more  difficult  pro 
lem  than  ozone  depletion  because  it  is  a  com.plex 
set  ot  problems  that  require  difterent  approaches, 
says  Richard  Ayres,  chairman  of  the  National  CI 
Air  Coalition.  "We  believe  that  the  declining  air 
quality  in  our  cities  can  fairly  be  characterized  as 
public  health  crisis." 

There  is  the  problem  of  urban  air  pollution,  whi 
in  many  cities  has  become  a  clear  health  hazard. 
Some  150  million  Americans  live  in  urban  areas 
where,  on  certain  days,  the  air  has  been  declared 
untit  to  breathe  by  the  Environmental  Protection 
Agency.  More  than  half  the  American  population 
lives  in  counties  where  ozone  levels  exceed  the 
EPAs  health  safety  standard  at  least  once  each  ye 
Internationally,  the  World  Health  Organization 
estimates  that  ~09t  of  the  global  urban  populatio 
breathes  air  that  contains  unhealthy  levels  of  sus- 
pended particles  at  least  some  of  the  time,  and  th 
2^  of  54  cities  with  available  data  on  sulfur  dioxi 
were  near  or  over  the  recommended  health  stand 
for  this  pollutant. 

Polluted  air  endangers  other  living  species,  to 
in  the  form  of  acid  compounds  that  tall  trom  the 
sky.  Sulfur  dioxides,  nitrogen  oxides,  and  other 
acidic  compounds  are  emitted  by  automobiles,  po 
plants,  and  other  fossil-fuel-burning  facilities. 
These  pollutants  dritt  with  the  prevailing  winds, 
descending  in  snow,  rain,  and  mist  on  forests  an 
lakes.  The  change  in  acidity  may  sicken  trees  an 
kills  tish  and  other  inhabitants  of  treshwater  lake 

A  1984  survey  in  the  United  States  found  mor  J 
than  500  strongly  acidic  lakes;  a  Canadian  sur\^e}i 
revealed  that  50,000  lakes  in  that  country  were  r 
dead.  In  Europe,  the  share  of  forests  showing  dan 
age  attributable  in  part  to  acid  deposition  increafd 
from  89c  in  1982  to  52^  in  1988.  A  total  of  12" 
million  acres,  more  than  a  third  of  Europe's  fores, 
have  been  blighted  by  acidic  pollutants. 

Damage  to  other  valued  resources  is  also  great 
Many  cultural  monuments  in  ancient  cities  are 
being  eaten  away  by  polluted  air.  Natural  vistas 
being  obscured:  Witness  the  persistent,  sulfuric 
haze  that  otten  shrouds  the  view  ot  the  Grand  Can 

continued  on  pag 
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^es  and  Ears  of 
g  Global  Change. 

 )    The  environmental  changes  on  planet  Earth  have  become  worldwide  concerns. 

The  challenge  now  is  to  understand  these  global  changes  and  why  they  are  occurring. 

GE  Astro  Space  is  working  with  NASA  to  develop  the  first  space  observation  platform 
that  will  be  the  eyes  and  ears  of  global  change.  As  part  of  the  Earth  Observing  System 
(EOS)  program,  the  satellite  will  fly  up  to  20  monitoring  instruments  on  a  five-  to  ten-  ' 
year  data  collection  mission.  Looking  at  Earth's  land,  water,  atmosphere,  and  polar  caps 
simultaneously,  the  platform  will  provide  a  worldwide  network  of  scientists  with  data  in 
order  to  understand  global  change. 

With  a  strong  and  stable  commitment  by  United  States'  policy  makers,  the  EOS  polar- 
orbiting  platforms  will  commence  their  essential  flights  as  early  as  1997.  Before  the  turn 
of  the  century,  we'll  begin  to  understand  what  mankind  must  do  to  maintain  a  viable 
planet  Earth.  .  .  ..    ■        •     -•  •  »  -  • 
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GE  Astro  Space 

We  bring  good  things  to  life. 


CFC  CONTROL 


There  are  two  ways  to  reduce  the 
destruction  of  the  ozone  layer 
by  chlorofluorocarbons  (CFCs): 
Over  the  short  run,  prevent 
escape  of  CFCs  into  the  atmosphere 
by  using  machinery  to  capture  and 
recycle  them.  Over  the  long  run, 
replace  them  with  ozone-safe  gases. 

American  industry  is  movmg 
ahead  rapidly  on  both  fronts.  Many 
companies  that  make  and  use  large 
amounts  of  CFCs  already  have 
pledged  to  phase  them  out  as  rapidly 
as  possible.  Some  examples: 

■  AT&T  says  it  will  eliminate  use  of 
CFCs  to  clean  components  in  its 
electronic  manufacturing  processes 
by  1994.  It's  already  using  a  biode- 
gradable solvent  derived  Irom 
oranges  and  wood  pulp  to  replace 
CFCs  for  cleaning  some  electronic 
products.  AT&T's  new  circuit  board 
plant  in  Singapore  was  the  first  in 
the  industry  to  be  CFC-free. 

■  IBM  pledges  a  worldwide  CFC 
phaseout  m  electronics  production 
by  1993.  It  reduced  emissions  from 
its  San  Jose,  Calif,  facility  by  50% 
in  1988  by  switching  to  a  water- 
based  cleaning  system  for  electronic 
components.  The  company  expects 
to  eliminate  CFCs  from  the  manu- 
facture of  packaging  materials  by 
the  end  of  1990. 

■  Other  companies  have  set  different 
deadlines  for  CFC  reductions  and 
phaseouts:  Boeing's  goal  is  a  60% 
reduction  by  1992  and  90%  by  1999; 
Member  companies  of  the  American 
Electroi^ics  Association  (which  col- 
lective!\  .,se  330  million  pounds  a 
year)  sa;     -ey  will  reduce  emissions 
50%  in     ■  )i. 

■  Among  '  ii(  companies  working  to 
develop  Ct  C  repi.icements,  ICI 
Americas,  the  U.  S.  operating  sub- 
sidiary of  Imperial  Chemical 
Industries,  is  planning  to  buiid 


AT&T  engineers  test  a  device  that  could  eliminate  use  of  CFCs  in  cleaning  circuit  board. 


plants  here  and  in  England  for  pro- 
duction of  HCF-134a,  a  hydrogen- 
containing  substitute  for  CFC-12, 
used  in  refrigerators  and  air  condi- 
tioners. HCF-134a  breaks  down 
quickly,  preventing  ozone-destroy- 
ing chlorine  from  reaching  the 
stratosphere. 

Saab,  the  Swedish  auto  company, 
is  redesigning  its  car  air  condition- 
ers for  a  switch  to  HCF-134a  by 
1991.  Du  Pont,  AUied-Signal,  and 
other  CFC  manufacturers  are  in  the 
midst  of  research  and  development 
programs  to  find  replacements  for 
other  CFCs. 

■  There's  a  similar  drive  to  prevent 
the  billions  ot  pounds  of  CFCs  in 
existing  air  conditioners  and  refrig- 
erators from  escaping.  For  example. 
General  Motors  is  one  of  several 
manufacturers  to  develop  recycling 
machines  that  capture  CFCs  from 
auto  air  conditioners  and  purify  it 
for  reuse.  Valvoline  Inc.  will  market 


a  comparable  system  developed  by 
Draf  Industries,  a  New  York  com- 
pany specializing  in  recycling  equi 
ment.  Nissan  Canada  has  already 
equipped  its  185  dealers  with  a  CF' 
recovery  and  recycling  system. 
Carrier  Corp.,  a  United  Technologi 
subsidiary,  has  introduced  a  recy 
cling  system  for  commercial  refrig- 
erator units,  capable  of  recycling  uj 
to  3,300  pounds  of  CFC- 11  at  a 
time.  Carrier  will  also  start  market 
ing  commercial  refrigerators  using 
CFC  replacement  this  year. 

■  Gains  from  recycling  can  be 
impressive.  Polaroid,  for  example, 
reduced  its  CFC  emissions  from 
59,000  pounds  in  1988  to  2,000 
pounds  in  1989  by  installing  recycle 

■  Attention  to  detail  also  helps  sav 
the  ozone  layer.  GM  and  other 
automakers,  for  instance,  reduced 
leakage  from  auto  air  conditioners 
by  using  new  hose  materials  and 
improved  couplings  and  seals. 
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Look, 
Bur  Don't. 
Touch 


Panthertown  Valley.  A  wide 
corridor  of  majestic  wilderness. 

Duke  Power  purchased  this 
valley  to  provide  much  needed 
electricity  to  the  Western 
North  Carolina  mountains. 

When  the  work  was  finished, 
the  land  could  have  been  sold 

to  high  bidders  for  resort  or 
condo  development.  But,  Duke 
Power  and  The  North  Carolina 

Chapter  of  The  Nature 
Conservancy  helped  preserve 

it  forever  as  part  of  the 
Nantahala  National  Forest. 

And,  because  the  valley  was  left 
as  nature  intended,  it  is  now 
only  those  who  see  this  view 
who  are  touched. 


DUKE  POWER 

W^'re  Proud  to  be  of  Service. 


"We  believe  that  the  declining 

air  quality  in  our  cities  can  fair*>'i^ 

be  characterized  as  a  public 

health  crisis." 

Richard  Ayres,  Chairman 
National  Clean  Air  Coalition 


I 


The  ravages  of  pollution  are  most  evi- 
dent in  popular  historic  places  visited  by 
millions  of  tourists.  The  great  buildings 
of  Athens  are  said  to  have  suffered  more 
deterioration  in  the  past  quarter-century 
than  in  the  previous  2,400  years.  The 
Taj  Mahal  is  endangered  by  polluted  air, 
as  are  the  monuments  erected  to  the 
Civil  War  soldiers  who  fought  at 
Gettysburg,  Pa.  Even  the  remote  Mayan 
temples  in  the  Yucatan  peninsula  are 
being  destroyed  by  chemical  reactions 
between  acidic  pollutants  and  stone. 

The  sources  of  the  pollutants  are  many. 
Automobiles  emit  carbon  monoxide,  nitrogen 
oxides,  and  hydrocarbons,  which  generate  ozone  by 
a  complex  set  oi  photochemical  reactions  induced 
by  solar  energy.  Pollutants  emitted  by  coal-  and  oil 
burning  power  plants  and  factories  include  part- 

W 


Cub  scouts  tour  Tokyo  Electric's 
Yokusaka  power  plant. 


chnician  at  West  Germany's  Essen  Research  Center  tests  the  effects  of  acid 
rain  on  plants. 
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iculates,  sulfur  dioxides,  and  nitroger 
oxides.  Hundreds  of  potentially  toxic 
chemicals  used  in  industrial  and  com 
mercial  processes  are  released  from 
thousands  of  factories  and  workplace; 
In  Mexico  City,  one  of  the  most  pol- 
luted cities  in  the  world,  headaches, 
drowsiness,  burning  eyes,  skin  rashes 
and  other  illnesses  linked  to  air  pollu 
tion  are  common. 

The  United  States  took  the  lead  in 
air  pollution  control,  starting  with  tl 
Clean  Air  Act  in  1970.  Among  othei 
provisions,  the  act  required  use  of  cat 
alytic  converters  on  all  new  automobiles.  The 
newest  generation  of  converters  reduces  hydrocarbd 
and  carbon  monoxide  emissions  by  more  than  90/ 
and  nitrogen  oxides  by  more  than  75%.  An  added 
benefit  of  converters  is  that  they  require  unleaded 
J  gasoline;  recent  evidence  that  even 
i  small  amounts  of  lead  in  the  blood  c; 

diminish  intellectual  performance 
V  prompted  the  phaseout  of  leaded  fue 
in  most  industrial  countries.  Howev(, 
i  the  demand  for  even  stricter  emissioi 
controls  has  grown  because  these  gai 
have  been  largely  offset  by  an  increa< 
in  the  number  of  autos  and  miles 
driven.  But  Gordon  Rinschler,  a 
Chrysler  executive  engineer,  points 
out  that  there  are  limits  to  what  can 
be  done.  "Can  we  reduce  emissions  t 
lower  levels?  Maybe.  But  it's  not  po< 
sible  to  go  to  zero." 

It's  much  the  same  story  with  poll 
tion  from  fixed  sources,  such  as  gene 
ating  plants  and  factories.  Technologi  l 
advances  in  pollution  control  have 
been  impressive.  Much  of  the  visiblf 
smoke  that  U.S.  factories  once  belchp 
into  the  air  has  disappeared.  But  otfr 
emissions — including  sulfur  dioxidd 
and  nitrogen  oxides — have  proven  | 
tougher  to  control,  due  in  part  to 
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toblem: 

icinerating  larger 
jantities  of  hazardous 
aste  safely,  faster  and 
lore  economically. 


Solution: 

utilizing  clean  burning 
natural  gas  in  the 
advanced  Pyretrori"  oxy- 
gas  incineration  system. 


Results: 

In  EPA  tests  against  air-only 
incinerators,  Pyretron  doubled 
the  waste  feed  rates  while 
handling  60%  larger  loads 
without  exceeding  EPA 
emission  limits.  Cost  savings 
are  significant. 

America's  best  energy  value 


ir  more  information,  contact:  American  Combustion,  Inc.,  2985  Gateway  Dr.,  Norcross,  GA 30071.  (404)  662-8156. 

%  1990  American  Gas  Association-. 
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Another  advertiser 
promising  you  tlie  worid« 


:ts  (as 
lOo),  w 
petr( 


YELLOW  RIVER  DELTA 


If  you'd  like 
all  of  South 
Eost  Asia, 
we've  got  it. 

Central 
America?  It's 
yours. 

Europe? 
The  Middle 


East?  Pittsburgh? 

We  can  supply  those  too. 

In  fact,  we  hove  up-to-date  accurate 
satellite  images  of  virtually  every  vil- 
lage, city,  country,  region  and  conti- 
nent in  the  world. 

But  that's  not  the  half  of  it. 

With  more  remote  sensing  capabil- 
ity than  anything  else  in  orbit,  our 
Landsat  satel- 
lites gather 
data  on  a 
host  of  physi- 
cal charac- 
teristics, 
including 
temperature, 

moisture,  ■■  ,15^ 

density  ond  texture. 

And  V  hen  these  are  interrelated. 


1-800-545-3570  U.S. 
FAX  I-301-S52-5476 
TELEX  27768SLSATUR 


you  can  learn  considerably  more 
about  a  location  than  simply  what  it 
looks  like. 

Whether  it's  swampy  or  arid,  for 
example. 

Whether  a  nearby  volcano  is  active 
or  dormant.  Whether  corn  will  grow 
there.  Or 
rice.  Or 
on/thing. 

Whether 
the  plant  site] 
you're  con- 

f±s?^lf 
to  sufficient  access  roads. 

Or  a  sub-division  is  too  near  a  geo- 
logical fault. 

Landsat's  remote  sensors  are  so 
accurate  that  data  they've  yielded 
have  been  used  to  discover  crop  dam- 
age in  seemingly  healthy  crops. 

To  detect  a  variety  of  grass  previ- 
ously unknown  to  botanists. 

Even  to  measure  ocean  depths  that 
were  literally  unfathomable  before. 

In  point  of  fact,  we  can  bring  excep- 
tionally detailed  and  probably  unex- 
pected information  to  decisions 


business  people  make  every  day,  ofsf elect 
everything  from  construction  to  crojj 
rotation. 

And  we  can 
do  it  for  a 
price  that 
isn't,  well, 
astronomical. 

cu'rToS'coJfo,  F«>R,ANOPOL,.„„_ 

less  than  you  would  pay  for  conver  r 
tional  aerial  photography,  or  on-si1' 
inspection. 

So  if  you'd  like  to  know  how  you  11 
put  our  resources  to  use,  why  not  gf  a^jj  j^^. 
us  a  call?  i 

lfourda|«S 

can  help,  v'l  . 
introduce  >l 
to  a  consul , 
tant  who'll 
work  with  ,''*rsca 
those  data  aj-,niouni 
give  you  exactly  the  information  yci  _.i 
need.  j' 
And  there's  one  thing  that  we  co  !  ' 


COPENHAGEN 


absolutely  promise. 

Noboay  on  earth  can  give  you 
information  the  way  we  can. 


4300  FORBES  BOULEVARD,  LANHAM,  MARYLAND  20706 


t  devices, 


cial  and  political  factors.  Elimination  ^ 
high-sulfur  coal  would  put  thousands  g 
Appalachian  miners  out  of  work,  for  % 
ample,  and  scrubbers  used  to  clean  up  g 
Ifur  emissions  from  power  plants  are  | 
pensive.  < 

;LEAN  COAL"  I 

le  emphasis  on  pollution  control  from 
ed  sources  is  on  "clean  coal"  technol- 
y.  Globally,  coal  is  much  more  abun- 
nt  than  oil.  Coal  looms  increasingly 
portant  because  the  United  States  has 
indigenous  supply  sufficient  for  cen- 
ries  (as  do  China  and  the  Soviet 
lion),  while  a  growing  percentage  of 
r  petroleum  products  must  be 
ported.  Coal-burning  power  plants 
sady  provide  half  our  electricity,  and 
■  of  electricity  is  growing  faster  than 
isumption  of  other  forms  of  energy.  If 
•sent  trends  continue,  coal  will  sur- 
s  petroleum  as  the  primary  fuel  in 
ny  countries  within  20  years;  coal 
iduction  could  triple  by  the  middle  of 
21st  century. 

3ut  all  coal  contains  some  sulfur, 
len  coal  is  burned,  sulfur  dioxide  is 
'duced.  Many  areas  now  forbid  use  of 
h-sulfur  fliel.  As  a  result,  a  number  of 
thods  are  being  used  to  reduce  these 
issions.  Some  sulfur  can  be  removed  from  coal  by 
ihing  prior  to  burning.  But  most  industries 
e  relied  on  scrubbers,  which  remove  sulfur  diox- 
from  the  gas  as  it  travels  up  the  smokestack, 
ubbers  can  be  up  to  95%  effective,  but  they  use 
^e  amounts  of  water  and  produce  a  kind  of 
ige  that  requires  special  disposal.  And  scrubbers 
not  used  in  every  plant.  Indeed,  only  40%  of 
i.  coal-burning  power  plants  are  equipped  with 
56  devices.  The  cost  of  retrofitting  scrubbers  to 
sr  plants  is  estimated  at  $12  billion  or  more 
"Jitrogen  oxides  are  a  nastier  problem,  because 
<f  are  inherent  in  combustion.  There  are  tech- 


Nuclear  power  plant  near  Mannheim,  Germany 


nologies  that  modify  the  combustion  process  to 
reduce  nitrogen  oxide  emissions,  but  the  technique 
is  at  best  50%  effective. 

Nonetheless,  utilities  and  other  large  users  of 
coal  can  point  to  some  impressive  advances.  Nitro- 
gen oxide  emissions,  which  rose  steadily  in  the 
United  States  until  1977,  have  been  decreasing 
slowly  for  more  than  a  decade.  And  while  U.S.  util- 
ities increased  coal  consumption  by  76%  between 
1973  and  1986,  sulfur  dioxide  emissions  from  these 
plants  decreased  18%  over  the  same  period.  A  con- 
tinuing decrease  in  sulfur  dioxide  emissions  is 
expected  over  the  next  three  decades,  as  new  power 
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stations  with  advanced  pollution-control  systems 
replace  aging  facilities. 

CONFLICTING  DESIRES 

But  the  successes  of  the  past  are  not  the  demands  of 
the  future.  Our  society  has  an  unslaked  thirst  for 
energy;  it  also  has  an  increasingly  urgent  desire  for 
cleaner  air.  Given  those  conflicting  desires,  technol- 
ogy must  move  ever  taster  to  meet  society's  needs. 

Specific  technologies  for  cleaner  energy  produc- 
tion are  being  tested  with  all  due  speed.  One  new 
technology  that  promises  to  reduce  emissions  ot 
both  sulfur  dioxide  and  nitrogen  dioxide  is  tluidized- 
bed  combustion.  Another  promising  technology 
uses  gas  from  coal  to  run  an  electricity-generating 
turbine,  with  a  second  turbine  powered  by  excess 
heat  that  would  otherwise  go  to  waste. 


ADVICE  AND  DISSENT 

They're  contentious  and  contagious.  They're 
the  McLaughlin  Group,  (clockwise  from  left)  Jack 
Germond.  Eleanor  Clilt.  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke.  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

theMcL.\LGHLINgrolt 


Check  your  lo;  al  listing  for  station  and  time. 


i^e  bring  good  things  to  fife. 


Ultimately,  the  issues  are  social  and  political  as 
much  as  technological.  How  clean  do  we  as  a  nati 
or  planet  want  our  air  to  be,  and  how  much  are  wi 
willing  to  pay  to  achieve  that  goal?  Virtually  ever 
one  is  in  favor  of  cleaner  air.  Yet  nearh"  20  years 
after  passage  ot  the  first  Clean  Air  Act,  almost  ha 
the  U.S.  population  is  exposed  to  unhealthy  air, 
acid  rain  continues  to  degrade  our  lakes  and  foresi 
and  more  than  2.5  billion  pounds  of  toxic  chemi 
cals  are  pumped  into  the  atmosphere  by  U.S.  corr 
panies  every  year. 

There  are  increasing  signs,  however,  that  our 
resolve  is  making  a  comeback.  A  new  Clean  Air  A 
proposed  by  the  Bush  Administration,  is  wending 
its  way  through  Congress  and  seems  certain  of 
passage  in  some  torm.  It  will  require  reductions  i 
emissions  of  pollutants  that  cause  acid  rain  and 
contribute  to  urban  smog.  In 
Calitornia,  even  more  stringent  | 
emission  limits  are  being  proposi 
tor  virtually  all  sources  of  air  poU- 
tion.  Individual  companies  are  < 
already  sharply  cutting  toxic  em 
sions  and  recapturing  or  phasing 
use  ot  CFCs.  The  oil  industn,-  is 
introducing  less-polluting  torm 
tions  of  gasoline,  and  the  utility 
industry  is  on  the  verge  of  bring 
new,  more  efficient,  and  less-pol 
ing  energy  technology  on-line. 

In  the  end,  a  change  in  the  ai 
will  come  only  with  a  change  in 
attitudes.  The  air  is  the  ultimat 
global  commons — mixed  and 
moved  around  the  globe  by  the 
winds;  shared  by  all  living  thin, 
used  and  reused  tor  many  diffen 
purposes.  It  not  only  sustains  li: 
but,  in  the  ozone  layer,  shelters 
from  the  harsh  ultraviolet  rays  ofSf 
sun  and  butters  the  Earth  from  c- 
tremes  of  hot  and  cold.  The  air  nisi 
increasingly  be  seen  as  a  commc 
resource,  not  a  common  sewer.  \ 
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Shedding  light  on  a  natural  phenomenon 


es  can  separate 
i  from  heat.  They 
']  :t  some  of  the  heat, 
I  '  the  rest  passes 
!  igh  them.  They  use 
':  "cold"  light  in  pho- 

Hhesis. 


:  tt's  special  glass 
■  :tors  also  separate 
1  from  heat,  allowing 
6  of  the  heat  gener- 
I  by  a  light  bulb  to 
t  through  the  back  of 
i  effector  The  special 
i  dioxide  coating 
'  1  the  lamp  manufac- 
puts  on  the  glass 
'is  just  the  "cold" 
creating  pleasant 
3  latural  lighting. 


Concentrated  light  generates  a 
great  deal  of  heat.  And  because 
leaves  are  constantly  exposed 
to  strong  rays  of  sunlight,  they 
have  a  very  special  ability.  To 
keep  from  drying  out,  they  reflect 
a  certain  amount  of  the  heat  and 
allow  the  rest  to  pass  through 
them.  In  photosynthesis,  they 
use  only  "cold"  light. 

 Reflectors  in  low  voltage 

halogen  lamps  also  separate 
light  from  heat,  but  in  this  case 
the  process  works  in  reverse. 
With  the  addition  of  a  silver 
dioxide  coating,  they  reflect 
"cold"  light  and  allow  heat  to 
pass  through  the  wall  of  the 
reflector. 


 This  can  only  be  achieved 

by  using  glass,  because  unlike 
metal,  it  allows  heat  waves  to 
pass  through  it.  But  of  course, 
this  application  requires  a  spe- 
cial kind  of  glass.  It  has  to  be 
highly  heat  resistant  and  able 
to  withstand  thermal  shock  - 
especially  when  used  in  halo- 
gen lamps  where  temperatures 
exceed  4532  °F. 

 Special  glass  reflectors, 

available  from  Schott  America, 
are  just  one  example  of  how 
Schott's  innovative  develop- 
ment responds  to  specific 
needs.  In  today's  world,  special 
glass  helps  keep  technology 
advancing. 


 Schott  worldwide:  50,000 

products,  50  production  facili- 
ties, represented  in  more  than 
100  countries,  with  over  $  1  bil- 
lion in  sales. 

 Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B19,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


n 

O  SCHOTT 

Nobody  knows  more  about  glass. 


EMISSION  MISSIONS 


The  John  Deere  foundry  in  Waterloo, 
Iowa,  was  releasing  into  the  air 
more  than  700,000  pounds  a 
year  of  trichloroethane,  a  toxic 
solvent  used  to  manufacture  engine 
cylinder  heads  and  similar  compo- 
nents. But  a  switch  to  a  new,  non- 
toxic material,  reduced  emissions  to 
zero,  and  John  Deere  is  saving 
$380,000  a  year  in  production  costs. 

The  Geneva  Foundry,  a  small, 
family-owned  business  in  upstate  New 
York,  was  running  two  coke-tired 
ovens  that  emitted  sulfur  dioxide  and 
other  pollutants  in  its  stack  gases.  The 
company  installed  electric  furnaces 
that  virtually  eliminated  air  pollu- 
tants vi'ithout  emission  controls. 

In  Ontario,  Canada,  Inco  Ltd.  is 
planning  to  spend  $500  million  to 
cut  sulfur  emissions  from  its  giant 
Sudbury  smelter.  Reductions  will 
come  from  changes  in  the  pretreat- 
ment  of  ore  and  in  the  furnace  tech- 
nology used  to  refine  copper  and 
nickel  ores. 

A  General  Motors  plant  in  Pontiac, 
Mich.,  has  been  using  a  circulating 
fluidized  bed  boiler  that  burns  coal 
in  a  bed  of  ash,  sand,  coal,  and  lime- 
stone through  which  air  is  circu- 
lated. Chemical  reactions  convert 
sulfur  in  the  coal  to  particles  that  are 
filtered  out  before  they  can  go  up 
the  smokestack. 

These  examples  show  that,  from 
the  smallest  to  the  largest,  companies 
arc  putting  new  emphasis  on  air- 
pollution  prevention.  Many  have 
company-wide  programs,  such  as 
Pohifc  id's  Waste  Reduction  Now, 
designed  to  increase  efficiency  by 
redutnig  pollution.  In  one  example 
of  the  program's  successes,  Polaroid's 
Walt'n.jm,  Mass.,  manufacturing 
plant  :;.is  prevented  release  of  2,900 
galk  '  s  K)i  m.ethylene  chlori  te,  a 
toxic  sdivent  used  in  dye  s^  ithesis. 
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by  installing  a  simple  cleaning  device, 
saving  $6,300  a  year. 

Volvo  has  introduced  an  "environ- 
mental engine"  and  a  filter  system  on 
diesel  engines  for  buses  and  trucks 
that  cuts  emissions  of  particles  by 
809f  and  reduces  other  pollutants  by 
at  least  half.  In  addition,  the  CEO  of 
Volvo,  Pehr  Gyllenhammar,  has 
called  for  a  ban  on  cars  in  city  cen- 
ters as  the  only  way  to  reduce  traffic 
chaos  and  stop  pollution. 

Monsanto  Chemical  Co.  has  set  a 
corporate  goal  of  909?  reduction 
in  hazardous  air  emissions  by  1992, 
with  an  ultimate  goal  of  zero  emis- 
sions. Employee  teams  in  each  plant 
now  review  processes  to  identify 
pollution-reduction  opportunities. 
Monsanto  reported  an  overall  ! 
pollution  reduction  in 
1988.  The  company's 
plant  in  Luling,  La., 
reduced  emissions  of 
ammonia  by  1.5  mil- 
lion pounds  in  1988  by 
a  combination  of  man- 
ufacturing  process 
changes  and  better 
controls. 

One  major  drive  is  to 
develop  technology  for 
clean  coal  combustion. 
With  help  from  the 
federal  government, 
new  technologies  to 
improve  on  the  perfor- 
mance of  today  's  pollu- 
tion-control  equip- 
ment are  being  tested 
across  the  country. 

In  Pensacola,  Fla., 
for  example.  Gulf 
Power  Co.'s  Crist  plant 


burning  of  high-sulfur  coal.  In 
Paducah,  Ky.,  the  Tennessee  Valley 
Authority's  Shawnee  power  plant  is 
running  a  test  of  atmospheric  fluid 
ized-bed  combustion,  which  could 
reduce  sulfur  dioxide  emissions  froi 
generating  plants  by  90%.  Ohio 
Edison's  Edgewater  plant  in  Lorain 
testing  a  technology  that  injects 
limestone  and  uses  special  burners 
substantially  reduce  sulfur  dioxide 
and  nitrogen  oxide  emissions.  And 
the  High-Sulfur  Test  Center  of  the 
Electric  Power  Research  Institute, 
financed  by  the  utility  industry,  is 
testing  a  variety  of  techniques  to 
reduce  sulfur  dioxide,  nitrogen  oxic 
and  particulate  emissions  at  the 
Somerset  generating  plant  of  New 
York  State  Electric  &  Gas  in  Ithaci^ 


is  evaluating  selective 
catalytic  reduction,  a 
chemical  process  that 
could  enable  clean 


Thermal  oxidizers,  like  this  one  at  3IVI's  White  City,  Or<  < 
plant,  will  help  the  company  reduce  worldwide  air  emis  i 
slons  70%  by  1992  in  the  U.S.  and  by  1993  worldwide 
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Our  motto  is  more  than  pretty  words.  It's  the  fabric  of  our  business. 
We  make  advanced  construction  equipment,  presses,  lasers  and  robots:  intelligent  machines, 
enlightened  users.  Komatsu  technology  is  designed  to  meet  local  needs  and  global  concerns  for 
environment.  And  build  better  communities  without  sacrificing  the  quality  of  life. 

At  the  same  time,  we  support  open  markets  through  cooperative  ventures  around  the  world, 
erever  we  go,  Komatsu  seeks  local  partners  to  share  the  benefits  of  technology  and  prosperity, 
take  part  in  community  life  as  a  neighbor.  And  we  also  sponsor  quality 
•orts  in  our  local  markets,  at  home  in  Japan. 

That's  just  a  sample  of  how  one  company  works  for  the  world, 
dest  efforts,  for  mutual  rewards.  Consider  how  much  we  can  accomplish    "  f^^^ 
'•''t  work  with  care,  patience  and  imagination.  Together. 
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l-iA  l^^^l^iV  ^AT^iSTT   ^eaa  Office  2-3-5.  AxasaKa.  Minato-ku,  Tokyo  107,  Japan      '^Hjj^  ~^  ^ 
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ALTERNATIVE  FUELS 


Today's  new  auto  emits  96%  less 
carbon  monoxide,  96%  less 
hydrocarbons,  and  76%  less 
nitrogen  oxides  than  a  compa- 
rable 1967  model.  But  Americans 
drive  half  again  as  many  miles  now 
as  they  did  then,  and  more  of  those 
miles  are  in  stop-and-go  traffic, 
which  maximizes  pollution.  Strict 
new  emission  laws  for  autos  have 
spurred  a  drive  tor  alternative, 
cleaner-burning  fuels.  The  three 
U.S.  domestic  car  manufacturers  and 
14  petroleum  companies  have 
started  a  joint  research  and  testing 
program  on  alternative  tuels,  and 
individual  corporations  have  begun 
efforts  of  their  own.  The  leading 
contenders: 

■  Relormulated  gasolme.  Arco  was 
first  on  the  market  with  its  Emission 
Control-1,  now  being  sold  in  south- 
ern California.  Other  companies. 


such  as  the  Marathon  unit  of  USX, 
Exxon,  and  Shell  are  following  suit. 
The  process  removes  polluting  gaso- 
line components  such  as  butane, 
olefins,  and  aromatics  and  adds  a 
compound  called  methyl  tertiary 
butyl  ether  (MTBE),  which 
improves  combustion  efficiency, 
reducing  carbon  monoxide  by  9%, 
hydrocarbons  by  4%,  and  nitrogen 
oxides  by  5%.  Its  big  advantage  is 
that  existing  autos  wouldn't  have  to 
be  modified  to  use  it. 
■  Alcohol — either  methanol  from 
coal  and  natural  gas  or  ethanol  from 
corn  or  other  crops.  The  state  of 
California  is  buying  5,000  cars  that 
can  burn  either  methanol  or  gasoline 
from  General  Motors  and  Ford  for 
testing.  Methanol-powered  cars  have 
greatly  reduced  emissions  of  pollu- 
tants that  lead  to  formation  of 
ozone,  but  they  release  measurable 


ill 
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An  A(nc;it.u/i  Uas  Association  cogeneration  facility  in  the  Chicago  area 


amounts  of  formaldehyde,  a  suspectei 
cancer-causing  agent. 

■  Natural  gas.  It's  already  being  usei 
in  20,000  Canadian  vehicles  and  in 
some  sizable  U.S.  fleets:  Mountain 
Fuel  Supply  Co.  of  Salt  Lake  City 
has  105  vehicles  running  on  natural 
gas  and  the  Northern  Indiana  Publi 
Service  Co.  uses  75%-  natural  gas  in 
its  740-vehicle  fleet.  United  Parcel 
Service  is  testing  natural  gas  in  10 
trucks  in  New  York  for  possible 
nationwide  use.  Use  of  natural  gas 
reduces  nitrogen  oxides  by  25%, 
hydrocarbons  by  13%  compared  witl 
gasoline,  and  costs  substantially  les: 
But  it  requires  bulky  tanks  to  hold 
sufficient  fuel  for  adequate  range 
and  the  cost  of  conversion  is  $2,50C 
per  vehicle. 

■  Propane.  It's  the  most  widely 
used  alternative  fuel,  with  350,000 
propane-burning  vehicles  in  the 
United  States  and  3-5  million  world 
wide.  Propane  engines  not  only  last 
two  to  three  times  longer  than  gasc 
line  engines  but  also  have  substan- 
tially cleaner  exhaust  emissions. 
Phillips  66  Natural  Gas  Co.  is  con 
verting  31  fleet  vehicles  to  propane 
in  a  two-year  evaluation  program 
and  is  marketing  it  as  a  fleet  motor 
fuel  in  several  cities. 
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tACK  RECORD.  Deer,  turkey  and  other  animals  love  living  in  International 
per  forests.  It's  because  we  manage  our  woodlands  in  imaginative  ways  that 
;nefit  man  and  wildlife  alike.  Take  the  methods  our  foresters  use  to  control 
idergrowth  that  competes  with  trees  for  water  and  nutrients.  Naturally,  they 
iprove  tree  growth.  But  they  also  assure  browsing  animals  a  food  supply  that 
lesn't  outgrow  their  reach.  Thanks  to  such  resourceful  practices,  the  flash  of  white- 
Is'  hooves  and  the  natterings  of  wily  old  gobblers  are  far  more  common  sights 
d  sounds  in  International  Paper's  forests  than  on  unmanaged  lands.  Many  kinds 
creatures  depend  on  the  land.  We're  committed  to  managing  the  forests  we  con- 
)1  in  the  interests  of  all  of  them.  INTERNATIONAL  @  PAPER.  Use  our  imagination. 
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Meet  thee 
thatbeatt 


Dodge  Spirit  ES 


Plymouth  Acclaim  IJi 


83  out  of  100  car  owners  who  would  consider  buying  a  Japanese c 
to  Honda  Accord  EX.  76  out  of  100  rated  Dodge  Shak 


They  said  it  couldn't  happen.  But  it  did, 
in  a  recent  preference  test  conducted  by  U.S. 
Testing  Company  Market  Research,  Inc.** 
Two  groups  of  Ford  and  GM  car  owners  who 
would  consider  buying  a  Japanese  car  com- 
pared Dodge  Spirit  ES  and  Plymouth  Acclaim 
LX  to  Honda  Accord  EX.  Iwo  other  groups 
compared  Dodge  Shadow  and  Plymouth 
Sundance  to  Honda  Civic  DX.  They  rated 
the  cars  on  33  different  measurements. 

The  results  were  nothing  short  of 
astounding.  Spirit  and  Acclaim  were  over- 
wheimingly  preit  rred  to  Honda  Accord, 
currently  the  best-selling  car  in  America. 
Shadow,  with  a  2.2-liter  engine,  and 


Sundance,  with  an  available  2.5,  were  ra:i 
superior  overall  to  Honda  Civic  DX  by  a,, 
wide  margin.  f 

"They've  given  me  an  opportune 
to  like  an  American  car." 

That  was  typical  of  the  talk  after  th 
test.  Other  comments:  "Chrysler  has  cc|a; 
long  way"...  "It  will  surprise  you  on  justp 
much  car  you're  getting.  And  just  how  l:t. 
you're  getting  from  the  Japanese  car"... 
"Beautiful,  smooth  driving.  " 

Air  bags  vs.  no  air  bags. 

Spirit  ES  and  Acclaim  LX  have  a  drfif^^dj^ 
side  air  bag  as  standard  equipment.  Shajlij^^j,^ 


*(  imihii:nl  raw  scon-  ol  two  SO  iiKiiilur  panels  "Not  conncttcd  or  aflilialiil  with  tlic  I  i  S  (.ovcriinKiil  t(,a'.li  hack  on  new  9(1  dealer  stock  Sec  dealer  lor  di 


nencans 
9  Hondas 


Dodge  Shadow 


Plymouth  Sundance 


i  J  Dodge  Spirit  ES  and  Piymoutli  Acclaim  LX  superior  overall 
)  Plymouth  Sundance  superior  to  Honda  Civic  DX.  * 


and  Sundance  are  the 
lowest-priced  cars  in 
the  world  you  can 
buy  with  an  air  bag 
standard.  Honda 
Accord  and  Civic 
don't  have  this 
important  safety 
feature. 

^ow  it's  easy  to  own  a  winner. 

>^ith  Chrysler's  $1,000  Guaranteed 
es+  Spirit  ES  and  Acclaim  LX  are  about 
0  less  than  Honda  Accord  EX.  Shadow 
andance  are  lower  than  Civic++ 


If  you'd  like  complete  infc)rmation  about 
the  test,  write: 

U.S.  Testing  Company 
Market  Research,  Inc., 

PO.  Box  1411, 
Wheeling,  Illinois  60090. 


Advantage:  Chrysler. 
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CHRYSLER  •  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  ■  JEEP"'-  EAGLE 


ed  Claim  Form.  Cash  back  directly  Irom  Chrysler  t^orp  limited  time  otter  ttBased  on  sticker  price  comparison  of  comparably  equipped  models 


Los  Angeles 


The  Exxon  Valdez 
dumped  11  million 
gallons  of  oil  into 
Alaska's  Prince 
William  Sound,  the 
largest  but  hardly 
the  only  marine 
oil  spill. 


VALDEZ  OIL  SPILL 


Coastal  Poii 

The  New  York 
where  the  Hu 
River  empties 
Hudson  Bay.  i 
badly  polluted 
according  to 
U.N.  report,  s 
coastal  wate' 
almost  eve" 


Urban  Air  Pollution 

Mexico  City  has 
among  the  world's 
worst:  lead  levels 
are  so  high  as  to 
cause  brain  damage 
in  children. 


Lina  < 


Sao 


Santiago  • 


I 

-  Ozone  Hole 

The  gigantic  Antarctic 
ozone  hole  reflects 
ongoing  destruction 
of  the  protective 
ozone  layer  by  indus- 
trial chemicals  that 
have  reached  the 
stratosphere. 

DEFORE 


Once-local  environmental 
problems  have  taken  on  global 
proportions  as  we  come  to  realize 
that  everything  must  go  some- 
where. Emissions  of  chemicals 
alien  to  nature,  overpopulation, 
and  poverty  are  producing 
worldwide  threats,  including 
severe  soil  erosion,  climatic 
change,  and  accelerated  extinc- 
tion of  animal  and  plant  species. 
Depicted  here  are  some  of  the 
better-known  examples. 

■ Polluted  Seas 
Severe  pollution  from  Industry 
and  urban  wastes  plagues  many 
semi-enclosed  seas. 


■ Tropical  Deforestatioii 
Cutting  and  buming  perma- 
nently destroys  as  many  as  50 
million  acres  per  year. 

GnMndmrtier  DupMmmi 

HH  Overpumping  is  leading  to 
declining  groundwater  levels. 


■■  Toxic  wastes  are  seeping  into 
aquifers  in  many  locations. 


■ Urban  Air  PoMioii 
Many  major  cities  are  plagued 
by  lung-threatening  air  pollution. 

■ Strip  iiiiii^  the  Sea 
Huge  drift  nets  trap  and  kill  fish 
and  marine  mammals  indiscriminately. 

DeseililicatMM 

Overgrazed,  overstressed,  very 
arid,  or  fragile  lands  are  at  risk  of 
severe  degradation. 

■ GreealMMisc  Gases 
The  United  States  and  the 
Soviet  Union  are  the  No.1  and  No.  2 
contributors  to  the  potential  wanning 
of  the  climate. 

■ Dying  Lakes 
Thousands  of  acidified  lakes  can 
no-Jonger  support  plant  or  fish  life. 

Coial  neacWiv 

■HI  ^Many  Caribbean  coral  reefs  have 
been  hit  by  a  mysterious  "bleaching" 

-  pheQomeha  that  may  be  lethal. 

-  r  lJrl»H  Miseiy 

^  Crowded,  unsanitary  slums  are 
75»id  of  adequate  housing,  water,  and 

f^ie^^e,  disposal; 

EildiH^ered  Hsheries 

"-^^;Catch  exceeds  nature's 
jvjatnJftyldiffeptace  it  in  the  Northwest 
I >acific!'t^Southeast  Pacific,  the 

Item  jfii^n  Ocean,  and  the 
|k/  im  iiifornuition  compiled  by 
^d^Resniifcts  htititute. 


rial  Hell 


]  )land's  Katowice 
i  ovince  has  haz- 

dous  air;  unusable 
•  3ter;  high  rates 
,  certain  health 
;  oblems;  stunted, 
\  )isoned  crops;  and 
j  lildings  eroding 

)m  acid  rain. 

London 


Brussels 


Warsaw 


Radioactive 
Contanilnatioii 

The  Chernobyl 
nuclear  accident  leftf 
100,000  square 
miles  too  radioac- 
tive to  safely  accom- 
rricjdate  crops, 


Milan 


itrophication 

assive  algal 
)oms  choke 
nice's  canals 
d  the  Adriatic 
ores. 


Athens 
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Shrinking  a  Sea 

Overuse  of  water  for 
irrigation  has  shrunk 
the  Aral  Sea  by  40%. 


Lake  Pollution 

Lake  Baikal's 
unique  fauna  are 
threatened  by 
growing  pollution. 


Beijing 


Seoul 


Xi'an 


%  Calcutta 


Bangkok 


Shanghl  • 


Manila  • 


Erosion 

240  million  tons 
of  soil  wash  down 
Nepal's  denuded 
slopes  every  year. 


'.SERTIFICATION 


Elephant  Extinction 

Uncontrolled 
poaching  has 
■■educed  Kenya's 
tuskers  from 
65,000  to  19,000 
in  10  years. 


SOIL 


Photos  clockwise  from  top  left: 
Natalie  Fobes  'S  National  Geographic 
Society,  Dr.  Robert  Gale/Sygma, 
Baldev/Sygma,  James  P.  Blair 
National  Geographic  Society,  Dean 
Conger  ©  National  Geographic  Society 
CC  Lockwood/Bruce  Coleman  Inc. 


NEW  FAITH,  NEW  WORLD 

By  U.S.  Senator  A/  Gore 


Today,  at  one  of  the  rarest  moments 
in  the  entire  history  of  human 
affairs,  we  face  an  environmental  crisis 
of  unprecedented  proportions.  As 
political  earthquakes  dramatically 
change  the  world,  and  as  a  truly  global 
economy  and  global  civilization 
emerge,  yet  another,  even  more 
significant  change  is  taking  place: 
Humankind  is  entering  into  a  new 
relationship  with  Earth.  It  is  a  time 
not  only  for  new  policies,  but  also  tor 
a  new  way  of  thinking. 

What  we  have  called  "national 
security"  must  now  be  seen  as  more 
than  military  security.  Wars  have  been 
waged  for  thousands  of  years,  but  the 
invention  of  nuclear  weapons  forever 
changed  our  concept  of  war.  An  all- 
out  battle  among  nations  possessing 
these  weapons  cannot  take  place  with- 
out destroying  us  all.  As  a  result,  new 
thinking  about  war  is  leading  to  arms 
control  and  cooperation.  There  is  new 
hope. 

Similarly,  the  Earth's  resources  have 
been  exploited  for  thousands  of  years, 
but  the  invention  of  new,  more  pow- 
erful v.ays  to  exploit  the  Earth  now 
chreaterib  our  ecological  system.  In 
nations  around  the  globe,  people  and 


their  leaders  are  awakening  to  the 
urgent  need  for  a  fundamental  revi- 
sion in  the  relationship  between  the 
human  species  and  the  rest  of  the  nat- 
ural world. 

The  global  challenge  we  face — 
although  monumental — is  not  easily 
recognized — like  a  pattern  discerned 
only  from  a  distance  btit  striking 
nonetheless.  Consider  that  pattern  and 
its  unprecedented  acceleration  in  the 
latter  half  of  this  century: 

■  World  population,  in  our  lifetimes, 
will  soar  from  two  billion  to  10  bil- 
lion. 

■  The  world's  forests  are  being 
destroyed;  an  area  the  size  of  a  football 
field  is  cleared  every  second. 

■  Fossil  fuel  use  has  increased  10 
times  over,  flooding  the  atmosphere 
with  unprecedented  levels  of  carbon 
dioxide. 

■  A  continent-sized  hole  has  opened 
in  the  Earth's  protective  ozone  shield. 

■  Living  species  are  dying  out  a  thou- 
sand times  faster  than  at  any  time  in 
the  last  65  million  years. 

We  must  confront  the  causes  of  this 
violent  collision  with  nature,  as  a 
nation,  and  as  a  nation  among  nations. 
For  our  country,  I  have  proposed  a 
Strategic  Environment  Initiative.  The 
SEI — in  every  sector  of  economic 
activity — would  identify  and  then 
spread  increasingly  effective  new  tech- 
nologies— some  already  well  in  hand, 
some  that  need  further  work,  and 
some  revolutionary  ideas  that  at  pre- 
sent are  merely  speculation. 

We  need  a  massive  effort  to  develop 
and  share  with  all  nations  new  tech- 
nologies that  allow  sustainable  devel- 
opment which  reconciles  human 
needs  with  environmental  needs.  We 
need  a  second  "Green  Revolution  " 
focused  on  increasing  productivity 
from  small  farms  on  marginal  land 
with  low-input  agricultural  methods; 


we  must  also  resolve  the  politics 
problems  that  lead  farmers  around  th 
world  to  undervalue  the  soil,  watei 
and  genetic  diversity  on  which  foo<  ilt^ 
production  ultimately  depends.  I 
manufiicturing,  we  must  look  for  ne^ 
technologies,  materials,  and  industri; 
processes  that  minimize  our  impact  o 
the  environment. 

Advanced  industrial  nations,  i 
cooperation  with  major  lending  inst  pi 
tutions,  will  benefit  by  establishin 


training  centers  around  the  world  t  Miik 


The  solutions  we  seek  will  be 
found  in  a  new  faith  in  the 
future  ...  that  justifies  actioi 
in  the  present. 
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create  a  core  of  environmentally  edi  Eaten 
cated  planners  and  technicians.  ftletli; 

The  obstacles  in  our  path  see: 
immovable,  but  so  did  the  Berl 
Wall.  The  changes  needed  seem 
difficult  that  they  will  take  more  tin  arb 
than  we  have,  but  so  did  the  chang  aon.R 
in  Europe — and  they  occurred  in  on 
three  months. 

The  solutions  we  seek  will  be  foui 
in  a  new  faith  in  the  fiiture  of  life 
Earth — a  faith  that  justifies  action 
the  present;  a  new  moral  courage 
choose  higher  values  in  the  conduct 
human  affairs;  and  a  new  reverence 
absolute  principles  that  can  serve 
guiding  stars  by  which  to  map  t 
future  course  of  our  species  and  o  j^jju 
place  within  creation 

piemen 


Senator  Gore  ( D-Tetinessee).  chairman 
the  Interparliamentary  Conference  on  th  rvj|j| 
Global  Environment,  is  a  leader  in  the 
fight  to  craft  U.S.  policies  that  will  pro 
tect  the  global  environment.  Gore  intro- 
duced the  resolution  officially  designatii 
April  22  as  Earth  Day  1 990,  and  otl 
environmental  legislation  now  pending,  f-.-ij^j^ 
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THE  THIRD  GREEN  WAVE: 
INCENTIVE-BASED  PLANS 

By  U.S.  Senator  John  Heinz 


[  ,  s  we  enter  the  final  decade  of  the 
j  L20th  century,  the  United  States 
I  d  the  world  face  increasingly 
j  "ficult  and  perilous  environmental 
allenges,  ranging  from  global  cli- 
ite  change  to  hazardous-waste  dis- 
sal.  These  challenges  are  so  grave, 
d  the  potential  for  devastation  from 

I checked  environmental  havoc  so 
;at,  that  the  creation  of  bold  new 
jgrams  is  imperative. 
The  time  is  ripe  for  the  nation's 
licymakers  to  seriously  consider 
asures  that  enlist  market  forces  and 
;  ingenuity  of  entrepreneurs  to  help 
luce  pollution,  reverse  environmen- 
degradation,  and  conserve  natural 
iources.  Such  incentive-based 
Droaches  must  be  both  cost-effec- 
e  and  practical,  because  today's 
/ironmental  problems  stem  from  a 
;style  that  relies  heavily  on  dis- 
:sed  products  and  processes  that 
y  traditional  regulation. 
One  promising  approach  is  to  har- 
;s  market  forces  for  environmental 
•taction.  Rather  than  dictating  how 
)ducts  should  be  made  or  manufac- 
ing  processes  designed,  incentive- 
;ed  systems  impose  a  cost  on  pollu- 
n-causing  activities — or  enable 
ifits  from  pollution  reduction,  leav- 
;  individual  firms  to  decide  how  to 
lieve  or  exceed  standards. 
The  key  to  progress  is  to  ensure 
t  consumers  and  producers  realize 
;  true  environmental  costs  and 
lefits  of  their  decisions.  Incentive 
terns  provide  ways  to  do  this: 
(mplement  tradable  permits, 
lutant-reduction  credit  programs 
provide  a  cost-effective,  equitable 
:iltion  to  certain  seemingly  intrac- 
"le  problems.  Patterned  after  the 
A.'s  experience  with  emissions  trad- 
and  lead  phase-down  credits,  this 
oroach  allows  firms  that  reduce 
issions  below  the  legal  level  either 


to  sell  their  "excess"  reductions  to  oth- 
ers or  use  them  to  help  meet  standards 
in  other  parts  of  their  operations. 

■  Institute  front-end  deposits. 
Deposit  fees  have  already  helped 
reduce  litter  in  states  with  "bottle 
bills."  The  same  principle  can  be  used 
for  toxic  or  infectious  waste. 

■  Reduce  market  barriers.  Measures 
that  facilitate  voluntary  transfers  of 
water  rights  can  promote  more 
efficient  allocation  and  use  of  scarce 
water  supplies  in  Western  states, 
while  curbing  the  need  tor  expensive, 
environmentally  disruptive  water- 
supply  projects. 

■  Eliminate  certain  government 
subsidies.  Some  subsidies  promote 
inefficient  and  environmentally 
unsound  development.  One  such  sub- 
sidy is  that  given  to  timber  sales  in 
remote,  untrampled  areas  of  the 
national  forests.  Below-cost  timber 
sales  have  drained  nearly  $3  billion 
from  the  federal  Treasury  over  the  past 
six  years,  and  have  led  to  excessive 
timber  cutting. 

■  Manage  public  lands  for  social 
value.  Federal  lands  represent  a  pre- 
cious endowment  of  wilderness. 

Incentive-based  systems 
impose  a  cost  on  pollution- 
causing  activities...  leaving 
firms  to  decide  how  to 
achieve  or  exceed  standards. 

wildlife  habitats,  free-flowing  rivers, 
scenic  beauty,  recreational  opportuni- 
ties, and  untapped  scientific  informa- 
tion. Managers  of  these  lands  should 
be  rewarded  for  maximizing  the  total 
net  economic  benefits  of  their  lands, 
not  just  for  short-term  cash  flow  to 
their  agencies. 

Strong  public  consensus  for  effec- 


tive environmental  protection  contin- 
ues. In  many  cases,  our  environmental 
goals  are  clear — the  question  is  how  to 
get  there. 

There  are  hopeful  signs  on  the  hori- 
zon. Progressive  segments  of  private 
industry  and  a  growing  number  of 
environmental  organizations  have 
come  to  recognize  that  incentive- 
based  approaches  should  be  included 
in  our  portfolio  of  environmental-pro- 
tection strategies. 

If  Theodore  Roosevelt's  conserva- 
tion ethic  represented  the  first  impor- 
tant era  of  U.S.  environmental  con- 
cern, then  the  decade  of  new  laws 
following  the  original  Earth  Day  was 
the  second.  Our  challenge  now  is  to 
move  aggressively  into  a  third  era:  a 
period  when  practical  and  economi- 
cally sensible  policies  will  provide 
more  effective  and  efficient  environ- 
mental protection  and  natural- 
resource  management. 

Senator  Heinz  (R-Pennsylvania)  was 
an  original  sponsor  of  the  Clean  Water 
Act  of  1987  and  authored  legislation  to 
protect  groundwater,  encourage  recycling 
of  hazardous  wastes,  and  stem  global 
warming. 
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THE  NEW  RENAISSANCE 

By  Jams  Gustave  Speth  and  S.  Bruce  Smart,  World  Resources  Institute 


The  1990s  promise  to  launch  an 
extraordinan.-  period,  comparable 
to  the  beginnings  of  the  Renaissance, 
as  man  faces  up  to  integrating  the 
world  s  growing  activity  with  the 
health  of  the  ecosystems  on  which  life 
depends. 

The  preconditions  are  already  in 
place.  The  Cold  "^"ar  recedes  as  the 
principal  internanonal  preoccupation, 
exposing  environmental  degradation 
and  often-related  poverty  as  the 
world's  great  destabilizing  threats. 
Science  and  technology  ofter  knowl- 
edge to  help  deal  with  these  problems. 
Reductions  in  militan,-  spending  can 
increase  available  resources.  Public 
and  private  institutions,  including 
multinational  corporations  and  the 
market  system,  provide  the  mecha- 
nisms for  taking  action.  And  widen- 
ing public  awareness  along  with 
"green"  political  rhetoric  and  con- 
sumer behavior  all  suggest  that  the 
wisdom  and  will  to  make  difficult 
changes  are  gaining  strength. 

In  survey  after  sur\-ey.  people  call 
for  a  better  environment  and 
improved  economic  conditions.  These 
are  not  mutually  exclusive  goals. 
Rather,  they  are  necessar\-  and  mutu- 
ally supporting  conditions. 


Economic  growth  is  essential  for 
political  stability,  not  to  mention  fair- 
ness, among  the  lour-htths  of  the 
world's  people  who  live  in  developing 
countries.  Poverty  and  population 
growth,  prime  forces  tor  environmen- 
tal destruction  in  those  countries,  can 
be  moderated  only  it  their  economies 
expand  and  inequities  diminish. 

Without  a  healthy  environment, 
the  qualit}'  of  lite  enjoyed  by  industri- 
alized societies  cannot  be  maintained. 
The  pricing  system  can  solve  material 
scarcities,  but  unpriced  common 
resources,  such  as  the  atmosphere, 
groundwater,  tropical  forests,  and  bio- 
diversity, could  be  destroyed  if  steps 
are  not  taken  to  protect  them. 

Businessmen,  environmentalists, 
and  politicians  must  forgo  finger- 
pointing  and  join  together  to  create  a 
global  program  for  sustainable  devel- 
opment. Happily,  some  have  already 
begun  to  do  so,  seeing  not  only  neces- 
sity but  opportunity  for  both  business 
and  environmental  progress.  Such  a 
program  would: 

■  Accelerate  replacement  ot  environ- 
mentally burdening  products,  pro- 
cesses, and  systems  with  more  envi- 
ronmentally benign  technologies. 

■  Put  market  forces  to  work  by  estab- 
lishing a  regime  ot 
tees  or  taxes  so  that 
environmental  costs 
are  reflected  in  the 
pricing  ot  goods  and 
ser\  ices.  Accompany 
this  with  removal  of 
en\ironmentally 
harmrui  subsidies 
and  addition  of 
incenti%es  to  stimu- 
late innovation. 
■  Negotiate  a 
"global  bargain" 
through  which  in- 
dustrialized countries 


transfer  technology  and  resources 
developing  countries,  helping  the 
leap-frog  over  the  environmental  mi 

Businessmen,  environmen- 
talists, and  politicians  must 
forgo  finger-pointing  and  joi| 
together  to  create  a  global 
program  for  sustainable 
development. 

takes  ot  the  industrialized  pas 
Included  in  this  bargain  would 
increased  attention  by  developii 
countries  to  family  planning  and  eq 
cation,  especially  or  women. 

■  Make  international  trade  envird 
mentally  neutral  by  removing  barrij 
that  limit  the  exports  of  newly  indJ 
trializing  countries.  Adopt  intern 
tional  codes  to  restrain  use  of  Id 
environmental  standards  for  compj 
itive  advantage. 

■  Establish  a  system  of  global  indij 
tors  to  identify  environmental  trenl 
design  corrective  steps,  and  measi 
results. 

■  Designate  appropriate  internatio| 

bodies  to  administer  and  enforce 
international  agreements  negotiatJ 
As  the  world's  leading  econoii 
power  and  its  greatest  consumer! 
resources,  the  United  States  beail 
special  responsibility  for  world  Ie| 
ership.  It  has  carried  that  responsil 
ity  in  advancing  the  cause  ot  poIitJ 
and  economic  freedom.  Now  it  ml 
lead  in  attacking  the  world's  a| 
great  challenge — protection  of  i 
global  environment. 

^S.r.  speth  is  president,  WRI.  andfo 
chairman  of  the  Council  on  Em-iron 
Quality.  Mr.  Smart  is  senior  counselor 
W'RI.  and  former  chairman  and  CEC 
the  Continental  Group. 
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THERE'S  NO  PLACE 

UKE  HQME.^^^^<& 

: :  anywhere:'!! 


April  22  markcxl  liic  20th 
iiuvcrsiiry  ol  Harih  Day,  rhat 
ti-i  iai  (.lay  Im  ci-lolnaiinjj;  tlic  . 
iai,'iiilivcTn.c  ol  oui  hcaiit  itui 
ancM       (()ciisin}.j  on  the  pro- 
ic  (ioivol  ils  Init^ilo  environment. 

What  on  earth  can  we  all  do 

hel]>^ 

At  F'nter^'y  Corporation,  one 
I lie  nai  ion's  largest  electric  , 


systetns,  we're  constantly  work- 
injj;  to  insure  that  health,  safety 
and  the  environiTient  are  prior- 
ities in  the  desi{j;n,  construction, 
use  ;hh1  maintenance  of  all 
piHver  plants  and  System  facil-  ~ 
ities  in  our  service  territory  of 
Arkansas,  Louisiana,  Mississippi 
and  southeast  Missouri. 


Because  there  truly  is  no  place 
like  home.         ivr'  ,    •  ^  ; 
Anywhere.      ^       >  .  ; 


Entergy 
Corporation 

The  Middle  South  Electric  System 


ynpanies  wilhin  Enleigy  Corporation's  Middle  South  Electric  System  include  Arkansas  Power  &  Light  Company,  Louisiana 
mer  A  Light  Company  Mississippi  Powoi  &  Light  Company,  New  Orleans  Public  Service  Inc.,  System  Energy  Resources,  Inc., 
Hi  t'ntergy  Services,  Inc.  Our  Now  York  Stock  Exchange  symbol  is  "ET'R;"  our- listing  is  "Entergy."  Our  headquarters  address  is 
lUvgy  Corporation.  PO.,  Box  61000.  New  Orleans,  LA  70161. 
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HOW  FUJITSU  HELPS 
A  LEGENDARY  RAILROAD 
MAKE  HISTORY. 


The  Union  Pacific  Railroad  is  not  just 
a  company,  it's  a  call  to  the  consciousness 
of  a  nation.  Created  by  Abraham  Lincoln's 
signing  of  the  Pacific  Railroad  Act  of  1862, 
it  laid  tracks  across  a  wild  continent  from 
Omafia,  Nebraska  to  Promontory,  Utah, 
where  it  met  the  Central  Pacific  coming 
from  the  sea.  A  golden  spike  marked  the 
birth  of  America's  first  transcontinental 
railroad. 

SETTLED  THE 
AMERICAN  WEST 

Union  Pacific  settled  the  American 
West,  carrying  hundreds  of  thousands 
of  pioneers  into  the  world  of  wide  open 
spaces.  It  made  history  then,  and  it's  still 
making  history:  today  it  is  one  of  America's 
most  progressive  railroads,  with  23,000 
miles  of  track  in  20  states,  30,000  em- 
ployees, and  a  reputation  for  far-sighted 
thinking  in  every  area  of  its  operations- 
including  its  remarkable  communications 
network. 

NATIONWIDE 
NETWORK 

Union  Pacific  owns  a  private  voice 
and  data  communications  network,  one  of 
the  largest  in  the  world.  Covering  tens  of 
thousands  of  miles  nationwide  and  func- 
tioning as  the  railroad's  central  nervous 
system,  it  is  extremely  sophisticated  and 
absolutely  crucial  to  the  company's  suc- 
cess. Which  is  why,  when  Union  Pacific 


recently  decided  to  upgrade  the  network, 
it  turned  to  Fujitsu. 

TOP  COMPUTER  AND 
COMMUNICATIONS  MAKER 

Fujitsu  is  one  of  the  world's  top  com- 
puter and  telecommunications  makers, 
with  100,000  employees,  annual  sales  of 
$18  billion,  and  projects  completed  in  a 
hundred  countries.  A  high-tech  giant  that's 
a  major  force  in  the  global  information 
revolution,  Fujitsu  gave  Union  Pacific 
a  multi-nodal  integrated  voice  and  data 
communications  system  that  is  the  next 
generation  of  business  telecommunica- 
tions. The  system  will  boost  productivity, 
upgrade  customer  service,  and  help  the 
railroad  keep  making  history— by  helping 
it  be  what  it  has  always  been:  a  living 
legend  that  knows  where  the  future  is. 


Jim  Merrick  of  Union  Pacific  talks  to  Jay 
ScfirimpI  of  Fujitsu  before  ttie  Fujitsu  F9600  ISDN 
switcliing  system.  Union  Pacific  recently  purchased 
a  number  of  such  systems,  one  of  the  most 
advanced  in  the  world,  to  function  as  node  points 
in  its  nationwide  communications  network.  For 
information  call  Fujitsu  Business  Communication 
Systems  at  1-800-654-0715. 


Funrsu 


The  global  computer  8.  communications  company. 


The  atmosphere 
is  being  altered 
in  ways  that 
could  trigger 
climatic  changes 
as  dramatic  as 
those  associated 
with  an  ice  age. 
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"if 


M  the  fu  nnels 


Steam  belches  frot 

of  a  Zimhabue  coke-processing  plan 


WHERE  THERE'S 
SMOKE... 


e  believe  that  global  environfnental 
nge  may  well  be  the  most  pressing 
^national  issue  of  the  next  century. " 

^his  sentiment  comes  not  from  some  small 
environmental  sect,  but  from  the  presidents 
of  the  National  Academy  of  Sciences,  the 
National  Academy  of  Engineering,  and  the 
Institute  of  Medicine.  The  problem  is  sim- 
ply stated,  if  profound:  Human  activity  is 
ing  the  Earth's  atmosphere  in  ways  that  could 
;er  climatic  changes  as  dramatic  as  those  associ- 
with  an  ice  age.  Moreover,  these  changes  could 
s  far  more  swiftly  than  any  natural  climatic 
,  altering  the  destiny  of  nations,  causing  human 
ship,  and  wreaking  ecological  destruction. 

JSES 

causes  are  in  part  ancient — human  use  of  fire, 
ing  of  forests  for  crops,  and  tending  of  beasts 
)od — but  magnified  by  the  scale  of  modern 
istrial  civilization  and  its  insatiable 
tite  for  energy — and  by  human 
ilation  growth.  Energy  use — our 
ern  fire — has  grown  tenfold  since 
),  and  we  have  relied  primarily  on 
oil,  or  natural  gas.  When  burned, 
;  fossil  fuels  release  carbon  dioxide, 
h  can  trap  heat  and  thus  warm  the 
)Sphere.  Additional  carbon  dioxide 
;s  from  the  clearing  and  burning  of 
tracts  of  the  world's  tropical  forests, 
ethane — from  natural  gas  leaks, 
fermentation  in  rice  paddies  and 
tomachs  of  farm  animals,  and  from 
ing  of  forests  and  grasslands — is 
her  heat-trapping  gas,  20  to  30 
s  more  potent  than  carbon  dioxide, 
lane  levels  in  the  atmosphere  have 


nearly  doubled  this  century,  pushed  by  growth  in 
energy  use  and  population. 

Added  to  these  scaled-up  sources  of  naturally 
occurring  gases  is  a  modern,  completely  artificial 
agent:  chlorofluorocarbons.  CFCs,  which  in  the 
stratosphere  destroy  Earth's  ozone  layer,  in  the 
lower  atmosphere  act  as  a  heat-trapping  gas  more 
than  10,000  times  as  effective  as  carbon  dioxide, 
molecule  for  molecule.  Atmospheric  CFC  levels  are 
rising  5%  per  year. 

Altogether,  the  world  added  the  equivalent  of 
6.5  billion  tons  of  carbon — in  the  form  of  carbon 
dioxide  or  other  heat-trapping  gases — to  the  atmo- 
sphere in  1987,  the  latest  year  for  which  complete 
figures  are  available.'  That  amounts  to  about  1.25 
toris  of  carbon  for  every  man,  woman,  and  child  on 
the  planet. 

Not  every  citizen  or  every  country  of  planet 
Earth  contributed  equally,  however.  Industrial 
countries,  those  undergoing  significant  deforesta- 
tion, and  those  with  abundant  rice  paddies  or  farm 
animals  contributed  more.  A  new  "Greenhouse 

Index"^  that  ranks  countries  based  on 
emissions  of  heat-trapping  gases  finds 
the  United  States  at  the  top  of  the  list, 
followed  by  the  Soviet  Union,  Brazil, 
China,  India,  Japan,  and  Germany. 
Overall,  industrial  countries  con- 
tributed 55%  of  the  increase  in  the 
atmosphere's  warming  potential,  but 
developing  countries  had  a  significant 
share.  It  is,  in  other  words,  a  truly 
global  problem. 

CONSEQUENCES 

Higher  temperatures  can  be  a  blessing 
or  a  curse,  depending  on  where  you 
live.  To  a  dweller  in  an  already  swelter- 
ing sunbelt  city,  the  prospect  of  two  or 
three  times  as  many  100-degree  days  is 
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not  a  blessing.  To  a  Canadian  wheat  farmer,  ^ 
however,  a  longer  growing  season  and  g 
milder  winters  might  be  welcome.  If„ 
global  warming  comes,  however,  temper-  g 
ature  will  be  but  one  of  the  consequences.  | 
Water  shortages  in  some  areas  could  be  < 
another.  5 

A  shift  to  a  warmer  climate  would  z 
bring  major — but  unpredictable —  shifts  ^ 
in  rainfall  patterns,  snowfall  accumula- 1 
tion,  and  soil  moisture.  Overall,  rainfall  S 
might  increase  as  much  as  10%  with  even 
modest  global  warming,  but  the  distribu- 
tion would  be  highly  unequal,  with  more 
precipitation  in  high  and  low  latitudes  in 
continental  regions  of  the  Northern 
Hemisphere,  and  less  in  the  middle  lati- 
tudes. Unfortunately,  the  middle  latitudes 
are  where  the  most  intensive  agriculture 
takes  place.  The  result  could  be  summer 
conditions  reminiscent  of  the  Dust  Bowl  years  in 
sections  of  the  U.S.  Great  Plains  and  in  parts  of  the 
Soviet  Union  and  Central  Europe,  with  much  heav- 
ier rain  and  river  flooding  in  other  regions. 

Duke  University  botany  professor  William 
Schlesinger  says  that  the  degree  of  global  warming 
projected  for  the  next  century,  based  on  current 
trends,  might  convert  a  significant  portion  of  the 
world's  grasslands  into  desert.  "These  changes  may 
affect  regions  that  are  far  removed  from  arid  lands 
and  possibly  conditions  of  the  entire  planet,"  says 
Schlesinger.  "If  the  climate  models  are  right,  the 
breadbasket  of  this  country  will  move  north.  Iowa, 
Nebraska,  and  Kansas  will  become  less  productive, 
and  the  wheat  and  corn  belt  will  probably  shift  to 
southern  Canada." 

A  v«'orst-case  scenario,  according  to  Schlesinger, 
is  that  "a  large  portion  of  west  Texas  and  eastern 

1.  World  Rem/ines  1990-91.  by  the  World  Resources  Institute  in  collabo- 
ration wirh  the  U.N.  F.nvironment  Programme  and  the  U.N. 
Development  Pro,a;ramme  (Oxford  University  Press,  NY,  1990). 

2.  The  index  represents  the  contribution  of  each  greenhouse  gas, 
appropriately  weighted  for  its  heat-trapping  ability,  based  on  annual 
emissions  tor  each  country.  It  is  compiled  by  the  World  Resources 
Institute,  Washington,  D.C. 
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Climatic  cliange  could  shift  the  U.S.  Corn  Belt  to  this  farm  in  southern  Canila 

Colorado  will  be  permanently  converted  to  deser 
shrub  land  of  low  productivity"  that  will  no  Ions.: 
be  able  to  support  agriculture  or  even  serve  as  qn 
ity  grazing  lands. 

Major  changes  could  also  be  expected  in  Ameriit 
forests.  For  example,  spruce,  fir,  and  pine  trees  mill 
relocate  from  the  upper  Midwest  to  Canada.  Dar^ 
B.  Botkin,  head  of  a  study  on  the  topic  out  of  thi 
University  of  California  at  Santa  Barbara,  reporteJ 
1989  that  "if  the  climate  warms  as  rapidly  as  cui  " 
rently  predicted,  there  will  be  visible  and  dramac 
changes  in  U.S.  forests  in  our  lifetimes." 

A  panel  of  experts  convened  by  the  American  j 
Association  for  the  Advancement  of  Science 
(AAAS)  in  a  recent  report  concluded  that  global  ; 
warming  would  have  a  major  impact  on  the  dist-| 
bution  of  water  in  the  United  States,  with  drier  J 
summers  in  the  interior  of  North  America.  ' 
Extremes,  such  as  floods  or  droughts,  are  likely  tii 
lead  to  the  following:  I 

■  It  will  be  hard  to  maintain  present  irrigation 
levels  in  the  arid  West;  spring  floods  will  come  eai 

■  Plants — including  weeds — will  grow  faster 
because  of  higher  levels  of  carbon  dioxide,  whicl 
acts  as  a  fertilizer.  continued  on  pag'^ 


4 


Packaging  made  from  paper  pulp  moulded  technologv:  Profitable  business  Jor  the  'green'  environment. 


HOW  TO  PROFIT  FROM 
^GREEN^  PRESSURE. 

friendly  paper  pulp 
moulded  packaging. 

We  offer  you  a  range 
of  fast,  efficient  machines 
that  have  only  one 
purpose: 

To  recycle  waste  paper 
into  huge  profits. 

Start  by  sending  for  our 
brochure.  And  get  the 
jump  on  your  competition. 


Makers  of  the  'green'  machine. 


The  pressure  is  on. 

The  world  is  turning 
'greerf.  For  environ- 
mental as  well  as 
economical  reasons. 

The  case  is  clean 

There  is  a  growing 
surplus  of  waste  paper 
which  is  driving  prices 
of  waste  paper  down 
drastically. 


And  a  growing  pres- 
sure by  governments  to 
ban  unfriendly  plastics. 

So  there  is  a  growing 
large  market  demand  for 
environmentally  friendly 
paper  pulp  products. 

And  that's  where  we 
can  help. 

By  giving  you  the 
technology  to  create 


Emen'  International  Developments  Limited,  Emery  Place,  340  Ferrier  Street,  Markham  (Toronto) 
Ontario.  Canada  L3R2Z5.  Phone  (416)  470-6066.  Fax  (416)  470-6505. 


INNOVATIVE  APPROACHES 


THE  JOHNNY  APPLESEED 
UTILITY 

Planting  trees  as  a  means  ot  increas- 
ing the  absorption  of  carbon  dioxide 
from  the  atmosphere  can't  be  ex- 
pected to  have  the  same  impact  in 
curbing  global  warming  as  salvaging 
huge  tracts  of  forest.  Still,  every  tree 
helps.  Tree-planting  programs  have 
begun  in  many  cities  around  the 
country.  Last  year,  The  American 
Forestry  Association  initiated  a 
"Global  Releaf '  program  that  calls 
for  the  planting  of  100  million  trees 
in  urban  areas.  And  President  Bush 
has  called  for  planting  a  billion  trees 
across  the  United  States. 

Now  an  energy  company  has 
come  up  with  a  fresh  idea:  a  tree- 
for-electricity  swap.  Applied  Energy 
Services  of  Arlington,  Va.,  announced 
last  year  that  it  would  contribute 
$2  million  toward  the  planting  of 
enough  trees  in  Guatemala  to  absorb 
the  equivalent  of  the  15.5  million 
tons  of  carbon  dioxide  that  will 
be  emitted  over  40  years  by  its  new 
180-megawatt  coal-fired  electric 
plant  in  Uncasville,  Conn 
By  this  imaginative 
arithmetic. 


the  plant  equals  52  million  trees. 
The  U.S.  Agency  for  International 
Development,  the  Peace  Corps, 
CARE,  and  the  Guatemalan  govern- 
ment are  treefully  supporting  the 
project. 

"NO  GOLF  CART" 

The  electric  car  has  had  a  checkered 
past,  promoted  mostly  by  small 
companies  for  very  limited  uses.  But 
in  January,  General  Motors  intro- 
duced a  prototype  electric  car  called 
the  Impact,  claimed  it  was  the  most 
advanced  yet  designed,  and  said  that 
it  could  be  on  the  market  within 
five  years. 

"This  is  no  golf  cart,"  said  GM 
chairman  Roger  B.  Smith.  The 
sleek,  two-door  passenger  car  has  a 
range  of  120  miles  on  a  charge  of  its 
lead-acid  batteries.  That  would 
make  it  a  reasonable  second  car  or 
commuter  car  for  many  families. 
An  electric  car,  of  course,  emits  no 
gases  of  any  kind. 


SAFE  SPRAY 

The  potent  greenhouse  gases  called 
CFCs  have  been  evicted  from  many 
of  the  aerosol  spray  containers  they  | 
used  to  inhabit.  But  the  propellants 
that  mostly  replaced  them — hydro 
carbons  such  as  propane  and  butane 
are  also  atmospheric  pollutants. 

Now  Exxel  Container  Inc.  has 
designed  a  spray  can  that  contains 
no  propellant  at  all,  but  doesn't  nee 
to  be  pumped.  A  rubber  bladder 
expands  like  a  balloon  when  the  can| 
is  filled,  then  contracts  to  expel  the 


waste 


contents  in  a  spray. 

The  new  container  is  already 
being  used  in  hair  sprays  and  aeroso| 
sun-block  products.  p^^jy^ 

sand  to 

CLEAN  PIPES  '"^rm 
Cleaning  up  deposits  that  form  in 


pipes  usually  requires  chemicals. 


Ifctaveli 


creating  the  potential  for  environ-  1^^^.^^^ 
mental  problems.  But  Environ  Tecl4|f[pt|Je 
nologies  Corp.  of  Newport  Beach,  ^n0{ 
Calif.,  has  developed  a  nonchemical  f  sitei 
approach  based  on  conditioning 
water  magnetically  so  that  it  doesn' 
form  deposits.  The  result  stops 
buildup  and  corrosion,  saves  energy 
and  doesn't  contribute  to 

water  poUutioj 
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Putting  Cleanup  First: 
rhe  National  Environmental 
Trust  Fund  Proposal 


by  M.R.  Greenberg 

Chairman,  American  International  Group,  Inc. 


.larmed  by  the  poisoning  of  our 
ironment  at  Love  Canal  and  other 
c  waste  sites,  Congress  created  the 
erfund  program  in  1980.  Superfund 
intended  to  clean  up  the  most 
Dus  abandoned  and  uncontrolled  haz- 
tus  waste  disposal  sites  in  the  United 
es  and  to  respond  to  hazardous  waste 
rgencies. 

lore  than  a  decade  later,  billions  of 
irs  have  been  spent  under  Superfund, 
relatively  few  sites  have  actually 
1  cleaned  up.  At  the  same  time,  the 
iber  of  identified  Superfund  sites  has 
/n  significantly  to  over  1,200  and  the 
age  site  cleanup  cost  has  risen  to 
e  than  $25  million. 

major  problem  is  Superfund's  fund- 
approach,  which  forces  the  Environ- 
tal  Protection  Agency  (EPA)  to  raise 
cleanup  funds  site  by  site  from  par- 
who  sent  waste  to  the  site.  This  sys- 
,  based  on  the  principle  of  strict 
^active  liability,  means  that  com- 
es are  being  held  responsible  today 
'aste  disposal  practices  that  occurred 
ir  30  years  ago  and  which  may  not 

been  illegal  or  irresponsible  at  the 

addition,  under  Superfund  liability, 
ne  and  everyone  who  sent  hazardous 
es  to  a  site  is  potentially  liable  for  the 
cost  of  cleanup.  This  extends  not  only 
lerators  of  disposal  sites,  but  also  to 
rators  and  transporters  of  the  waste, 
even  to  current  owners  of  sites  where 
e  disposal  has  ceased.  This  system  pits 
companies,  insurers,  local  gov- 
lents  and  individuals  against  each 
creating  an  unparalleled  litigation 


r 


^1 


gridlock.  Massive  amounts  of  money  have 
been  spent  in  the  courtrooms  attempting  to 
assess  and  shift  liability.  Meanwhile, 
cleanup  has  been  delayed  and  transaction 
costs  have  soared. 

We  must  develop  a  better  approach  to 
solving  this  critical  national  problem. 
Superfund's  goal  of  cleaning  up  the 
environment  is  being  thwarted  by  its  pro- 
tracted, litigious  system  of  assessing  lia- 
bility. In  an  attempt  to  resolve  this  costly 
gridlock,  American  International  Group 
(AIG)  has  proposed  creating  the  National 
Environmental  Trust  Fund.  This  Fund's 
resources  would  be  devoted  exclusively  to 
cleaning  up  those  old  hazardous  waste 
sites.  It  could  be  financed  by  adding  a 
separate  fee  to  commercial  and  industrial 
insurance  premiums  now  paid  in  the 
United  States,  with  a  method  of  payment 
to  be  determined  for  those  businesses 
that  self-insure. 

By  our  estimates,  even  a  modest 
assessment  of  2  percent  of  premiums  and 


an  equivalent  amount  for  self-insurance 
would  provide  about  $40  billion  over  the 
next  decade-more  than  enough  to  clean 
up  the  1,200  highest  priority  sites.  We 
have  suggested  that  funds  be  collected  by 
insurers  and  remitted  to  the  Trust  Fund 
for  use  by  the  EPA  in  cleanup  activities. 
Adopting  this  approach  would  eliminate 
the  need  to  establish  liability  site  by  site 
among  various  parties.  It  would  take  the 
action  out  of  the  courtroom  and  move  it 
to  the  hazardous  waste  sites.  It  would  let 
us  get  on  with  the  job  of  cleaning  up  the 
environment,  as  Superfund  originally 
intended. 

It  IS  important  to  point  out  that  the 
AIG  proposal  would  not  do  away  with  the 
one  real  success  of  Superfund,  namely  its 
effectiveness  in  providing  an  incentive  for 
industry  to  reduce  waste  and  handle  the 
waste  it  does  generate  with  extreme  care. 
All  it  would  do  is  replace  the  retroactive 
liability  system  of  Superfund  with 
respect  to  old  waste  sites.  Without  a  solu- 
tion like  the  National  Environmental 
Trust  Fund,  our  businesses  and  commu- 
nities will  stagger  under  the  burden  of 
establishing  liability  for  cleanup.  It's 
time  to  break  the  Superfund  gridlock  and 
put  cleanup  first. 

AIG  IS  the  leading  U.  S.-based  interna- 
tional insurance  organization  and  the 
nation's  largest  underwriter  of  commer- 
cial and  industrial  coverages.  Its  mem- 
ber companies  write  property,  casualty, 
marine,  life  and  financial  services  insur- 
ance in  over  130  countries  and  jurisdic- 
tions, and  are  increasingly  engaged  m  a 
range  of  other  financial  services. 


All-new  Cutlass 
,SupmmeConvertit)le 


Introducing  a  car  you  just 
can't  top.  The  all  new  1990 
Cutlass  Supreme™  convertible. 


It's  got  a  3.1-llter  V6  engine 
with  multiport  fuel  injection. 
Four-wheel  disc  brakes  and 
four-wheel  independent  sus- 
pension. A  rear  window  made 
of  glass,  not  plastic,  for  better 


visibility  The  full  back  seat 
room  for  three.  More  than  m 
convertibles,  for  more  fun. 
the  support  bar  adds  structilr^i' 
stability  while  minimizmg 
on  passengers. 


toi 


o\eedone 
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Jid  now  you  can  uncover  one 
1 '  best  owner  satisfection  plans 
p  he  Oldsmobile  Edge.  It's  a  com- 
^  ?nsive  owner  satisfaction  plan 
^  ned  to  make  01dsmobile®the 
c  ;try  leader  in  total  customer 
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satisfaction.  And  it's  standard  on 
any  Oldsmobile  you  buy* 

To  find  out  more  about  it,  or 
about  the  1990  Cutlass  Supreme 
convertible,  pay  a  visit  to  your 
nearest  Olds  dealer.  Or  simply 


call  toll-free  1-800-242-OLDS, 
Mon.-Fri.,  9  a.m.  to  7  p.m.  EST. 


'Reel  and  lease  vehicles  excluded. 


Il  The  NewGeneratlon  of 

iOldsnnobile 
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■  Costs  will  rise  for  the  eight  out  of  10 
Americans  who  depend  on  municipal 
water  systems. 

■  "Governments  at  all  levels,"  the  AAAS 
report  states,  "should  re-evaluate  legal, 
technical,  and  economic  procedures  for 
managing  water  resources  in  light  of  the 
climatic  changes  that  are  highly  likely." 

Worldwide,  matters  could  be  even 
more  severe  in  regions  already  subject  to 
water  stress,  defined  by  Swedish  hydrol- 
ogist  Malin  Falkenmark  as  the  level  of 
scarcity  reached  when  a  society's  per 
capita  renewable  water  supply  sinks 
below  530,000  gallons  per  year.  Ten  countries  in 
Africa  will  probably  reach  this  level — even  without 
taking  greenhouse  effects  mto  account — by  the  year 
2000.  Parched  Egypt,  where  55  million  people 
subsist  on  the  waters  of  the  Nile,  is  particularly  vul- 


"The  industrialized  world's  demands  fr 
raw  materials,  higher  productivity,  am 
material  goods  have  imposed  serious 
environmental  impacts  and  high  eco- 
nomic costs  not  only  in  our  own  countris 
but  also  on  the  developing  world." 
Rakel  Surlien 

Former  Minister  of  the  Environment,  Norwa 

nerable.  Egyptian  Foreign  Minister,™^'; 
Esmat  Abdel  Meguid,  commentingltroti 
the  relentless  tug-of-war  over  waterliieRt 
that  is  now  taking  place  among  EthioModo 
the  Sudan,  and  Egypt,  has  said  thatteic 
"The  next  war  in  our  region  will  be  bos 
over  the  waters  of  the  Nile,  not  politi 
Ironically,  global  warming  could 
cause  some  islands  and  coasts  to  lite 
ally  drown,  because  of  rising  sea  lev 
els.  Water  expands  when  it  is  heate< 
such  thermal  expansion  alone  coulc 
create  a  one-  or  two-foot  rise  over  tfftia 
next  century,  and  some  climatologi 
believe  that  melting  of  glaciers  and  the  polar  ice 
caps  could  add  three  to  five  feet  more. 

Recently,  some  scientists  have  considerably  m(  all 
erated  the  forecast  for  the  sea  level  rise,  based  on 
the  observation  that  the  polar  ice  caps  seem,  to  b( 
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COMPAQ'S  BRIGHT  IDEA  CUTS  COSTS,  CLEANS  AIR 


otal 


Before  Compaq  Computer's  Ron 
Perkins  attended  an  energy- 
efficiency  forum  at  the  Rocky 
Mountain  Institute  in  19S8,  he 
didn't  realize  energy  conservation 
and  air  quality  were  related. 

But  after  attending  the  forum, 
the  computer  maker's  manager  of 
facilities  resource  development 
implemented  a  lighting  design  pro- 
gram for  new  office  buildings  that 
cut  Compaq's  lighting  bill  in  half 
and  reduced  overall  electricity  bills 
by  21%.  Alm(.'St  as  important  as  the 
saving  was  the  program's  contribu- 
tion to  improving  air  quality  by 
using  less  electricity,  says  Perkins. 

"For  every  kilowatt  you  use,  you 
burn  extra  carbon  and  produce  pol- 
hinon,"  he  says.  "Had  I  not  made 
that  connection,  I  probably  would 
!K)t  have  been  as  aggressive  in  reduc- 
ed /  EARTH 


ing  consumption.  Environmental 
benefits  can  swing  a  company's  deci- 
sion on  whether  to  invest  in  a  long- 
term  payback  measure." 

At  the  Rocky  Mountain  Institute 
in  Snowmass,  Colo.,  a  research  and 
educational  foundation  that  stresses 
natural-resource  conservation,  Perkins 
learned  that  purchasing  "specular 
reflector"  fluorescent  light  fixtures  is 
one  of  the  most  effective  ways  of  con- 
serving energy  in  office  buildings.  The 
two-tube  fixtures  fit  into  the  same 
ceiling  cavity  as  conventional  four- 
tube  fixtures  but  maximize  light  out- 
put by  reflecting  light  that  is  gener- 
ally trapped  in  the  fixture.  The  new 
units  cost  30"%  to  40%  more  than 
standard  fixtures,  but  use  about  half  as 
much  electricity  and  generate  the 
same  amount  of  light. 

Without  the  new  lighting  program, 


electricity  costs  were  expected  to 
spiral  as  the  fast-growing  company 
completed  a  building  program  to 
add  about  1  million  square  feet  of 
office  space.  Before  the  program, 
Compaq  spent  $1.21  per  square  foe 
to  illuminate  offices.  By  installing 
the  specular  reflector  systems  in  ne 
buildings,  the  company  cut  electri( 
ity  use  in  these  offices  to  96  cents 
per  square  foot. 

An  added  bonus  was  knowing 
that  the  conservation  program 
helped  keep  electricity  rates  low  by 
keeping  power  use  down  and  help- 
ing its  utility  postpone  building 
new  power  plants,  says  Perkins. 

"Initially  we  saw  energy  conserV 
tion  as  a  way  to  improve  corporate  |^  ^Cul(j 
profits.  But  the  savings  opportuni-f'^"liteo 
ties  are  much  greater  than  typical^j^"lL.^ljJj, 
understood,"  he  says.  1' '  -beli 

Bl'SINHSS  WEr.K'JUNE  U| 


fdStatt 

mot 

IS  the 
wtom 
both 
tttonil 
servat 


thten 


ECIAL  ADVERTISING  SECTION 


3wing  rather  than  melting.  Mark 
;ier  of  the  Institute  of  Arctic  and 
pine  Research  at  the  University  ot 
lorado  projects  a  sea  level  rise  of 
t  one  foot  over  the  next  100  years, 
ce  most  other  global-warming 
dictions,  there  is  hardly  unanim- 
of  opinion  about  this  one.  Even 
a  one-foot  rise  would  inundate 
1  to  200  feet  of  low-lying  beach- 
,nt,  destroying  many  barrier- 
ind  communities  with  their 
)rts  and  condominiums. 

LUTIONS 

lat,  if  anything,  can  be  done  to 
'Stall  or  at  least  slow  the  effects  of 
bal  warming.''  Energy  conserva- 
1  is  certainly  key  to  any  such  ini- 
ive.  The  less  energy  used,  the  less 
)on  dioxide  released  to  the  atmo- 
;re.  This  is  a  strategy  that  busi- 
;es  of  all  stripes  can  profitably 
Dt.  Indeed,  the  fact  that  the 
ted  States  is  only  half  as  efficient 
tverall  energy  use  as  its  major 
ipetitors,  Japan  and  Europe, 
cates  there  are  significant  oppor- 
ties  to  make  improvements  that 
;fit  both  the  environment  and 
bottom  line. 

onservation  can  be  fruitfully 
ied  to  both  the  use  of  energy  and 
eneration.  Replacing  a  conven- 
al  incandescent  75-watt  bulb 
1  an  18-watt  fluorescent,  for 
aple,  sheds  the  same  light  but 
ds  the  emission  of  nearly  800 
ids  of  carbon  dioxide  that  oth- 
se  would  have  been  released 
ithe  life  of  the  bulb, 
lie  humble  refrigerator  gobbles 
rd-to-believe  7%  of  the  total 
electrical  output.  Some  U.S. 


^^IKental  guiiiiiiiIii^P 

IHlglean  air.  Hie  eiwlnmment.  Endangered  species. 


itment  of  the  . 


oviding  our  commercial  and  industrial  customers  with  altern 
electric  technologies  to  protect  our-fragtlri  environment.  , 
We  are  also  helping  to  protect  the  more  than  100  threatened  or  endangered  species 
in  central  and  southern  California  through  our  Endangered  Species  Alert  Program. 
Protecting  the  world  around  us  is  serious  business.  And  we  will  keep  searching  for 
new  ways  to  make  our  world  a  better  place  to  live.  ^^^^ 

Wildlife  photography  ^  ..^      .  _ 

by  Ian  c  Tail  Southern  California  Edison  Cornpany 

Technical  photograph  .  -r.i.  l-l.-lj:- 

by  Kerry  carrirth  Together  wc  Can  brighten  the  juturc. 
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"The  next  war  in  our  region  will 

be  over  the  waters  of  the  Nile,  n(.^ 

politics."  I 

Esmat  Abdel-Meguid 
Egyptian  Foreign  Minister 


Volvo's  prototype  LCP  car  gets  about  65  mpg. 

manufacturers,  such  as  General  Electric,  are  exper- 
imenting with  ways  to  improve  refrigerator  insula- 
tion and  make  refrigerators  more  efficient.  The 
American  Council  for  an  Energy  Efficient  Economy 
says  that  if  all  U.S.  refrigerators  were  upgraded  to 
the  most  efficient  now  available,  the  country  could 
save  the  energy  output — and  the  carbon  dioxide 
emissions — of  12  large  power  plants. 

Automobiles  provide  an  even  more  striking 
opportunity.  Replacmg  a  car  that  gets  about  25 
miles  per  gallon  with  one  that  is  twice  as  fuel- 
efficient  would  keep  18  tons  of  carbon  dioxide  from 
being  emitted  into  the  atmosphere  over  10  years. 

American,  European,  and  Japanese 
car  makers  have  succeeded  in  producing 
cars  that  are  far  more  energy-thrifty  than 
the  gas-guzzlers  of  yore,  and  some  com- 
panies are  experimenting  with  still  more 
efficient  vehicles.  Volvo,  for  example, 
has  demonstrated  a  prototype  car  that 
averages  65  miles  per  gallon  on  the 
highway.  With  more  than  500  million 
cars  and  trucks  in  use  worldwide — and 
projections  for  more  than  one  billion  by 
the  year  2030 — highc  efficiencies  will 
be  badly  needed. 

Utility  compinies  can  play  a  major 
role  in  improving  '  he  efficiency  of  elec- 
trical generation.  A  1985  survey  by  the 
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Wind  turbines  supply  power  to 
southern  California. 


world's  largest  electric  utility,  the  Companhia 
Energetica  de  Sao  Paulo  in  Brazil,  calculated  that 
$2  billion  investment  in  improving  its  energy 
efficiency  would  offset  the  need  for  22  billion  wa 
of  new  generating  capacity,  which  would  otherwi 
cost  at  least  $44  billion  by  the  year  2000. 

And  if  the  cores  of  distribution  transformers  i 
the  United  States  were  replaced  by  a  more  efficierj 
metallic-glass  alloy,  one  study  estimates,  it  wouL 
save  35  billion  kilowatt-hours  every  year. 

A  switch  from  high-carbon  fuels — the  worst  is 
coal- — -to  low-carbon  fuels — the  best  is  natural 
gas- — is  another,  albeit  temporary,  option  for  red 
ing  greenhouse  emissions.  Burning  coal  generate 
almost  twice  as  much  carbon  dioxide  per  energy 
unit  as  does  burning  natural  gas  and  1.5  times  as 
much  as  oil.  Advanced  generating  technologies  n 
being  developed  by  the  utility  industry  could  hell 
even  more.  Using  new  gas  turbines  to  generate 
electricity  could  cut  carbon  dioxide  emissions  by 
60%  compared  with  a  conventional,  coal-fired 
power  plant. 

A  whole  range  of  energy-generating  options 
avoid  the  greenhouse  gas  problem  altogether. 
Nuclear  power  plants  now  generate  about  20%  oj 
U.S.  electricity.  Several  companies  are  formulati 
advanced  reactor  designs  for  which  they  claim  coj 
siderable  improvements  in  safety,  reliability,  and 
cc  economy.  Problems  remain  to  be  ovi 

0  come,  however,  before  there  can  be 

1  renaissance  of  nuclear  power  in  this 
^  country.  Foremost  is  the  question  oi|ia| 
°  safe  storage  of  radioactive  nuclear 
^  waste,  still  one  of  the  hottest  of  ongl 
8  ing  waste-disposal  debates. 

Other  energy-generating  technoi 
gies  that  do  not  produce  greenhouse! 
emissions  include  solar  (both  photo|iie 
voltaic  and  solar  thermal),  geothern 
wind,  and  hydroelectric.  With  the 
exception  of  the  last  (most  useful 
hydroelectric  sites  in  the  United  Sti 
have  already  been  exploited),  the     i  f 
development  of  these  environmentajjji^ij 
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ign  sources  has  been  slowed  by  cheap  S 
and  by  the  diminution  of  federals 
port  over  the  last  decade.  ^ 
Lecent  commercial  progress  in  bring-  - 
solar  and  wind  resources  on-line,  < 
/ever,  has  been  encouraging.  Luz  ^ 
ir  Corp.,  for  example,  is  now  supply- 
275  megawatts  of  electricity  to 
thern  California  Edison  from  its 
r  thermal  "farms."  Each  80-mega- 5 
t  facility  holds  back  325  million 
nds  of  carbon  dioxide  a  year  that  - 
Id  otherwise  be  emitted  by  an  oil-  g 
ling  plant.  ^ 
here  is  another  side  to  the  green- 
ie  equation:  preserving  sources  of 
on  dioxide  uptake.  Conserving  trop- 
forests  now  being  obliterated  for 
e  ranching  and  other  development 
d  be  triply  beneficial:  First,  the 
ged  forests  would  absorb  carbon 
ide.  Second,  not  burning  the  trees 
d  keep  carbon  dioxide  and  other 
ihouse  gases  from  spewing  into  the 
(Sphere.  And  third,  the  cattle  and 
ites  that  follow  the  destruction  ot 
orest  would  not  be  generating 
lane. 

larmaceutical  and  other  companies 
rontribute  to  the  preservation  ot 
cal  forests  by  entering  into  com- 
:ial  agreements  for  "chemical 
)ecting."  Many  of  the  diverse  plant 
nimal  species  in  these  regions  hold 
economic  promise  as  suppliers  of 
medicines  and  other  products  than 
I  the  range  or  farmland  for  which 
ire  sacrificed. 

my  believe  that  the  mission  is  not 
y  to  save  trees,  but  to  plant  them, 
istions  range  from  the  gigantesque 
;  more  practical.  A  spokesman  for 
nvironmental  Defense  Fund  has 
sted  planting  an  area  twice  the  size 


Egypt's  Nile  Delta  forms  a  farm  corridor  above  the  Suez  Canal. 
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of  New  Jersey  with  trees.  The  Oak  Ridge  National 
Laboratory  has  calculated  that,  to  counteract  the 
amount  of  carbon  dioxide  emitted  each  year  by  the 
world's  lossil-fuel  burning,  an  area  the  size  of 
Australia  would  have  to  be  planted  with  trees. 

More  modest  is  the  so-called  "offset  strategy,"  in 
which  a  company  building  new  facilities  pledges  to 
plant  enough  trees  to  compensate  for  its  added  car- 
bon dioxide  load.  The  first  such  example  of  this 
strategy  is  a  U.S.  company.  Applied  Energy  Services, 
which  is  funding  the  planting  of  enough  trees  in 
Guatemala  to  absorb  the  15.5  million  tons  of  carbon 
dioxide  that  will  be  emitted  over  40  years  by  a  new 
coal-fired  power  plant  being  built  in  Connecticut. 


Such  voluntary  efforts  by  busmess  are  not  me 
altruistic.  An  environmental  mind-set  for  corpo 
tions  has  become  vital  to  economic  survival.  Or 
the  words  of  William  Ruckelshaus,  a  former  hea 
the  Environmental  Protection  Agency  and  now 
chairman  of  Browning-Ferris  Industries:  "The 
world's  decision-makers  are  beginning  to  under- 
stand that  it  is  impossible  to  separate  economic 
development  from  environmental  issues.  ...Dev 
opment  in  this  context  expands  far  beyond  eco- 
nomics alone.  ...Effective  development  must  pre 
mote  human  progress  not  just  in  a  few  places  fop 
few  people  and  for  a  few  years,  but  for  the  entin 
planet  and  for  the  foreseeable  future."  ■ 


CONSERVATION:  THERE'S  NO  PLACE  LIKE  HOME 


Energy  conservation,  like  charity, 
begins  at  home.  And  so  the 
Southern  California  Edison  Co. 
has  started  on  a  two-pronged 
program  in  which  it  cooperates  with 
home  builders  and  home  buyers  to 
cut  household  energy  costs.  For  the 
utility,  the  rationale  is  simple:  It 
costs  less  money  to  save  energy  than 
to  increase  generating  capacity. 

In  its  Welcome  Home  program, 
Southern  California  Edison  fosters 
the  building  of  houses,  condomini- 
ums, and  apartment  buildings  that 
exceed  minimum  California  state 
standards  for  energy  efficiency  by 
]  0%  to  20%.  The  program  both  helps 
builders  promote  such  dwellings  and 
furnishes  Welcome  Home  buyers 
with  conservation  tools  to  manage 
energy  intelligently. 

As  a  further  stimulus,  the  utility 
has  a  two-level  incentive  structure: 
!t  will  pay  builders  participating  in 
I  he  program  $5  per  square  foot  of 
heated  or  cooled  living  space  if  the 
structure  exceeds  the  utility's  mini- 
mum standard  by  10%.  Southern 


California  Edison  calculates  that 
builders  using  high-efficiency  etjuipment, 
such  as  heat  pumps  and  evaporative 
cooling,  can  meet  this  criterion. 

The  incentive  triples,  to  $15  per 
square  foot,  if  the  home  beats  the 
minimum  standard  by  20%.  This 
requires  use  of  the  latest  window 


Energy  efficient  "House  of  the  Future" 


technology  and  a  general  upgrade  ) 
overall  insulation  quality. 

In  the  utility's  second  program, 
local  builders  cooperate  to  build 
homes  designated  "Houses  of  the 
Future."  Each  has  an  elaborate 
home-automation  system  featurin 
touch-screen  to  control  heating  an  [  n 
air  conditioning,  interior  and  exte 
rior  lighting,  and  a  security ^ysteift 

Also  included  in  the  price  of  th 
home  are  energy-efficient  washers 
and  dryers,  refrigerators  that  defrt 
or  make  ice  only  during  off-peak 
hours,  electric  ranges,  computeriz 
lighting  and  security  systems,  anc 
zoned  heating  system. 

Once  each  house  is  sold,  the  ut 
ity  monitors  its  energy  costs,  elec^ 
tricity  consumption,  and  home- 
owner satisfaction  over  two  years;! 
this  data  is  used  to  further  impro\( 
the  energy  efficiency  of  future  nevN 
homes.  The  cost  of  the  home-  f'^^^'tloin 
automation  system  and  other 
energy-efficient  devices  is  paid  byL  j-'^ 
Southern  California  Edison  as  par|;j,|g 
this  testing  phase  of  the  program.! 
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0!  sweet  home.  There's  no  better  place  m  the  world.  And  Hitachi  consumer  electronic  products  make  any  household  all 
I?  're  pleasurable.  One  outstanding  example:  Our  CU5000K  Ultravision  Super  Projection  TV  Its  aedits  include  a  dual  focus- 
ig  •;  tem.  800-line  horizontal  resolution.  And  3-way  surround  sound.  Picture  quality  is  stunning.  Perhaps  the  best  you've 
'H|  en.  Consumer  electronics  are  only  one  way  we  bring  people  together  We're  involved  in 

tii  ad  of  fields.  From  industry  and  science  to  computers.  Hitachi.  We're  a  people  company   ./Kjk.        |*||^^^^^  | 

Hitachi  Sales  Corp.  of  America  401  WesI  Artesia  Blvd.,  Compton,  CA  90220  Phone,  (213)  537-8383 
Hitachi  Sales  Corp.  of  Hawaii,  Inc.  3219  Koapaka  Street,  Honolulu,  Hawaii  96819  Phone:  (808)  836-3621 

Simulaled  TV  picture 
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CLEANUP  INFORMATION 
FOR  CONSUMERS 


Helping  employees  manage 
use  and  disposal  of  hazardous 
chemicals  at  home  is  a  goal  for 
many  civic-minded  companies. 
One  method  adopted  by  Polaroid, 
Chevron,  Johnson  &Johnson, 
General  Dynamics,  and  others  is  to 
distribute  an  information  guide 
known  as  a  "household  hazardous 
waste  wheel"  to  employees.  These 
guides,  which  are  personalized  with 
corporate  logos,  tell  how  to  use  and 
dispose  of  cleaners,  batteries,  auto- 
motive products,  mothballs,  and 
other  household  hazardous  products 
with  proper  regard  for  the  environment. 

"It's  staggering  the  volume  of 
wastes  that  get  dumped  in  yards  or 
sinks  and  find  their  way  into  our 
water  systems,"  says  Christopher 
Duffy,  business  manager  of  the  Envi- 
ronmental Hazards  Management  Insti- 
tute (EHMI).  The  nonprofit  organiza- 
tion, located  in  Durham,  N.H.,  sells 
the  waste  wheels  and  other  environ- 
mental-education products  to  busi- 
nesses. "We're  trying  to  tell  people 
that  these  products  can  be  harmful 
and  should  be  disposed  of  in  an  envi- 
ronmentally safe  way,"  Duffy  adds. 

The  waste  wheel  suggests 
alternatives  to  using  certain  haz- 
ardous chemicals.  It  suggests, 
for  instance,  that  instead  of 
using  oil-based  paint,  which 
contains  toxic  and  flammable 
petroleum-based  solvents  and 
which  requires  the  use  of  petro- 
leum-based solvents,  mineral  spir- 
its, and  thinners  for  cleanup,  con- 
sumers use  latex  paints,  which  use 
water  as  a  solvent  and  can  be  cleaned 
up  with  soap  and  water.  The  wheels 
also  identify  household  wastes — such 
as  drain  cleaners,  rug  and  upholstery 
cleaners,  and  photographic  chemi- 
ail.s — that  should  be  stored  at  home 
uoi  ii  <;  local  community  or  refuse 


company  offers  a  household  hazardous 
waste  collection  or  recycling  program. 

Polaroid  helped  the  community 
of  Waltham,  Mass.,  participate  in  a 
collection  of  household  hazardous 
wastes  last  fall  by  providing  resi- 
dents with  the  wheels.  Polaroid  now 
makes  the  wheels  available  to  all 
employees.  It  decided  to  take  part  in 
the  collection  after  sponsoring  a 
company-wide  Earth  Day  in  October, 
according  to  company  .spokeswoman 
Mary  McDermott.  "We  were  look- 
ing at  various  ways  to  encourage 
people  to  be  responsible  at  home," 
she  says.  "It's  just  part  of  the  Polaroid 
culture  to  look  beyond  what  we  are 
supposed  to  be  doing  on  the 
business  side." 


The  20th  anniversary  of  Earth 
Day  prompted  many  companies  to 
order  the  wheels,  says  Duffy.  In  earl 
spring,  EHMI  had  orders  for  about 
200,000  of  them;  about  75%  were 
from  businesses.  Overall,  EHMI  ha; 
sold  about  400,000  household  haz 
ardous  waste  wheels  to  companies 
since  1987. 

"Business's  attentiveness  this  pa 
year  has  been  quite  exciting,"  says 
Duffy.  "The  companies  buy  the  whee 
because  they  tell  the  average  consumi 
that  it's  not  just  industry 
that  has  to  work  hard 
to  clean  up  our 
environment 
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"If  We  Don't  Address  The  Issue 
Of  Global  Ecology  We  Won't  Have 
Tb  Worry  About  The  Other  Issues'. 


June  5,  1990 
is  a  proud  day  for 
Mexico. 

On  that  day 
the  Mexican  Gov- 
;rnment  plays  host 
;o  United  Nations 
vVbrld  Environment 
)ay  the  purpose  of 
vhich  is  to  send 
orth  a  clear 
nessa^^e: 

jCt  us  build  a  bel- 
er  planet  for 
hildren. 

A  New  Crusade. 

It  had  its 
I  eginnings  in  1972 

/ith  the  establish- 
i  lent  of  the  first  'Conference  Of  The 

nited  Nations  On  The  Environment." 

c!d  in  Stockholm. 

Its  purpose  then  was  to  monitor 

langes  in  the  environment  worldwide, 

11(1  engender  proper  environmental 

actices. 

The  people  and  Govei'nment  of 
('\ico  take  pride  in  supporting  what 
line  to  be  known  as  "The  Declaration 
J  i  Stockholm."  a  key  component  of 
hich  called  for  declaring  the  5th  of 
ine  World  Environment  Day 

An  Optimistic  Focus. 
World  Environment  Day  will  start 
th  a  commemorative  ceremony  in 
Palace  of  Fine  Arts  with  a  keynote 
dress  by  the  President  of  Mexico. 

Emphasis  will  be  on  achievement 
'eady  realized  in  terms  of  aientific, 
:hnological  and  social  contributions 
such  problems  as  acid  rain,  deserli- 
ation,  loss  of  species,  contamina- 
)n  of  the  oceans,  and  atmospheric 
anges. 

The  point  will  be  made  to  the 
irld  that  Mexico  stands  as  a  nation 
the  principle  that  a  healthy  environ- 
itnt  is  essential  for  the  common 
lure  of  humanity  with  particular 
•ess  on  the  quality  of  life  our  children 
I  inherit. 


Environmental 
Partnership 

The  World 
Environment  Day 
Honor  Committee 
includes  U.N.  Sec- 
retary General  Jav- 
ier  Perez  de 
Cuellar,  President 
George  Bush  of  the 
United  States, 
Prime  Minister 
Brian  Mulroney  of 
Canada,  President 
Rafael  Angel  Cal- 
deron  Fournier  of 
(josta  Rica,  Presi- 
dent Mikhail  Gor- 
bachev of  the 
Soviet  Union,  Prime  Minister  Margaret 
Thatcher  of  the  United  Kingdom  and 
many  other  world  leaders. 

Sponsors  include  offices  of  gov- 
ernment, international  and  domestic 
environmental  organizations  and 
enter|)rises,  youth  groups  and  mem- 
bers of  the  artistic  and  cultural  com- 
munity These  organizations  will  host 
forums  to  distiiss  local,  national  and 
world  environmental  problems. 

Trees  Mean  Life. 

Trees  consume  carbon  dioxide 
emitted  by  coal-fired  power  plants  and 
other  sources.  And  carbon  dioxide  is  a 
major  factor  in  global  warming. 

That's  why  on  World  Environment 
Day  a  minimum  of  five  million  trees 
will  be  planted  throughout  Mexico-as 
many  as  possible  planted  by  children. 

At  the  same  time  a  refore^station 
telethon  will  be  broadcast  live  via  sat- 
ellite and  by  radio  around  the  world. 

Countdown  Tb  The  Millennium. 

Now,  in  the  twilight  of  the  20th 
century  is  a  time  to  re-establish  our 
commitment  to  the  earth  and  embark  on 
a  new  decade  of  environmentalism  as  we 
count  down  toward  the  year  2000. 

Capsule  of  Hope. 
A  time  capsule  containing  per- 


CAKLOS  SAblNAS  DK  GORTARI 
IW]SIDli;NTOFMIiXIGO 

sonal  messages  of  hope  for  the  next 
generation  will  be  buried  during  clos- 
ing ceremonies.  The  ca|)sule,  designed 
by  Mexico's  leading  architect,  will  be 
sealed  until  June  5,  2000. 

World  Environment  Day  will 
serve  as  a  symbol  of  international 
ecological  solidarity  by  bringing 
together  representative  groups  who 
will  draft  a  letter  to  all  the  peoples  of 
the  world  with  concrete  recommenda- 
tions for  safe-guarding  the  planet. 

This  event  also  provides  an 
op|)ortunity  to  break  away  from  our 
de|)endencc  on  fossil  fuels  and  start 
encouraging  an  international  energy 
policy  that  supports  alternative 
energy  sources  and  reduces  the  ttireat 
of  contamination. 

Initially  your  children  may  not 
know  how  successful  World  Environ- 
ment Day  was.  But  eventually  they'll 
find  out  lor  themselves. 


MEXICO 
WORLD 
ENVIRONMENT 
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ENERGY  OPTIONS 


ays  of  generating  energy  with- 
out adding  to  the  Earth's 
greenhouse  burden  include 
both  renewable  energy  sources 
and  nuclear  power.  U.S.  companies 
are  making  pioneering  advances  in 
both.  Of  such  essentially  exhaustless 
sources  as  solar  energy,  wind  power, 
energy  from  the  sea,  and  geothermal 
power,  solar  and  wind  technologies 
appear  to  offer  the  best  way  to  pro- 
vide major,  cost-competitive  energy 
supplies  for  the  near  term. 

In  California,  for  example,  Luz 
Engineering  Corp.  has  built  giant 
solar  farms  using  the  solar  thermal 
method  of  turning  sunlight  into 
electricity.  Mirrored  panels  concen- 
trate sunshine  onto  a  synthetic  fluid 
that  heats  to  735  degrees  F  and  is 
used  to  generate  steam,  which  drives 
an  electric  turbogenerator.  The  system 
is  backed  by  natural-gas  heating. 
These  farms  provide  275  megawatts 
of  electric  power  to  Southern  Cali- 


fornia Edison.  That  may  rise  to  600 
megawatts — half  the  output  of  a 
large  nuclear  plant — as  more  solar 
farms  are  built. 

Photovoltaic  systems  convert  sun- 
light to  electricity  directly,  using 
solar  cells  made  of  silicon  and  other 
semiconductor  materials.  Because 
they  eliminate  the  intermediate 
heating  stage  of  solar  thermal  plants, 
they  are  more  efficient.  But  the 
materials  themselves  and  the  overall 
cost  are  expensive. 

One  of  the  world's  largest  photo- 
voltaic solar  energy  plants  is  Arco 
Solar's  Carissa  Plain  facility  near  San 
Luis  Obispo,  Calit.  It  uses  silicon  cells 
to  produce  6.5  megawatts,  enough 
to  power  about  2,000  homes.  Other 
companies,  such  as  Chronar  Corp.  of 
Princeton,  N.J.,  are  exploring  the 
energy  potential  of  less  expensive 
forms  of  silicon;  sometime  in  1990, 
It  expects  to  complete  a  plant  capa- 
ble of-  manufacturing  10  megawatts 


I'thfc'n  California  Eo  .on  cistomers  light  up  with  solar-thermal-generated 
i-ctf.ti':  ty  provided  by  i.  z  parabolic  troughs. 


Of  renewable  energy  sources,  t 
solar  and  wind  technologies  I 
may  offer  the  best  way  to  provid< 
major,  cost-competitive  energy  r 
supplies  for  the  near  term. 

worth  of  solar  cells  each  year. 

The  U.S.  Department  of  Energy 
has  proposed  budget  increases  for 
solar  thermal  and  photovoltaic 
research  and  development  in  1991. 

Farms  of  giant  wind  turbines,  li 
those  built  by  U.S.  'Windpower  in 
California's  Altamount  Pass,  could 
also  play  a  substantial  role  in  the 
future.  U.S.  Windpower  supplies 
electricity  to  Pacific  Gas  &  Electric 
The  output  of  California's  wind  tur 
bines  in  1989 — 2  billion  kilowatt 
hours — was  enough  to  power  a  citj 
the  size  of  San  Francisco.  General 
Electric's  Space  Division  figures  th; 
wind  power  could  furnish  about  40 
of  the  total  U.S.  electricity  deman 

Debates  over  nuclear  power  ragi 
on.  Meanwhile,  nuclear  engineers 
several  companies  are  pressing  for- 
ward with  designs  for  reactors  tha 
are  simpler,  safer,  and  miore  econo 
ical  than  those  now  in  use. 

One  of  these  designs  will  actual] 
be  embodied  in  two  Tokyo  Electri 
Co.  plants  to  be  built  and  put  in  opi 
ation  by  1998.  The  design  is  Genej 
Electric's  "advanced  boiling  water] 
reactor."  The  design  being  develop 
by  GE  and,  separately,  by  'West- 
inghouse  Energy  Systems  is  of  a  ty 
called  "passively  safe."  That  means  l| 
reactor  could  cool  itself  in  the  cvei| 
of  an  accident  for  up  to  72  hours. 

Still  more  radical  designs  are 
being  investigated.  The  Argonne 
National  Laboratory  and  GE  are  cd 
laborating  on  a  reactor  cooled  in  a| 
bath  of  molten  sodium.  General 
Atomics  in  San  Diego  and  a  utilit]j 
consortium  called  Gas  Cooled 
Reactor  Associates,  with  support 
from  the  Electric  Power  Research  i 
Institute,  Palo  Alto,  Calif,  are 
working  on  a  reactor  powered  by  ^ 
ultrasafe  type  of  fuel  and  cooled  b;Jj 
helium  gas. 
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$250,000  Annually? 

lell  a  product  needed  and  wanted  by  all  markets! 

Industrial  •  Municipal  •  Commepciai  •  Residenflai 

A  Product  that  can't  be  purchased  from 

anyone  but  you... 

an  Environ  Dealer. 

Sell  a  product  to  highly  motivated  buyers  concerned  for  their... 
-Health  -  Family  Well  Being 

-  Environment         -  Job  Security 

-  Economic  Savings    -  Personal  Liability 

u  had  an  opportunity  to  be  a  dealer  when  the  first  television  appeared 

what  would  you  be  worth  today? 

f  a  similar  opportunity  was  presented...  Are  you  ready  this  time? 

,000  to  $100,000  Capitai  required.  Information  will  be  forwarded  to  qualified  inquiries. 

Write  for  Deaiership  information  to: 


TECHNOLOSIES 


CORPORATION 


Eighteen  Corporate  Plaza  -  Newport  Beach,  California  92660  -  (714)  720-3650  -  (714)  720-0201 


MENS 

1895.  That  was  then. 


Working  in  a  small  laboratory,  Wilhelm  Roentgen  nnade  the  world's  first  x-ray  images. 
Working  with  him,  Siemens  patented  and  manufactured  the  world's  first  x-ray  tubes. 


S)  Siemens  Corporation  1990 


1990.  This  is  now. 


This  modern  magnetic  resonance  image  lets  doctors  see  into  the  human  body  more 
clearly  than  ever  before.  It  is  a  product  of  years  of  Siemens  investment  in  research  and 
development.  Happily  you  don't  have  to  be  a  scientist  to  appreciate  the  results.  Doctors, 
hospitals  and  clinics  throughout  America  are  giving  their  patients  better  care  because  of 
Siemens  advances  in  many  forms  of  diagnostic  imaging,  including  ultrasound,  magnetic 
resonance,  nuclear  imaging  and  computed  tomography  And  that's  the  kind  of  result  we 
can  all  feel  good  about.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003M.  Trenton.  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Grapfiic  Systems 
Information  Systems      Ligtiting  Systems      Medical  Systems      Power  Generation  Telecommunications 


IVING  RESOURCES 


EXTINCTION  IS 
FOREVER 


'he  extinction  event  that  we  are  ivitnessing 
'he  most  catastrophic  loss  of  species  in 
last  63  million  years.  Most  importantly, 
s  the  first  major  extinction  event  that 
been  caused  by  a  single  species.  ...the 
e  of  extinction  over  the  next  few  decades 
ikely  to  rise  to  at  least  1 , 000  times 
normal  background  rate... and  will 
miately  result  in  the  loss  of  a  quarter  or 
'e  of  the  species  on  earth. " 

A  "LOSS  OF  BIOLOGICAL  DIVERSITY,"  A  1989  REPORT 
HE  NATIONAL  SCIENCE  BOARD 


he  "single  species"  causing  all  this  trauma  is, 
of  course,  man.  Every  species  dies  out  sooner 
or  later.  But  the  natural,  or  "background," 
rate  of  extinction  for  existing  species — some 
biologists  reckon  there  are  as  many  as  80 
million  oi  them,  with  15  to  30 
on  species  of  insects  alone — is  on 
Drder  of  one  to  10  per  year.  And 
ig  the  13,000  or  so  species  oi  birds 
mammals,  one  species  would  be 
;ted  to  die  out  every  100  to  1,000 
Yet  they  are  vanishing  at  the  rate 
e  per  year. 

1  estimated  67,000  plant  species 
■are  or  under  threat  of  extinction  in 
/orld's  temperate,  subtropical,  and 
cal  regions."^  Further,  the  world  is 
^  about  100  species  of  all  kinds  per 
This  is  partly  attributable  to  an 
erating  rate  of  land  clearing  and 
ng  of  tropical  forests,  home  to  the 
;t  number  ot  species  of  any  habitat 
•  rth.  Up  to  50  million  acres  of  trop- 


ical forest  disappeared  in  1987,  the  latest  year  for 
which  information  is  available;  that  is  an  area  nearly 
the  size  of  West  Germany. 

But  the  loss  of  species  is  not  confined  to  tropical 
forests.  In  the  United  States  alone,  nearly  3,000 
species  and  subspecies  face  extinction.  Of  native 
plants,  680  are  in  danger  of  becoming  extinct  by 
the  year  2000,  and  some  2,300  more,  or  about  10% 
of  all  indigenous  plants,  are  threatened  with  a  less 
imminent  demise.  In  fact,  Norman  I.  Platnick  of  the 
American  Museum  of  Natural  History  in  New  York 
says  the  problems  in  temperate  areas  are  just  as 
severe  as  those  in  the  tropics.  "Chile,  New  Caledonia, 
Madagascar — these  places  are  being  wiped  out." 

The  museum's  Ian  Tattersall,  an  anthropologist, 
says  that  a  number  of  primate  species  in  Madagascar 
are  threatened  with  extinction  because  the  forests 
they  dwell  in  are  being  leveled  for  cattle  raising  or 
to  produce  charcoal  from  the  trees.  "Madagascar  is 
a  case  where  diversity  is  being  wiped  out  before  we 
have  a  chance  to  know  what  that  diversity  is." 
In  the  past  10  years,  the  world  elephant  popula- 
-  tion  has  crashed  from  1.3  million 
animals  to  625,000,  largely  as  a  result 
of  illegal  poaching  for  ivory.  In  some 
countries,  such  as  Kenya  and  Zambia, 
the  elephant  population  is  only  about  a 
third  of  what  it  was  10  years  ago. Trade 
in  tropical  birds  and  in  fur  and  leather 
from  cat,  crocodile,  lizard,  and  snake 
hides  used  in  fashionable  clothing  is 
decimating  these  species  in  many 
countries.  Drift  net  fishing  on  the 
high  seas  is  killing  tens  of  thousands 
of  dolphins  every  year. 

PRESERVATION  OF  BIOCAPITAL 

Mankind's  fatal  impact  on  the  world's 
creatures,  both  plant  and  animal, 
is  readily  attributable  to  a  variety  of 

EARTH  /  83 


SPECIAL     ADVERTISING  SECTION 


CORPORATIONS  MAKE  WAY  FOR  WILDLIFE 


A growing  number  of  executives 
are  turning  idle  or  little-used 
company  property  into  habitat 
tor  wildlife.  For  years  many 
corporations  have,  to  varying 
degrees,  developed  wildlife  habitat 
on  buffer  zones  around  plant  and 
office  buildings.  Now,  however, 
more  and  more  companies  are  work- 
ing with  conservation  groups,  state 
and  federal  agencies,  and  wildlife 
biologists  to  maximize  the  potential 
of  their  property  to  support  wildlife. 

"Companies  have  recognized  that 
they  have  a  responsibility  to  the 
environment  and  wildlife,"  says 
Joyce  Kelly,  executive  director  of  the 
Wildlife  Habitat  Enhancement 
Council  (WHEC),  a  two-year-old 
nonprofit  group  that  works  with 
companies  to  develop  habitat.  "We 
see  much  more  enlightenment  on 
the  part  of  corporate  America  when 
it  comes  to  wildlife."  Since  WHEC 
was  launched  with  seven  corporate 
members  and  four  conservation 
groups,  membership  of  the  Silver 
Spring,  Md. -based  council  has 
grown  to  40  companies. 

A  number  of  large  corporations 
are  making  way  for  wildlife: 

■  Consumers  Power  Co.,  the  largest 
power  utility  in  Michigan,  has  habi- 
tat-enhancement programs  under 
way  at  five  of  its  electric  generating 
facilities.  Projects  range  from  devel- 
oping wetlands  to  protecting  and 
propagating  endangered  or  threat- 
ened plant  species. 

■  Phillips  Petroleum  Co.  is  working 
with  Ducks  Unlimited  and  state  and 
ffderal  fish  and  wildlife  agencies  to 
protect  important  wetlands  in  Texas, 
Okiiihoma,  Kansas,  Colorado,  and 
Kt  vv  .Mexico.  The  overall  cooperative 
efr.,,  ' ,  called  the  Playa  Lakes  Joint 
Veri  i.'re,  is  designed  to  preserve  and 
enhuncf  the  shallow  Playa  Lakes 
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wetlands,  which  are  vital  resting  and 
wintering  habitat  for  waterfowl. 

■  Vulcan  Materials  Co.,  one  of  the 
nation's  largest  producers  of  crushed 
stone,  is  preparing  a  wildlife-man- 
agement plan  for  five  of  its  quarries 
in  northern  Virginia.  If  the  plans  are 
successful,  Vulcan  may  extend  the 
program  to  more  than  100  of  its 
facilities  in  17  states. 

■  Dow  Chemical  is  developing  habi- 
tat and  conservation  programs  at 
several  facilities,  including  its  research 
center  in  Granville,  Ohio,  where 
officials  are  planting  indigenous 
grass  and  plant  species  on  a  220-acre 


site.  The  chemical  manufacturer  has  iUfK 
also  given  thousands  of  acres  of  lane  lal 
for  wetlands  and  other  habitats. 

■  International  Paper  Co.,  which 
spends  over  $1  million  a  year  on 
wildlife  and  environmental  pro- 
grams in  its  mid-South  region,  last 
year  worked  with  Ducks  Unlimited 
and  the  Louisiana  Department  of 
Wildlife  and  Fisheries  to  restore  t 
800-acre  Soda  Lake  Refuge  in  nortl  'hy 
western  Louisiana. 

■  Duke  Power's  longstanding  wet- 
lands conservation  program  protect 
fish-spawning  habitat  within  com- 
pany lakes  and  streams.  In  1984, 
Duke  Power  won  the  first  Con- 
servation Achievement  Award  givei 
to  a  company  by  the  National 
Wildlife  Federation. 

"It's  Significant  that  more  and 
more  companies  are  working  on 
wetlands  and  giving  funds,"  says 
David  Wesley,  group  manager  of 
conservation  programs  for  Ducks 
Unlimited.  "There  just  aren't  that 
many  conservation  funds  floating 
around  out  there,  and  every  bit  help;  S 
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More  than  200  employees  monitor  the  natural  resources  surrounding  Duke  Power'j 
37  generating  stations  in  North  Carolina.  Top  photo:  Vulcan  Materials'  Sanders  Quaj-  ,105,) 
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TARGET  TOMORROW'S  OPPORTUNITIES  TODAY 
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;ures:  destruction  or  alteration  of 

ral  habitats;  harmful  agricul- 

l  practices  such  as  monocrop 
,  ing;  pollution;  and  introduction 
oreign  plants  and  animals. 

lan-induced  global  warming 

to  an  accelerated  greenhouse 

c  may  worsen  the  problem  to  an 

I  edictable  extent. 

j 

hy  does  this  matter?  Is  it 
J  important  if  spotted  owls  or 
footed  ferrets,  much  less 
ire  tropical  plants,  vanish  from 
arth? 

e  answer  is  yes.  The  well-being 
rth  as  a  viable  biosphere,  and 
jf  our  own  species,  depends  on 

taining  the  enormous  living   

rce  that  evolution  has  bestowed 
e  planet.  This  resource  consists  not  only  of  the 
lible  variety  of  species  but  of  the  reservoir  of  diverse 
ic  material  they  preserve  as  a  sort  of  "biocapital." 
e  value  of  that  biocapital  is  underscored  by 
t  advances  in  biotechnology  that  enable  com- 
s  to  extract  or  synthesize  genetic  material  and 
to  produce — in  bacteria  or  yeast — new  crop 
ars  or  new  drugs,  such  as  Amgen's  EPO, 
?mia-fighting  drug.  Genetic  material  is  the 
d  resource  for  the  rapidly  growing  biotech- 
y  industry. 

X  WARNINGS 

id  the  value  of  the  genetic  information  unique 
h  species,  however,  the  continued  loss  of 
s  is  a  warning  signal  that  the  environment  is 
damaged  in  ways  that  could  soon  become 
eeable  to  humankind  itself  The  precipitous 
e  in  the  numbers  of  many  songbird  species 
fjgularly  migrate  to  North  America  is  a  signal 
damage  done  by  both  the  clearing  of  their 


Resources  1990-91,  compiled  by  the  World  Resources  Institute  in 
I  ition  with  the  U.N.  Environment  Programme  and  the  U.N. 
I  Tient  Programme  (Oxford  University  Press,  NY,  1990). 


Invest  in  the 
Environment! 

Fidelity  Environmental  Services  Portfolio 


Fidelity  believes  environmental  cleanup  is  likely  to  be  one  of  society's  most 
pressing  issues  through  the  '90s  and  beyond.  With  Fidelity  Select  Environmen- 
tal Services  Portfolio,  you  can  harness  the  growth  poten- 
tial of  this  important  industry  with  the  convenience  of  a 
mutual  fund.  The  portfolio  targets  companies  engaged  in 
waste  management  and  pollution  control  activities. 

The  portfolio  is  aggressive  in  its  search  for  capital 
appreciation,  so  share  price  may  be  volatile.  Start  with 
$1000;  $500forIRAs. 


Fidelity  Select  Portfolios.®  For  more  complete  information,  including 
management  fees,  expenses  and  the  fund's  2%  sales  charge  and  1%  deferred  sales  charge, 
call  or  write  for  a  free  prospectus.  Please  read  it  carefully  before  investing  or  sending 
monev.  Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  660603, 
Dallas,  TX  75i66-0603  Service  for  the  hearing  impaired,  TDD/1-800-544-0118. 
Call  24  hours 

1-800-544-8888 


Fidelity 
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wintering  grounds  in  tropical  forests  and  the  pol- 
luting of  their  northern  sites. 

Coal  miners  once  used  caged  canaries  as  indicators 
of  potentially  lethal  gas  concentrations.  If  the  canary 
swooned,  it  was  time  to  leave.  Today,  biologists 
monitor  the  endangered  Kirtland's  warbler — a  mere 
400  remain  in  their  only  habitat,  the  jack  pine 
forests  of  northeast  Michigan — for  early  clues  to 
ecological  changes  that  may  already  be  under  way 
because  of  global  warming.  Biologists  at  the 
University  of  California,  Santa  Barbara,  predict  that 
within  the  next  50  years  global  warming  will  dras- 
tically alter  northern  Michigan  forests  as  tempera- 
ture-sensitive tree  species  migrate  north,  wiping 
out  the  habitat  for  Kirtland's  warblers. 

Many  other  species  of  animals  and  plants  serve  as 
such  "bio-indicators."  The  American  Fisheries 
Society  reported  at  the  end  of  1989  that  one-third 
of  the  1,000  species  and  subspecies  of  freshwater 
fish  in  North  America  are  at  risk  because  of  the 
deteriorating  quality  of  lakes,  rivers,  and  streams. 
Pollution  from  sewage  and  industrial  and  agricul- 
tural chemicals;  acid  rain;  and  diversion  for  irriga- 
tion and  drinking  water  are  all  leading  contributors 
to  the  destruction  of  fish  habitats,  continued 
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"The  growing  number,  new  roles,  and 
expanding  influence  of  nongovernmenil 
organizations  is  one  of  the  most  strikii; 
signs  of  hope  for  our  common  future.' 

Linda  Starke,  Author  "Signs  of  Hope" 


Amphibians  are  another  member  of 
the  natural  early-warning  system  that 
ecologists  insist  be  heeded.  In  what  is 
being  described  as  a  "biological  emer- 
gency," frogs  and  salamanders  are  disap- 
pearing all  over  the  world.  A  conference 
on  the  phenomenon  was  convened  by 
the  National  Academy  of  Sciences  and 
held  at  the  University  of  California, 
Irvine,  last  February. 

Particularly  disturbing  to  the  assem- 
bled scientists  was  the  fact  that  the 
amphibians  are  vanishing  not  just  from 
industrialized  areas,  but  from  remote 

ponds  in  the  High  Sierras  and  from  rain    The  perennial,  virus-resistant 
n        I  n  1    corn  species,  Zea  diploperennis 

forests  in  brazil,  Costa  Kica,  and 

Australia.  "It  suggests  there  may  be  something 
more  than  acid  rain  in  the  equation,"  says  zoologist 
John  Larsen  of  Washington  State  University. 

University  of  Miami  biologist  Marc  Heyes 
lamented  that  frogs  are  not  just  a  vital  link  in  the 


food  chain,  some  species  are  source; 
chemicals  with  valuable  medicinal 
properties.  "Who  knows,"  he  said, 
"the  answer  to  recovering  from  AI 
may  lie  in  some  amphibian." 

Indeed,  the  loss  of  the  Earth's  bio 
ical  capital  threatens  the  precarious  , 
supply  of  foods  and  medicines  esser  i 
to  human  survival,  and  denies  us  th 
ability  to  develop  new  and  better  v(  t 
sions  in  the  future.  Thomas  E.  Lova 
assistant  secretary  of  the  Smithsoni; 
Institution,  has  said,  "In  the  over- 
whelming number  of  cases,  it  is  im 
sible  to  speak  of  the  direct-use  bene 
of  a  species;  often  there  is  none.  Bu 
our  very  inability  to  predict  which  species  may  p 
useful  is  the  reason  for  not  losing  a  single  one. 


STALKING  CORN 

One  striking  example  of  this  principle  came  to 

2  light  in  1976  when  Hugh  litis  of  tt 

3  University  of  Wisconsin  madeastun|3„yp|. 
i  discovery:  a  previously  unknown  a4(j2e3| 
^  valuable  form  of  teosinte,  the  wild  arpjfi-jj, 
1  tor  of  modern  corn,  or  maize  (Zea  m 
'r      Corn  is  an  annual — it  must  be 

planted  anew  each  year.  Biologists 
knew  that  a  perennial  form  of  teos 
existed,  but  none  of  the  wild  grass 
been  found  after  1921.  Even  thou£ 
had  40  chromosomes  rather  than 
corn's  20,  and  so  could  not  be  brec 
with  modern  corn,  litis  continued 
search  for  it  until  I960.  In  1976, 1 
mailed  his  colleagues  New  Year's 
with  a  sketch  of  this  presumably  t^^y 
extinct-in-the-wild  plant.  paracter 
Sometime  afterward,  a  botany  sti||jf^jj^^ ' 
at  the  University  of  Guadalajara  ir 


viel 


Mexico  found  a  stand  of  candidate 


Uev(>!lopment  haa  dealt  a  blow  to  the  endangered  Santa  Cruz  long-toed  salamander. 
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grass  in  a  remote  mountain  area,  a  ■^f...-. 
sent  its  seeds  to  litis.  When  litis  ^13...^^ 
plants  from  the  seeds,  they  turned  ,  , 


'trot 


1  ;  of  endangered  species.  A  humpback  whale  takes  a  dive  in  the  coastal  waters  off  southeastern  Alaska. 


!    an  unknown  form  of  teosinte,  which  botanists 

!  :)ed  Zea  diploperennis. 
emarkably,  the  new  plant  had  20  chromosomes, 

'  so  could  be  interbred  with  modern  corn,  giving 

1   ()  hopes  for  a  true  perennial  corn.  Moreover, 

1  ilant  is  the  only  known  source  of  resistance  to 

h  hree  major  corn  viruses.  Sound  worth  saving? 

(t  vhen  litis  visited  Mexico  he  found  the  plant 

;r  ing  on  not  more  than  three  acres. 
3w  Mexico,  among  other  countries,  is  begin- 

i:  to  respond.  On  June  5,  it  hosted  the  U.N. 

^  d  Environment  Day.  The  celebration  included 
!;  ing  five  million  trees, 
le  rampant  obliteration  of  wild  plant  habitats 

li  :ould  yield  desirable  new  strains  or  desirable 
?'  haracteristics  for  old  strains  is  a  clear  and  pre- 
1  hreat  to  the  future.  Current  efforts  by  a  grow- 
ls umber  of  companies  to  preserve  natural  habi- 
t:  r  create  wildlife  refuges  on  land  around  their 
c  les  is  one  positive  response  to  the  problem  (see 
»  ""age  86).  So  are  the  efforts  of  conservation 
0  )S  such  as  The  Nature  Conservancy  (page  90). 

I 


The  loss  of  genetic  diversity,  however,  also 
imperils  the  world's  current  food  supply.  Ten  thou- 
sand years  ago,  when  the  human  population 
amounted  to  about  5  million  souls,  they  subsisted 
on  some  5,000  food  plants.  Today,  according  to  the 
Department  of  Agriculture,  only  15  or  so  species 
literally  stand  between  a  world  population  of  5.2 
billion  and  starvation. 

"This  concentration  on  a  few  species  at  the 
expense  of  crop  diversity,"  noted  Jean  Mayer,  presi- 
dent of  Tufts  University,  "makes  us  extremely  vul- 
nerable to  catastrophic  interruptions  in  the  food 
supply,  through  natural  or  engmeered  disaster." 

Examples  of  such  disasters  are  not  hard  to  find: 
The  great  Irish  famine  of  1845  resulted  from 
the  extreme  narrowing  of  the  genetic  base  of  the 
Irish  potato,  leaving  the  plant  defenseless  against 
a  fungal  disease  now  called  the  late  potato  blight. 
Almost  overnight,  every  potato  plant,  the 
mainstay  of  the  Irish  food  supply,  was  lost.  The 
ensuing  catastrophe  caused  the  deaths  of  nearly 
a  million  people,  and  the  amtinned  on  page  92 
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Give  Your  Mother  the  Respect 
She  Deserves. 
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The  earth  is  the  mother  of  us  all.  She  gives  and  supports  life.  Our  greatest 
responsibility — to  ourselves,  to  future  generations,  and  to  all  living  things — is 
keep  the  earth's  land,  sea,  and  air  as  free  from  pollution  as  possible. 

At  NKK,  we're  committed  to  doing  exactly  this.  We're  proving  that  with 
proper  planning  and  engineering,  even  large  industrial  projects  can  be  environ- 
mentally safe. 

One  example  is  the  580-hectare  Laem  Chabang  Industrial  Complex  in 
Thailand.  NKK  is  providing  highly  advanced  refuse  incineration  and  waste  wa'  "^S"^'*! 
treatment  plants  to  ensure  that  the  Complex  will  not  adversely  affect  its 
surroundings. 

At  our  own  facilities  as  well,  environmental  protection  is  given  top  priorif 
We  have  developed  a  wide  variety  of  equipment  and  processes  to  eliminate  an^ 
control  waste  and  pollution.  And  we  are  constantly  upgrading  the  pollution 
control  technology  of  our  steelmaking  processes  and  improving  our  resource  a 
energy  conservation  abilities. 

We  think  our  contributions  to  environmental  protection  are  making  a  diffe'-'^^lso 
ence.  And  we  want  to  work  with  others  to  accomplish  even  more.  Let's  keep  f^^^i 
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Mother  looking  her  best. 
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NKK  CORPORATION 


Headquarters:  Tokyo 
U.S.  Subsidiary:  NKK  America  Inc 
U.S.  Affiliates:  National  Steel  Corp 


lations|i( 


1 


New  York,  Washington  D.C.,  Detroit,  Houston,  Los  Angeles  "'  j  Nonoi, 

International  Light  Metals  Corp.  "^r  ' 

Principal  Overseas  Offices:  Vancouver,  Rio  de  Janeiro,  London,  Dusseldorf,  Rotterdam,  Beijing,  Hong  Kong,  '  '  % 
Bangkok,  Singapore,  Jakarta,  Taipei,  Al-Khobar  '  ^(jj, 

Business  Fields:  Engineering  (including  Environmental  Industries  Engineering).  Steelmaking,  Urban  Developmei 
Advanced  Materials,  Electronics,  Biotechnology 
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■XECS  MAKE  ENVIRONMENT 
rHEIR  BUSINESS 


Wany  business  executives 
routinely  donate  corporate 
property  as  well  as  money  to 
environmental  causes.  But 
iny  also  contribute  personal  time, 
'ings,  and  other  resources 
help  protect  the  environment. 
Two  businessmen  making  signifi- 
it  contributions  are  Yvon 
ouinard,  the  founder  of  the  out- 
3r-clothing  company  Patagonia, 
\  retired  East  Coast  real  estate 
/eloper  Wallace  Pate. 
In  1984,  Chouinard  was  poised  to 
.  his  successful  company  and 
ire.  But  then  he  realized  he  could 
p  chip  away  at  some  of  the 
rld's  pressing  environmental 
i  blems  by  contributing  a  portion 
i  'atagonia's  profits  to  environmen- 
and  conservation  groups.  Choui- 
d  stayed  in  business,  and 
agonia  donates  more  than  10% 
>re-tax  profits  to  environmental 
ups  and  individuals.  This  year, 
minard  plans  to  give  away  at 
It  $1  million. 

The  chairman  of  Lost  Arrow 
■'atagonia's  parent  company — 
juinard  serves  on  the  board  of 
■ctors  of  the  Peregrine  Fund  and 
Nature  Conservancy  in  Mon- 
i,  among  other  environmental 
ips.  He  says  he  generally  sup- 
is  smaller  causes  that  produce 
;ible  results. 

'hat's  also  the  view  of  Wallace 
•  of  Georgetown,  S.C.,  a  retired 
i  .ntic  Coast  real  estate  developer 
w  brought  in  Anheuser-Busch  as  a 
S]'  isor  for  the  Rocky  Mountam  Elk 
F  idation  shortly  after  he  took  the 
If  ;  as  board  president  for  the 
g  p.  He  is  now  board  president  of 
w  c  is  probably  the  fastest-growing 
ct  ervation  organization  in  the 
U  :ed  States. 

onfident  that  a  handful  of  private 


individuals  could  raise  the  funds  to 
complete  the  foundation's  first  land- 
acquisition  project,  in  1987  Pate  put 
up  $750,000  to  start  the  North 
American  Habitat  Fund.  With  help 
from  two  other  individuals,  the 
group  purchased  32,000  acres  of 
critical  elk  habitat  near  Sheridan, 
Mont.  Pate  then  helped  convince 
Anheuser-Busch  to  kick  in  $500,000 
as  a  corporate  sponsor,  and  in  1988, 
the  state  of  Montana  purchased  the 
$2  million  property. 

Pate,  a  hunter  and  fisherman  who 
grew  up  on  a  farm,  says  keeping  in 
touch  with  the  Earth  is  the  only  way 
for  people  living  in  the  "asphalt  jun- 
gle" to  keep  life  in  perspective. 

Other  business  executives  mak- 
ing notable  contributions  to  envi- 
ronmental efforts  include: 

■  Ben  Cohen,  co-founder  of  the  Ben 
&  Jerry's  ice  cream  company,  who  in 
1989  launched  Community  Prod- 
ucts Inc.,  a  nonprofit  organization 
that  helps  preserve  rain  forests  by 
producing  nut-crunch  candy  made 
from  Brazilian  nuts  that  grow  there. 
It  sells  the  candy  to  Ben  &  Jerry's 
and  distributes  40%  of  the  profits  to 
environmental  groups. 

■  Paul  Hawken,  chairman  of  Smith 
&  Hawken  mail-order  garden  prod- 
ucts, is  a  board  member  of  the 
National  Audubon  Society,  Con- 
servation International,  Trust  for 
Public  Land,  Green  Belt  Alliance, 
and  is  a  trustee  of  the  Garden  Con- 
servancy. Smith  &  Hawken  donates 
10%  of  pre-tax  profits  to  environ- 
mental and  conservation  groups. 
Working  with  Conservation  Inter- 
national, Hawken's  firm  two  years 
ago  completed  a  debt-for-nature 
swap:  The  firm  put  up  $100,000  for 
$375,000  in  Costa  Rican  bonds 
whose  interest  payments  of  $75,000 
a  year  are  dedicated  to  preserving  a 


Shearson's  Broadbent  at  home  in  Montana 


1 .8-million-acre  forest  in  Costa  Rica. 

■  Leigh  Perkins,  CEO  of  The  Orvis 
Co.  in  Manchester,  Vt.,  has  been  an 
active  member  of  conservation  and 
environmental  groups  for  more  than 
20  years.  Perkins  has  worked  to  pre- 
serve streams  and  rivers  in  New 
England  and  land  in  other  parts  of 
the  country.  Orvis,  a  fishing-rod 
manufacturer  and  outdoor-wear 
company,  contributes  only  to  envi- 
ronmental and  conservation  groups. 

■  William  S.  Broadbent,  senior  vice 
president/investments  for  Shearson 
Lehman  Hutton,  is  director-at-Iarge 
of  the  Montana  Land  Reliance,  a 
land  trust  headquartered  in  Helena, 
Mont.  Broadbent  was  instrumental 
in  raising  funds  for  the  group,  which 
has  preserved  more  than  72,621 
acres  of  land  in  Montana. 

■  Peter  Stroh,  chairman  of  The 
Stroh  Brewery  Co.,  helped 
Conservation  International  arrange 
one  of  the  first  debt-for-nature  swaps 
with  Bolivia. 
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THE  NATURE  CONSERVANCY: 
"PROTECTING  OUR  HERITAGE" 


To  the  business  community,  envi- 
ronmental and  conservation 
groups  often  conjure  up  images 
ot  confrontation.  The  Nature 
Conservancy  in  Arlington,  Va.,  has  a 
different  style:  It  uses  persuasion  and 
persistence — combined  with  out- 
right land  purchases  when  necessary — 
to  rescue  endangered  plant  or  animal 
species  before  they  become  extinct. 

To  date  the  conservancy  has  pro- 
tected 5.1  million  acres  of  land  and 
900  species.  Its  combination  of  sci- 
entific expertise,  real-estate  know- 
how,  and  financial  wizardry  has 
brought  the  organization  increasing 
recognition  and  550,000  members. 
It  is  growing  at  209?  to  25%  per 
year.  With  field  offices  in  50  states 
and  the  support  of  some  of  the  nation's 
largest  corporations,  the  conservancy 
is  helping  redefine  the  business 
community's  relationship  with  con- 
servation organizations. 

The  key  to  its  success  is  keeping 
its  focus,  says  president  John  Sawhill. 
"We  have  a  very  clear  mission:  pro- 
tecting our  heritage, "  he  says.  "No 


other  major  national  groups  do  this." 

The  conservancy  maintains  the 
world's  largest  privately  owned  net- 
work of  preserves.  That  network  is 
expanding  by  about  1 ,000  acres  a 
day  as  the  organization  carries  out 
its  mission.  The  Nature  Conservancy 
identifies  plants  and  wildlife  that 
face  extinction,  then  arranges  to  pro- 
tect the  land  on  which  they  live. 

Protection  can  take  a  number  of 
forms,  ranging  from  outright  pur- 
chase to  agreements  with  landown- 
ers that  give  conservancy  scientists 
access  to  the  land.  When  a  rare  species 
IS  threatened  by  development,  the 
group  borrows  from  its  $85  million 
revolving  fund  to  acquire  land,  and 
later  raises  public  or  private  monies 
to  pay  off  the  loan. 

The  conservancy  receives  support 
because  people  recognize  the  urgency 
of  the  organization's  goals,  says 
Sawhill.  "The  conservancy  is  grow- 
ing fast  because  it  strikes  a  respon- 
sive chord,"  he  says.  "We  don't  just 
talk  about  conservation;  we  do  some- 
thintr  with  their  dollars." 


The  group  has  placed  a  priority 
on  protecting  wetlands,  prairies,  an 
rivers,  Sawhill  says.  For  instance,  it; 
Connecticut  River  Protection 
Program  calls  for  preserving  100 
sites  in  four  New  England  states 
totaling  nearly  7,000  acres  valued  i 
$10  million. 

To  meet  such  goals.  The  Nature 
Conservancy  relies  to  a  large  degree 
on  corporations  willing  to  donate 
land,  money,  employee  time,  or 
scientific  know-how.  Its  corporate 
members  include  the  likes  of  Proct 
&L  Gamble,  Ford,  Xerox,  Chevron, 
and  Westinghouse  Electric.  Busi- 
nesses not  only  appreciate  the  con- 
servancy's clear  focus  and  tactful 
approach,  but  also  like  the  fact  tha 
they  can  actually  see  the  benefits  oi 
their  contributions — more  than 
1 ,000  nature  preserves  that  are  ope 
to  the  public. 

"At  the  end  of  the  year,  membei 
can  literally  walk  on  our  successes, 
says  Russell  Hoeflich,  a  vice  preside 
and  director  of  the  conservancy's 
Oregon  operations. 


The  Mature  Conser 


uc  -  .  Kdlife  habitat,  such  as  Silver  Creek  Preserve  in  Idaho. 
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SPECIAL  PLACES  OF  THE  WORLD:  YELLOWSTONE  AND  GRAND  TETON  PARKS 


OFFICIAL  JOURNAL  OP  THE  NATIONAL  GEOGRAPHIC  SOCIETY  Washington,  d  c. 


Cared  About  The  Environment 
Before  it  Became  A  hot  issue. 


Since  1897,  when  we  published  a  story 
on  "Pollution  of  the  Potomac  River," 
National  Geographic  has  been  speak- 
ing out  on  behalf  of  the  environment. 
3ur  continuing  concern  is  reflected  in  nearly 
L  century  of  in-depth  articles  on  endangered 
vildlife,  parks  preservation,  our  disappearing 
lain  forests,  and  pollution  of  our  air  and  water 
Now  Geographic  invites  you,  as  a  con- 


cerned citizen  of  our  planet,  to  join  us  in  help- 
ing to  safeguard  our  natural  treasures  by  gen- 
erating greater  awareness  and  knowledge. 

To  become  a  member  (and  receive  12  issues 
of  National  Geographic  ),  send  $21  tO: 
National  Geographic  Society 
PO.  Box  2895,  Dept.  1850 
Washington,  D.C.  20013-2895. 
Or  call  toU  free  1-800-553-2900. 


chaotic  flight  of  more  than  2  miUion  Irish 
emigrants  across  the  Irish  Sea  and  the 
Atlantic  Ocean.  The  remaining  half  ot 
the  Irish  population  was  plunged  into 
grinding  poverty  and  hunger,  the  worst 
in  that  country's  history. 


"MIRACLE  SEEDS" 

Such  events  are  not  limited  to  countries 

with  rudimentary  agriculture.  In  1958, 

a  wheat-stem  rust  obliterated  25%  of 

the  bread  wheat  and  75%  of  the  pasta 
,  I     T  T         1  A     1         Tiburon  mariposa  lily 

wheat  in  the  United  States.  And  in 

1970,  at  least  15%  of  North  America's  corn  crop 
was  ruined  by  an  epidemic  of  southern  corn  leaf 
blight,  in  the  shape  of  a  mutant  fungus.  Corn  breeders 
had  switched  to  a  new  strain  that  had  been  incor- 
porated almost  universally  into  hybrid  corn;  unfor- 
tunately, it  was  vulnerable  to  the  new  fungus.  The 
economic  loss  caused  by  this  one  case  of  genetic 
uniformity  was  estimated  at  more  than  $500  million. 

A  paucity  of  genetic  diversity  is  the  seemingly 
inevitable  outcome  of  the  Faustian  quest  for  "mira- 
cle"— i.e.,  high-yielding — crop  seeds.  A  1980  sur- 

THE  CENTRE  FOR  OUR  COMMON  FUTURE 


Operating  from  Geneva,  Switzerland,  where  it  enjoys  charitable 
status,  the  Centre  for  Our  Common  Future  acts  as  an  indepen- 
dent catalyst  and  information  clearinghouse  for  the  Brundtland 
Report's  growing  international  constituency.  Executive  Director 
Warren  H.  "Chip"  Lindner  was  secretary  to  the  World  Commission  on 
Environment  and  Development  throughout  its  three-year  U.N.  mandate 
(19'S4-H7)  and  launched  the  centre  in  April  1988.  Lindner  raised  funding 
(or  the  centre  from  governments  and  private  charitable  foundations  in 
thv  United  States,  with  encouragement  from  Gro  Harlem  Brundtland, 
the  W(~ED  chairman,  and  other  former  commission  members. 

"Ihe  whole  issue  is  continuity,"  says  Lindner.  "Building  up  the 
momentum  for  change  is  what  the  WCED  Report  is  all  about,  and  our 
role  is  to  back  that  effort  with  effective  information  and  advice." 

1  he  centre  has  built  a  iollowing  of  150  "working  partners"  among 
nongovernmental  organizations,  business  and  trade  unions,  interna- 
tional institutions,  and  development  banks. 


vey  made  by  Pioneer  Hi-Bred  Inter 
*  national  Inc.,  a  leading  seed  compaj 

found  that  a  paltry  six  varieties  of 
;  domesticated  plants  accounted  for 
=  38%  of  wheat  acreage,  43%  of  corr 
=  acreage,  and  42%-  of  soybean  acrea^ 
in  the  United  States. 

Recently,  concern  has  been  growl^ 
among  scientists  that  modern  agricl- 
^  rural  practices,  which  in  the  Unite( 
.  States  at  least  have  resulted  in  boui:i- 
ful  crop  yields,  may  also  contributeis 
much  to  the  loss  of  the  world's  spec?5 
as  does  the  decimation  of  the  tropical  forests.  A 
change  in  these  practices,  especially  on  the  part  : 
large  agribusinesses,  could  therefore  be  most  benefiui 

"The  major  alteration  of  the  Earth's  surface  is 
through  agriculture,"  says  Stephen  Gliessman, 
director  of  the  Agroecology  Program  at  the  Uni:i 
sity  of  California,  Santa  Cruz.  "But  only  recenth 
have  people  begun  to  ask  cjuestions  about  the 
resulting  impact  on  biological  diversity." 

In  a  number  of  experiments,  Gliessman  anoii 
colleagues  have  found  that  so-called  "sustainaik 
^^^^^^^    agriculture"  methods,  which  rely  fi- 
marily  on  natural  crop  managemer, 
can  help  restore  a  natural  and  stabb^ 
balance  of  species.  These  methods  Ji 
include  frequently  rotating  crops, 
planting  cover  crops  and  other  berfli 
cial  plants,  and  abstaining  from  pctJv'fOos 
cide  spraying  and  soil  fumigation.: '-i^^ot 
Gliessman  notes  that  although  thq! 
application  of  pesticides  and  fumi  i 
gants  can  wipe  out  crop  pests,  the.  '^'''■'^ 
can  also  destroy  beneficial  organis«|  ■^'^ 
such  as  nematodes,  that  prey  on  pf^  ijj^;' 
"When  you  get  right  down  to  it,"!ie  ..^^j^^ 
says,  "a  pesticide  is  designed  to  ^ l*"^  :Qyf^ 
nate  species.  But  evidence  is  begii  ■  j^p^^^ 
ning  to  build  that  if  our  systems  'Uppl 
just  more  diverse,  we'd  have  fewei  | 
problems  with  outbreaks  and  less 
need  for  control.  "  The  National  [ji 
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We  now  import  more  than 
percent  of  all  the  oil  we  use,  and 
It  percentage  continues  to  grow, 
lis  excessive  dependence  on 
eign  oil  could  poison  America  s 
onomy  and  our  national  security 
)ur  supply  were  ever  disrupted. 

But  the  more  we  use  nuclear 
;rgy  instead  of  imported  oil,  to 
lerate  our  electricity  the  less  we 
i^e  to  depend  on  uncertain  for- 
inoil  supplies. 


America's  112  nuclear  electric 
plants  already  have  cut  foreign  oil 
dependence  by  4  billion  barrels 
since  the  oil  embargo  of  1973, 
saving  us  $  1 1 5  billion  in  foreign 
oil  payments. 

But  112  nuclear  plants  will 
not  be  enough  to  meet  our  rapidly 
growing  demand  for  electricity  We 
need  more  plants. 

Importing  so  much  oil  is  a  dan- 
ger America  must  avoid.  We  need  to 


rely  more  on  energy  sources  we  can 
count  on,  like  nuclear  energy. 

For  a  free  booklet  on  nuclear 
energy,  write  to  the  U.S.  Council 


for  Energy 
Awareness, 
P.O.  Box  66080, 
Dept.  SK26, 
Washington, 
D.C.  20035. 


U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


Nuclear  energy  means  more  energy  independence. 
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"Men  have  forgotten  this  truth,"  said  |: 
the  fox.  ...You  become  responsible  fori 
what  you  have  tamed." 

Antoine  De  Saint-Exupery 


Research  Council  (NRC)  drew  similar  conclusions 
in  a  controversial  report  last  year  called  "Alter- 
native Agriculture." 

Pollution  of  water  supplies  by  pesticides  and  fer- 
tilizers is  a  major  threat  to  hundreds  of  species, 
includmg  Hsh,  water  fowl,  and  raptors  such  as 
eagles  and  ospreys.  The  NRC  report  proposed  that 
one  way  to  avoid  chemical  pollution  from  agricul- 
ture was  to  develop  food  plants  with  higher  resis- 
tance to  pests  and  disease.  A  number  of  companies 


such  as  Monsanto  are  experimenting  with  such 
techniques  as  gene  splicing  to  transfer  into  crops 
like  corn,  wheat,  and  soybeans  the  genes  that  giv 
other  plants  natural  resistance  to  herbicides,  fung 
viruses — even  temperature  extremes.  The  hope  is 
that  biotechnology  can  help  mankind  enhance  its 
use  of  the  genetic  potential  inherent  in  plants  an 
thus  find  more  environmentally  friendly  biologi- 
cal— as  opposed  to  chemical — methods  of  fighti 
pests  and  enhancing  yields.  continue 
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THE  TREASURES 
OF  A  RAIN  FOREST 


The  loss  of  rain  forests,  one  of  the  world's  most 
critical  land-use  problems,  is  distressing  for  a  number 
of  reasons: 

■  Tropical  forests  protect  watersheds  and  regulate 
water  flow  for  farmers  who  grow  crops  that  feed  one 
billion  people. 

■  They  provide  habitat  for  an  astounding  variety  of 
animals,  insects,  and  plants,  many  of  which  have  yet  to 
be  identified  and  catalogued  by  scientists.  There  are  as 
many  plant  species  in  tiny  Panama,  for  example,  as  in  all 
of  Europe.  Malaysia  is  only  half  the  size  of  the  United 
Kingdom,  yet  it  has  7,900  kinds  of  flowering  plants, 
compared  with  1,400  in  the  U.K. 

■  They  are  an  invaluable  source  of  substances  used  to 
manufacture  medicines  (such  as  quinine  and  strychnine) 
and  industrial  products  (such  as  gums,  resins,  latexes, 
waxes,  tanning  agents,  rubber,  spices,  turpentine,  and 
pesticides). 

■  They  absorb  huge  amounts  of  carbon  dioxide,  a  green- 
house gas  Some  200  million  people  live  in  rain  forests 
around  the  world.  Brazil  is  home  to  both  the  largest 
remaining  area  of  tropical  forest  and  the  greatest  amount 
of  annual  deforestation. 

H  The  International  Tropical  Timber  Organization  has 
found  that  only  \%  of  the  world's  2,045  million  acres  of 
prodiiciive  tropical  forest  is  being  managed  for  sustain- 
able timber  production.' 

!   ''X'orld  Resoi/nci  1990-91,  a  report  by  the  World  Resources  Institute 
in  collaborarion  with  the  U.N.  Environment  Programme  and  the 
iJ.N.  Dev;  lopment  Programme. 


Tropical  Deforestation  in  9  Key  Countries^ 


Area  Cleared  Annually 
1981-85  Estimates 
11,630  square  miles 


Area  Cleared  Annually 
Most  Recent  Estimates 
46,390  square  miles 


BUSINESS  WEEK/JUNE  lij 


^rld  Resources 

The  most  comprehensive  report  on  the  world's  critical  : 
environmental  and  natural  resource  problems. 

•  Up-to-date  analysis  of  global  trends  V 

•  Essential  data  on  146  countries 

•  Special  section  on  climate  change  and 
^^^i^L^P^  Latin  America 

•  New  Greenhouse  Index  ranking 
'^^^'^^Si^*^         countries  by  gas  emissions 
"^  ^^^^^■j^^^^    that  may  lead  to  global 
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"...our  very  inability  to  predict  which 
species  may  prove  useful  is  the  reasoi 
for  not  losing  a  single  one." 

Thomas  E.  Lovejoy,  Smithsonian  Institution 


Major  U.S.  food  companies  are  beginning  to  alter 
policies  in  ways  that  may  help  to  preserve  marine 
mammals  and  limit  the  kill  of  unmarketable  fish 
species.  For  example,  the  makers  of  Star-Kist, 
Chicken  of  the  Sea,  and  Bumble  Bee  tuna  brands 
recently  announced  they  would  not  accept  tuna 
caught  using  techniques  that  frequently  result  in 
the  deaths  of  many  dolphins.  It  is  just  such  changes 
that  will  be  necessary  if  sustainable  harvesting  of 
the  world's  fisheries  is  to  continue. 

THE  FRUIT  &  NUT  BANK 

The  United  States'  National  Plant  Germplasm 
System  refrigerates  hundreds  of  thousands  of  food- 
crop  seeds  and  their  wild  varieties.  Living  plants  of 
clonally  propagated  species  that  cannot  be  readily 
grown  from  seed  (including  most  fruits  and  nuts) 
are  also  preserved,  as  are  tissue  cultures.  In  tissue 
culturing,  tiny  plant  fragments,  or  plantlets,  are 
grown  in  a  nutrient  solution  from  bits  of  plant  tis- 
sue. These  can  be  stored  cryogenically,  and  in  some 
cases  an  entire  living  plant  can  later  be  regenerated 
from  the  frozen  culture.  The  technique  preserves 
the  germ  plasm  of  plants,  such  as  apples  and  sugar- 
cane, that  could  otherwise  be  fostered  only  in  space- 
consuming  orchards  or  on  plantations. 

Plants  supply  much  more  than  food  for  humans: 


useful  chemicals  and  medicines,  clothing,  shelte 
even  fuels.  The  m^ost  painful  losses  humankind 
endure  from  the  continuing  devastation  of  the  p 
world,  especially  in  the  tropical  forests,  are  the 
wonder  drugs  we  will  never  know  we  have  lost, 
this  case,  what  we  don't  know  may  in  fact  hurt 

Vascular,  or  higher,  plants  are  the  sources  of 
than  a  hundred  prescription  drugs.  They  includ 
the  recently  developed  potent  anticancer  agents 
vincristine  and  vinblastine,  isolated  from  the  M 
gascar  rosy  periwinkle,  as  well  as  such  older  stan 
bys  as  quinine  from  the  bark  of  the  cinchona  tre 
atropine  from  belladonna,  digitalis  from  foxglov 
and  morphine  from  the  poppy.  Of  the  estimated 
250,000  to  300,000  species  of  higher  plants,  on 
small  fraction,  perhaps  29?,  has  been  thoroughl 
evaluated  for  its  medicinal  potential.  And  most 
those  not  yet  evaluated  grow  in  the  tropics,  espe 
cially  the  tropical  forests,  which  are  home  to  ab 
half  of  all  species  on  Earth.  Yet  scientists  estima 
that  5%  to  10%  of  tropical  forest  species  will  go 
extinct  each  decade  at  the  current  rate  of  deforesta 

It  is  not  just  undiscovered  foodstuffs  and  pot 
tial  lifesaving  medications  that  will  be  irretriev 
lost.  "We  may  find  better  pesticides,  natural  fo 
flavorings,  more  healthful  cooking  oils,  even  pe 
fume  components. '  says  Cornell  biologist  Thorn 
Eisner.  "We  are  beginning  to  grasp  that  extincti 
is  indeed  forever.  Species  are  disappearing  fasten 
evolution  can  regenerate  them.  But  we  have  yet 
comprehend  what  we  lose  when  species  disappe; 
The  loss  of  a  species  means  the  loss  of  chemicals 
that  are  potentially  unique  in  nature,  unlikely  ti 
invented  in  the  most  sophisticated  of  laboratoric 
and  possibly  of  great  use,  particularly  in  medicii'i 


S!ash-and-bum  agriculture  sounds  a  death  knell  for  tropical  forests. 
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CHEMICAL  PROSPECTING 

Eisner  is  an  advocate  of  what  he  terms  "chemica 
prospecting";  that  is,  the  systematic  canvassing 
nature  in  Third  World  countries  to  find  useful  ri 
chemicals  before  the  plants  and  animals  that  carjj 
provide  them  become  extinct.  With  the  cooperajd 
of  corporations  and  universities,  these  countries-!- 
where  most  of  the  obliteration  of  tropical  forests? 


"J 


ng  of  the  Rio  Araguaia  region  in  the  Amazon  Basin  shows  the  extent  of  rampant  deforestation  in  Brazil. 


T  taking  place — could  profit  substantially.  And 
i".  at;ed  and  endangered  ecosystems  with  their 
(  ling  life  would  stand  a  chance  of  surviving, 
sner  proposes  that  developing  countries  them- 
s  set  up  screening  laboratories,  where  scientists 
V  d  look  for  biological  anomalies — for  example, 

c  free  from  otherwise  enveloping  fungi — to 
1^     chemicals  for  testing.  Promising  samples 

d  be  sent  to  foreign  chemical  or  pharmaceuti- 
a  jmpanies  with  the  expertise  to  analyze  and 
■yi  lesize  the  substances,  perhaps  improving  them 
)r  iking  chemical  analogs.  Or,  Eisner  suggests, 
111  cular  biologists  could  employ  the  genes  for 
-  I  chemicals  to  genetically  alter  other  organ- 
that  would  manufacture  the  chemical  in  vol- 
much  as  bacteria  in  vats  now  produce  quanti- 
se f  some  hormones. 

ere  is  financial  incentive  for  chemical  and 


pharmaceutical  companies  to  invest  in  such  chemi- 
cal prospecting.  Eli  Lilly  &  Co.,  for  example,  has 
exclusive  rights  to  vincristine.  And  the  immuno- 
suppressant drug  cyclosporin,  used  to  aid  in  organ 
transplants,  is  reaching  $100  million  in  annual 
sales  after  only  five  years  on  the  U.S.  market.  It 
stems  from  a  Norwegian  fungus.  Exploration  rights 
for  natural  chemicals  could  be  sold  to  foreign  com- 
panies by  individual  countries  on  a  profit-sharing 
basis,  Eisner  suggests. 

"It  would  set  an  extremely  valuable  precedent  if 
industry  were  to  lead  the  way  in  recognizing  that 
the  mere  custodianship  of  the  natural  chemical 
treasury  requires  financial  commitment,"  he 
observes.  "Conservation  takes  money,  and  where 
conservation  is  most  needed  there  is  no  money.  At 
the  same  time,  hundreds  of  thousands  of  useful 
compounds  are  waiting  to  be  discovered."  ■ 

EARTH  /  97 


SPECIAL     ADVERTISING  SECTION 


TOXIC  WASTE  IS  BAD  FOR  BUSINESS 

By  Michael  Williams 

Senior  Editor,  World  Link  magazine 


Out  ot  the  factory's  front  door  come  all  the  marvels  of 
contemporary  living:  labor-saving  appliances,  life- 
giving  pharmaceuticals,  photographic  film  for  the 
family  album,  cleaning  fluids  and  paints  for  the 
house,  automobiles  and  synthetic  shirts,  stereos  and  skis. 

Meanwhile,  toxic,  combustible,  and  corrosive 
byproducts  pour  from  the  back  door,  turning  our  rivers 
and  seas  into  cesspools,  our  neighborhoods  into  danger 
zones,  and  our  air  into  smog.  Some  of  these  noxious 
chemicals  are  stored  in  drums,  which  may  leak  and  con- 
taminate groundwater.  Others  are  emitted  into  the 
atmosphere.  Still  others  are  chemically  treated  with 
reactants  to  lower  their  toxicity.  In  some  cases,  unfortu- 
nately, toxic  chemicals  are  disposed  of  carelessly  or 
negligently,  exposing  entire  communities  to  risks  that 
we  are  only  now  beginning  to  understand. 

As  the  producers  of  toxic  waste,  industrial  companies 
must  shoulder  a  special  responsibility  for  protecting  peo- 
ple and  the  environment  from  its  dangers.  The  challenge 
for  business  leaders  is  to  do  this  without  shortchanging 
their  shareholders.  When  there  is  a  conflict  between  the 
two  goals,  executives  often  find  the  profit-and-loss  equa- 
tion more  compelling  than  that  of  toxic  waste. 

But  growing  numbers  of  large,  image-conscious  com- 
panies are  coming  to  the  conclusion  that  the  two  equa- 
tions are  actually  one  and  the  same.  Toxic  pollution 
leads  to  lost  prestige  and  enormous  cleanup  costs;  it  is 
not  m  any  company's  financial  interest  to  pollute,  nor  is 
it  in  any  manager's  moral  interest.  In  the  years  ahead, 
companies  that  fail  to  master  the  economics 
of  toxic  waste  will  face  increasingly  serious 
financial  risks. 

TOXIC  WASTE'S  HIDDEN  COSTS 

What  most  companies  have  been  paying  for 
waste  disposal  has  not  accurately  reflected 
the  real  cost — a  great  part  of  which  is  still 
borne  by  society  and  paid  for  with  tax 
money.  Unril  now,  most  manufacturers  have 
paid  attention  only  to  their  own  immediate 
cash  costs.  It  it  cost  a  dollar  a  pound  to  cart 
roxic  by-products  created  by  a  new  manu- 
facturing project  to  a  landfill,  they  simply 
added  this  price  to  the  project's  budget. 

Today,  the  ultimate  cost  to  the  polluting 
compan}-  may  be  much  higher.  With  envi- 
ronmerT.;!  awareness  on  the  rise,  it  has 
be-  :;me  <  lear  that  much  of  the  waste  in 
1  i^-  Jfills-  -  once  assumed  to  be  .safe — is  dan- 


gerous. New  laws  are  forcing  polluters  to  pay  much 
larger — and  unbudgeted — bills  for  cleaning  up  waste. 


a  result,  companies  are  starting  to  probe  the  long-term  er  orwoi 
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ronmental  economics  of  their  m.anufacturing  operation 

A  great  deal  of  effort  is  going  into  developing  sopi  punr 
ticated  new  techniques  for  waste  disposal.  Much  morf 
energy  needs  to  be  directed  toward  building  a  nontox 
manufacturing  base  that  uses  clean  technologies  and 
aims  for  zero  toxic  emissions.  It  is  simply  impossible 
our  society  to  go  on  indefinitely  creating  massive  qua 
titles  of  toxic  material.  Companies  that  get  a  head  sta 
on  reducing  their  factories'  toxic  output  before  tough 
regulatory  standards  force  this  change  will  benefit  in 
long  term. 

Some  companies  have  already  begun  to  reorganize 
factory  procedures  to  minimize  waste.  For  example, 
BASF,  the  German  chemicals  giant,  offers  incentives  ^r\ 
encourage  its  plant  managers  to  cut  waste  at  the  soun 
When  the  cost  of  a  proposed  investment  is  estimated 
incineration  and  dumping  charges  are  included. 
However,  these  figures  are  computed  not  as  if  an  exis 
ing  waste-management  facility  had  excess  capacity 
available,  but  as  if  the  firm  had  to  build  an  entirely  n 
incinerator  from  scratch.  By  raising  the  investment  h| 
die,  the  firm  hopes  to  motivate  managers  to  design 
plants  that  minimize  waste  and  so  reduce  the  need  toj 
build  increasingly  expensive  incinerators  and  landfill 


STOPPING  WASTE  AT  ITS  SOURCE 

Dow  Chemical  also  emphasizes  the  nei 
to  reduce  waste  at  the  source.  It  has  es 
lished  a  program  called  WRAP,  or  Wa 
Reduction  Always  Pays.  This  program 
encourages  every  employee — from  the 
operator  on  the  factory  floor  to  the  scien 
in  the  research-and-development  lab 
seek  creative  ideas  for  eliminating  wast 
The  firm  asks  its  personnel  to  see  every 
waste  stream  as  an  opportunity  to  both 
cut  ccjsts  and  clean  up  the  environmenl 
A  staff  member  at  each  of  Dow's  mai 
facturing  plants  is  responsible  for  solicit 
waste-reduction  proposals.  Plant  manaj 
rank  the  proposals  according  to  their  po: 
rial  for  reducing  emissions  and  costs.  H( 
quarters  then  provides  additional  bude 
money  so  that  the  plants  can  implement 
most  promising  projects. 
The  firm  also  sponsors  an  annual  was 
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Industrial  companies  must  shoulder  a  special 
responsibility  for  protecting  people  and  the 
environment  from  toxic  waste. 


iction  contest.  The  contest  ensures  formal  recogni- 
of  people  who  contribute  to  reducing  waste.  One 
•ator  won  an  award  by  recommending  a  procedure  to 
ice  carbon  wastes.  He  noted  that  his  plant  used  car- 
lo purify  one  of  its  products.  The  carbon  had  to  be 
iged  regularly  and  then  incinerated.  Another  manu- 
iring  operation  in  the  plant  also  used  carbon.  The 
ator  suggested  that,  since  the  two  uses  for  carbon 
somewhat  different,  the  spent  carbon  from  one 
ess  could  be  recycled  into  the  other  process.  The 
t  was  a  50%  reduction  in  carbon  waste. 

4'T  WAIT  FOR  REGULATION 

[:oxic-waste  crisis  will  not  be  solved  until  every  firm 
he  full  cost  of  its  pollution  hitting  its  income 

I  Tient.  If  taxpayers  remained  wilHng  to  pick  up  the 
)r  cleaning  up  aging  toxic  dumps,  few  managers 
i  refuse  the  subsidy.  But  people  are  waking  up  and 


demanding  stricter  controls.  The  full  costs  of  toxic 
waste  may  be  hard  to  calculate,  and  some  costs  may  not 
be  realized  for  years,  but  the  public  is  starting  to 
demand  that  they  be  ferreted  out  and  paid  for  today  by 
the  polluter. 

To  date,  many  corporations  have  followed  rather  than  led 
the  drive  to  confront  toxic  waste.  But  it  is  not  too  late  for 
business  leaders  to  take  greater  responsibility  for  solving 
the  problem.  They  can  start  by  incorporating  the  complete 
toxic-waste  cost  equation  into  company  decision-making, 
rather  than  waiting  for  the  regulators  to  force  this  upon 
them.  That  would  be  good  business  and  true  leadership. 

World  Link  magazine  is  published  in  Geneva,  Switzerland, 
by  the  World  Economic  Forum.  The  mission  0/ World  Link, 
distributed  to  more  than  160  countries,  is  to  stimulate  globally 
minded,  action-oriented  dialogue  among  top  leaders  in  business, 
government,  academia,  and  the  media. 


Be  Part  of  the  Solution, 
Not  Part  of  the  Problem. 


Every  time  you  toss  an  empty  toner  cartridge  from  your  laser  printer  or 
PC  copier  into  the  trash,  you  are  contributing  to  the  monumental 
problem  of  plastic  waste.  How  much  plastic  waste?  30  million  toner 
cartridges  were  sold  last  year  alone  ...creating  enough  plastic  waste  to  stretch 
half  way  around  the  world. 

There  is  a  solution.  We're  Accutone,  and  in  1985  we  pioneered  a  method  that 
reuses  toner  cartridges  -  we  call  it  "remanufacturing".  Empty  toner  cartridges 
are  totally  disassembled,  cleaned  and  refilled  with  our  quality  toner  Our 
high-tech  process  is  so  good  that  in  every  category:  print  quality,  blacker 
solids,  print  volume  and  consistency,  Accutone's  remanufactured  cartric^es 
outperform  original  cartridges. 

Remanufactured  toner  cartridges  are  kind  to  the  environment  -  and  your 
pocketbook,  generally  costing  50%  less  than  original  cartridges.  Improved 
quality,  environmentally  sound,  and  economical,  remanufacturing  is  just 
good  business  sense. 

You  have  a  choice.  We  can  remanufacture  my  cartridge.  Be  part  of  the 
solution.  Call  1-800-526TONE  today  for  free  information  and  for  the  dealer 
nearest  you. 


ACCUTONE 

Digitol  Imaging  Materials  Technology 

2800  N.W.  55th  Court 
Fon  Lauderdale,  FL  33309 

1'800-526-TONE 
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^i^i  BUSINESS  WEEK  EVENT 


ENVIRONMEN 
RESPONSIBILIT 

CORPORATE  ACCOUNTABILITY  AND  BUSINESS  OPPORTUNITY  IN  H 

DECADE  OF  GLOBAL  AWAKENING  j 

,  ;  ,  December  5th  and  6th,  1.990'^' "  -  s;"'.^  V'j>i . 

New  York  City  v  v   :  ;  s"       ,  ; 

How  can  companies  respond  to  environmental  imperatives       v  -  / 
and  still  remain  competitive? 

"       .  .      '  >*  ■•     ■  ,        -  ■ 

What  are  the  challenges,  and  where  do  the  opportunities  lie    .  ' 

in  this  "environmental  decade?"      _  u;  -  ,     V        •    '  ' 

At  this  special  Business  Week/World  Resources  Institute  ,  "< 

event,  corporate  decision  makers  will  meet  with^ne  another,.  - 

and  with  experts  on  international  policy.    .  .  .  * 

.        ■    :  '-  X/^V'■''.^ .  ■ .  ' 

Together,  they  will  chart  a  course  for  a  new  industry.     >    '  '.  .  ^ 

To  attend,  to  view  the  proceedings  live  via  satellite  at  your 
company  (available  globally),  or  to  become  a  corporate  co-sponsoJr, 
.    .  callBusiness  Week  Executive  Programs,  (212)  512-4936. 
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FREE-MARKET  OPPORTUNITY 
BEGETS  ENVIRONMENTAL  CHANGE 


By  William  D.  Riickelshaus,  Chairman,  Browning-Ferns  Industries 


Experience  suggests  that  if  you  want 
to  create  big,  important  changes  in 
free-market  society,  you  have  to  pro- 
ide  the  opportunity  for  someone  to 
nake  money  doing  it.  Whether  you 
ieplore  this  or  applaud  it,  it  is  a  fact, 
nd  the  current  urgency  surroundmg 
lobal  environmental  problems  is  no 
xception.  We  are  not  going  to  move 
)  an  economy  based  on  sustainable 
rowth  without  the  active  involve- 
lent  of  business.  Further,  I  believe  we 
•ill  not  move  as  quickly  as  we  ought 
)  without  the  leadership  of  business. 

From  that  point  of  view,  sustain- 
lility  is  not  merely  another  demand 
1  business  to  do  good  while  doing 
ell.  It's  a  necessity  because  of  the 
ounting  evidence  that  the  ordinary 
aeration  of  the  world's  industrial 
onomy  is  affecting,  in  a  real  but 
ipredictable  way,  the  processes  that 
•ep  the  global  ecosystem  in  balance 
d  make  our  lives  possible. 
Business  should  look  on  this  neces- 
y  as  the  mother  of  a  host  of  inven- 
ts, because  the  evolving  concept  of 
stainable  development  holds  that 
DHomic  growth  is  necessary  for  envi- 
nmental  stability  as  long  as  that 
3wth  pays  more  careful  attention  to 
vironmental  costs.  The  concept  is 
sed  on  three  key  ideas. 
First,  nature  provides  a  free  lunch, 
t  only  if  we  control  our  appetites.  If 
damage  the  natural  systems  that 
)vide  flood  or  erosion  control  or 
t  temper  the  climate,  the  economic 
"cts  could  be  devastating. 
Second,  the  economic  and  environ- 
ntal  costs  of  throwing  things  away 
going  straight  up.  This  is  particu- 
ly  significant  in  the  developed 
:ld,  where  people  are  increasingly 
willing  to  live  with  the  waste  prod- 
5  produced  by  traditional  industrial 
elopment.  Cost  constraints  on 
ig  the  environment  as  the  place  to 


put  what  we  don't  want  or  can't  use  are 
limiting  industrial  growth. 

Finally,  we  are  not  the  last  genera- 
tion and  we  have  to  act  on  that  fact. 
Sustainable  growth  is  not  all  that 
strange  or  unpleasant.  The  idea  of  sus- 
tainability  thus  provides  the  environ- 
mentalist and  the  accountant  with 
common  ground.  It  offers  the  less- 
developed  nations  the  hope  that  they 
can  wipe  out  poverty  without  wiping 
out  biology.  To  the  developed  world, 
it  promises  the  ability  to  achieve  high 
environmental  goals  without  harming 
the  prosperity  and  economic  security 
that  allow  us  to  pursue  those  goals  in 
the  first  place. 

In  practice,  that  simply  means 
doing  business  without  extracting 
unsustainable  subsidies  from  the  envi- 
ronment, and  it  means  that  the  cost  of 
doing  business  must  include  some 
form  of  payment  for  environmental 
use.  We  pay,  for  example,  to  have  solid 
waste  carted  away,  but  we  do  not 
automatically  pay  for  air  and  water  to 
do  the  same  job. 

The  nature  of  change  in  the  devel- 
oping world  is  another  matter  alto- 
gether. Food,  clothing,  and  shelter  are 
the  paramount  goals,  and  the  notion 

Nature  provides  a  free 
lunch,  but  only  if  we  control 
our  appetites. 

of  sustainability  gets  lost  in  the  need 
for  the  immediate  necessities  of  life. 

Asking  those  nations  and  their 
people  to  forgo  many  of  the  economic 
benefits  we  now  enjoy  for  the  sake  of 
the  environment  or  future  generations 
is  a  waste  of  time.  Quite  bluntly,  if  we 
want  the  less-developed  countries  to 
become  huge  new  markets  without 
wrecking  the  environment  in  the  pro- 
cess, then  we  will  have  to  supply  them 


with  the  money,  expertise,  and  appro- 
priate technology  to  do  it.  Firms  that 
realize  how  the  world  is  changing  will 
see  profit  rather  than  constraint  in 
such  changes,  and  they  will  thrive. 

Indeed,  the  drive  toward  sustain- 
ability can  unleash  the  creative  powers 
of  the  market  economy.  In  fact,  we 
may  say  that  achieving  real  sustain- 
ability depends  on  unleashing  those 
powers,  especially  if  governments 
realize  that  "national  security"  now 
includes  the  defense  of  natural  sys- 
tems. It  will  be  interesting  to  see 
whether  the  support  and  resources 
historically  associated  with  military 
research  and  development  begin  to 
flow  toward  meeting  environmental 
concerns,  now  that  the  Cold  War 
appears  to  be  winding  down  and  the 
environment  has  become  a  subject  for 
serious  international  debate. 

Mr.  Ruckelshaus  heads  one  of  the  world's 
largest  waste-services  companies,  head- 
quartered in  Houston.  He  was  the  U.S. 
Environmental  Protection  Agency 's  first 
and  fifth  administrator  and  has  served 
as  the  U.S.  representative  to  the  World 
Commission  on  Environment  and 
Development. 
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THE  OBLIGATIONS 
OF  FREE  ENTERPRISE 

By  Dr.  Peter  Wallenberg,  President,  International  Chamber  of  Commert 


Environmental  policies,  it  is  said, 
require  both  global  policy  and 
local  action.  The  International 
Chamber  of  Commerce  (ICC)  has  been 
.'.ctive  in  environmental  issues  for 
some  20  years.  For  the  business  com- 
munity, we  are  the  only  body  that  can 
offer  global  policies — our  member- 
ship spans  more  than  100  coun- 
tries— and  encourage  local  action 
through  the  5,300  corporations  and 
1,700  business  organizations  that 
make  up  our  membership. 

Even  if  their  actions  often  result 
from  general  improvements  in  pro- 
cesses, most  leading  and  responsible 
companies  are  already  doing  a  lot  for 
the  environment.  For  example,  CFCs 
are  used  widely  in  the  mechanical  and 
electronics  industries  to  clean  compo- 
nents— but  already  in  Sweden,  the 
Ericsson  group  has  cut  use  of  CFC  sol- 
vents from  164  tons  in  1987  to  64 
tons  in  1989,  and  in  1990  the  compa- 
ny is  expected  to  reduce  the  figure  to 
just  14  tons.  Other  international  elec- 


>cs  groups  an  pursuing  similar 
s. 

CC  has  alrea'  ^  /  laid  the  foun- 
\<n.  r  an  environmental  agenda 
!  •  (:■  !  '90s  through  ks  input  to  the 
/'  1  Bergen  conference  in 
'  vv.i  .,  which  was  a  crucial  follow- 


up  to  the  1987  "Brundtland  Report." 

In  Bergen,  150  world  business 
leaders  met  to  map  out  what  industry 
and  the  business  community  could  do 
to  improve  the  environment  and 
achieve  sustainable  development. 
Development  that  is  not  sustainable  is 
not  development  at  all — it  is  bad 
management  and  misuse  of  existing 
resources. 

If  sustainable  development  is  to 
work,  governments  and  businesses 
would  be  well-advised  to  concentrate 
on  at  least  some  of  the  following: 

■  Governments  worldwide  can  help 
focus  environmental  debate  on  con- 
crete issues  and  on  coordinating 
national  and  international  environ- 
mental action.  More  cooperation 
between  government  departments  is 
also  necessary. 

■  One  area  obviously  in  need  of  coor- 
dination is  environmental  labeling. 
Look  on  any  supermarket  shelf  and 
you'll  see  "ozone-friendly"  and  phos- 
phate-free products.  But  their  label- 
ing can  be  misleading,  since  there  are 
no  international  standards  for  such 
products.  Most  European  countries  as 
well  as  Canada  and  Japan  are  trying  to 
establish  environmental-labeling 
schemes.  The  ICC  will  soon  issue  a 
position  paper  suggesting  how  such 
schemes  should  be  structured,  and 
how  they  should  operate  if  business- 
men are  to  be  expected  to  comply 
with  them  voluntarily. 

■  International  conventions  must 
enhance  progress,  not  delay  it. 
Depletion  of  the  ozone  layer  and 
transboundary  movement  of  haz- 
ardous wastes  are  two  examples  for 
which  governments  have  shown 
awareness  and  readiness  to  act.  The 
danger  is  that  the  business  communi- 
ty in  one  country  may  end  up  hog- 
tied  by  legislation  while  the  rule 
books  are  ignored  elsewhere. 


■  Governments  must  ensure  that  sui 
sidies  support — not  undermine — ^su 
tainable  development  targets.  Tl: 
ICC  also  believes  that  the  internatioi 
al  business  community  must  should^ 
its  share  of  the  burden,  too.  Th 
means  responsible  leadershij  ^\ 
Environmental  concerns  will  g(  ii,pi 

Environmental  concerns  will 
get  management's  attention 
the  CEO  and  the  board  send 
the  right  signals. 
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management's  attention  if  the  CE 
and  the  board  send  the  right  signal 
■  Industry  must  use  clean  technolo^^ns  j 
and  analyze  the  entire  production  pr 
cess  from  an  environmental  stam 
point.  Any  engineer  knows  that  a  pr 
cess  which  produces  too  much  noi 
heat,  or  smoke  as  a  byproduct  isr 
really  efficient.  Clean  technologies  c 
often  save  money. 

Making  sustainable  developmei 
work  is  the  job  of  the  private  busint 
sector,  which  controls  most  of  t 
technological  and  productive  capaci 
needed  to  conceive  more  environmei 
tally  benign  processes,  products,  ai 
services  as  well  as  the  capability 
introduce  them  worldwide.  Busind 
must  participate  in  debate  on  sustaii 
able  development  or  it  will  not  ha 
pen.  Firm,  high-profile  actions 
favor  of  the  environment  are  essentit 
not  merely  to  preserve  the  image 
business  and  industry,  but  to  enal 
us  to  pass  on  to  future  generation; 
world  that  has  the  potential  for  gro 
ing,  not  dwindling. 
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Dr.  Wallenberg  also  serves  as  chairma. 
of  the  Federation  of  Swedish  Industrie^, 
first  vice  chairman  of  Skandianaviskax 
Enskilda  Banken,  and  vice  chairman  \ 
Asea  AB,  Electrolux,  Ericsson,  and S\\ 
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HARNESSING  WASTE  FOR  PROFIT 

By  William  K.  Reilly 

Administrator,  U.S.  Environmental  Protection  Agency 


y  hometown  of  Decatur,  111.,  like 
many  cities  and  towns  across  the 
)untry,  is  running  out  of  landfill 
)ace  to  dispose  of  its  solid  waste.  As 
result,  a  few  months  ago  Decatur 
insidered  contracting  with  a  local 
irnpany  to  haul  the  waste  away  and 
irn  it,  producing  energy  for  a  pro- 
ssing  plant  for  farm  products. 
But  the  city  fathers  found  them- 
ives  in  a  dilemma:  Should  they  pay 
e  company  for  disposing  of  the 
j  iste,  or  charge  the  company  for  sup- 
:  fmg  it  with  fuel.'* 
I  I  sense  an  opportunity  in  this 
!  afusion.  As  someone  said  around 
\  ;  time  of  the  first  Earth  Day,  "A  pol- 
I  rant  is  merely  a  resource  out  of 
^  ice."  Decatur's  story  illustrates  that 
K  tth  precisely.  The  city  isn't  sure 
I  ether  the  material  it  has  been  cart- 
I  ;  to  landfills  is  waste  or  fuel. 
I  The  story  also  points  to  a  key  ele- 
I  nt  in  managing  natural  resources  in 
I   1990s:  finding  imaginative  new 
I  /s  to  keep  them  from  winding  up 
I  DoUutants. 

|:  A.  philosophical  revolution  is  now 
>  ler  way  in  our  thinking  about  pol- 
:on.  It  is  fueled  by  the  nation's 
i«  indling  landfill  capacity;  by  new 
)rmation  about  the  release  of  toxic 
micals  into  the  environment;  by 

t overies  of  new  global  problems 
1  as  stratospheric  ozone  depletion 
;  climate  change.  We  now  recog- 
that  our  country — indeed  the 
re  community  of  nations — must 
I  creative  new  approaches  to  deal 
\  1  these  vast  and  complex  new  envi- 
r  nental  challenges. 

he  pivotal  strategy  for  this  pivotal 
f  s  pollution  prevention.  Pollution 
F  ention  means  using  materials, 
1  esses,  practices,  or  products  that 
f'  .ce  or  eliminate  pollutants. 

lere's  just  one  example:  Borden 
^  mical  Co.  found  ways  to  cut 


releases  of  organic  pollutants  from  its 
Freemont,  Calif.,  plant  by  93  percent. 
One  major  reduction  came  from  chang- 
ing the  way  an  1 1 ,000-gallon  reactor 
vessel  is  rinsed.  The  company  had  been 
using  a  single  rinse  that  produced 
wastewater  too  dilute  to  recycle,  but 
too  polluted  to  dispose  of  easily.  Borden 
switched  to  a  two-stage  process:  The 
first  rinse  results  in  a  concentrated 
residual,  which  is  reused;  the  second 
rinse  is  extremely  dilute  and  readily 
handled  by  existing  treatment  systems. 

In  this  case,  operating  costs  have 
been  cut.  And  while  that  won't  always 
be  the  case  with  pollution-prevention 
initiatives,  it  does  illustrate  an  impor- 
tant point:  Prevention  is  based  on 
efficiency  in  process  and  raw-material 
use.  That's  why  it  is  the  environmen- 
tal strategy  most  consistent  with 
industrial  competitiveness  and  sus- 
tainable economic  growth. 

Our  goal  at  the  EPA  is  to  begin  to 
integrate  pollution  prevention  into 
the  way  the  nation  designs,  builds, 
regulates,  buys,  consumes,  and  dis- 
poses. As  this  new  way  of  doing  busi- 


The  EPA  chief  inspects  Alaska's  coast- 
line after  the  1989  spill. 


ness  takes  hold,  it  will  smooth  the 
path  to  a  new  kind  of  environmental 
legislation  in  the  1990s:  performance- 

A  key  element  in  managing 
natural  resources  is  to  find 
ways  to  keep  them  from 
becoming  pollutants. 

based  laws  that  seek  to  harness  the 
marketplace  in  behalf  of  the  environ- 
ment. This  IS,  in  fact,  the  approach 
used  throughout  President  Bush's 
proposals  for  amending  the  Clean  Air 
Act.  Companies  that  voluntarily 
reduce  emissions  of  toxic  air  pollu- 
tants can  choose  the  techniques  used 
to  obtain  reductions;  companies  that 
wait  for  government  regulations  may 
not  be  given  the  same  latitude. 

Americans  have  an  advantage 
because  we  began  building  a  strong 
environmental  protection  framework 
about  20  years  ago,  when  several 
major  environmental  laws  were 
enacted.  Now  those  investments  are 
paying  off  in  a  cleaner,  healthier  envi- 
ronment for  our  citizens. 

Clearly,  it  is  in  the  best  interests  of 
the  environment  and  the  economy 
that  this  country  achieve  its  environ- 
mental goals  in  the  most  cost-effective 
ways  possible.  Business  has  a  role  in 
determining  those  approaches. 

I  encourage  business  to  help  ensure 
continuing  environmental  progress, 
always  clear  on  the  differing  roles: 
government's,  to  set  society's  goals; 
and  business',  to  help  determine  the 
most  efficient  ways  to  meet  them. 

Mr.  Reilly  has  played  a  major  role  in 
development  of  the  Clean  Air  Act  propos- 
als pending  in  Congress,  and  in  initia- 
tives to  protect  endangered  wetlands, 
clean  up  oil  spills,  and  involve  the  U.S. 
in  international  environmental  issues. 
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ORGANIZATIONS 

FOR  A  BRIGHTER  WORLD 


The  following  national  and  international  organizations 
work  with  individuals  and  businesses  concerned  about 
the  environment  and  economic  development.  Contact 
them  for  more  information  on  issues,  membership 
programs,  newsletters,  speakers,  and  seminars.  (For  a 
complete  list  of  environmental  organizations,  agencies, 
and  ofFicials,  the  "1990  Conservation  Directory"  is  avail- 
able for  $18  from  the  National  Wildlife  Federation.) 


African  Wildlife  Foundation 

1717  Massachusetts  Ave.,  NW 
Washington,  DC  20036 
(202) 265-8393 

The  Business  Roundtable 

200  Park  Ave. 

New  York,  NY  10166 

(212) 682-6370 

Center  for  Environmental 
Information 

99  Court  St. 
Rochester,  NY  14604 
(716) 546-3796 

Centre  for 

Our  Common  Future 

Palais  Wilson 
52,  rue  des  Paquis 
CH  1201  Geneva, 
Switzerland 
(41  22)  732  71  17 

Climate  Institute 

3  1  6  Pennsylvania  Ave.,  SE 
Washington,  DC  20036 
(202) 547-0104 

Coalition  for  Environmen- 
tally Responsible  Economies 

7]  1  Atlantic  Ave. 
Boston,  MA  021 1 1 
(617)451-0927 

Conservation  International 

i'l:  5  18th  St.,  NW 
bington,  DC  20036 
429-5660 

Environmental 
Defopse  Fund 

25  .  p.irk  Ave.  S. 
">k"?i  York.  NY  10010 
■/i  ''.)  >05-210{) 
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European  Environmental 
Bureau 

20,  rue  du  Luxembourg 
B-1040  Brussels,  Belgium 
(322)  514  1432 

The  European  Roundtable 
of  Industrialists 

Secretariat  OlHce 
rue  Guimard  1 5 
1040  Brussels,  Belgium 
(322) 511  5800 

Friends  of  the  Earth 

218  D  St.,  SE 
Washington,  DC  20003 
(202) 544-2600 

Global  Industrial  and  Social 
Progress  Research  Institute 

Mori  Bldg.  No.  33 
Tokyo,  105, Japan 
(813)435  8800 

Global  Business  Forum 

201  E.  42nd  St. 
New  York,  NY  10017 
(212) 983-6762 

Global  Tomorrow  Coalition 

1325  G  St.,  NW 
Washington,  DC  20005 
(202) 628-4016 

International  Chamber 
of  Commerce 

38,  Cours  Albert  ler 
75008  Paris,  France 
(331)  45  62  34  56 

International 
Environmental  Bureau 

6 1 ,  Route  de  Chene,  CH- 1 208 
Geneva,  Switzerland 
(41  22)  786  51  1  1 


International  Institute 
for  Environment  & 
Development 

3,  Endsleigh  St. 

London  WCIH  ODD,  England 

(441) 388-2117 

The  Japanese  NGO 
Center  for  International 
Cooperation 

1-14-5  Hongo,  Bunkyo-ku 
Tokyo  1 13, Japan 
(81  3)  818  8613 

National  Audubon  Society 

950  Third  Ave. 

New  York,  NY  10022 

(212) 832-3200 

National  Parks  and 
Conservation  Association 

1015  31st  St.,  NW 
Washington,  DC  20036 
(202) 857-7000 

National  Geographic  Society 

17th  and  M  Sts.,  NW 
Washington,  DC  20007 
(202) 944-8530 

National  Round  Table 
on  the  Environment  and 
the  Economy 

1,  Nicholas  St. 
Ottawa,  Ontario 
KIN  7B7  Canada 
(613) 992-7189 

National  Wildlife  Federation 

1400  16th  St.,  NW 
Washington,  DC  20036 
(202) 797-6800 

Natural  Resources 
Defense  Council 

40  W.  20th  St. 

New  York,  NY  10011 

(212) 727-2700 

The  Nature  Conservancy 

1815  North  Lynn  St. 
Arlington,  VA  22209 
(703) 841-5300 


f 

Rails  to  Trails  Conservan ' 

1400  16th  St.,  NW 
Washington,  DC  20036  ': 
(202) 7Q7-5400  ' 

Renew  America 

1400  16th  St.,  NW  i 
Washington,  DC  20036 
(202) 232-2252 

Sierra  Club 

730  Polk  St. 
San  Francisco,  CA  94109  I; 
(415)  776-2211 

United  Nations  Environ- 
ment Programme/ Indusiy 
and  Environment  Office 

Tour  Mirabeau 
39-43,  quai  Andre  Citroen 
75739  Paris,  France 
(331)40  58  88  56 

The  Wilderness  Society 

1400  I  St.,  NW 
Washington,  DC  20005 
(202) 842-3400 

World  Conservation 
Union  (lUCN) 

Avenue  du  Mont-Blanc 
CH-1 196  Gland,  SwitzerlaJ 
(41  22)  649  114 

World  Resources  Institul  . 

1709  New  York  Ave.,  N^ 
Washington,  DC  20006 
(202) 638-6300 

WorldWatch  Institute 

1776  Massachusetts  Ave.,  ^i^ 
Washington,  DC  20036 
(202) 452-1999 

Worid  Wildlife  Fund/Th« 
Conservation  Foundatio 

1250  24th  St.,  NW 
Washington,  DC  20037 
(202) 293-4800 

Zero  Population  Growth 

1400  16th  St.,  NW 
Washington,  DC  20036 
(202) 332-2200 
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See  the  smallest  sign  of  life 
in  greater  detail. 


1 


What  could  be  more  full  of  life  than  a  new  leaf  in 
ing? 

But  already  this  leaf  may  have  a  tiny  blight,  all  but 
isible  to  the  naked  eye,  that  could  lead  to  its  un- 
ely  decay. 

So  too  with  your  health. 

Which  is  why  helping  physicians  to  detect  health 
"  blems  as  early  —  and  as  accurately  —  as  possible  is 
t  first  aim  of  Toshiba's  magnetic  resonance  imaging 
(  (I)  systems. 

Today,  instead  of  X-rays,  MRI  systems  use  super- 
t  ductive  magnets,  computers  and  radio  frequency 
t  mologies  to  construct  detailed  images  of  soft 


tissue  anatomy.  Images  that,  like  the  inner  contours 
of  the  brain,  were  never  clear  before.  Images  that  can 
be  viewed  from  every  conceivable  angle.  And  that  are 
taken  quickly  —  without  pain  or  anxiety  for  the  patient. 

Toshiba  is  proud  to  have  pioneered  this  milestone 
in  modern  diagnostic  medicine. 

As  a  leading  electronics  and  energy  company,  we're 
active  also  in  everything  from  semiconductors  to 
computers  to  power  plants.  In  short,  all  those  technol- 
ogies that  do  so  much  to  enhance  our  work,  leisure, 
and  health. 

Including  MRI  systems  that  improve  our  very  out- 
look on  life.  Right  down  to  the  smallest  detail. 


In  Touch  with  Tomorrow 

TOSHIBA 

t 


A  Nentsy  boy  from  the  Soviet  Union  wonders: 
"Will  there  be  anything  left  for  our  children?" 

Since  time  immemorial,  the  Earth  has  bestowed  its  bountiful  gifts 
on  mankind.  Now  it  is  up  to  each  of  us  to  become 
its  protectors — cherishing,  not  plimdering,  our  planet.  Let's  accept  the 
challenge  to  marshal  our  noblest  thoughts,  energies,  and 
dreams  in  wisely  managing  Earth's  resources . 
We  extend  our  appreciation  to  the  distinguished  advertisers  who,  as 

stewards  of  the  Earth,  have  joined  Business  Week  in  this 
call  to  action.  And  we  passionately  endorse  the  words  of  the  United 
Nations'  Dr.  Mostafa  Tolba,  addressing  leaders  of  60  nations 

at  the  Globe  '90  environment  conference: 
"The  world  is  looking  to  you,  to  business  leaders  like  you,, to 
government  officials  like  you,  to  citizen  groups  Uke  you,  for 
innovative,  farsighted  solutions.  Our  world,  and  our  future,  is  at  stake. 
We  cannot  and  should  not  falter. " 


 — »  John  W.  Patten 

Publisher,  Business  Week 

Special  Projects  Director:  Sue  Swarzman 
Text/Production  Consultant:  Sally  K.  Ladd 
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EBEL  WITH  A  CAUSE 
-ACTUALLY,  SEVERAL 


^erick  lawyer  Man  Kanner  is  out  to  make  corporations  quake 


a\vyers  for  Johnson  &  Johnson 
scoffed  last  year  when  Allan  Kan- 
Iner  filed  a  novel  racketeering  suit 
ist  the  drug  giant.  The  charges, 
told  the  judge,  were  so  ridiculous 
he  "need  not  expend  time  or  re- 
:es"  analyzing  them.  But  the  judge 
reed,  and  the  35-year-old  Philadel- 
lawyer  is  the  one  smiling  now. 

May  18,  U.  S.  District  Court  Judge 
inson  R.  Debevoise  in  Newark, 

said  the  case  merits  a  trial  and 
ed  to  throw  it  out.  Filed  on  behalf 

0  former  J&J  executives,  it  asserts 
&J  played  down  dangers  of  its  pain- 
Zomax  and  forced  the  pair  out  af- 
ley  complained  about  it.  And  on 
17,  a  Senate  subcommittee  probing 
'  secret  settlements  to  resolve  suits 

testimony  on  Kanner's  charges 
&J  had  buried  Zomax'  risks  in  set- 
nts  with  some  600  Zomax  victims. 
AND  GOLIATH.  Lawyers  for  Wickes 
ire  taking  Kanner  more  seriously 
days  as  well.  A  New  Jersey  Supe- 
ourt  judge  declared  in  March  that 
ir  could  sue  Wickes  over  former 
nan  Sanford  C.  Sigoloff's  unsuc- 
1  $2.1  billion  bid  in  1986  for  Ow- 
tming  Fiberglas  Corp.  Kanner  had 
m  behalf  of  Owens-Corning  work- 
ho  were  fired  or  demoted  when 

1  restructured  to  fend  off  the  raid, 
jues  that  the  raider  should  pay  for 
lost  income.  While  Kanner  now 
face  Wickes  in  court,  the  ruling 
takeovers  riskier  for  raiders,  says 
ement  lawyer  Robert  F.  Stewart. 

I  ner  thrives  on  David-vs.-Goliath 
table).  As  a  novice  lawyer,  he  han- 
ass  actions  spurred  by  the  Three 
land  accident.  Last  year,  he  won  a 
damage  award  from  ChemLawn 
;s  Corp.  His  client  blamed  recur- 
I  ves  on  ChemLawn's  treatments  of 
I  burban  Philadelphia  lawn. 
I  ler's  track  record  is  even  attract- 
I'porations  that  want  to  fend  off 
I  California  Steel  Industries  Inc.,  a 
I  million  steelmaker  in  Fontana, 
hired  him  in  1988  to  tell  the  com- 
ow  to  avoid  getting  sued  when 
g  up  a  mill  site. 

so,  Kanner  isn't  about  to  become 
rporate  bar's  darling.  Abrasive 


and  even  foulmouthed,  he  is  scorned  by 
opponents  for  keeping  irregular  work 
hours  and  for  being  a  self-promoter. 
Says  J&J  outside  lawyer  David  Dobbins: 
"If  [Kanner]  were  half  as  good  a  trial 
lawyer  as  he  is  at  PR,  he  would  be  Clar- 
ence Darrow  incarnate." 

The  son  of  World  War  II  Russian  ref- 
ugees, Kanner  spent  his  first  seven 
years  on  his  family's  chicken  farm  in 
South  Jersey.  His  distaste  for  the  work, 
he  says,  eventually  led  him  to  law.  Kan- 
ner got  through  the  University  of  Penn- 
sylvania in  21/2  years  and  in  1979  gradu- 
ated from  Harvard  law  school.  He  then 
clerked  for  Robert  S.  Vance,  a  civil- 


court.  But  to  win  damages,  Kanner  must 
now  prove  that  Wickes  "wrongfully  in- 
terfered" with  the  workers'  expectations 
of  continued  employment. 

Kanner's  skirmish  with  J&J  has  a  more 
tangled  past.  In  1984,  he  represented 
some  Zomax  users  who  alleged  that  the 
anti-inflammatory  drug  sent  them  into 
shock.  Kanner  never  won  any  verdicts 
from  J&J.  But  by  1986,  he  had  resolved 
some  20  suits  in  secret  settlements. 
FOOT-DRAGGING.  The  Current  suit  was 
brought  by  James  A.  Dale  and  Edward 
F.  Lemanowicz,  ex-managers  from  J&J's 
McNeil  Pharmaceutical  unit.  They 
charge  that  J&J  minimized  early  bad  re- 
actions to  Zomax  to  consumers  and  reg- 
ulators and  weakened  warning  labels. 
They  also  claim  that  J&J  dragged  its  feet 
before  withdrawing  the  drug  on  Mar.  4, 
1983 — after  reports  of  some  250  adverse 
reactions  and  at  least  one  death  in  the 
previous  month  alone.  Before  then.  Dale 
and  Lemanowicz  say  they  had  repeated- 
ly alerted  superiors  about  Zomax.  J&J 
concedes  that  Zomax  caused  bad  reac- 
tions, and,  in  rare  instances,  death. 

The  suit  makes  alarming  accusations. 


KANNER:  i 
ABRASIVE  SI 
— AlWCAMM 


KANNER'S  HIT  LIST 

JOHNSON  &  JOHNSON  Sued  for  racke 
tearing  by  two  ex-managers  who  claim 
J&J  hid  the  risks  of  Zomax  painkiller 

EQUITABLE  LIFE  ASSURANCE  SOCIETY 

Sued  on  behalf  of  Windsor  Court  Hotel, 
charging  Equitable  with  illegal  lending. 
Equitable  settles 

AMOCO  CORP  Sued  on  behalf  of  a  Loui- 
siana developer  with  polluted  land.  A 
settlement  led  Amoco  to  buy  it  back  and 
indemnify  the  developer 

WICKES  Sued  after  its  failed  raid  on  Ow- 
ens-Coming Fiberglas.  The  suit  blames 
Wickes  for  displaced  workers  because 
Owens  revamped  to  fight  the  bid 


rights-minded  Alabama  federal  appeals 
judge  who  was  killed  by  a  mail  bomb 
last  December.  Vance  taught  Kanner  a 
key  lesson  about  the  law:  "He  always 
said  to  me,  'Look,  it's  not  a  question  of 
impressing  a  bunch  of  other  lawyers. 
It's  about  human  beings  trying  to  make 
their  way  in  the  world.'  " 

Kanner  has  made  his  reputation 
dreaming  up  maverick  theories  to 
stretch  the  law's  scope.  In  his  July,  1988, 
suit  against  Wickes,  he  argues  that  the 
$46  million  Wickes  got  in  the  deal  should 
go  to  the  Owens-Corning  employees  who 
lost  their  jobs  or  status.  The  judge 
agreed  that  the  workers  can  stay  in 


It  asserts  that  J&J  "cleansed"  reports 
and  data  to  mislead  the  Food  &  Drug 
Administration  about  the  seriousness  of 
Zomax  side  effects.  On  some  FDA  filings, 
the  suit  alleges,  j&j  executives  changed 
reports  of  "anaphylaxis,"  or  allergic 
shock,  to  "rashes."  j&j  responds  that, 
"There  is  no  basis  for  any  of  the 
charges"  by  Dale  and  Lemanowicz. 

So  far,  only  three  Zomax  injury  cases 
have  gone  to  trial,  and  J&J  won  two.  It  is 
confident  it  will  win  the  Kanner  case, 
too.  But  in  the  meantime,  the  rumpled 
lawyer  has  already  won  some  respect 
from  his  opponents — the  grudging  kind. 

By  Joseph  Weber  in  Ph  iladelphia 
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When  you  ship  billions  of  soybeans  a  year— by  railroad^  truck 
and  ship— around  the  globe^  tracldng  them  every  hour  of  every 
day  is  tough. 

Which  is  why  CSX  Transportation  Company  came  to  NYNEX . 

The  computer  systems  they  bought  from  us  are  so  sophisticated, 
they  let  CSX  track  every  last  bean^  from  Indiana  to  Texas.  Or 
Timbuktu. 

And  since  CSX^s  terminals  are  open  24  hours  a  day  they  appreci- 
ate NYNEX^s  round-the-clock  support. 

Our  technical  staff  responds  close  to  instantly. 

It  all  adds  up  to  the  Idnd  of  value  even  a  bean  counter  could  love. 

The  NYNEX  family  of  companies  v/ould  like  to  work  with 


^ou^  too.  We  offer  you  everything  from  the  NYNEX  Business 
]enters^  the  division  that  provided  these  computer  systems^  to  the 
oftv/are  of  the  DATA  Group^  Telco  Research^  the  BIS  Group  Ltd.^ 
nd  AGS  Computers^  Inc.  Call  us  at  1  800  535-1535. 

Discovering  the  reasons  why  the  answer  is  NYNEX— now^ 
lat^s  using  the  old  bean. 


990  NYNEX  Corporation. 


Need  to  communicate?  Need  to  compute?  The  answer  is 


NYNEX 
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WHAT  A  lONG,  STRANGE  TRIP  IT  HAS  BEEN  FOR 
THE  HARVARD  B-SCHOOL'S  CLASS  OF  1970 


avid  R.  Zimmer's  most  vivid 
I  glimpse  of  what  awaited  him  out- 
side Harvard  business  school 
came  during  a  stroll  down  a  Cambridge 
street  20  years  ago.  The  MBA  student 
had  just  had  dinner  at  the  faculty  club 
with  a  couple  of  friends.  As  they  headed 
toward  Harvard  Square  in  their  three- 
piece  suits,  briefcases  in  hand,  a  storm 
of  protesters  came  at  them.  The  men 
flattened  against  a  stone  fence  as  the 
crowd  charged  past,  pursued  by  a  pha- 
lanx of  police  with  dogs. 

As  Zimmer  and  his  friends  retreated 
down  a  side  street  to  evade  the  trouble, 
they  heard  someone  shout:  "Look  at 
them  in  their  suits!"  The  mob  threw 
bricks  in  their  direction;  the  police 
tossed  tear  gas.  They  eventually 
found  refuge  in  a  nearby  apart- 
ment and  watched  in  horror  as 
armored  vehicles  rumbled  in 
and   the   square   was  set 
ablaze. 

"I  found  myself 
a  no-man's- 
land  between 
the  authorities 
and  the  radical 
students,"  says 
Zimmer,  who  is 
now  the  chief  ex 
ecutive  of  a  new- 
ly formed  joint 
venture  between 
Chrysler  Corp.  and 
General  Motors 
Cor\).  "I  wasn't  ac- 
ceptable to  either 
group.  That's  when 
it    really    hit  me: 
j  Things  v/ere  really 
'  screwed  up  in  this 
;    ountry.  No  one  knew  what 
j  i!  -^y    were    trying  to 
I  d.-^ieve." 

I  'i'lventy  years  later, 
i  the  B-school's  class  of 

I  19 'i<  returned  to  Har- 

t  
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vard,  to  shop  for  Simpsons  T-shirts 
where  flames  once  raged.  On  the  first 
weekend  of  June,  they  toasted  each  oth- 
er at  their  class  reunion — while  in  Wash- 
ington, George  Bush  and  Mikhail  Gorba- 
chev toasted  the  principles  of  a  market 
economy.  Capitalism  is  no  longer  a  dirty 
word  in  Red  Square,  much  less  Harvard 
Square.  Yet  the  742  people  who  earned 
their  ticket  to  the  corporate  fast  track  in 
1970  are  far  different  from  their  prede- 
cessors at  the  ivied  citadel  of  capitalism. 
They  are  carving  out  a  distinctive  niche 
in  the  business  world. 
NEW  BREED.  This  was  an  unusual  group 
from  the  beginning.  They  were  a  prod- 
uct of  an  ambitious  effort  to  dramati- 
cally increase  class  diversity — 
^  31    women,    one  of 


whom  was 
black,   and  25 
black   men  en- 
tered the  class 
(page  166  ).  Today, 
when  women  make 
up  27%  and  minor- 
ities account  for  13% 
of  MBA  classes  the 
numbers    may  seem 
small.  But  in  1968,  they 
totaled  significantly  more 
than  in  any  previous  class. 
No  less  crucial.  Harvard 
sought  a  vastly  different 
group  of  white  males. 

'They  were  not  ele- 
gant sheep," 
'{    says  Anthony  G. 
'/   Athos,  who  was 
then  Harvard's  ad- 
missions director 
and  a  professor  of 
organizational  be- 
havior. "We  didn't 
want  to  admit  every- 
one from  Williams  and 
Yale  and  Harvard,  the 
people  who  wore  wool 
fabrics  and  button-down 


COVElfe' 


LAMAR  MURPHY  JR. 

As  a  U.  S.  Army 
colonel,  he  oversees 
such  strategic 
communications  as 
the  Moscow  hot  line 


ROBIN  STERNBERGH 

She  followed  dad 
to  Big  Blue,  where 
she  has  risen 
from  salesperson 
to  vice-president 


ROBERT  RYAN 

As  CFO  at  Union 
Texas  Petroleum,  he 
is  one  of  the  few 
blacks  in  senior 
management  at  a 
big  public  company 


DAL  LA  MAGNA 

Drive-in  discos 
didn't  pan  out, 
but  he  thinks  he 
has  finally  found 
his  niche — tweezers 


NOLAN  ARCHIBALD 

"When  the  stock 
liits  $100  a  share, 
I'll  feel  like 
we  have  done  what 
we  wanted  to  do" 


BLACK  &  DECKER'S 
MASTER  BUILDER 


I clan  D.  Archibald  often  won- 
dered whether  a  professional 
basketball  career  might  have 
suited  him  better  than  his  grueling 
days  at  Harvard  business  school.  The 
star  forward  from  Utah's  Weber  State 
College  felt  humbled  by  the  long 
nights  of  study,  demanding  teachers, 
and  quick-minded  classmates.  "There 
was  something  carved  on  one  of  the 
rest-room  stalls  that  characterized  how 


we  all  felt,"  says  Archibald.  "It  said: 
'This  is  the  only  place  at  Harvard 
where  I  really  know  what  I'm  doing.'  " 

Perhaps  Archibald  was  unduly  pessi- 
mistic. As  chairman  and  CEO  of  Black 
&  Decker  Corp.,  he  runs  the  largest 
public  corporation,  with  $4  billion  in 
annual  revenues,  of  any  of  his  class- 
mates. Last  year  alone,  Archibald 
earned  $1.8  million  in  salary  and  bonus, 
making  him  one  of  the  class's  best-paid 
members. 

But  his  job  does  have  its  drawbacks. 
Some  $3.6  billion  in  debt  left  over  from 
his  acquisition  of  hardware  producer 
Emhart  Corp.  is  sapping  earnings  at 
B&D,  despite  his  success  at  cutting 


costs.  The  company  lost  roughly  | 
million  in  1989,  but  analysts  pn 
$75  million  to  $80  million  in  net  im 
this  year. 
PRESSURE  COOKER.  Archibald  learn 
thing  or  two  at  Harvard.  The  si 
taught  him  to  make  quick  decisi 
establish  priorities,  and  handle  n 
numbing  pressure.  He  came  well 
pared  for  the  pressure  cooker.  A 
bald,  the  second  of  an  electrician's 
children,  pulled  mostly  C's  thr( 
high  school  and  was  cut  from  his 
school  basketball  team  three  times 
got  his  act  together  in  junior  coL 
and  then  the  6-foot,  5-inch  Archi 
considered  going  pro,  but  after  a 
lackluster  tryouts,  he  opted  for 
vard  and  the  corporate  route. 

Lucky  thing.  After  earning  hii 
gree,  he  rose  rapidly  through  the  r 
in  seven  years  at  Conroy  Inc.,  han( 
operations  as  diverse  as  snowmo 
and  textiles.  Then,  he  moved  to 
atrice  Co.,  where  he  rose  to  presi 
of  its  nonfood  businesses  and  gain 
reputation  as  a  turnaround  ai 
something  that  led  headhunters  to  jtijv 
him  to  B&D. 

Still,  at  47,  Archibald  can't  res 
challenge.  "Are  there  better  job 
Corporate  America?  Yes,  I  think  t 
are,"  he  says.  He'd  love,  for  inst? 
to  run  General  Electric  Co.  But  he 
content  to  spend  his  career  buiM^  tke 
B&D  into  a  major  industry  powerh( 
"When  the  stock  hits  $100  a  shan 
feel  like  we  have  done  what  we  wa 
to  do,"  he  says.  Since  the  stock 
trades  at  about  $15,  you  can  bet  tl 
he  succeeds,  future  students  will  f 
B&D  case  study  on  their  assign! 
sheets. 

By  Joseph  Weber  in  Towson 
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shirts.  We  looked  for  people  who  stirred 
the  pot  rather  than  guarded  it.  The 
world  was  changing,  and  it  was  time  for 
Harvard  to  change." 

He  sought  gifted  people  from  the  mili- 
tary academies,  from  technical  colleges 
such  as  Virginia  Polytechnic,  and  from  a 
spate  of  state  schools,  from  Cleveland 
State  University  to  the  University  of 
South  Florida.  Then,  to  foster  m.ore  ac- 
tive debate  in  the  classroom,  Athos  de- 
liberately divided  his  recruits  into  some 
sections  of  students  likely  to  clash.  They 
vere  the  last  class  to  wear  jacket  and  tie 
•  schooi.  This  wa,   a  class  that  was 
^:  "'ned  1,0  bridge  thf  ^'ra  of  the  Organi- 
■  Man  and  an  era  that  glorifies  indi- 
vwual  initiciti  e. 

MYTH  BREiS. '.  i-ns.  In  soiTie  ways,  the 
c!;iss  of  lO'/o  .-,hatters  thi.;  myth  that 
H3,rvard  grooms  ,m\y  the  captain.s  of  in- 
dustry, a  mythology  propagated  by  all 


the  hoopla  over  the  school's  famous 
postwar  class  of  1949,  the  all-male  group 
dubbed  "the  class  the  dollars  fell  on."  It 
produced  chieftains  of  power  and  pres- 
tige for  a  host  of  American  corporations: 
Johnson  &  Johnson,  Xerox,  and  Capital 
Cities/ABC,  to  name  a  few. 

True,  this  class  has  its  fair  share  of 
corporate  climbers.  Of  the  723  graduates 
whose  whereabouts  are  known,  some 
217  claim  the  title  of  president  or  chief 
executive  officer  of  their  companies.  Of 
these  conspicuous  achievers,  four  lead 
BUSINESS  WEEK  1000  corporations:  Nolan 
D.  Archibald  of  Black  &  Decker  (box), 
Richard  W.  Miller  of  Wang  Laborato- 
ries, Vincent  A.  Calarco  of  Crompton  & 
Knowles,  and  Sheldon  R.  Erikson  of 
Western  Co.  of  North  America.  Since 
the  average  length  of  time  that  elapses 
from  B-school  degree  to  the  CEO's  chair 
at  BUSINESS  WEEK  1000  companies  is  20 


years,  this  is  what  you'd  expect  frc 
class  of  1970. 

Some  of  the  more  visible  i 
spring  from  Harvard's  passion  for 
sity  in  choosing  the  class  of  1970. 
R.  Marram,  CEO  of  Nabisco  Biscul 
is  one  of  the  highest-ranking  wor 
big  corporations  (page  163  ).  Robj 
Ryan,  the  CFO  at  Union  Texas  ) 
leum,  is  one  of  the  few  blacks  in  i 
management  at  a  public  company) 
clearly  are  among  the  pioneeringji 
of  the  class,  though  Harvard  wai 
successful  in  preparing  all  of  thenE 
corporate  world  that  was  less  tha; 
ing  to  embrace  women  and  black.'i 

Even  the  group  that  has  mad<J 
the  top  bears  little  resemblance! 
cross  section  of  mainstream  Corf 
America  circa  1970.  The  vast  majofi 
the  CEOs  in  the  class  are  entrepriifl 
and  small  businessmen.  They  w(i<j 
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estate  developers,  venture  capital- 
management  consultants,  and  in- 
ment  advisers.  They  run  small  com- 
bes that  create  software,  stamp  out 
ness  forms,  produce  furniture  and 
1  castings.  Only  95  of  the  723  work 
USlNESS  WEEK  1000  companies,  and 
26  warrant  a  mention  in  Who's  Who 
•"inance  and  Industry.  Little  more 
10%  work  in  companies  or  organiza- 
i  that  employ  25,000  or  more  people. 
'  value  job  satisfaction  and  indepen- 
e  more  highly  than  money,  which 
be  one  reason  why  36%>  of  the  class 
elf-employed  and  45%   have  job- 
ed  through  four  or  more  companies 
:  graduation  (table,  page  165  .) 
ieed,  many  ventured  outside  busi- 
pursuing  careers  in  government 
iducation,  and  others  dropped  out  of 
)rate  life.  There  is  a  wedding  pho- 
ipher  in  Laguna  Beach,  Calif.;  a 
vright  in  Zurich;  a  high  school 
;er  in  Prairie  Village,  Kan.;  the  Pre- 
of  New  South  Wales,  Australia;  an 
I  ;opal  priest  in  Houston;  and  a  U.  S. 
y  colonel,  Lamar  H.  Murphy  Jr., 
oversees  the  hotline  with  Moscow. 
IGING  TIMES.  Their  lives  and  their 
rs  mirror  the  events  of  the  two  de- 
that  have  passed  since  they  gradu- 
'rom  Harvard.  Among  them  are  the 
I  rs  and  shakers,  the  builders  and 
round  artists,  the  dealmakers  and 
freenmailers.  Zimmer,  for  one, 
i  a  key  behind-the-scenes  role  in 
est  dramatic  business  story  of  the 
970s,  the  rescue  of  Chrysler.  Some 
tremendous  success  after  Har- 
some  stumbled  to  failure.  What 
have  in  common  is  a  remarkable 
lence:  the  opportunity  of  coming 
ler  at  the  world's  preeminent  busi- 
chool  at  an  extraordinary  time.  It 
he  time  of  Vietnam  and  the  Love 
ation,  a  time  when  the  old  con- 
J  with  the  new,  when  violence  and 
fought  each  other, 
events  left  an  indelible  mark, 
was  some  disenchantment  with 
onal  Corporate  America,"  believes 
n  E.  Roulac,  who  founded  his  own 
tate  consulting  firm.  "A  focus  on 
issues,  social  responsibility,  and 
iiestioning  of  authority  through 
m  caused  the  group  to  look  in  oth- 
etions,  to  be  more  entrepreneurial, 
ent  into  things  like  real  estate, 
e  capital,  and  investment  banking 
^ere  more  receptive  to  new  ap- 
es and  new  talent."  Adds  J.  Mi- 
X)sh,  who  as  head  of  Oldsmobile  is 
*cond-youngest  vice-president  at 
il  Motors   Corp.:   "We  literally 
if  age  in  a  time  of  great  cultural 
,  and  we've  come  of  age  in  an  era 
<at  competitive  change.  I  think 
inore  liberal,  more  open,  and  more 
ve  to  change." 

ae  radical  undergraduates  at  Har- 


vard College  in  the  late  1960s,  the  B- 
school  students  hardly  seemed  that. 
Twenty  years  ago,  a  polluted  Charles 
River  was  the  "demilitarized  zone"  at 
Harvard,  cleanly  separating  undergrads 
from  the  more  conservative  grad  stu- 
dents at  the  B-school.  The  tension  be- 
tween them  was  palpable.  "Abolish  the 
B  School,"  one  critic  scrawled  on  the 
wall  in  Harvard  Yard.  The  business 


school  was  thought  to  be,  as  one  of  its 
students  said  at  the  time,  "a  farm  club 
for  the  CIA ...  a  machine  spewing  out 
briefcase-carrying  tin  soldiers." 

When  the  students  voted  to  strike  in 
1969,  only  the  schools  of  business  and 
law  remained  open.  Some  10,000  demon- 
strators crossed  the  Charles  to  pack  the 
football  stadium  only  50  yards  away 
from  the  B-school  campus — where  it  was 


ELLEN  MARRAM 

"I  don't  spend  time 
focusing  on  the 
woman  issue" 


NABISCO  BISCUIT'S 
SAVVY  CEO 


E! 


I  lien  R.  Marram  might  well  be  the 
most  successful  woman  in  the 
I  class  of  1970.  As  chief  executive 
of  Nabisco  Biscuit  Co.,  she  commands 
17,000  employees  and  $2.5  billion  in 
revenues.  But  don't  ask  her  about  suc- 
ceeding in  a  man's  world. 

"I  don't  spend  time  focusing  on  the 
woman  issue,"  she  says  flatly.  "I  know 
that  there  have  been  people  Fve  en- 
countered who  have  treated  me  differ- 
ently because  I'm  a  woman.  But  that's 
their  issue.  I  just  focus  on  being  an 
effective  executive." 

For  Marram,  43,  that's  worked  just 
fine.  A  whiz  at  numbers  at  Wellesley 
High  School,  she  went  to  Wellesley 
College  on  a  full  scholarship  and  found 
her  niche  in  economics.  That  spawned  a 
desire  to  someday  run  a  company. 
Next  stop:  Harvard  business  school. 
PERFECT  FIT.  Marram  felt  herself  to  be 
right  at  home,  excelling  in  the  class- 
room and  still  finding  plenty  of  time  to 
become  features  editor  of  the  HarBus 
News  and  the  social  chairperson  for 
her  section.  "I  don't  remember  anyone 
who  had  more  talent  than  Ellen  had," 
says  Robert  B.  Stobaugh,  Charles  Ed- 
ward Wilson  Professor  of  Business  Ad- 
ministration at  Harvard.  "I  thought 


she  had  a  better  chance  than  virtually 
anyone  of  becoming  CEO  of  a  major 
operation." 

After  a  summer  of  traveling  alone 
through  Eastern  Europe,  Marram  went 
into  consumer  marketing,  first  at  Le- 
ver Brothers  Co.  and  later  at  Johnson 
&  Johnson.  A  headhunter  enticed  her 
to  Standard  Brands  in  1977  as  a  group 
product  manager  for  the  dessert  busi- 
ness. When  Nabisco  Brands  Inc.  took 
over  the  company  four  years  later. 
Marram  was  made  vice-president  of 
the  grocery-products  division,  where 
she  gained  a  reputation  as  a  sawy 
strategist  and  a  tough  manager.  In 
1988,  she  assumed  her  current  job, 
heading  the  RJR  Nabisco  Inc.  unit  that 
sells  such  name  brands  as  Oreos,  Ritz 
crackers,  and  Chips  Ahoy!  She  also 
gained  a  seat  on  the  board  of  Ford 
Motor  Co. 

The  big-bucks  battle  over  the  lever- 
aged buyout  of  RJR  hasn't  turned  her 
off  to  Corporate  America.  "Part  of 
why  I  stay  is  the  fact  that  I'm  increas- 
ingly challenged,"  she  says.  "Maybe  I 
had  more  patience  than  some  of  my 
classmates  have." 

Although  she  hardly  fancies  herself 
a  feminist  activist,  she  played  a  key 
role  in  persuading  the  Harvard  Club  of 
New  York  City  to  accept  women  in 
1973.  Now,  the  Nabisco  Biscuit  CEO  can 
get  Ritz  crackers  at  the  Harvard 
Club's  bar. 

By  Laura  Zinn  in  Boston 
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JOSEPH  FOGG  III 

"The  greatest 
advantage  the 
school  gave  me 
was  confidence" 


MORGAN  STANLEY'S 
MAIN  MERGER  MAN 


Joseph  G.  Fogg  III  is  one  of  the 
graduates  in  the  class  of  1970  who 
helped  change  the  rules  of  busi- 
ness over  the  past  two  decades.  As  a 
founding  member  of  Morgan  Stanley 
&  Co.'s  mergers  and  acquisitions  de- 
partment in  1970,  Fogg  eventually  be- 
came its  top  corporate  matchmaker, 
having  been  involved  in  some  200  deals 
worth  more  than  $100  billion. 

He  aided  corporate  raider  T.  Boone 
Pickens  in  his  attempted  takeover  of 
General  American  Oil  and  later  de- 
fended Phillips  Petroleum  against  both 
Pickens  and  Carl  Icahn.  Fogg  master- 
minded the  $13.2  billion  SoCal-Gulf  Oil 
takeover  in  1984,  and  he  helped  CBS 
Inc.  ward  off  Ted  Turner  a  year  later. 

'PRICE  OF  ADMISSION.'  Fogg,   who  On 

June  4  was  promoted  to  head  of  invest- 
ment banking  at  Morgan,  now  credits 
Harvard  for  putting  him  in  the  right 
place  at  the  right  time — if  little  else. 
"Without  the  degree,  I  never  would 
have  gotten  in  the  door,"  says  the  43- 
year-old  Fogg.  "The  greatest  advan- 
tiigfc  the  school  gave  me  was  confi- 
de.nce.  You  gained  it  by  defending 
ycurs.<?lf  in  class,  getting  shot  down, 
bill  k/iowng  the  risk  is  pretty  limited. 
The  sv  0;  M  thing  that  can  happen  is  you 
ciake  a  .' .ol  of  yourself." 

Fogg  r  reiy  did  that.  He  had  come  to 
Harv-ard  'irectly  from  Yale,  where  he 


earned  a  degree  in  economics.  He  had 
already  done  a  summer  stint  on  Wall 
Street  at  the  old  Kuhn,  Loeb  &  Co. 
thanks  to  a  friend  of  his  father's  who 
owned  a  financial  printing  business  in 
New  York.  From  the  start,  his  class- 
mates marked  him  as  a  man  likely  to 
succeed  despite  a  brash  arrogance  that 
colleagues  say  still  exists.  "He  was 
very  smart,"  recalls  his  first-year 
roommate  Mark  J.  Sullivan,  "and  he 
seemed  to  know  everybody  in  the 
world  at  the  time." 

Investment  banking  was  hardly  an 
"in"  business  back  then.  The  go-go 
conglomerate  era  had  come  to  an  end, 
and  only  8%  of  Fogg's  class,  down 
from  22%  in  1969,  was  lured  to  invest- 
ment banking.  Undaunted,  Fogg  joined 
Morgan,  and  within  six  months,  he  was 
drafted  to  its  new  mergers  group.  He 
prepared  the  offering  brochure  in  1973 
for  the  first  Morgan  .M&A  deal  to  gen- 
erate a  seven-figure  fee.  A  year  later, 
he  was  the  No.  2  man  on  Morgan's 
first  significant  hostile  takeover  deal: 
International  Nickel  Co.'s  bid  for  ESB 
Inc.  Fogg  became  head  of  the  M&A  de- 
partment in  1981  and  four  years  later 
took  over  corporate  finance. 

"When  we  started  the  business,  CEOs 
told  us:  'We  don't  do  acquisitions,'  " 
Fogg  says.  "Today,  there  isn't  a  major 
corporation  in  the  world  that  doesn't 
view  acquisitions  or  divestitures  as  a 
key  part  of  the  strategic  tool  kit."  With 
his  latest  promotion,  Fogg  seems  likely 
to  play  a  major  role  in  shaping  Mor- 
gan's own  tool  kit  for  years  to  come. 

By  John  A.  Byrne  in  New  York 
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business  as  usual.  "We  really  wer 
island  of  conservatism  in  a  sea  of  di 
tent,"  remembers  Lowell  L.  Bryan, 
one  of  three  McKinsey  &  Co.  dire 
from  the  class.  Fearful  that  rac 
would  attack  the  school,  the  admin:  p  A 
tion  locked  the  gates  and  posted  gu 
A  dean  issued  a  memo  allowing  stu( 
to  leave  the  campus  "due  to  the  posi 
ty  of  violence." 

DROP  A  'WAC  To  some  extent,  the 
was  oblivous  to  the  conflict — parti( 
ly  in  the  first  year,  which  was  occj 
ally  punctuated  by  '50s-style  pranks 
Saturdays,  each  student  had  to  di 
"WAC" — a  written  analysis  of  a 
study — down  a  chute  that  reached 
the  basement  of  Baker  Library, 
chute  closed  promptly  at  6  p.m, 
deadline  for  the  assignment.  Whei 
paper  was  due  on  a  famous  cement 
pany  case,  one  wag  arranged  for 
ment  truck  to  back  up  against  t 
brary,  its  huge  container  whirling 
pretend  to  pour  concrete  down 
chute — to  the  cheers  of  students  an 
horror  of  administrators. 

The  prank  was  a  rare  break  ii 
intense  competition  to  win  points 
professors  during  the  give-and-tal 
case-study  discussion.  "It  was  a 
pit,  and  if  you  went  out  there  and  t 
ed  the  tigers,  you  risked  being  eat« 
them,"  recalls  Peter  A.  Cohen, 
authored  a  1973  best-selling  book  o 
class.  The  Gospel  According  to  the 
vard  Business  School.  The  book  di 
endear  him  to  many  classmates,  { 
because  Cohen  claimed  the  school's  ^^^^^^ 
petitive  culture  played  a  role  in  the  ..  ^''^ 
ic  death  of  Stuart  A.  Kanter,  28,  { 'r^^ 
fessor  of  organizational  hehi  'f~-^\ 
Husband  of  current  Harvard  Bus  *  • 
Review  Editor  Rosabeth  Moss  Ki 
he  shot  himself  in  the  head  with  aj- 
in  his  office  in  1969.  |  y  ^"i 

Cohen,  now  a  playwright  in  Z|  j, 
thought  the  competition  "mindlessf  .'.'1°^ 
"destructive,"  though  others  viewL'*'  ''* 
as  part  of  the  process  to  preparer.'*"' 
for  the  real  world  of  business.  "IL.,,  ^ 
first  year,  the  objective  was  to  grin 
down,"  recalls  Vince  Colarco,  CI 
Crompton  &  Knowles.  "You  could 
good.  And  in  the  second  year,  they 
you  up.  You  could  do  no  wrong." 
STRUGGLING.  They  needed  that 
dence  by  the  time  they  graduaC""."' 
May,  1970.  With  recession  in  th" 
some  just  hoped  for  a  decent  job 
Miller  was  typical  of  the  most  ami 
grads:  He  set  his  sights  on  runr 
major  U.  S.  corporation.  The  son 
industrial  salesman  in  East  Ai 
N.  Y.,  Miller  had  been  an  $8,400-1 
credit  manager  for  a  Cleveland  bai 
fore  going  to  Harvard.  He  thrived 
school's  competitive  atmosphere. 
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elected  president  of  the  school's  fi- 
e  club,  the  largest  and  most  presti- 
;  of  the  student  organizations.  It 
him  a  sense  of  the  nation's  corpo- 
elite — and  his  eventual  direction, 
ter  graduation,  Miller  made  a  bee- 
for  struggling  rail  giant  Penn  Cen- 
Corp.  A  week  after  he  signed  on, 
ailroad  declared  bankruptcy.  Later, 
r  waded  into  RCA  Corp.  to  direct  a 
cial  restructuring  that  boosted  the 
■any's  return  on  equity  to  14.4%  in 
from  only  2.5%  in  1981,  the  year 
e  his  arrival.  When  General  Elec- 
!o.  took  over  RCA,  Miller  took  on  the 
lese,  hoping  to  revive  GE's  money- 
j  TV  business — only  to  see  it  sold 
under  him.  Says  M.  Colyer  Crum, 
lentor  and  a  Harvard  professor: 
las  gone  into  the  mid- 
f  thunderstorms, 
rately,  because  he 
learn  more." 
August  of  198y, 
inky  49-year-old 
id  into  the  center  of 
liggest   storm.  He 
1  a  $1  million-a-year 
ct  to  run  Wang  Lab- 
ies  Inc.,  the  debt-lad- 
>arly  bankrupt  com- 
maker.  Two  months 
e  achieved  his  gradu- 
^oal  by  being  named 
s  chairman  and  CEO. 
unge  into  turbulence 
)es  will  be  his  last, 
ot  sure  I've  another 
these  in  my  stom- 
ililler  says. 
iiORS.  While  plenty  of 
smates  were  climb- 
j  corporate  ladder 
diligently  as  Miller 
in  unusually  large 
of  them  abandoned 
n  any  single-minded 
of  the  executive 
,  Valentine  Mayer 
one.  The  son  of  a 
"jreet  securities  ana- 
.6  had  graduated 
ndover  and  Prince- 
:er  a  four-year  stint 
^ir  Force,  he  came 
ard,  partly  to  make 
.her  proud.  Once 
'i.e  was  immediately 
■med  by  the  experi- 
iie  lived  in  Cam- 
;  and  soon  became 
::he  few  MB  A  candi- 
•;etive  in  the  peace 
nt.  "It  was  an  ex- 
lary  explosion  of 
Timi  Hendrix  and 
■s — lively  colors,  in- 
g  women,  drugs, 
a  :his  political  activi- 
ays.  "I  did  a  180- 


degree  turn  from  being  an  Air  Force 
officer  to  becoming  a  highly  motivated 
antiwar  activist." 

At  graduation,  Mayer  landed  a 
$15,000-a-year  job  with  Monsanto  Co.  in 
St.  Louis.  SLx  months  later,  he  was  laid 
off.  He  moved  to  California  and  worked 
for  a  real  estate  investment  trust,  then 
tried  mortgage  banking,  commodities, 
wine  sales,  and  even  rock-concert  promo- 
tion. Eventually,  he  dropped  the  Har- 
vard degree  from  his  resume  because  it 
overqualified  him  for  the  sales  jobs  he 
was  seeking. 

Finally,  after  13  years  of  lurching 
through  a  succession  of  unsatisfying 
jobs,  he  gave  business  up  for  good  to 
become  a  freelance  photographer.  It  was 
not  an  easy  decision.  "You  have  the  feel- 
ing you  are  one  of  an 
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^mnSTiCAlPROHtf^J"  CLASS  OF  1,70 

The  Harvard  business  school  class  of  1970  found  jobs  that  earned 
them  median  starting  salaries  of  $15,000,  or  $49,680  in  today's  dol- 
lars. Now,  they're  an  independently  self-assured  lot.  According  to  a  re- 
union questionnaire  based  on  288  responses,  or  40%  of  the  class,  56% 
of  the  graduates  have  a  net  worth  of  $1  million  or  more,  while  58% 
earned  $150,000  or  more  in  cash  compensation  last  year. 

Yet  few  are  traditional  captains  of  industry.  Many  of  them  are  entre- 
preneurs. Some  36%  of  the  class  is  self-employed.  Little  more  than 
10%  work  in  companies  or  organizations  that  employ  25,000  or  more 
people.  They've  also  taken  their  lumps.  One  of  every  three  members 
has  been  fired  at  least  once,  and  25%  of  them  got  the  ax  twice 


THEY  VIEW  THEMSELVES  AS 
RISK  TAKERS 

Please  indicate  your  agreement/ 
disagreement  with  the  following: 
I  am  a  greater  risk-taker  than  most 
people 

Strongly  agree   23% 

Agree   50 

Disagree    21 

Strongly  disagree  3 

MANY  ARE  JOB-HOPPERS 

For  how  many  employers  hove  you 
worked  since  leaving  Harvard? 

Six  or  more    1  6% 

Four  or  five    29 

Two  or  three    32 

One    10 


THEY  TREASURE  THEIR 
INDEPENDENCE 

Please  select  the  four  job  values 
that  are  most  important  to  you: 

Intrinsic  nature  of  work    25% 

Independence    1  7 

Equity  ownership    1  1 

Personal  growth   9 

Current  income   8 

THEY  HATE  ROUTINE 

Please  select  the  four  least  attrac- 
tive aspects  of  your  work: 

Time/energy  demands    17% 

Routine  tasks    12 


Too  much  travel   

Interpersonal  conflicts  ... 
Government  regulations 


THEY'RE  DOING  FINE  FINANCIALLY,  THANK  YOU 


Annual  cash  compensation: 

Under  $75,000    10% 

$75,000  to  $149,999   31 

$150,000  to  $249,999   24 

$250,000  to  $499,999   19 

$500,000  or  more    15 


Current  net  worth: 

Under  $250,000    7% 

$250,000  to  $499,999   13 

$500,000  to  $999,999   21 

$1  million  to  $2.49  million  ..  26 

$2.5  million  to  $5  million  ...  12 

Over  $5  million    18 


Note;  Entries  do  not  odd  up  to  100%  because  nonrespondents  ore  not  counted 
DATA:  HARVARD  BUSINESS  SCHOOL 


elite  group  who  is  expected  to  go  out 
and  use  that  education,"  he  says.  "Some- 
one else  could  have  gone  to  Harvard  in 
my  place  and  become  a  vice-president  of 
Ford.  I  didn't  want  to  waste  the  asset, 
but  I  had  to  take  control  of  my  life." 

Mayer,  who  works  from  his  home  in 
Laguna  Beach,  Calif.,  earns  a  fraction  of 
what  many  of  his  classmates  make,  pho- 
tographing weddings  at  $750  a  clip. 
Mayer  passed  up  the  reunion  to  photo- 
graph two  weddings  and  a  party.  "Virtu- 
ally no  one  knows  I  went  to  the  Harvard 
business  school,"  he  says.  "I  show  my 
clients  a  portfolio  of  photographs,  not  a 
credential.  And  I  don't  use  what  I 
learned  there,  except  to  do  my  taxes." 

Mayer's  disenchantment  is  shared  in  a 
different  sense  by  Richard  S.  Shreve, 
who  also  jumped  to  the  business 
school  from  the  military. 
A  graduate  of  the  Na- 
val Academy,  he  had 
spent  eight  years  in  the 
Navy's  nuclear  subma- 
rine program.  "I  can  re- 
member going  to  mixers 
on  the  Harvard  campus, 
and  I'd  say,  'Hi,'  and 
they'd  ask:  'Where  have 
you  been?'  I'd  tell  them  I 
was  in  nuclear  subma- 
rines, and  it  was  like  the 
parting  of  the  Red  Sea. 
People  would  disappear. 
They  equated  nuclear  subs 
with  napalming  villages." 
SHOCKED.  Despite  the 
sometimes  strained  recep- 
tion, Shreve  found  Har- 
vard stimulating  and  excit- 
ing. Armed  with  a 
Harvard  MBA,  he  was 
among  half  a  dozen  mem- 
bers of  the  class  who 
joined  investment  bankers 
Morgan  Stanley  &  Co.  By 
1979,  he  made  partner, 
along  with  classmates  Jo- 
seph G.  Fogg  III  (page 
164  )  and  William  S.  Bah- 
renburg  Jr.  When  Morgan 
went  public  in  1986, 
Shreve  became  a  multimil- 
lionaire— an  event  that 
triggered  a  wave  of  intro- 
spection and  a  decision  to 
quit  his  job  in  June,  1988, 
and  enter  the  Yale  Divin- 
ity School.  "It  came  down 
to  having  difficulty  recon- 
ciling my  beliefs  with  what 
I  did  day-to-day  at  Morgan 
Stanley,"  he  says.  "At 
Morgan,  I  had  enriched 
the  Shreve  family.  But  15 
years  in  the  future,  I  could 
ask:  'What  did  you  do  with 
your  life?'  My  wife  was 
doing  most  of  the  child- 
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rearing  herself.  I  would  be  out  of  the 
house  before  the  kids  got  up,  and  I'd  get 
home  just  in  time  to  kiss  two  of  the  five 
good  night.  The  other  three,  I'd  see  only 
on  the  weekends." 

Some  of  his  colleagues  were  shocked 
that  he  gave  it  up.  "Some  said  I  was 
crazy,  and  some  said  'I  envy  you,' "  he 
laughs.  "What  I  found  out  is  that  when 
you  leave  B-school,  what's  important  to 
you  is  advancement,  money,  and  the 


prestige  of  a  respected  job.  That  sort  of 
thing.  I'd  like  to  tell  you  that  some  burn- 
ing bush  spoke  to  me  and  said  I  have  to 
do  something  for  humanity.  But  I  got  a 
taste  for  financial  security  and  prestige 
and  finally  said  to  myself:  'There's  more 
to  life  than  this.'  " 

These  days,  Shreve,  51,  tries  to  sched- 
ule his  classes  at  Yale  in  the  morning  so 
he  can  be  home  with  his  children  after 
school,  taxiing  them  around  Greenwich, 


Conn.,  to  soccer  practices  and  horse  !r,42.t 
riding  sessions.  He'll  help  his  wife  lilueritt 
chele,  with  dinner,  read  the  kids  a 
tuck  them  into  bed,  and  do  the  diliatlier. 
He  has  another  year  to  go  before  g  t-siipi 
ating  and  possibly  becoming  an  ord 
priest  in  the  Episcopal  Church. 

Or  consider  Nicholas  F.  Greiner  , 
of  six  Australians  in  the  class,  fo 
whom  graduated  as  Baker  Schola  krgeiv  i 
the  top  5%  of  the  class.  For  him. 


letiH 


A  BIAS  IN  B-SCHOOL 
—AND  IN  BUSINESS 


argo  Nickle  found  early  on  that 
I  a  Harvard  business  school  diplo- 
Ima  was  no  assurance  she'd  be 
taken  seriously.  No  job  offers  awaited 
the  23-year-old  in  1970,  even  though  she 
graduated  in  the  top  third  of  her  MBA 
class  and  boasted  an  undergraduate  de- 
gree from  prestigious  Berkeley.  Mean- 
while, her  fiance  and  classmate  Robert 
Alexander,  a  Baker  Scholar  in  the  top  5% 
of  the  class,  was  inundated  with  inter- 
view requests.  "When  we'd  open  the 
mail.  Bob  would  sort  his  invitations  into 
yes,  no,  and  maybe  piles,  and  I  would 
have  a  flier  to  get  a  bank  card,"  she 
recalls. 

One  day,  an  invite  to  a  recruiting  event 
finally  arrived.  "I  was  so  pleased,"  she 
says,  "and  when  I  got  there,  this  partner 
pulled  me  aside  and  said,  'Look,  the  rea- 
son we  asked  you  to  come  is  we  under- 
stand you're  engaged  to  Bob  Alexander. 
We  thought  if  you  saw  what  a  good  firm 
we  are,  you'd  encourage  him  to  see  us.'  " 

Margo  N.  Alexander  may  now  have 


the  last  laugh.  As  co-head  of  PaineWeb- 
ber  Group  Inc.'s  capital  markets,  she's 
clearly  one  of  the  success  stories  of  the 
Class  of  1970.  Her  husband  now  has  his 
own  consulting  firm,  and  she's  one  of  the 
highest-ranking  women  in  Wall  Street 
management.  Alexander  also  earns  rave 
reviews  from  PaineWebber  Group  CEO 
Donald  B.  Marron.  "Whenever  there  is 
something  important  going  on  in  the 
firm,  I  always  like  to  consult  Margo  and 
get  her  opinion,"  says  Marron.  "She's 
made  a  big  contribution  and  will  make  an 
even  bigger  one  in  the  future." 
PIONEERS.  Alexander  was  hardly  atypical 
of  the  women  and  blacks  in  the  class  of 
1970.  Many  had  been  accepted  as  a  result 
of  the  business  school's  prodigious  ef- 
forts to  add  them  to  the  ranks  of  its 
alumni.  But  what  began  as  an  ambitious 
social  experiment  by  Harvard  required 
an  extra  measure  of  perseverance  and 
wit  by  the  women  and  blacks  who, 
whether  they  liked  it  or  not,  became  true 
business  pioneers. 


farticit 
'orld  e 
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To  enhance  diversity,  Harv£  is 
sions  officials  descended  on  <  m 
and  women's  colleges  to  encoui  s 
cations.  They  asked  black  lead 
jor  cities  to  suggest  promisingtoiager. 
And  to  lure  them  to  Harvard,  iieii 
dished  out  generous  scholar 
loans  and  held  summer  prep  c 
those  who  needed  them.  The 
women,  one  of  whom  was  bla  Mkst 
black  men  entered  the  class  o:  leiision  t 

At  what  had  long  been  a  vi 
male,  all-white  preserve,  the}!)! 
decidedly  mixed  reception.  C( 
remembers  a  section  mate  fi 
"He  thought  it  was  very  stra;  f 
didn't  walk  behind  him."  Until 
ken  Colleen  Burke  forced  theLs. 
male  students  were  prohibitec  R.  Marti 
ing  on  campus.  Tani  Carman  ^iBJivice-: 
business  group  director  of  Pe  ti 
Purina  Mills  Inc.  in  St.  Lou 
"plenty  of  people  who  though  Ji 
there  just  to  get  rich  husbai' 
professor  told  her:  "You're  taifi 
away  from  a  man  who  has  torf 
family!"  nissn 

In  class,  many  professors  va 
en's  opinions  mainly  on  case  s 
dealt  with  designer  clothes,  s 
chines,  or  silverware — even 


srgotie 


she  Ik 
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COLLEEN  BURKE 

Until  she  forced 
the  issue,  female 
B-school  students 
weren't  allowed  to 
live  on  campus 
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was  a  "mind-forming"  rather  than 
nowledge-forming"  experience, 
er,  42,  believes  it  has  had  a  signifi- 
nfluence  on  the  way  he  approaches 
le  came  to  the  school  at  the  behest 
;  father,  who  runs  a  Sydney-based 
r-supply  business, 
return  to  the  family  business,  af- 
18-month  stint  with  Boise  Cascade 
,  was  less  than  he  expected. 
3r  found  his  Harvard-inspired  ideas 
largely  rejected  by  his  father  and 
iken  seriously  by  his  employees. 


Those  years,  from  1972  to  1980,  may 
well  rank  as  among  the  most  unproduc- 
tive and  unrewarding  in  his  life.  "Part  of 
the  problem  was  that  my  father  hung  on 
very  grimly,"  he  says.  "We  were  discor- 
dant, we  had  very  different  attitudes  on 
lots  of  things." 

As  his  professional  relationship  with 
his  father  soured,  he  began  to  tune  out. 
"I  actually  spent  most  of  my  time  doing 
other  things,"  he  concedes.  "I  went  to 
work  every  day,  but  I  spent  a  lot  of  time 
playing  squash,  being  in  the  Harvard 


Club,  and  being  in  the  Liberal  Party." 

Two  years  ago,  his  Liberal-National 
Party  coalition  swept  into  power  for  the 
first  time  in  more  than  a  decade.  As 
Premier  of  New  South  Wales,  the  coun- 
try's most  populous  state,  he  is  Austra- 
lia's sole  governing  conservative  politi- 
cian. In  the  weeks  after  his  1988  election 
victory,  Greiner  was  being  hailed  as  po- 
tential Prime  Minister  material — a  posi- 
tion he  claims  not  to  covet. 

Then  there's  Dal  La  Magna,  the 
class's  irrepressible  entrepreneur  and 


is  Maria  Robinson,  a  Peace 
ran  who  had  spent  two  years 
is  without  running  water. 
3,  their  on-campus  experiences 
'binger.  "We  weren't  particu- 
me  in  the  business  school,  but 
;  particularly  welcome  in  the 
world  either,"  says  Kazie 
)under  and  CEO  of  PrimeTime 
^ork-based  company  that  sells 
levision  to  home  satellite-dish 
rural  areas.  "So  maybe  the 
hool  toughened  us  up  and  got 

29  women  who  graduated, 
f  are  working  full-time  today, 
lan  a  third  earn  incomes  well 
ires.  Among  them  are  Nabis- 
fl.  Marram,  Robin  W.  Stern- 
IBM  vice-president,  Betty  A. 
;tor  of  planning  at  Pfizer  In- 
and  Margaret  D.  Jones,  a 
{ache  securities  analyst. 
.'  For  Dorothy  C.  Haase,  the 
forgo  the  traditional  rewards 
rd  MBA  led  a  different  way. 
raising  for  Harvard's  School 
n,  she  became  development 
the  League  of  Women  Vot- 
end  of  five  years  in  that  job 
:ed  and  running  out  of  mon- 


ey, and  I  thought,  'Gosh,  with  a  Harvard 
MBA,  I  should  be  doing  better  than 
this,'  "  she  says.  Now,  Haase  divides  her 
time  between  sculpting  and  fund-raising 
for  an  acting  company  in  New  York. 

Although  many  of  the  women  dropped 
out  to  raise  families,  those  who  stayed 
have  been  more  readily  absorbed  in 
mainstream  business  than  have  the 
blacks.  "What  we've  been  able  to  achieve 
has  been  very,  very  minor  compared  to 
our  white  classmates,"  says  Daniel  Den- 
nis, who  owns  an  accounting  firm  in  Bos- 
ton. "A  lot  of  the  white  guys  had  money 
and  came  from  very  wealthy  families 
who  had  contacts.  Most  of  us  started  out 
from  scratch.  My  white  classmates  have 
probably  done  10  or  100  times  better 
than  I  have." 

Most  of  the  blacks  steered  clear  of 
Corporate  America,  preferring  to  start 
their  own  small  companies  or  teach  busi- 
ness at  small  colleges.  Tyrone  E.  Dicker- 
son,  46,  for  example,  chose  to  start  his 
own  accounting  firm  in  Richmond,  Va. 
"Back  then,  I  definitely  would  have  had 
a  hard  time,  even  with  the  three  letters 
behind  my  name,"  believes  Dickerson. 
"Young  blacks  were  not  that  acceptable 
to  business." 

After  a  stint  as  an  accountant,  Herbert 


P.  Wilkins  joined  a  venture  capital  firm 
in  Boston  that  invested  in  minority  busi- 
nesses. He  got  the  ax  within  two  years 
because  of  a  disagreement  over  the  type 
of  black  entrepreneurs  the  firm  should 
back.  "I  thought  you  needed  mean,  or- 
nery bastards  running  the  companies," 
he  says.  "They  wanted  to  invest  in  nice, 
black,  country  gentlemen."  Wilkins  con- 
sulted for  two  years,  then  returned  to 
venture  capital.  He  now  has  his  own 
firm,  Syndicated  Communications  in 
Washington,  D.  C,  which  invests  in  mi- 
nority-owned radio  and  TV  stations. 

One  who  took  the  path  of  many  of  his 
white  classmates  is  Robert  L.  Ryan,  47, 
son  of  a  Detroit  auto  worker.  "My  father 
didn't  complete  high  school  and  would 
never  accept  discrimination  as  a  reason 
for  something  not  getting  done,"  he 
says.  Neither  did  he.  He  came  to  Har- 
vard with  a  master's  in  electrical  engi- 
neering from  Cornell  and  left  with  a 
$20,000-a-year  job  at  McKinsey  &  Co.  Af- 
ter five  years,  he  was  recruited  to  Citi- 
bank and  in  1982,  he  moved  to  Union 
Texas  Petroleum  in  Houston  where  he  is 
now  chief  financial  officer. 

Like  Margo  Alexander,  he  used  his  de- 
gree to  beat  the  odds. 

By  Laura  Zinn  in  Boston 


MARGO  N.  ALEXANDER 

After  a  discouraging 
start,  she's  now 
co-head  of 
capital  markets  at 
Paine  Webber  Group 


TYRONE  E.  DICKERSON 

Steering  clear  of 
Corporate  America, 
he  chose  instead  to 
open  his  own 
accounting  firm 
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the  prankster  who — it  can  now  be  re- 
vealed— hired  the  cement  truck.  The 
Brooklyn-born  son  of  a  New  York  City 
longshoreman  interrupted  his  B-school 
education  to  convert  drive-in  movie  the- 
aters into  drive-in  discos.  The  plan 
flopped.  "Not  only  did  it  rain  most  of 
that  summer,  but  the  kids  were  doing 
Woodstock,"  he  says. 

He  opened  a  psychedelic  light  shop, 
tried  selling  waterbeds,  and  lost  money 
in  the  stock  market.  La  Magna  graduat- 
ed a  year  late  and  $100,000  in  debt.  He 
took  a  job  as  co-director  of  a  film  school 
in  Cambridge  but  discovered  he  was  too 
temperamental  to  manage  artists.  He 
ran  a  restaurant,  unsuccessfully  tried  to 
produce  a  gothic  thriller  in  Hollywood, 
and  finally  opened  an  ice  cream  parlor  in 
Venice.  "I  lived  by  my  wits,"  he  says. 
"Everything  I  owned  was  in  a  bag.  At 
my  10th  reunion,  a  classmate  figured 
that  the  average  earnings  of  the  class 
was  reduced  by  $80  because  of  me." 
TWEEZER  NICHE.  Finally,  he  returned  to 
New  York,  moved  in  with  his  parents, 
and  got  a  job  as  a  $200-a-week  contract 
administrator  with  Apoca  Industries. 
The  job  put  him  into  a  factory,  where  he 
saw  workers  lift  small  electronic  parts 
with  special  tweezers.  Borrowing  money 
on  his  credit  cards  in  1980,  he  began  to 
buy  the  tweezers  and  wholesale  them  to 
drugstores  and  department-store  chains. 
Only  recently  has  he  weaned  Tweezer- 
man  Corp.  in  Port  Washington,  N.  Y., 
off  credit-card  financing.  He  claims  sales 
of  $2.5  million  last  year. 

La  Magna  thinks  he  has  finally  found 
his  niche.  He  was  too  embarrassed  to 
attend  the  last  reunion,  and  he  passed 
on  this  one  because  it  cost  $450  to  at- 
tend. After  taking  out  his  $60,000  salary 
last  year,  his  business  netted  only 
$40,000.  "For  a  lot  of  my  classmates, 
$450  is  like  going  to  the  movies,"  he 
says.  "My  wife  says  I'm  cheap,  but 
we're  not  spending  any  money  on  any- 
thing—not even  a  reunion." 

At  their  celebration,  the  class  of  1970 
renewed  acquaintances,  exchanged  old 
tales,  and  caught  up  with  each  other. 
Reunions  can  be  dull  affairs,  occasions 
at  which  people  measure  their  own  pro- 
gress by  the  success  or  failure  of  their 
old  classmates.  Robert  E.  Hallagan,  who 
organized  this  latest,  concedes  as  much. 
"At  the  10th  reunion,  there  were  all 
kinds  of  pools  and  bets  over  who  would 
have  the  first  million  in  the  bank,"  he 
says.  "But  now,  we're  beginning  to  ac- 
cept the  fact  that  some  of  us  are  enor- 
mously successful  and  others  are  where 
they  are."  Thanks  to  the  class  of  1970, 
the  class  of  1990  is  likely  to  reach  the 
same  conclusion  more  easily. 

By  Joh  n  A.  Byrne  in  Boston,  with  Laura 
Zinn  in  JJoston,  James  B.  Treece  in  Detroit, 
Gary  McWilliams  in  Lowell,  Mass.,  and 
Stephen  Hutcheon  in  Sydney 
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TURNING  A  MEGASPORT 
INTO  A  MEGABUSINESS 


As  the  World  Cup  kicks  off,  moguls  are  transforming  soccer 


On  Friday,  June  8,  at  around  5 
p.m.  Greenwich  Mean  Time,  an 
umpire  will  blow  his  whistle,  an 
international  crowd  in  Milan  will  roar, 
and  the  world's  richest,  longest,  and 
most  widely  watched  sporting  event  will 
begin.  With  more  television  viewers  than 
the  Super  Bowl,  the  World  Series,  and 
the  Olympics  put  together,  it's  the  big 
one:  soccer's  World  Cup. 

Because  millions  of  Chinese  who 
bought  their  first-ever  television  sets 
since  the  last  World  Cup  will  be  watch- 
ing, the  number  of  viewers  should  far 
exceed  even  the  stunning  total  that 
tuned  in  for  the  1986  competition  in  Mex- 
ico, says  the  Federation  Internationale 
de  Football  Assn.  (FIFA),  the  organiza- 
tion that  has  managed  the  event  since 
the  first  one  was  held  in  Uruguay  in 
1930  (chart).  But  from  Shanghai  to  Se- 
ville, it's  likely  that  no  set  of  eyes  will  be 
fixed  on  the  four-week  tournament  more 
intently  than  those  of  Silvio  Berlusconi, 
the  charismatic  entrepreneur  whose 
closely  held  Milan-based  Fininvest  has 
key  stakes  in  French, 
Italian,  Spanish,  and 
German  commercial 
television. 

MORE  FUN.  Berlusconi, 
who  also  owns  the 
Continent's  top  club, 
is  at  the  forefront  of  a 
movement  that's 
transforming  soccer 
into  the  first  global 
megasport— with  sala- 
ries, sponsorships,  and 
viewers  to  match. 
Much  of  that  change 
is  coming  from  the 
wealthy  soccer  heart- 
land of  Western  Eu- 
rope, where  some  of 
the  EC's  top  entrepre- 
neurs are  bankrolling  teams.  The  pros- 
pects of  open  frontiers,  deregulated  tele- 
vision, and  the  sheer  economic 
dynamism  of  Europe  1992  are  already 
contributing  to  the  game.  Says  Berlus- 
coni: "A  Europe  that  is  becoming  impor- 
tant politically  and  economically  is  going 
to  have  very  important  soccer." 
Since  acquiring  the  Milan  AC  Football 
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Club  in  1986,  Berlusconi  has  been  si 
handedly  trying  to  bring  European 
cer  into  the  late  20th  century.  His 
gram:  more  money,  more  stars, 
fun.  Four  years  and  $85  million  lat( 
has  also  turned  Milan  into  the  wj!" 
best  team.  In  a  match  against  Lis 
Benfica  on  May  23,  it  won  the  Ei 
Champions  Cup  for  an  unpreced( 
second  time  in  a  row.  For  that 
work,  each  of  Milan's  18  players  ej 
a  cool  $200,000  bonus.  That's  on  t 
the  $1  million  or  more  in  straight  s 
that  star  players  earn. 

Berlusconi's  goal  is  to  make 
more  like  a  U.  S.-style  family  sp 
steering  it  away  from  the  b 
drenched  macho  frenzy  that  can  i 
in  tragedy,  as  it  did  on  Apr.  15, 
when  95  fans  of  the  Liverpool  team 
killed  in  a  stampede  at  a  Sheffield 
um.  Berlusconi  is  slowly  starting 
troduce  American-style  pregame 
tainment,  such  as  performances  b] 
singers.  "Soccer  has  to  be  a  party 
spectacle,"  says  Berlusconi.  "We'r 
out  there  only  t( 
but  to  entertain 
then  to  win." 

And,  he  might 
to  give  Berluscor 
the  companies  h( 
trols  an  enormoi; 
age  boost.  The '! 
Milan  acqui|""'H't'i 
helped  the  53-yePfaH 
media  magnat(j'''frati 
come  one  of  lF*'«t(it| 
top  power  brcfNtiODi 
Though  he  clair inte 
bought  the  tean:)"'^  Hes 
"because  I'm  Ip'fepas 
emotionally  tor'*jcas 
sport,"  the  fa( 
mains  that  a  wi 
team  in  Italy  be 
unparalleled  prestige  on  its  owner. 
Pope  John  Paul  II,  who  played  see 
his  native  Poland,  is  said  to  be  a 
fan. 

Berlusconi  is  king  of  the  hill  i 
country  that's  the  center  of  the  f 
world.  No  other  nation  can  match  1 
roster  of  lavishly  paid  superstars 
gentinian  Diego  Maradona,  who 
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SPORTS  E 


aples;  the  Netherlands'  Ruud  GuUit 
larco  van  Basten,  who  boot  the  ball 
[ilan;  and  Roberto  Baggio,  the  new 
of  Turin's  team,  Juventus.  And  no 
nation  has  so  many  devoted  and 
pocketed  fans:  More  than  1  in  10 
males  in  Milan  regularly  attend 
ay  evening  matches  at  the  city's 
im — paying  ticket  prices  that  range 
about  $20  to  $150. 
ler  soccer  entrepreneurs  in 
06  are  starting  to  imitate 
sconi's  flashy,  free-spend- 
tyle.  Bernard  Tapie,  a  top 
;h  buyout  specialist  and 
er  in  national  politics,  is 
ing  much  of  the  same  kind 
iir  to  AC  Marseilles.  In 
industrialist  and  media 
Ramon  Mendoza  is  pour- 
illions  into  his  top-ranked 
Madrid  club. 

the  prize  for  the  most 
icuous — and  controver- 
lisplay  of  wealth  goes  to 
Agnelli,  who  is  probably 
known  in  Italy  as  owner 
'entus  than  as  the  chair- 
f  car  giant  Fiat  and  the 
y's  top  industrialist.  On 
8,  he  paid  $13  million  to 
star  forward  Roberto 
)  away  from  Florence  and 
tim  to  Turin,  hometown  of 
id  Juventus. 
FANS.  The  sale  of  the 
iced,  23-year-old  Buddhist 
i  three  days  of  riots  in 
;e,  where  threats  from 
fans  grew  so  dire  that 
:e  owner  Count  Flavio 
\\  0  needed  round-the-clock 
a  protection.  "Baggio  was 
:j  ichelangelo,"  cried  Flor- 
e|  lay  or  Giorgio  Morales, 
ra  ing  the  forward  with  an 
lil  favorite  son.  "And  now 
y:  taken  him  away." 

Hi,  who  often  calls  Ju- 
it  managers  at  6  a.m.  to 
w  he  fat — or  chew  them 
-  desperate  to  put  his 
n  ick  into  the  top  spot  in 
1}  position  it  occupied  al- 
't  ithout  interruption  from 
1  j  1984.  He  spent  some  $40 
lici  in  the  past  two  months 
nble  a  cast  of  stars  for 
s.  "That,"  sniffs  rival 
)ni,  "is  about  what  I've 
the  last  four  years." 


the  sellout  crowds  and  massive  TV  audi- 
ences that  would  almost  surely  follow — 
could  help  owners  recoup  their  heavy 
investments  in  players  and  stadiums. 

In  fact,  soccer  in  Italy  and  the  rest  of 
Europe  is  often  a  money-losing  proposi- 
tion. Because  of  fan  violence,  stadium 
attendance  has  been  steadily  falling,  and 
television  revenues  are  still  a  tiny  frac- 


I  MONDIAL!:  THE  GREATEST  DRAW  ON  EARTH 


THE  WORLD  CUP'S  TOTAL  CUMULATIVE 
WORLDWIDE  TV  AUDIENCE 
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BERLUSCONI  AND  AC  MILAN:  THE  AUDIENCE  WILL  EXPLODE 


;coni  is  likely  to  spend  a  lot  more 
w  grand  scheme  comes  to  pass. 
w(  ;s  to  corral  the  top  six  or  seven 
15  I  Europe — Italy's  Juventus  and 
ir  Germany's   Bayern  Munich, 
|  ^eal  Madrid,  Britain's  Liverpool 
/  enal — into  a  new  elite  league 
own  big-money  championship, 
ulting  glamor  matchups — and 


tion  of  the  sums  that  U.  S.  networks  pay 
for  major  sporting  events.  That's  be- 
cause national  monopolies  throughout 
Europe  severely  restrict  where  and 
when  matches  can  be  televised. 

But  that,  too,  is  changing.  By  next 
year,  new  legislation  could  allow  Berlus- 
coni's Fininvest  to  expand  live  broad- 
casting of  games.  And  he  says  his  group 


is  ready  to  launch  sophisticated  pay-per- 
view  broadcasts.  "The  audience  of  soc- 
cer is  going  to  explode  right  out  of  the 
stadium,"  predicts  Berlusconi. 

The  allure  is  so  powerful  that  even  the 
U.  S.  is  joining  the  club.  It's  fielding  a 
World  Cup  finalist  team  for  the  first 
time  in  40  years  and  will  host  the  next 
games  in  1994.  Some  of  Corporate  Amer- 
ica's heaviest  hitters,  including 
American  Express,  Anheuser- 
Busch,  and  Warner  Communica- 
tions, helped  put  up  the  $1.5  mil- 
lion the  U.  S.  needed  to  bid  to 
host  the  '94  Cup. 
ILL-SUITED.  With  many  U.  S.- 
based  multinationals  eager  for 
the  exposure  and  prestige  that 
the  World  Cup  brings,  sponsor- 
ship is  probably  the  least  press- 
ing worry  faced  by  the  Wash- 
ington-based World  Cup  '94 
Organizing  Committee.  The  or- 
ganizers' real  problem  is  trans- 
lating soccer's  popularity  as  an 
American  participation  sport 
into  box-office  appeal.  Some  12.9 
million  American  youngsters 
now  play  league  soccer,  and 
kids  who  have  developed  an  ap- 
preciation for  the  subtleties  of 
the  game  are  likely  to  be  the 
ones  who  in  1994  will  fill  the 
stadiums  or  camp  out  in  front  of 
the  tube  for  the  duration  of  the 
tournament.  What  U.  S.  soccer 
promoters  really  need  to  work 
on,  says  former  Secretary  of 
State  Henry  Kissinger,  the  or- 
ganizing committee's  vice-chair- 
man, is  educating  spectators 
and  fostering  national  pride. 
"There's  no  rea.son,"  he  says, 
"why  a  sport  that  has  driven  the 
rest  of  the  world  bananas  can't 
catch  on  in  the  U.  S." 

As  logical  as  that  sounds,  soc- 
cer remains  ill-suited  to  U.  S.- 
style  commercial  television.  Joao 
Havelange,  president  of  FIFA 
and  the  czar  of  international 
soccer,  is  exploring  ways  to 
make  the  game  more  TV-friend- 
ly, perhaps  by  expanding  the 
playing  time  to  four  25-minute 
quarters  from  the  current  two 
45-minute  halves  separated  by  a 
15-minute  halftime.  And  the  '94 
Organizing  Committee  is  work- 
ing on  ways  to  air  commercials 
without  interrupting  play. 
U.  S.  organizers  have  four  years  to 
figure  out  how  to  get  the  game  off  the 
ground.  So,  while  they're  in  Italy  enjoy- 
ing the  World  Cup,  they  might  be  wise 
to  watch  the  moves  of  the  man  who 
could  give  soccer  its  strongest  boot  yet: 
Silvio  Berlusconi. 

By  John  Rossant  in  Rome  and  Fred  Kapner  in 
Milan,  mth  Harris  Collingwood  in  New  York 
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SALOMON'S  STRAUSS:  "TRADING  REVENUES  ARE  MORE  IMPORTANT  NOW  BECAUSE  OF  SLOWDOWNS  IN  OTHER  BUSINESSES" 
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REDISCOVERS  ITS  ROOTS 
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With  merger  mania  a  memory,  trading  is  once  again  the  major  profit  engine  at  big  firms 
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very  securities  firm  wishes  it  had  a 
Christopher  M.  Mitchinson.  On  Jan. 
5,  the  Salomon  Brothers  Inc.  man- 
aging director  based  in  London  predicted 
that  rising  interest  rates  in  Japan  would 
soon  push  the  high-flying  Nikkei  stock 
average  from  39,000  down  to  about 
32,000.  On  Mar.  2,  he  amended,  it  was 
headed  down  to  27,000.  On  Apr.  4,  he 
concluded  that  rates  had  peaked  and 
called  for  the  index  to  rebound  to  32,000. 

Uncannily,  Mitchinson  was  right  all 
three  times.  (He  now  calls  for  a  rise  to 
about  40,000  by  yearend.)  Salomon,  tra- 
ditionally the  Street's  biggest  trader, 
won't  give  any  details  on  its  profits.  But 
an  executive  at  the  firm  says  "a  large 
portion"  of  its  huge  first-quarter  trading 
gross  profits  of  $534  million  resulted 
from  acting  on  Mitchinson's  forecasts. 

Proprietary  trading — a  firm  trading 
for  its  own  account — is  now  the  engine 
powering  Wall  Street.  In  the  takeover- 
1  happy  1980s,  the  merger-advisory  busi- 
j  ness  was  king.  "Trading  revenues  are 
I  more  importiint  now  because  of  slow- 
i  dov^ns  in  other  businesses,"  says  Thom- 
i  as  W.  Strauss,  Salomon's  president, 
i  \t  Salomon,  trading  represent,  d  80% 
I  of  first-quarter  gross  profits.  Morgan 


Stanley  &  Co.,  also  a  major  player  in 
Japan,  posted  its  best  trading  quarter,  a 
427'  increase  over  last  year's  first  quar- 
ter. Goldman,  Sachs  &  Co.  doesn't  dis- 
close its  results,  but  the  Street  believes 
it  did  very  well  indeed.  And  although 


TRADING  PROFITS  ARE 
WAY  UP  FOR  MOST  FIRMS 
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GROSS  PROFITS  FROM 
PROPRIETARY  TRADING 
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both  the  bond  and  stock  markets  d  i  its  afe 
fare  well  in  the  first  three  months,  [optraiit 
firms  outstripped  their  1989  qua  i,  tc 
averages  in  trading.  1 3n 

In  a  sense,  Wall  Street's  high-po  Corf 
houses  are  back  to  their  roots.  Seci  Jineiit 
firms  make  most  of  their  trading  { are  ( 
in  bonds.  They  use  their  own  cap  bet.' 
take  positions  in  the  market.  To  igu  a 
big  profits,  two  things  must  h;ie 
There  must  be  a  sizable  amount  oisriasplm 
tility  in  interest  rates,  and  the  takeovers 
must  make  the  correct  bet.  Wheifcuj; 
guess  wrong,  they  can  get  clobpi.n^|^( 
Salomon  had  $112  million  in  overaljlay  jj, , 
ing  profits  in  1989's  first  quarter,  [lie ij 
is  said  to  have  lost  $100  million 
eign  government  bonds. 
GOLDEN  DAY.  There  are  indication 
the  second  quarter  could  be  even 
than  the  first  for  traders.  Because 
tility  in  the  financial  markets  spell;  jsijf'fjjj 


ing  action,  June  1  was  a  golden  da 
Dow  Jones  industrial  average 
the  2900  threshold,  and  the  yield 
benchmark  30-year  Treasury  bon 
denly  dropped  "from  8.57%  to  8.44 
lowest  rate  in  two  months.  "It  w|,/, 
of  our  best  trading  days  of  the 
says  Richard  S.  Fuld  Jr.,  who  h  t:. 
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ig  at  Shearson  Lehman  Hutton  Inc. 
reasingly,  the  trading  business  has 
ne  international.  In  the  1980s, 
■ican  firms  spent  lavishly  to  expand 
ig  operations  in  Tokyo  and  London, 
tie  results  have  been  wildly  uneven. 
;k  C.  Maughan,  Salomon's  branch 
ger  in  Tokyo,  says  that  his  firm's 
gross  profits  in  Japan  were  "dou- 
ts  $214  million  in  1988.  And  in  total 
'  trading  in  Japan,  Salomon  has  im- 
d  from  29th  place  a  year  ago  to 
)lace  now. 

!  big  reason  for  Salomon's  success 
:yo  is  that  it's  the  biggest  program 

■  there.  The  Japanese  say  program 
g  helped  trigger  the  large  drop  in 
'okyo  market  early  this  year, 
're  going  nuts  because  they  can't 
phisticated  trading  like  we  can," 
ids  an  official  at  a  U.  S.  company, 
k  God  we  can  beat  them  at  some- 
'  Salomon  capitalized  on  the  fasci- 
with  the  Tokyo  market  by  under- 
5  put  and  call  warrants  for  U.  S. 
)rs  who  wanted  to  bet  on  the  Nik- 
lirection.  It  has  also  offered  call 
its  on  baskets  of  Italian,  Belgian, 
viss  stocks  trading  on  the  London 
Exchange. 

London  has  been  a  trouble  spot 
.ny  U.  S.  firms.  Tough  competition 
bond  markets  among  hordes  of 

■  5  from  all  over  the  world  has  led 
or-thin  differences  between  bid 
ked  prices,  making  it  difficult  for 
X)  make  money  for  their  own  ac- 
,  In  equities,  a  handful  of  British 
i  ontrol  60%  of  the  market.  Pruden- 
zhe  Securities  Inc.  in  May  cut 
:f  its  already  slim  British  market- 

operation.  U.S.  banks  are  cut- 
<ck,  too:  Citicorp  has  virtually  gut- 
si  British  broker,  and  Security 
Corp.  is  trying  to  negotiate  a 
3ment  buyout  for  its  British  bro- 
',i  )are  Govatt  Ltd. 

BET.  Trading  in  deal  stocks,  not 
gi  go  a  major  source  of  profits, 
i  I  ied  up  almost  completely.  This 
six  s  has  plunged  along  with  the  tail- 
I  takeovers  since  early  1989.  By 
t  j  Timer,  many  firms  had  taken  big 
iiti  is  in  UAL  Corp.,  then  a  hot  take- 
Jr  lay.  But  the  gamble  backfired 
loj  le  deal  unexpectedly  collapsed  on 
*    ,  bringing  some  fourth-quarter 
hits.  Arbitrageurs  say  the  UAL 
cost  the  Street  at  least  $600 

v 

ir:  relying  on  trading  for  big  prof- 
Sfi  IS  like  risky  business.  "We  know 
di:]  profits  will  shift  quarter  to  quar- 
,"|  .ys  Strauss.  Still,  trading  might 
a  i  fer  bet  than  counting  on  a  new 
rg  craze  to  boost  M&A  fees.  In  the 

I,  it's  what  Wall  Street  does  best. 

Jon  Friedynan  in  New  York,  mth 

A.  Melcher  in  London  and  Ted 

n  Tokyo 
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WHY  MORE  BANKS  MAY  START 
DOING  THE  RIGHT  THING 


Regulators  are  cracking  down  on  lenders  that  ignore  local  needs 


Two  years  ago,  Cecelia  White  was 
on  welfare  and  living  in  a  Cleve- 
land housing  project.  But  aided  by 
the  nonprofit  Cleveland  Housing  Net- 
work, the  35-year-old  White  was  able  to 
land  a  job  as  a  nursing  assistant  and 


HOW  BANKS  ARE  GRADED 

Here  are  the  definitions,  effective  July  1,  for 
rankings  that  measure  compliance  with  the 
Community  Reinvestment  Act: 

OUTSTANDING  A  record  of  meeting  commu- 
nity credit  needs.  Explicit  lending  guidelines 
are  actively  promoted  and  overseen  by  se- 
nior management  and  board  members.  Moni- 
toring methods  well-documented 

SATISFACTORY  A  supportive,  but  less  com- 
prehensive, program  of  determining  the  de- 
mand for  and  extending  loans  to  neighbor- 
hood borrowers 

NEED  TO  IMPROVE  Inadequate  program  of 
assessing  loan  demand  and  services  offered. 
Poor  record  of  loan  approval  in  low-income 
neighborhoods 

SUBSTANTIAL  NONCOMPLIANCE  Community 
needs  are  rarely,  if  ever,  considered  by  man- 
agement and  board.  No  viable  neighborhood 
lending  programs  and  little  contact  with  com- 
munity groups 

DATA:  FEDERAL  RNANCIAl  INSTITUTIONS  EXAMINATION  COUNQL 


WHITE:  "OUR  WHOLE  LIFE  HAS  CHANGED" 


move,  with  her  two  sons,  into  a  renovat- 
ed home.  White  pays  $225  a  month  in 
rent  to  the  network,  which  owns  the 
house  with  the  help  of  a  mortgage  from 
Ameritrust  Corp.  and  funds  provided  by 
private  investors  and  the  city  govern- 
ment. The  network  uses  part  of 
White's  payments  to  pay  off  the 
loan,  and  she  will  own  the  home  in 
13  years.  Says  White:  "Our  whole 
life  has  changed." 

White's  story  is  far  from  com- 
mon, however.  The  Community  Re- 
investment Act  of  1977  requires 
banks  to  make  loans  equitably  to 
the  communities  they  serve,  but  en- 
forcement has  been  lax.  Indeed,  the 
Washington  (D.  C.)  government  is- 
sued a  report  in  May  blasting  six 
suburban  banks.  City  officials 
charge  that  of  the  $955  million  in 
mortgages  written  in  the  District 
over  two  years,  only  6%  went  to 
low-income,  mostly  black,  areas. 

That  may  be  about  to  change.  For 
regulatory  exams  started  after  July 
1,  banks  and  savings  and  loans  will 
have  to  disclose  their  new  CRA  rat- 
ings (table).  Previously,  the  grades, 
which  are  assigned  by  examiners  to 
determine  compliance  with  the  law, 
have  been  kept  confidential.  Now, 
after  years  of  half-hearted  enforce- 
ment, regulators — prodded  by  Con- 
gress— are  getting  tougher. 
HARDER  LINE.  Lenders  are  scram- 
bling to  improve  their  records  be- 
cause they  know  poor  CRA  ratings 
could  have  devastating  effects. 
With  ratings  visible  for  all  to  see, 
bankers  fret  that  some  big  deposi- 
tors, such  as  city  and  state  govern- 
ments and  unions,  may  pull  money 
from  institutions  with  lousy  grades. 

Regulators  are  already  taking  a 
harder  line.  The  Federal  Reserve 
Board  held  up  First  Union  Corp.'s 
acquisition  of  Florida  National  Bank 
last  year  in  part  because  community 
groups  accused  the  Charlotte  (N.  C.) 
acquirer  of  a  poor  community  rec- 
ord. CRA  challenges  from  citizen 
groups  have  also  helped  delay  the 
merger  of  Atlanta's  Citizens  & 
Southern  Corp.  and  Sovran  Finan- 
cial Corp.  in  Norfolk,  Va. 

Bankers  are  hardly  warming  to 
the  new  CRA  regulations.  They  com- 
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plain  that  they  shouldn't  be  forced  to 
lose  money  through  social-engineering 
projects — especially  at  a  time  when 
many  banks  and  thrifts  are  trying  to 
cope  with  acres  of  bad  real  estate  loans. 
Moreover,  Fritz  Elmendorf,  executive  di- 
rector of  the  Consumer  Bankers  Assn. 
in  Washington,  says  his  members  worry 
that  CRA  standards  are  too  subjective. 
With  four  agencies  enforcing  the  law — 
the  Federal  Reserve  Board,  the  Federal 
Deposit  Insurance  Corp.,  the  Office  of 
the  Comptroller  of  the  Currency,  and  the 
Office  of  Thrift  Supervision — regulators 
may  not  grade  uniformly. 

There  are  no  hard-and-fast  rules  for 
applying  CRA  standards.  But  regulators 
have  told  banks  and  thrifts  that  they 
will  be  looking  beyond  lending  patterns. 
Charitable  contributions,  the  size  of 
checking-account  fees,  and  the  availabil- 
ity of  bilingual  officers  in  branches  lo- 
cated in  ethnic  areas  could  also  be  fac- 
tored into  the  ratings.  Even  a  director's 
membership  in  a  private  club  that  has  a 
history  of  discrimination  against  minor- 
ities may  affect  a  bank's  CRA  rating. 
LIP  SERVICE.  Social  activists  are  delight- 
ed with  the  new  regulatory  posture. 
They  say  many  banks  and  S&Ls  have 
paid  only  lip  service  to  CRA  requirements 
because  regulators  weren't  strict. 
"Bankers  don't  accept  the  notion  that 
they  lend  on  a  prejudicial  basis,  but  the 
bottom  line  is  that  not  enough  money  is 
being  provided  to  inner-city  neighbor- 
hoods," says  Representative  Joseph  P. 
Kennedy  II  (D-Mass.).  He  teamed  up 
with  House  Banking  Committee  Chair- 
man Henry  B.  Gonzalez  (D-Tex.)  to 
amend  last  summer's  thrift-bailout  law 
to  include  the  requirement  for  public  dis- 
closure of  CRA  ratings. 

Proponents  of  tougher  CRA  standards 
argue  that  banks  shouldn't  look  at  low- 
income  lending  as  a  losing  proposition. 
Wells  Fargo  Bank  says  it  has  yet  to 
record  a  default  on  $137  million  in  CRA 
housing  loans  since  1986.  In  March,  the 
San  Francisco  bank  announced  a  goal  of 
$1  billion  in  new  CRA  lending,  including 
small-business  loans,  through  1996.  And 
Cleveland's  Ameritrust  Development 
Bank,  a  unit  of  Ameritrust  that  deals 
exclusively  in  local  development  proj- 
ects, reported  1989  pretax  profits  of 
$800,000  on  assets  of  $65  million. 

Profits  on  CRA  lending  may  not  add  up 
to  a  gold  mine.  But  they  don't  look  bad 
when  compared  with  returns  on  Third 
World  loans  or  those  that  financed  some 
of  the  splashy  takeovers  of  the  Roaring 
Eighties,  either.  And  now  that  CRA  rat- 
ings will  be  public,  a  lot  of  banks  could 
have  a  lot  of  explaining  to  do. 

By  Chuck  Hawkins  in  Atlanta,  with 
Ztwhary  Schiller  in  Cleveland,  Catherine 
Yang  in  Washington,  and  bureau  reports 


MARKETS  &  INVESTMENTS! 
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NO  'BUCK  ROGERS  STUFF'  FO 
THIS  VENTURE  CAPITALIST 


Allied  Capital's  low-brow  businesses  have  a  way  of  paying  o 


So  you  think  your 
fledgling  company 
could  be  the  next  Ap- 
ple Computer,  but  you  need 
a  shot  of  venture  capital? 
Don't  call  Allied  Capital 
Corp.  While  most  companies 
that  finance  startups  try  to 
ride  the  high-tech  wave,  the 
Washington  (D.  C.)  venture- 
capital  firm  puts  its  money 
into  such  low-brow  business- 
es as  muffler  shops,  dis- 
count toy  stores,  and  auto- 
scrap  dealers.  "Some  people 
invest  in  junk  bonds,"  jokes 
Allied  Chairman  George  C. 
Williams.  "We  would  rather 
invest  in  junkyards." 

Allied's  record  shows 
there's  money  in  the  mun- 
dane. Its  Allied  Capital  fund, 
trading  over  the  counter  at 
18%,  is  one  of  the  few  ven- 
ture-capital funds  the  small 
investor  can  buy.  The  com- 
pany, with  assets  of  $112 
million,  generated  a  367^  av- 
erage annual  return  over 
the  past  decade  and  197  a 
year  over  its  30-year  history. 
"They  don't  do  a  lot  of  Buck 
Rogers  stuff,"  says  analyst 
Peter  C.  Keefe  of  Johnston, 
Lemon  &  Co.  "They  invest 
in  businesses  they  understand." 
LONG  LINE.  Now,  the  big  challenge  for 
Allied  management  is  putting  to  work 
the  $82.5  million  it  raised  last  fall  for  a 
second  public  fund.  Allied  Capital  II.  In- 
vestors have  high  expectations.  Shares 
in  the  fund,  selling  at  1772,  are  up  16.77^ 
since  the  offering,  although  only  $20  mil- 
lion of  the  fund  has  yet  been  deployed. 
Allied  management  says  it  could  take 
two  to  three  years  to  invest  all  the  mon- 
ey. The  line  of  applicants  is  long,  since 
banks  are  tightening  credit  and  tradi- 
tional venture-capital  firms  have  been 
cutting  back  for  the  past  three  years. 

Behind  Allied's  stellar  returns  lies  a 
down-to-earth  strategy.  The  firm  primar- 
ily makes  loans  to  companies  that  have 
progressed  beyond  infancy  but  are  not 
yet  ready  for  public  financing.  As  a  par- 
ticipant in  the  government's  Small  Busi- 


ness Investment  Co.  program, 
borrows  on  the  cheap,  now  about 
from  the  government  and  len, 
roughly  four  percentage  points  : 
prime,  or  147.  The  SBIC  prograj 
counts  for  roughly  half  of  Allied'i 
standing  loans. 

While  the  loans  produce  a 
stream  of  income — and  contribute  }\ 
lied's  fat  7%  dividend— the  corjii 
sweetens  its  returns  by  taking  sm^l 
uity  stakes  in  about  one-third  j 
deals.  But  Allied's  preference  forl^ 
financing  appeals  to  entrepreneur^, 
don't  want  to  give  up  the  equity,i». 
venture  capitalists  demand.  j 
Allied's  investments  also  extel 
small  leveraged  buyouts,  such  as  a 
cier  Allen  Barnes's  1988  buyout  ol,*. 
flex  Film  &  Converting  Inc.,  a  , 
(Miss.)  maker  of  plastic  film  wra'S 
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•s  used  largely  by  poultry  processors, 
ed  lent  $575,000  at  13%  and  took  back 
rants  that  could  convert  into  be- 
en 11%  and  17%  of  Polyflex  stock.  To 
)  the  venture,  Allied  also  deferred 
;cipal  payments  so  Polyflex  could  in- 
;  in  new  equipment.  Barnes  says  he 
rateful  for  "the  flexibility  of  Allied's 
structure." 

oncentrating  on  such  unglamorous 
s — and  in  such  remote  venues  as 
imit — also  has  helped  Allied  avoid 
bidding  wars  that  now  are  giving 
1  Street  indigestion.  "We  have  been 
!icing  companies  bought  at  three 
s  cash  flow,"  says  Allied  President 
id  J.  Gladstone,  48,  who,  like  the  64- 
-old  Williams,  grew  up  on  a  farm  in 
;mell,  Va.  "Anybody  that  pays  10  to 
mes  cash  flow  ought  to  have  their 

examined." 
I  (GROUND  CHECKS.  Allied's  trade- 
:  is  its  rigorous  research  into  those 

seek  its  seed  money.  Indeed,  the 
itaking  legwork  demanded  by  Wil- 
i,  a  former  FBI  agent  who  investi- 
i  Communist  activities  in  the  1950s, 
d  humble  many  banks.  Background 
cs  on  prospective  borrowers  include 

to  former  colleagues,  college  pro- 
rs,  and  high-school  classmates — 
nay  even  extend  to  hiring  a  psychol- 

or  private  eye. 

■site  inspections  are  equally  exhaus- 
Before  lending  to  a  West  Virginia 
ag-home  chain,  an  Allied  officer 
four  weeks  at  the  outfit's  head- 
;ers.  Allied  didn't  lend  money, 
h,  to  a  manufacturer  of  computer 
■rs  despite  the  CEO's  boasts  about 
reliability.  Unbeknownst  to  the  ex- 
e.  Allied  officials  had  learned  from 
e  records  that  printers  were  being 
led  at  a  high  rate.  The  thorough- 
jays  off:  Allied's  long-term  default 
s  less  than  1%  of  assets.  During 
ition's  debt  buildup  of  the  1980s, 
ifault  rate  ranged  from  a  low  of 
.  ^  in  1983  to  1.3%  in  1987. 
M  ed's  future  may  depend  on  forces 
N 't  control  as  easily  as  its  invest- 
M  strategy:  the  whims  of  Congress. 
I  rt  on  Capitol  Hill  is  eroding  for  the 
S  It-plagued  SBIC  program  (BW — 
4).  Any  cutback  in  the  SBIC  pro- 
ta  could  raise  Allied's  cost  of  funds, 
iffi  ■  its  ability  to  leverage,  and  thus 
»^  >  lower  returns.  Allied  isn't  as  vul- 
^  e  as  other  SBlCs  to  a  loss  of  gov- 
w  nt  financing,  however.  Allied  can 
IW;  ;  tap  credit  lines  it  has  secured 
W  everal  insurance  companies.  And 
*|  ity  to  launch  a  second  fund  just  a 
ifter  last  October's  stock-market 
shows  the  high  regard  in  which 
is  held.  As  long  as  the  company 
ep  up  its  track  record,  it  should 
ttle  trouble  finding  investors  ea- 
bet  on  the  next  junkyard  king. 
By  Dean  Foust  in  Washington 


After  all,  a  man  doesn't  score  an  eagle  every  day. 

Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worthi. 

So  is  a  Macanudo. 

In  an  age  whien  speed  is  all  too  often  the  order  of  the  day,  the 
men  of  Macanudo  still  take  more  than  two  years  to  turn  the  finest 
tobaccos  in  the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way 
the  first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this 
is  the  cigar  with  the  sweet  smell  of  success. 

This  Father's  Day,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you.  And  let  any  moment 
worth  savoring  linger  in  your  mind  with  all  the  taste  and  aroma 
of  a  Macanudo. 


MACANUDQ 

The  Ultimate  Cigar 
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BY  GENE  G.  MARCIAL 


A  MONEY-IASING 
ENERGY  PLAY  THAT'S 
WINNING  FANS 


For  the  past  three  years,  McDer- 
mott  International  has  been 
awash  in  red  ink,  and  for  the  year 
that  ended  Mar.  31,  the  worldwide  en- 
ergy-services company  posted  an  oper- 
ating loss  of  $2.68  a  share.  Yet  the 
stock  has  leaped  to  31  from  22  in  Feb- 
ruary, and  big  investors  are  buying. 

What  gives?  "McDermott  is  the 
standout  play  in  energy  services  to- 
day," says  money  manager  Jim  Mar- 
quez  of  Steinhardt  Partners.  Marquez 
believes  the  company  is  finally  headed 
toward  profitability — and  could  be  in 
the  black  in  the  next  12  months. 

McDermott's  huge  oil-services  unit, 
which  builds  offshore  platform  struc- 
tures for  oil-and-gas  producers,  had 
been  in  a  severe  slump.  Recently,  how- 
ever, the  company's  marine-construc- 
tion business  has  shown  signs  of  a  sur- 
prisingly strong  turnaround.  Marquez 
notes  that  its  order  backlog,  which  had 
sunk  to  about  $300  million  two  years 
ago,  has  expanded  sharply — to  more 
than  $1  billion. 

Warren  Greene,  president  of  Ameri- 
can Investors  in  Greenwich,  Conn.,  fig- 
ures the  backlog  should  provide  much 
of  the  company's  earnings  by  fiscal 
1992,  when  he  expects  McDermott  to 
earn  $2.50  a  share.  The  company  may 
suffer  a  modest  loss  in  fiscal  1991,  but 
Greene  expects  earnings  and  cash  flow 
to  start  climbing  nimbly  in  1992. 

Greene  further  notes  that  business 
at  McDermott's  already  profitable  Bab- 
cock  &  Wilcox  subsidiary,  which  pro- 
duces and  services  nuclear-  and  fossil- 
fuel  steam-generating  systems  for 
electric  utilities,  should  continue  to  ex- 
pand. He  says  the  prospects  for  sus- 
tained growth  of  the  power-generation 
unit  have  been  improving. 
SOVIET  TALKS.  McDermott  has  become 
one  of  the  most  "undervalued  energy 
companies  around,"  insists  Greene, 
who  expects  the  stock  to  double  over 
the  next  12  months.  He  estimates  that 
I  its  Babcock  unit  alone,  which  McDer- 
mott acquired  in  1987  and  which  now 
I  accounts  for  75%'  of  revenues,  is  worth 
i  about  $25  a  share. 
I      In  addition  to  power-generating  sys- 
j  terns,  Babcock  makes  environmental- 
i  control  systems  that  are  in  demand  be- 
cause  of  stricter  antipollution  laws  in 
;  most  states.  "This  side  of  the  business. 
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PUSHING  HIGHER 


STOCK  PRICE 


Q    I    I    I    I    I    I    I    I    1  I 

DEC.  18, 1989 
▲  DOLU^RS 


I  I  I  I  I  f  I  I  I  I  I  I  I  I 
JUNE  5,1990 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


which  caters  to  easing  the  environmen- 
tal troubles  of  utilities,  is  fast  becom- 
ing a  gold  mine,"  says  Greene. 

McDermott  is  trying  to  expand  its 
overseas  operations,  which  currently 
account  for  30%  of  revenues.  Greene 
says  the  company  is  determined  to  par- 
ticipate in  petrochemical  projects  in  the 
Soviet  Union.  A  McDermott  spokesman 
says  talks  with  Soviet  officials  are 
continuing. 

An  added  allure  is  recent  speculation 
that  the  major  oil-service  companies 
see  McDermott  as  a  takeover  target. 
One  rumored  acquirer:  Schlumberger. 


WHO'S  AFTER 
BAT  NOW? 


Trading  in  BAT  Industries  has  been 
quiet  of  late  despite  the  recent 
record-shattering  stock  market 
advance.  But  that,  say  several  Street 
pros,  may  be  just  a  lull  before  the 
stock  takes  off  again. 

In  April,  Sir  James  Goldsmith's  Hoy- 
lake  Investments  dropped  its  bid  to  ac- 
quire BAT.  Many  pros  wondered  what 
Hoylake  would  do  with  its  19  million 
shares — a  1.25%  stake.  Would  the 
shares  go  to  another  raider? 

On  May  24,  Goldsmith  provided  part 
of  the  answer.  He  sold  some  9.5  million 
shares,  roughly  half  of  his  group's 
holdings,  in  London.  In  New  York  that 
day,  trading  in  American  Depositary 
Receipts  (ADRs)  of  bat  stock  erupted, 
with  about  6.1  million  ADRs  changing 
hands.  The  price  rose  from  11  to  12. 

Who  was  buying  in  London  and  New 
York?  Some  American  traders  contend 
that  one  big  buyer  was  Hanson,  a  cash- 
rich  British  conglomerate  that  has 


been  very  active  in  the  takeover  gae, 
Hanson,  which  has  averaged  Tri« 
than  one  acquisition  a  year  for  the  \r 
25  years,  has  grown  from  an  ohsr 
fertilizer  maker  into  the  fifth-iari 
British  company  in  market  capita 
tion.  Its  more  recent  acquisitions 
elude  Imperial  Tobacco,  SCM  Chemi 
and  Walter  Kidde. 

What  would  be  Hanson's  motiv 
gobbling  up  the  BAT  shares?  Wi 
cash  stash  of  as  much  as  $10.5  bill 
Hanson  could  make  a  bid  with  a 
cash  component,  says  a  New  York 
vestment  banker.  He  recalls  that  G 
smith's  bid  was  a  hostile,  all-paper, 
cash  deal.  Hanson,  on  the  other  hi 
could  come  up  with  a  friendly,  no 
per,  all-cash  offer,  he  says.  Hanson 
BAT  declined  comment. 
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THIS  COIOR  PRINTeI  R 
SPEAKS  JAPANESE  \U 


When  technology  stocks 
up  sharply  during  the  i| 
ket's  recent  advance,  QM 
little-known  but  major  maker  of  p 
ucts  that  enhance  the  capabilities 
computer  printers,  pulled  ahead 
them.  Traded  on  the  Big  Board, 
shot  up  to  $18  a  share  from  $13  in 
a  month.  And  one  investor  prec 
that  the  stock  will  sell  in  the  mid 
later  this  year. 

But  there's  more  to  QMS's  high  j' 
than  the  rally  in  high  techs.  The  ex 
ment  is  over  QMS's  recent  introduc 
in  Japan  of  a  color  printer  that  puni 
out  Kanji,  or  Japanese  charact 
Black-and-white  Kanji  printers 
been  around  for  a  while,  but  for  d 
ments  that  require  color  graphics, 
glish  has  been  the  only  game  in  U 
President  and  CEO  Jim  Busby 
plains  that  Japanese  giant  Mitsui 
makes  the  engine  for  the  Kanji  ( 
printer,  while  QMS  designs  and  d 
ops  the  circuit  board,  electronics, 
software.  Marubeni,  a  big  Japa 
trading  company,  markets  the  prii 
says  Busby. 

The  Kanji  printer  alone  could 
tribute  15$  a  share  to  QMS's  1991  ( 
ings  and  25$  to  1992  net.  Even  wit 
the  Kanji,  QM.S  is  already  posijjg, 
strong  results.  In  the  second  qua 
which  ended  on  Mar.  31,  earr 
jumped  to  33$  a  share,  from  14$  a 
ago.  Based  on  the  strong  quarts: 
suits  and  the  Kanji's  huge  order  I 
log,  some  analysts  have  raised 
1990  estimates  from  $1.25  to  $: 
share,  with  1991  projections  rejigg 
from  $1.55  to  $1.60  a  share. 
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JUST  BECAUSE 
YOU  HAVE  A  lOr  OF 
NFFERENT  COMPUTERS, 
DOESN'T  MEAN 
YOU  NEED  A  lOT  OF 
DIFFERENT  PRINTERS. 


^  If  s  bad  enough,  mixing  Macintosh;  IBM'  PC, 
Vf  X'  and  mainframes  in  the  same  company.  At  least 
v(  should  be  able  to  standardize  on  one  laser  printer. 
With  PostScript'  software  from  Adobe;  you  can. 
As  long  as  it's  an  Adobe  PostScript  printer,  it's 
f  patible  with  all  those  different  computers.  Because 
Jii  thing  those  machines  all  have  in  com- 

is  genuine  PostScript  software 
H  Adobe. 

What's  more,  every  type  of  soft- 
application — from  word  processing 
sktop  publishing  to  spreadsheets — 
"ai  lutput  to  a  PostScript  printer. 


0. 


So  when  it  comes  to  compatibility,  PostScript 
printers  are  unsurpassed. 

And  now  that  every  major  printer  manufacturer 
offers  a  line  of  Adobe  PostScript  printers,  getting  the 
right  features,  service  and  price  is  simple,  too.  Since 
PostScript  printers  are  easy  to  use,  fast  and  produce 
great-looking  output,  you  won't  find  a  safer  buy. 

PostScript  software  from  Adobe.  A  beautifully 
simple  printer  solution. 

For  more  information  and  a  complete  list  of 
PostScript  output  devices,  call 
Adobe  Systems  at  1-800-952-6300, 
Department  173. 


5STSCRIPT*  Adobe,  the  Adobe  logo.  PostScript  and  ttie  PostScript  logo  are  trademarks  of  Adobe  Systems  Incorporated,  registered  in  thie  U  S  A  Macintosh  is  a  registered  trademark  of  Apple  Computer.  Inc  IBM  is  a 
re  From  Adobe     registered  trademark  of  International  Business  Machines  Corporation  UNIX  is  a  registered  trademark  of  AT&T  Information  Systems     1990  Adobe  Systems  Incorporated  All  rights  reserved 
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HELPING  THE  WHEEICHAIR-BOUND 
TO  GET  THE  HEART  PUMPING 


For  decades,  engineers 
have  pursued  a  less 
cumbersome  wheelchair. 
Now,  researchers  at  the 
State  University  of  New 
York  at  Buffalo  have  a 
new  goal:  a  "healthy 
wheelchair"  that  adds 
exercise  to  the  equation. 

In  this  chair,  devel- 
oped by  Associate  Pro- 
fessor of  anatomical  sci- 
ences Frank  C.  Mendel, 
feet  are  strapped  into 
foot  glides,  which  slide 
back  and  forth  when  the  hand  cranks  that  power  the  wheel- 
chair are  turned.  Computer-controlled  stimulators  in  the  chair 
activate  electrodes  placed  on  the  thighs  and  calves,  causing 
the  leg  muscles  to  extend  and  the  knees  to  flex.  A  physician  or 
physical  therapist  must  program  the  stimulation  rate  for  the 
chair,  available  only  by  prescription.  According  to  Mendel,  the 
chair  strengthens  leg  muscles  and  allows  blood  that's  normally 
pooled  in  the  lower  legs  to  move  upstream,  reducing  swelling 
and  lowering  the  risk  of  pressure  sores.  Operating  it  involves 
aerobic  exercise,  good  for  the  heart  and  lungs.  A  prototype 
wheelchair  is  already  available,  and  Mendel  says  a  private 
company  could  start  commercial  production  by  July,  1991. 


THIS  VACCINE  COULD  ARM 
T-CELLS  AGAINST  AIDS 


The  AIDS  virus  is  a  crafty  killer,  mutating  into  new  forms 
faster  than  the  body's  ability  to  fight.  That's  why  scien- 
tists originally  thought  that  a  vaccine  for  the  disease  was  only 
a  distant  hope.  But  in  the  past  few  years,  experiments  with 
chimpanzees  have  shown  that  the  approach  has  promise.  Now, 
from  Johns  Hopkins  University,  comes  startling  evidence  that 
vaccines  may  stimulate  human  immune  systems  to  kill  cells 
infected  with  the  AIDS  virus. 

In  an  experiment  reported  in  the  June  8  issue  of  Science, 
Robert  F.  Siliciano  and  co-workers  gave  healthy  human  volun- 
teers four  shots  of  a  vaccine  made  by  Connecticut's  Micro- 
GeneSys  Inc.  The  vaccine  triggered  the  formation  of  antibod- 
ies against  the  AIDS  virus,  as  expected.  But  what  was  surpris- 
ing was  that  it  also  "armed"  so-called  killer  T-cells,  which 
when  removed  from  the  subjects  were  able  to  destroy  aids- 
infected  cells  in  a  cell  culture.  The  next  step:  following  a  group 
of  inoculated  people  to  see  if  the  vaccine  protects  them. 


i  SYSTEM  THAT  PLAYS 
iiiCKS  ON  YOUR  BRAIN 


of  . 
a 

ha, 
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a  new  version  of  Be7i  Hur,  the  hero's  chariot  practically 
aps  off  the  TV  screen.  And  when  Charlton  Heston's  Moses 
;  the  Red  Sea,  it  looks  miles  wide.  The  secret:  a  new  type 
'■ee-dimensional  television  called  Deep  Vision  developed  by 
".!Vig  London  inventor.  Instead  of  employing  high-tech 
jv>-ire  or  silly  glasses,  the  Deep  Vision  system  fools  the 
into  seeing  a  visual  illusion.  How?  As  inventor  James  A. 
'\  explains,  the  human  retina  normally  sees  only  a  two- 


dimensional  image.  It's  the  brain  that  turns  it  into 

To  achieve  the  illusion,  Ashbey  says  that  he  digiti??^ 
videotape,  then  uses  a  computer  to  add  proprietary  visual  u 
to  each  frame.  When  slightly  different  versions  are  ben^ 
toward  each  eye  on  playback,  the  brain  is  tricked  into  "sen 
3-D  images.  The  process  is  nearly  instantaneous,  Ashbey  \ 
so  it  could  even  work  for  live  events.  Beyond  modifying 
with  Deep  Vision's  special  computer,  the  technology  coi 
used  for  medical  imaging  and  flight  simulators.  Ashbey 
to  license  the  system  to  a  major  electronics  company 
And  he  has  some  big  backing:  RCA/Columbia  Pictures 
Video  and  Britain's  Brent  Walker  Group  PLC  confirm 
have  invested  more  than  $800,000  in  Deep  Vision. 


A  GLITCH-BUSTER 
FOR  CHIPMAKERS? 


anufacturers  call  it  closing  the  loop:  catching  dsj 
[flaws  before  they  foul  production  runs.  But  for  ser 
ductor  manufacturers,  today's  production  equipment  is 
to  provide  on-the-fly  analysis  of  what's  going  wrong.  So| 
makers  are  often  forced  to  use  information  gleaned  fror 
experience  to  set  their  production  runs.  And  with  a  ne^v 
design,  up  to  65%  of  the  run  can  be  faulty. 

Soon  there  could  be  a  way  around  this  dilemma.  Sof| 
that  automatically  collects,  translates,  and  analyzes  chij 
duction  information  is  being  developed  jointly  by  BBN  Sofj 
Products,  Digital  Equipment,  and  Harris. 

Harris  Corp.  says  an  early  version  of  the  package  imp 
its  production  yields  as  much  as  50%.  But  before  the  sofp 
is  widely  applied,  developers  need  a  standardized  manufi 
ing  model  to  base  it  on.  That  means  persuading  normally  [ 
lipped  companies  to  share  their  production  methods.  S| 
just  five  have  agreed.  Backers  say  that  should  be  enoi 
produce  an  updated  version  of  the  software  to  submij 
summer  to  Sematech,  the  Texas-based  chipmaking  inq 
consortium.  If  so,  testing  should  begin  later  this  year. 


WHEN  MORNING  BREATH  IS 
TOO  FUNKY  FOR  WORDS 


low  much  would  you 
Ipay  to  awaken  free 
of  "morning  mouth"? 
The  Inteligis  Group,  a 
"lifestyle-enhancement 
products"  company  in 
Danville,  Calif.,  thinks 
$30  for  200  time-release 
breath  mints  is  about 
right.  Called  IntiMint, 
each  one  keeps  breath 
fresh  for  about  two 
hours  when  lodged  be- 
tween your  cheek  and 
gum.  And  because  peo- 
ple salivate  less  while  they  sleep,  the  sugar-free  mint  dis: 
more  slowly  at  night,  keeping  breath  fresh  until  mornip 
Each  IntiMint  is  composed  of  cellulose  cells  containinjP 
extract  that  is  released  when  saliva  dissolves  the  tablej 
company  says  that  it  could  make  a  36-hour  breath  pi 
early  studies  show  that  people  don't  like  the  idea  of  kid 
tablets  in  their  mouths  that  long.  The  breath  fresheil 
aimed  at  executives,  nervous  daters,  and  chronic  halitos!^ 
ferers.  Inteligis  insists  that  because  IntiMints  last  longe^ 
conventional  breath  fresheners,  they  are  cheaper  by  thet^ 
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JTTING  THE  HEART  OUT  OF 
IROPEAN  BIOTECH? 


!cutives  fear  that  EC  rules  amount  to  'a  moratorium  in  disguise' 


I  n  announcement  last  March  by 
^British  regulators  should  have 
m  been  good  news  for  biotech  com- 
!S  the  world  over.  For  the  first  time 
'here,  a  food  product  that  contains  a 
tically  manipulated  live  organism 
approved  for  sale.  Holland-based 
Brocades  had  spliced  two  genes 
one  strain  of  oaker's  yeast  into 
ler,  creating  a  combo  that  makes 
I  rise  faster.  Despite  public  fears  in 
oe  and  the  U.  S.  about  the  safety  of 
laced  with  foreign  genes,  the  yeast 


uct  approvals  from  all  12  European 
Community  countries  at  once,  rather 
than  the  current  and  costly  one-by-one 
approach. 

But  many  biotech  executives  fear  the 
worst:  On  top  of  onerous  permit  require- 
ments and  special  assessments  of  risk, 
any  country  could  stall  approval  of  a 
product  for  the  entire  continent  by  trig- 
gering possibly  interminable  reviews  at 
the  EC.  That  would  set  back  European 
biotech  companies,  which  are  already 
considered  at  least  three  years  behind 


rry  no  special  label  when  it  goes 
market  later  this  year, 
ay  not  be  that  easy  from  now  on 
mpanies,  many  of  them  U.  S.- 
that  want  to  sell  genetically  modi- 
*  oducts  in  Europe.  In  its  quest  to 
:i  single  market  by  1992,  the  Eu- 
( 'ommission  in  late  April  passed 
t's  that  will  regulate  the  re- 
and  marketing  of  certain  gene- 
products.  Each  country  has  until 
',  1991,  to  implement  laws  reflect- 
Kuidelines.  And  a  lot  depends  on 
ose  are  written.  If  they  stream- 
'  review  process,  manufacturers 
n  effect  be  able  to  get  new-prod- 


the  U.  S.  and  Japan.  It  could  also  hurt 
U.  S.  companies  that  aim  to  sell  in  Eu- 
rope. The  new  rules  amount  to  a  "mora- 
torium in  disguise,"  declares  Kenneth  M. 
Baker,  director  of  biotechnology  science 
and  policy  at  Monsanto  Europe.  He  and 
others  worry  that  the  guidelines,  which 
have  yet  to  be  ironed  out,  also  may  re- 
quire manufacturers  to  reveal  competi- 
tive information. 

'CONTAMINATE.'  The  rules  also  open  up 
the  possibility  of  submitting  field  trials 
and  some  lab  research  to  sometimes 
emotional  public  comment.  That  could 
stall  biotech  commercialization  in  other 
countries  the  way  it  has  been  stalled  in 


West  Germany,  where  the  environmen- 
tally active  Green  Party  has  used 
lengthy  public  hearings  to  delay  approv- 
al of  production  facilities.  In  response, 
companies  such  as  Bayer  and  BASF  have 
sent  production  and  some  important  R&D 
units  to  the  U.  S.  Now,  similar  opposition 
"could  contaminate  the  rest  of  Europe" 
and  drive  away  local  investment,  says 
Guido  Boeken,  public  affairs  director  at 
Belgium's  Plant  Genetic  Systems. 

Ironically,  Germany  has  passed  a  law 
that  virtually  bans  public  hearings  for 
proposed  bioengineering  facilities.  But 
the  Greens'  strength  is  growing  around 
Europe,  including  France  and  Britain, 
and  they  likely  will  press  legislators  who 
are  writing  the  new  biotech  guidelines 
into  law.  Indeed,  critics  roasted  British 
officials  last  spring  for  not  inviting  pub- 
lic debate  before  approving  Gist-Bro- 
cades' yeast. 

Of  the  two  guidelines,  the  most  con- 


WHAT  THE 
HEW  RULES  REQUIRE 

For  genetically  modified  organisms  to 
be  included  in  commercial  products: 

►  Research  or  field  trials  must  be  ap- 
proved by  a  country's  regulators  and  is 
subject  to  comment  from  other  EC 
countries 

►  Marketing  a  product  must  be  ap- 
proved by  one  EC  country,  pending  ap- 
proval of  the  other  1 1  within  six  months. 
Any  objections  are  to  be  resolved  by  an 
EC  envii-onmental  committee 

For  biotech  research  or  production 
using  genetically  modified  organisms: 

►  National  regulators  must  be  notified 
to  varying  degrees,  depending  on  the 
project  and  the  hazard  level  of  sub- 
stances. Potentially  competitive  infor- 
mation may  be  required  and  approval 
can  be  subject  to  public  hearings.  The 
toughest  requirements  are  on  industrial 
production  using  infectious  organisms 


troversial  focuses  on  products  contain- 
ing live,  genetically  manipulated  organ- 
isms (GMOs)  intended  for  release  into  the 
environment.  These  include  everything 
from  Monsanto's  disease-resistant 
strains  of  tomatoes  to  rabies  vaccines 
currently  being  tested  by  France's 
Rhone  Merieux.  A  handful  of  such  prod- 
ucts are  already  on  the  market.  But  tri- 
als on  200  more  have  been  launched 
worldwide  in  the  past  few  years. 

The  fear  over  GMOs  is  that  modified 
bacteria  and  plants  could  interact  in  un- 
anticipated ways  in  nature.  A  bacteria 
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with  a  new  pesticide  gene,  for  example, 
might  affect  a  wide  range  of  species — or 
even  pass  on  the  gene — thus  throwing 
the  ecological  balance  out  of  whack.  So 
far,  most  concerns  have  not  been  borne 
out,  and  companies  are  having  little 
trouble  getting  approval  for  field  trials 
in  the  U.  S. 

But  in  Europe,  the  approval  process 
could  turn  into  a  marathon.  If  any  EC 
country  objects  to  marketing  a  GMO 
product,  the  conflict  will  have  to  be  set- 
tled by  an  environmental  committee  of 
the  EC.  That's  in  addition  to  product 
safety  reviews  conducted  by  other  Ei 
and  national  regulators. 

This  separate  review  doubles  the 
chances  that  an  application  will  be 
turned  down,  argues  Jean  E.  Lunel,  sci- 
entific adviser  at  French  drug-and-chem- 
ical  giant  Rhone-Poulenc.  It  also  makes 
the  process  more  expensive  for  compa- 
nies. According  to  Monsanto's  Baker, 
just  the  cost  of  preparing  the  extra  ap- 
plication could  raise  registration  ex- 
penses for  the  typical  bioengineered 
agrichemical  product  by  107(,  to  nearly 
$14  million. 

NO  STRAWBERRY  ICE.  There  may  be  a 
blessing  in  all  this,  however,  if  the  spe- 
cial scrutiny  insulates  manufacturers 
from  the  backlash  of  public  fear.  In 
1986,  public  pressure  caused  postpone- 
ment of  a  field  trial  in  California  of  Ad- 
vanced Genetic  Sciences  Inc.'s  bacteria 
that  prevent  frost  from  forming  on 
strawberry  plants.  Fearful  of  similar  op- 
position, Monsanto  still  hasn't  tested 
bacteria  that  have  been  given  a  gene  to 
produce  a  natural  pesticide. 

In  the  U.  S.,  companies  now  realize 
the  inevitability  of  special  biotech  rules: 
"The  bottom  line  is  that  the  public  has 
concerns,  and  industry  now  has  to  ad- 
dress them,"  says  Pamela  J.  Bridgen, 
executive  director  of  the  Association  of 
Biotechnology  Companies.  Last  April, 
Wisconsin  and  Minnesota  passed  tempo- 
rary bans  on  the  use  of  a  genetically 
engineered  hormone  that  boosts  milk 
production  in  cows.  North  Carolina  re- 
cently required  companies  to  submit 
data  from  GMO  field  trials  to  state  as 
well  as  federal  agencies.  And  an  aide  to 
Representative  Robert  A.  Roe  (D-N.J.) 
is  readying  a  federal  law  like  the  EC's  to 
fill  in  gaps  in  federal  rules  and  preempt 
the  growing  patchwork  of  state  laws. 

The  pressure  will  only  intensify,  espe- 
cially as  gene-altered  organisms  find 
their  way  into  food.  Being  open  with 
details  of  experiments  "is  a  necessary 
prerequi.^ile  for  public  acceptance  of  a 
new  technoiogy,"  says  Carlo  Ripa  di 
Meana,  EC  commissioner  for  the  environ- 
ment. Indeed,  the  biotech  industry  might 
be  i)etter  of.'  enduring  the  probing  of 
regulators  than  that  of  a  nervous  public. 

By  Jonathan  B.  Lemne  in  Paris,  with 
John  Carey  in  Washington 


THE  NEXT  FRONTIER 
IS  THE  TEXT  FRONTIER 


New  programs  help  get  the  gold  out  of  mountains  of  words 


Like  most  law  offices,  Xerox  Corp.'s 
legal  department  in  the  mid-1980s 
found  itself  awash  in  documents. 
Its  word  processing  equipment  was  only 
making  matters  worse,  churning  out 
briefs,  memos,  patent  filings,  and 
letters  in  record  numbers.  Copies  of 
all  those  documents — now  totaling 
300,000  and  growing  by  120,000  a  year- 
were  dutifully  filed  away  on  computer 
disks,  but  that  really  didn't  help.  How, 
for  instance,  could  a  lawyer  locate  rele- 
vant information  buried  in  documents 
created  years  before?  Who  could  possi- 
bly grasp  the  contents  of  so  much  ver- 
biage well  enough  to  cross-index  it  all 
successfully? 

Take  the  problem  of  Xerox's  150-em- 
ployee  legal  department  and  multiply  it 
by  several  million,  and  you  have  an  in- 
kling of  what  big  business  is  up  against. 
Textual  material — letters,  field  reports, 
wire-service  stories, 
memos,  electronic-mail 
messages,  faxes — pours 
into  corporations  each 
day  from  dozens  of 
sources.  But  swirling  in 
that  flood  are  nuggets  of 
information  that  may 
provide  a  company  with  a 
competitive  edge,  if  only 
they  can  be  found  quickly 
and  correlated. 
Panning  for  those  data 
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nuggets  amid  a  rush  of  unorgj 
electronic  text  is  the  next  big  chal 
for  computer  software  developers, 
than  a  dozen  companies,  including 
Digital  Equipment  Corp.,  and  S( 
startups,  are  plugging  away  at  it, 
Computers  have  no  trouble  proof 
data  that  fit  naturally  into  lists  of 
tured  records — inventory  updates, 
stance.  Each  piece  of  data  can  be  s 
with  an  index,  making  it  easy  to  fiii 
to  relate  it  to  other  data.  That's  \ 
data-base  management  progran 
quickly  add  up  the  inventory  of 
widgets  held  in  50  different  stores! 
BRUTE  FORCE.  Text  is  another  iii 
It's  generally  just  a  long,  unini 
string  of  words  whose  sentencesl 
paragraphs  convey  ideas  in  ways 
remain  mysterious  even  to  experts, 
now,  computers  can  do  little  more 
scan  individual  words,  albeit  at  bli 
speed.  But  such  li 
force  searches  ofteijl 
up  irrelevant  docu:S 
and  miss  important! 
Finding  precisely  '1 
you're  looking  fori 
mass  of  unorgaji 
text — nothing  more,< 
ing  less — is  "a  pr*l 
of  nearly  intractabki* 
plexity,"  notes  CIS 
pher  Locke,  direct! 
industrial  relatioi; 


INFORMATION  PROl! 


VHERE 


ever  yearlings  race  the  wind,  yearly 


ictions  raise  excitement.  Now,  sometimes. 


PEOPLE 


are 


on  the  road  when  the  horse  they  want  is  on  the 


)ck  Fortunately  Centel,  with  telephone  and  cellular  commu- 


:ations  systems,  helps  them  CONNECT  with  where  they 


going  before  what  they're  going  after  is 


gone. 


CENTEL 


TELEPHONE  •  CELLULAR  COMMUNICATIONS 

For  more  information,  write  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 


nformation  Processin 


Carnegie  Mellon  University's  Robotics 
Institute. 

Still,  text  retrieval  is  a  $98  million 
business  that,  according  to  market  re- 
searcher International  Data  Corp.,  will 
grow  to  $261  million  by  1993.  And  it's 
the  focus  of  intense  research,  because 
solving  the  text  problem  will  be  a  big 
step  toward  computers  that  understand 
human  speech  and,  in  time,  information 
systems  that  are  vastly  more  accessible. 
"Text  is  the  next  great  frontier  of  infor- 
mation processing,"  says  Cliff  Con- 


neighton,  who  tracks  the  office  automa- 
tion market  at  Gartner  Group  in 
Stamford,  Conn. 

Much  of  the  technology  has  its  origins 
in  research  originally  funded  by  the  Cen- 
tral Intelligence  Agency  and  the  mili- 
tary. They  needed  a  way  to  pore  over 
the  millions  of  words  collected  from 
spies,  intercepted  messages,  foreign 
broadcasts,  and  publications.  Verity  Inc., 
in  Mountain  View,  Calif.,  for  example, 
developed  its  Topic  software  from  such 
work.  GESCAN  International  Inc.,  a  spin- 


HYPERTEXT:  A  WORLD  OF  INFORMATION 
IN  THE  BLINK  OF  AN  EYE 


Imagine  browsing  through  an  ency- 
clopedia and  catching  the  entry  on 
Nikola  Tesla,  electrical  genius.  He 
invented  radio,  but  Guglielmo  Marconi 
got  the  credit— and  a  Nobel  prize.  Curi- 
ous, you  point  to  "Marconi"  and  there, 
in  the  blink  of  an  eye,  his  entry  pops 
up.  His  transmitter  was  on  Cape  Cod, 
so  you  point  to  that  name  and  you're 
instantly  reading  about  the  region. 

Magic?  Future  giz- 
mo? No,  it's  hy]Der- 
text — and  it's  here.  A 
variation  probably  is 
playing  in  a  computer 
near  you.  Hypertexts 
promise  to  revolution- 
ize all  sorts  of  techni- 
cal manuals,  teaching 
materials,  industrial 
catalogs,  and,  experts 
say,  most  things 
books  have  tradition- 
ally been  used  for, 
like  stories.  Most  im- 
portant, it  helps  peo- 
ple get  through  thick- 
ets of  difficult  data. 
BRAIN  GAME.  As  the 
word  implies,  hyper- 
text goes  way  beyond 
standard  text.  Unlike 
a  book,  organized  as  a 
linear  sequence  of 
pages,  a  hypertext  is 
a  Cfjilection  of  items 
joined  in  a  computer  by  a  mesh  of  asso- 
ciative links.  By  choosing  one  of  those 
preprogrammed  links,  readers  can 
move  quickly  from  topic  to  topic,  or 
page  to  page,  following  their  interests. 

Not  surprisingly,  the  biggest  fans  of 
h^^x^rlext  are  ii)  the  computer  industry 
itself.  Microsoft  Corp.,  for  instance, 
packages  its  Quick  series  of  program- 
ming languages  with  hypertext  "help" 
screens.  Just  point  with  a  mouse  to  a 


term  you  don't  understand,  push  the 
right  button,  and  detailed  technical  in- 
formation pops  up  in  a  flash.  Apple 
Computer  Inc.  has  created  an  entire 
subindustry  with  its  HyperCard  soft- 
ware: Customers  can  create  linked 
"stacks"  of  information  complete  with 
sound,  graphics,  and  cartoon  anima- 
tions. Activision  Inc.  in  Menlo  Park, 
Calif.,  used  HyperCard  to  create  Man- 
hole and  Cosmic 
Osmo,  two  lively  car- 
toon worlds  for  chil- 
dren. And  Autodesk 
Inc.  in  Sausalito, 
Calif.,  is  commercializ- 
ing Xanadu,  a  hyper- 
text program  that 
was  inspired  by  Theo- 
dor  Nelson,  who 
coined  "hypertext"  in 
1965  and  later  de- 
scribed it  in  an  influ- 
ential book  Computer 
Lib-Dream  Machines. 

The  trouble  with 
hypertext  is  that  no 
one  is  quite  sure  how 
to  use  it  or  read  it. 
It's  hardly  as  intuitive 
as  a  regular  book. 
And  creating  hyper- 
texts for  existing 
books  is  difficult:  Who 
can  say  which  of  the 
millions  of  possible 
links  in  a  text  will  appeal  to  the  widest 
range  of  readers?  Still,  Folio  Corp.  in 
Provo,  Utah,  says  it  has  shipped  three 
million  copies  of  its  Views  software, 
which  transforms  legal  statutes,  tax 
codes,  and  technical  reference  materi- 
als into  hypertexts.  Says  Curt  D.  Allen, 
inventor  of  Views:  "Hypertext  will  rad- 
ically change  the  way  people  communi- 
cate." Let  the  revolution  begin. 

By  John  W.  Verity  in  New  Yor/i 


off  of  General  Electric  Co.,  built 
retrieval  computer  for  the  milt 
It  can  scan  1  billion  character! 
second.  1 


Early  text-retrieval  systems 
mainframes  and  were  used  most; 
searching  large,  commercial  data 
But  now  they're  running  on  minic 
ers  and  desktops.  Verity's  works 
based  Topic,  for  instance,  helps 
tists  scan  enormous  National  Si 
Foundation  files  on  research  p 
and  grants.  GE  uses  a  GESCAN  m|! 
to  plow  through  notes  on  phone  c' 
a  customer  hot  line,  helping  identi: 
terns  in  reported  problems. 

The  leader  in  large-scale  text  re 
is  Information  Dimensions  Inc.,  a 
Battelle  Memorial  Institute  in  Col 
Ohio.  More  than  1,300  copies  of  i 
software  are  in  use,  including  t 
Xerox  adapted  for  its  lawyers.  I| 
onds,  the  software  can  pluck  out 
passage  in  which  "Trump"  and  " 
for  example,  show  up.  Verity's  p; 
lets  you  "weight"  such  keywords 
ative  importance.  Moreover,  ke; 
can  be  grouped  together  into 
That  makes  it  easier  to  zero  in  o: 
vant  documents. 
'JUNK-MAIL  FILTER.'  Interest  in  te 
tems  is  growing  almost  as  fast 
torrent  of  electronic  words.  In  lat( 
DEC  endorsed  a  variety  of  text-sea| 
products  for  use  with  its  AIl-in-1 
automation  system.  Among  the 
GESCAN's  computer,  which  "you 
use  as  an  electronic  junk-mail 
says  Howard  Woolf,  manager 
work-applications  support  and  elec 
publishing  systems.  "It's  turning 
work  into  profit." 

In  the  future,  managing  text  pr 
to  change  how  computers  are  us 
big  benefit:  Customers  can  collect 
of  information  without  having  to 
ahead  of  time  how  to  organize  or 
it.  In  traditional  computing,  data 
fit  into  a  data  base's  predefined 
Hoping  to  feed  customers'  gi 
"textbases"  is  Dow  Jones  &  Co., 
recently  announced  DowVision 
wire  delivers  a  daily  stream  of  s( 
million  bytes,  or  characters,  of  bi 
information.  Dow  leaves  it  to  cus 
to  do  their  own  scanning  and  sor 
the  bulk  data.  Sifting  all  that  in 
tion  will  be  the  job  of  the  "busiii 
telligence"  departments  that  Herl 
Meyer,  a  CIA-trained  consultant, 
set  up  for  large  corporations.  So: 
says,  he  can't  name  them. 

Still,  text  processing  has  a  ways 
The  computer  "can't  yet  tell  me 
ought  to  know,"  says  Carnegie  IVj 
Locke.  But  when  it  does,  you 
sure  there'll  be  lots  of  people  lisi| 
By  Joim  W.  Verity  in  Ne 
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INFORMATION  PR 


If  you're  not  shipping  overseas 
witli  TNT  Skypak,  you  may  be  wrapping 
your  packages  in  red  tape. 


't  get  tied  up  in  knots  over  Customs  regulations  and  ship 
I  requirements.  At  TNT  Skypak,  we  make  it  our  business 
<pedite  your  time-sensitive  packages  and  documents 
jgh  Customs,  delivering  them  to  their  recipients'  desks 
ousands  of  cities  worldwide.  TNT  Skypak  gives  you  the 
3d,  reliability,  and  range  of  services  you'd  expect  from  a 
pany  with  over  40  years'  experience  on  the  international 
)e.  And  if  that's  not  enough,  we  also  deliver  the  lowest 
38  in  the  business!  Call  TNT  Skypak  at  1-800-950-SEND 
oext  time  you  have  an  overseas  shipment.  Discover 
.  we're  known  around  the  world  as  the  overseas 
ess  specialists. 

VROTE  THE  BOOK.  AND  NOW  IT'S  YOURS  —  FREE! 

Tc  3t  your  copy  of  the  "Guide  to  International  Shipping," 
NT  Skypak  at  1-800-950-SEND. 


:    Help  me  cut  through  the  red  tape  of  overseas  shipping. 
I    Send  my  copy  of  the  "Guide  to  International  Shipping"  today! 

Name  


Company 


Address 


State 


Phone  ( 


Mail  coupon  to  TNT  Skypak,  990  Stewart  Avenue. 
Garden  City,  NY  11530  Or  fax  your  request  to: 
"■^^   (516)745-9023/4  g 


N|T|  Skypak 

International  t  xpress 


IF  ITS  OVERSEAS,  IT'S  OUR  TERRITORY; 
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How  to  leacli  your  kids  to  survive  witlioiit 
aWall(niaiii  MTV,  or  Dad's  car  l(eys, 


There  isnr  a  parent  ali\  e  who 
hasn  r  Icxjked  at  a  son  or  a  daughter 
and  w  ondered  how  to  ins  till  some 
responsibiht\-.  motivation.  seU- 
conhdence. 

.Ajid  all  parents  worn.'  about  pre 
p>arin£  their  kids  tor  the  real  world 
that  awaits  when  the\"  leave  home. 

FominateK".  Ourvvard  Bound* 
can  help. 

Out^vard  Bound  intro- 
duces people  ot  all  a^s  to  \ 
some  ot  the  most  magniticent 
wilderness  in  the  countn.  But 
more  importantk-.  we  otter 


people  are  guided  b\-  Outward 
Bound  instructors  through  wilder- 
ness challenges  tor  anwvhere  trom 
tour  da\-s  to  three  months.  Chal- 
lenges that  range  trom  mountain- 
eering, backpacking,  dog-sleddmg. 
and  desert  hiking  to  canoeing,  sail- 
int:.  rattine.  and  kaxakin^:. 


■iir; 


them  ^.e  chance  to  test  their  limits, 
and  s  -cceed  tar  beyond  their 
e>rpec'."..-.ons  in  a  whole  arT3.\"  oi 
new  exrenences. 

T\pija]i\-.  groups  ot  eight  to  10 


Most  peopie  who  f>ar- 
ticipate  have  little  or  no 
wilderness  experience.  The 
maiorit\'  are  in  average 
pmsical  shape.  Outward 
Bound  instructors  are 
trained  to  otter  indnidual 
support  and  encourage- 
ment, as  well  as  pro\"ide  tor  a  sale 
experience. 

FVograms  are  a\"ailable  tor  lust 
about  eveiA  one.  For  example,  this 
\^ar  well  run  more  than  -IOO 


courses  tailored  to  mori\"ate  r 
agers.  Au  are  designed  to  fos 
leadership  skills. 


selt-reliance,  team- 
work. resf>onsibil- 
in;  and  respect  tor 
others.  Financial 
aid.  as  well  as  col- 
lege and  high- 
school  credit,  is  a\aiiao.e  1 
mam  Outward  Bound  cour 
To  tind  out  more  ab 
.vhat  \our  teenagers  co 
learn  trom  OutAvard  Bou  sairn . 
call  us  todav.  \\  e  11  be  hapjy  ■ 
send  our  tree  color  catalog 
answer  an\"  questions 
might  ha\  e. 

Ca..  :o;l-rree  1-8 
2-i5-S520  a-205-661-0 
Connecticut)  or  wnrite  Ourw 
Bound  US.\.  5S-!  Field  Point  Rc 
Greenwich.  CT  06S50. 
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1 -800243-8520 


ormation  Processin 


ft  BYTES  I 


D  BY  CELIA  F.  McALLISTER 


I  ClOs,  A  DIRECT  TIE  TO  THE  TOP 
Y  NOT  BE  A  LIFELINE 


The  old  saw  warns:  Be 
careful  what  you  wish 
for,  you  just  might  get  it. 
For  chief  information  offi- 
cers— executives  hired  to 
make  sure  corporations  get 
strategic  advantages  fronri 
information  technology — 
the  most  common  wish  is 
to  have  the  ear  of  top  man- 
agement. Michael  Sim- 
mons, CIO  at  BankAmerica 
Corp.,  was  one  of  the  lucky 
few  who  reported  directly 
to  his  CEO.  Three  months 
ago  Simmons  said  that 
him  greater  job  security  than  other  CIOs. 
^be  not.  In  May,  A.  W.  Clausen,  CEO  of  the  giant  bank 
g  company,  stepped  down.  That  same  month,  Simmons 
!ft — for  a  CIO  job  at  Bank  of  Boston  Corp.  Simmons  and 
\.merica  say  he  left  to  take  a  more  responsible  position, 
immons  may  have  also  been  a  victim  of  his  own  success, 
the  new  CEO  came  on  board,  Simmons,  as  a  key  player 
3  old  team,  soon  left  along  with  other  executives  close  to 
rmer  CEO.  Simmons  says  nobody  pushed  him  out  but 
e  couldn't  work  for  Clausen's  replacement,  Richard  M. 
berg,  because  "we  were  peers  for  years." 


1  MODEM  MADNESS  BOOST 
MOIS  BELL'S  PHONE  BUSINESS? 


Bell  Telephone  Co.,  a  division  of  Ameritech,  wants  to 
"  money  the  old-fashioned  way — by  boosting  phone  use. 
iliat,  the  phone  company  is  getting  into  the  modem 
•   ■  .  Through  July  31,  the  company  is  hawking  modems 
I'liicago  customers  with  home  computers.  Illinois  Bell 
1  t'S  that  nearly  one  in  four  Illinois  households  owns  a 
■  il  computer,  but  just  257'  of  those  computers  have 
"  s,  which  allow  PCs  to  connect  to  data  bases,  electronic- 
.1  tworks,  and  other  on-line  services  via  phone  lines, 
r  each  the  modem-less,  Illinois  Bell  has  sent  letters  to 
'    residents.  Through  Elek-Tek  Inc.,  a  local  distributor  of 
'  ••y  accessories,  the  company  is  selling  four  modems 
Practical  Peripherals  Inc.  Elek-Tek  is  guaranteeing 
■  modems,  ranging  from  $79  to  $159,  are  the  lowest- 
t  models  available.  This  isn't  Illinois  Bell's  first  such 
'1  lun:  Last  Christmas  it  peddled  answering  machines. 


i  PING  IN  TO  CURE 

)  WARE-WRITER'S  BLOCK 


i 


ily  anyone  wants  a  computer  unless  there's  a  lot  of 
-tware  to  run  on  it.  But  luring  software  companies  to  a 
stem  is  tough.  For  example,  there  are  only  about  100 
e  companies  writing  programs  for  computers  using 
a  Inc.'s  88000  microprocessor,  introduced  two  years 
contrast,  thousands  of  companies  write  software  for 
ipatible  computers,  which  use  Intel  Corp.  chips, 
sortium  of  50  hardware  and  software  companies  push- 


ing the  88000  is  trying  a  new  approach  to  getting  more  soft- 
ware— paying  part  of  the  cost.  The  group,  88  Open  Consor- 
tium Ltd.,  is  ready  to  give  more  than  $7  million  worth  of  88000- 
based  equipment  to  PC  software  companies.  The  consortium, 
which  includes  Motorola,  Data  General,  and  Unisys,  is  giving 
away  500  computer  boards  worth  $14,000  apiece  and  20  com- 
plete computer  systems  worth  up  to  $20,000  each.  When  con- 
nected to  IBM  PCs  or  clones,  the  equipment  will  function  as  a 
complete  88000  software  development  system.  Derek  W.  Mey- 
er, 88  Open's  marketing  manager,  admits  that  there  is  nothing 
to  stop  the  programmers  from  using  the  systems  to  write 
software  for  competing  computers,  too.  One  restriction:  Pro- 
grammers must  write  software  for  an  88000  computer  first. 


THE  BABY  BELLS'  BACKUP  PLAN 
TO  KEEP  CUSTOMERS  ON  THE  LINE 


Local  phone  companies  are  getting  more  serious  about  pro- 
tecting their  big  customers  from  network  crashes,  and  the 
prod  of  competition  is  one  reason.  Several  of  the  regional  Bell 
holding  companies  have  announced  recently  that  they  would 
offer  backup  fiber-optic  cables  to  take  over  instantly  if  a 
customer's  regular  link  to  the  local  phone  company  switch 
fails.  U.  S.  West  Inc.,  for  example,  promises  one  free  month  of 
phone  service  if  a  customer  of  its  new  Self-Healing  Service 
experiences  any  network  downtime. 

All  seven  Bells  have  gotten  religion  about  disaster  prepared- 
ness. Why?  One  reason  is  to  stave  off  their  customers'  defec- 
tions to  rival  fiber-optic  networks  that  skirt  local  phone  switch- 
es altogether.  Such  bypass  companies,  including  Teleport 
Communications  Group  in  Staten  Island,  N.  Y.,  and  Metropoli- 
tan Fiber  Systems  Inc.  in  Oakbrook  Terrace,  111.,  say  they  fear 
the  Bells  will  compete  unfairly  by  subsidizing  their  installation 
of  fiber  intended  for  businesses  with  money  earned  from 
innocent  bystanders — that  is,  residential  customers.  In  any 
case,  the  burst  of  activity  can  only  be  good  for  businesses  that 
can't  afford  an  interruption  in  phone  service. 


THE  SOVIET  UNION  MAY  BE 

A  WEKOME  SIGHT  FOR  TELEVIDEO 


Can  perestroika  pull  Te- 
leVideo  Systems  Inc. 
out  of  the  red?  The  San 
Jose  (Calif.)  company  has 
lost  money  every  year 
since  1984.  But  Chairman 
and  CEO  K.  Philip  Hwang 
hopes  loosened  restrictions 
on  exports  to  the  Soviet 
Union  will  help  the  compa- 
ny eventually  sell  as  many 
as  10,000  computers  a 
month.  TeleVideo  has  en- 
tered a  joint  venture  with 
Moscow  and  ABM  Computer 
Systems  in  West  Germany. 
A  hotel-office  complex  will  generate  the  hard  currency  to  pay 
for  the  PCs  that  TeleVideo  will  sell  to  government  offices. 

In  a  separate  deal,  IBM  revealed  an  even  larger  sale  of 
computers  to  the  Soviet  Union.  IBM  plans  to  sell  13,000  PCs  for 
use  in  Soviet  schools  for  an  undisclosed  sum  of  hard  currency. 
The  sale  is  part  of  an  effort  by  IBM  and  the  Soviet  State 
Committee  for  Education  to  establish  programs  to  teach  busi- 
ness applications  and  help  the  disabled. 
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You  have  to 
scare  the  wits 
out  of 
an  adcUct. 

Even  if  he  sits 
the  next  officJ 

^()tlling  you  do  in  husines 
l)f  much  tougher  than  thj 

You  ir,a\  have  to  coiil 
voui  nexl-in-eomrnand, 
the  one  you  hoped  wt)uld| 
someday  fill  your  shoes. 

And  youll  have  to  s.j 
"(iet  well  or  gel  out."  Thf 
n(»  other  way  for  you  to  bJ 
through  an  addict  s  deferl 

Hut  you  re  not  alonel 
14i(>(»-84;}-497l  is  the  Natl 
Inslitute  on  Drug  Abuse] 
helpline  lor  managers  arl 
CKOs.  Call  Monday  to  Frj 
9:00  a.m.  to  8:00  p.m. 
Kastern  Time.  They'll  rej 
vou  to  professionals  whoj 
help  your  company  set  uj 
drug  education,  employtl 
assistance,  and  treatmeil 
|)rograms. 

Saving  the  career  of| 
guv  next  door  isn't  easy. 
l)ul  who  ever  said  being 
Iriend  was  easv."^ 
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YING  GOODS  I 


IN  PAUL  FIREMAN  PUT 

IE  BOUNCE  BACK  IN  REEBOK? 


;  cracking  the  whip  to  make  the  company  catch  up  to  Nike 


kaul  B.  Fireman  is  known  in  the 
"sneaker  business  as  a  man  of 
blunt  talk  and  fast  action.  Former 
tives  tell  how  the  chairman  of  Ree- 
International   Ltd.   would  run 
?h  the  storyboards  of  a  proposed 
impaign  and  dismiss  them  with 
iple  statement:  "That's 
5ays  Fireman:  "I  tend  to 
?ht  to  the  point." 
■man,  46,  has  been  get- 
ight  to  the  point  a  lot 
days.  In  October, 
k  back  day-to-day 
)i  from  Reebok 
ent  C.  Joseph  La- 
Marketing  chief 
Goldston  and 
:  k  USA  President 
O'Connell  have 
signed.  In  March, 
m  dumped  Chiat/ 
nc,  Reebok's  ad 
■  since  1987.  And 
reorganized  Ree 
various  shoe 
■Rockport,  Avia, 
jebok — into  sepa- 
ivisions  that  re- 
rectly  to  him. 
g  just  by  the 
rs,  it's  tough  to 
ly  Fireman,  who 
.aBonte  in  1987, 
want  to  undo  all 
inges  in  manage- 
i  ind  advertising 
iBonte  imposed, 
c's  profits  rose 
it  year,  to  $175 
on  sales  of  $1.8  billion.  But  at 
il  Nike  Inc.,  profits  rose  40%  in 
r  1989.  And  the  Oregon-based 
y  has  grabbed  the  No.  1  spot  in 
)illion  sneaker  industry  from  Ree- 
hose  market  share  has  eroded 
Reebok  stock  has  risen  42%,  to  a 
i  18,  since  May,  1989,  while  Nike 
have  more  than  doubled  in  the 
jriod. 

t(|  Fireman  must  push  hard  to  re- 
i|  !  top  spot — ^just  when  the  market 
t  :ey  athletic  shoes  is  cooling.  A 
^  of  binge  buying  has  left  Ameri- 
s  th  sneakers  by  the  closetful. 


Dan  Kasem  of  the  National  Sporting 
Goods  Assn.  estimates  that  dollar  sales 
growth  for  athletic  shoes  will  drop  from 
last  year's  red-hot  40%c  to  only  6%  this 
year.  As  a  result,  investors  are  getting 
jittery — witness  the  plunge  in  the  stock 
price  of  L.  A.  Gear  Inc.  on  news  of  an 
unexpected  quarter- 
ly earnings  drop,  es- 
timated at  30%.  And 
with  the  market  ma- 
turing, winning  a 


REEBOK'S  SLIDE 


counts  for  about  20%  of  the  brand's 
sales,  complained  that  they  were  no 
longer  being  consulted  on  styles.  Small- 
er retailers  were  miffed  as  well.  "Fire- 
man used  to  come  in  with  samples  him- 
self," says  Matt  Zale,  president  of  the 
18-store  U.  S.  Marathon  chain.  "Then 
[Reebok]  became  almost  foreign.  It  was 
hard  to  see  management." 
OUTSIDE  HELP.  "We  were  getting  stale," 
Fireman  concedes.  In  fact,  to  push 
through  the  Pump,  a  basketball  shoe 
with  an  inflation  device  for  a  snugger 
fit.  Fireman  decided  to  circumvent  Ree- 
bok's heavily  staffed  management  struc- 
ture. He  turned  instead  to  an  outside 
firm.  Design  Continuum,  which  worked 
with  a  handful  of  Reebok  insiders  to 
adapt  bladders  originally  designed  for 
such  uses  as  intravenous  feeding. 

The  Pump  was  a  sensation  last  Christ- 
mas and  this  spring,  outselling  a  similar 
Nike  product  20  to  1.  But  while  the  $170 
shoes  flew  off  the  shelves,  less  expen- 


FIREMAN  HAS  OUSTED  EXECUTIVES,  SWITCHED  AD  AGENCIES,  AND  REORGANIZED  REEBOK'S  SHOE  LINES 


point  of  market  share — worth  $55  mil- 
lion in  revenue — is  getting  tougher. 

For  Reebok  to  be  out  in  front  again. 
Fireman  figures  he  must  revive  the 
gung-ho  culture  that  brought  him  from 
$66  million  in  sales  in  1984  to  $1.4  billion 
by  1987.  That  year,  he  brought  in  La- 
Bonte,  a  former  head  of  Twentieth  Cen- 
tury-Fox Film  Corp.,  to  lead  Reebok's 
transition  to  a  professionally  managed 
growth  company. 

Instead,  La  Bonte's  changes  seem  to 
have  slowed  down  Reebok's  reflexes. 
Retailers  such  as  Foot  Locker  Co.,  the 
F.  W.  Woolworth  Co.  division  that  ac- 


sive  and  far  more  abundant  Nike  prod- 
ucts such  as  the  Air  Jordan  shoe  greatly 
outpaced  other  Reebok  sneakers,  and 
Nike  still  pulled  ahead. 

To  revive  Reebok,  Fireman  has  pro- 
moted John  Duerden,  a  former  Xerox 
Corp.  marketing  whiz.  Duerden  more 
than  doubled  Reebok's  international 
sales,  to  $212  million,  in  just  two  years. 
As  president  of  the  reorganized  Reebok 
division  since  March,  Duerden's  first 
move  has  been  to  woo  back  retailers 
with  an  emphasis  on  customer  service. 
Now,  managers  spend  at  least  three 
days  a  week  in  stores.  "They  have  be- 
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come  much  more  flexible  about  chang- 
ing orders,  time  of  delivery,  size  runs," 
says  U.  S.  Marathon's  Zale.  Already  this 
spring,  retailers  have  ordered  $120  mil- 
lion worth  of  Reebok's  most  promising 
product,  a  line  of  five  less  expensive 
cross-training,  basketball,  and  tennis 
versions  of  the  Pump. 

Despite  the  improvements,  Reebok  is 
still  missing  one  vital  strategic  part:  a 
winning  ad  campaign.  The  company's 
"U.  B.  U."  1987  campaign  fizzled.  Then, 
to  fend  off  Nike  with  a  performance- 
oriented  approach — "the  physics  behind 
the  physiques" — and  keep  fashionable 
L.  A.  Gear  at  bay  by  using  singer  Paula 
Abdul  as  a  spokeswoman,  Reebok  split 
its  message  and  its  ad  budget.  Custom- 
ers grew  confused  about  what  the  brand 
had  to  offer. 

As  long  as  the  overall  market  was 
growing,  Reebok  didn't  suffer  drastic 
damage.  "It's  amazing  that  the  brand 
has  done  as  well  as  it  has  when  it  has 
been  without  an  effective  ad  campaign 
for  so  long,"  says  Kidder,  Peabody  & 
Co.  analyst  Gary  M.  Jacobson.  But  with 
the  market  tightening,  an  ad  strategy 
could  prove  critical  to  Reebok's  long- 
term  success.  And  Reebok,  like  its  ri- 
vals, faces  negative  publicity:  Concerns 
are  mounting  about  promoting  costly 
footwear  to  inner-city  youth  after  violent 
attacks  over  sneakers  and  jackets. 
BUNGEE  BUNGLE.  So  far  this  year,  Ree- 
bok's message  hasn't  gotten  any  clearer. 
Chiat/Day's  last  televised  work  for  Ree- 
bok in  March  featured  two  men  "bungee 
jumping" — leaping  off  a  bridge  with 
elastic  ropes  attaching  their  shoes  to  the 
bridge's  girders.  The  one  wearing  Ree- 
bok Pumps  bounced  back;  his  rival 
slipped  out  of  his  Nikes  into  the  waters 
below.  Parents  were  horrified,  and  Ree- 
bok yanked  the  spot  within  a  week.  Ree- 
bok has  since  moved  the  bulk  of  its  do- 
mestic account  to  Boston-based  Hill, 
Holliday,  Connors,  Cosmopulos  Inc. 

Duerden  has  changed  the  way  ads  are 
selected.  Fireman,  a  devotee  of  manage- 
ment democracy,  used  to  encourage  all 
the  employees  at  Reebok  headquarters 
to  sit  in  and  speak  up  at  planning  ses- 
sions of  every  sort.  Former  executives 
recall  such  meetings  attended  by  nearly 
a  score  of  Reebokers.  "It's  tough  to 
come  up  with  a  long-term  campaign 
when  everyone  has  an  opinion,"  says 
.^Lephen  Encarnacao,  a  former  market- 
ing vice-president.  Now,  Duerden  has 
oi;.,/  a  handful  of  executives  meeting 
wi-,;.  Hill  Holliviay. 

Hill  Holliday  campaign  will  fea- 
ture Madonna  in  back-to-school  ads  that 
(■oincide  with  her  summer  tour.  Whether 
tise  superst;tr  will  reach  sports-minded 
cci'Surners  remains  to  be  seen.  But  if 
she  doesn't,  Paul  Fireman  will  probably 
be  ii'.'.dy  to  change  tracks  again. 

Of'  Laura  Jereski  in  Stoughtov,  Mass. 
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MAYORS  I 


DAVID  DINKINS: 
HOW'S  HE  DOIN'? 


Mugged  by  New  York's  budget  crisis,  the  mayor  is  fighting  bai 


avid  N.  Dinkins  is  sleepy.  As  the 
lend  of  his  150th  day  in  office 
draws  near,  the  mayor  of  New 
York  has  every  reason  to  be  fatigued. 
He  has  spent  the  past  five  months  figur- 
ing out  how  to  cover  a  projected  revenue 
shortfall  of  $1.8  billion,  the  largest  bud- 
get gap  in  municipal  history.  Yawning, 
he  gets  up  slowly  from  his  expansive 
oak  desk  and  strolls  into  the  tiny  kitchen 
adjoining  his  office,  where  he  carefully 
fixes  himself  a  cup  of  tea.  "One  point 
eight  billion  dollars,"  Dinkins  says,  still 
marveling  at  the  number.  "It's  a  ...  a  lot 
of  money." 

Dinkins,  62,  never  expected  a  chal- 
lenge like  this.  When  he  took  over  as 
mayor  in  January,  he  thought  his  main 
concern  would  be  the  city's  many  social 
crises:  drugs,  homelessness,  .\ID.?,  and 
escalating  racial  tension.  But  within 
days  it  became  clear  that  the  city's  fi- 
nances were  in  much  worse  shape  than 
anyone  anticipated.  Dinkins,  who  had 
promised  to  be  "the  toughest  mayor  on 
crime  this  town  has  ever  seen,"  called  a 
news  conference  on  his  third  day  to  an- 
nounce that  he  was  canceling  enrollment 
of  the  Police  Academy's  1990  class,  a 
move  that  saved  some  $4  million  a 
month.  The  widening  budget  gap  "was 
like  a  safe  falling  from  an  open  window, 
and  it  was  going  to  hit  his  head,"  says 
David  R.  Jones,  executive  director  of  the 
Community  Service  Society,  an  advocacy 
group  that  focuses  on  urban  poverty. 
To  many,  Dinkins  was  a  most  unlikely 


man  to  tackle  the  problem.  A  fc 
Manhattan  borough  president,  he 
paigned  on  a  platform  tilted  moi 
ward  social  sensitivity  than  fiscal  ec 
vatism.  He  was  known  as  somethi 
a  plodding  thinker  who  took  his 
with  tough  decisions.  While  he 
seasoned  politician,  Dinkins  had 
managerial  experience  compared 
his  Republican  rival,  ex-U.  S.  At 
Rudolph  W.  Giuliani.  And  he'd  sho 
alarming  inability  to  manage  his  p 
al  finances,  evidenced  by  his  fail' 
pay  income  taxes  from  1969-1972. 
'VERY  PAINFUL.'  Surprise:  He  has 
some  hard  choices — and  come  up 
balanced  budget.  His  plan  for 
1991,  which  begins  on  July  1,  calf 
$239  million  in  reduced  city  service 
a  record  tax  increase  of  $859 
(table).  "Productivity  improvementdamberof 
to  account  for  an  additional  $267  m  t-ratiiif ; 
The  city  is  also  taking  $290  millf 
surplus  funds  from  the  Municipal 
tance  Corp.,  a  bond-issuing  ( 
formed  during  the  city's  mid-1970s 
crisis.  Cutting  city  services  "was, 
painful  for  the  mayor,  but  he  di 
equivocate,"  says  Philip  R.  Michael  'imm^^ 
kins'  budget  director.  The  city  c>\dii 
will  vote  on  the  budget  later  this 

Dinkins'  budget  performance  ha  \ 
him  some  new  fans,  including  ma  yoraij,. , 
the  business  community.  "Businft's 
encouraged  that  he  would  bite  the 
on  the  budget  and  take  a  tough  s 
even  though  it  may  be  unpopular, 
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>R  IN  CITY  HALL:  BUSINESS  IS  ENCOURAGED  BY  HIS  HARD-NOSED  BUDGET  STANCE,  EVEN  THOUGH  IT'S  DRAWING  FIRE  IN  OTHER  QUARTERS 


\.  Shelp,  president  of  the  New 
amber  of  Commerce  &  Industry, 
t-rating  agencies  approve,  too. 
he  city's  fiscal  turmoil  in  recent 
both  Moody's  Investors  Service 
Standard  &  Poor's  Corp.  have 
r  debt  ratings  for  New  York  at 
.  respectively.  "The  mayor's  of- 
shown  a  lot  of  determination 
ressiveness,"  says  Jeffrey  F. 
[oody's  managing  director  for 
lance.  "We're  encouraged." 
's  way  too  early  to  call  the  Din- 
yoralty  a  success.  With  the 
t's  economy  in  a  slump,  he 
to  keep  New  York  from  spiral- 
further  into  despair.  Its  infra- 
is  rotting,  its  crime  rate  is 


soaring,  and  its  educational  system  is  a 
mess.  And  there's  no  guarantee  that 
more  budget  surprises  won't  appear. 
New  York  State  Comptroller  Edward  V. 
Regan,  for  one,  thinks  the  Dinkins  bud- 
get's revenue  projections  are  overly  opti- 
mistic. "This  is  going  to  be  a  long  and 
very,  very  bleak  road,"  says  Felix  Roha- 
tyn,  a  senior  partner  at  Lazard  Freres  & 
Co.  and  a  Dinkins  supporter. 
NO  RUSH.  While  there  might  not  be  a 
whole  lot  the  mayor  can  do  about  the 
region's  economy,  Dinkins  might  have  a 
direct  effect  on  cooling  down  the  city's 
racial  problems.  The  latest  of  several  no- 
table flare-ups  hit  Brooklyn's  Flatbush 
section,  where  some  black  residents 
have  loudly  and  angrily  boycotted  Kore- 


an grocers  ever  since  a  black  customer 
claimed  she  was  beaten  by  a  store  em- 
ployee. Dinkins  didn't  rush  to  the  scene, 
as  many  said  he  should  have,  but  several 
months  later  he  organized  a  giant  "unity 
rally."  Carried  live  on  local  television,  it 
included  speeches  by  the  mayor,  Gover- 
nor Mario  M.  Cuomo,  and  others. 

It  may  have  helped.  Even  the  Rever- 
end Al  Sharpton,  an  often-inflammatory 
black  activist  who  is  one  of  Dinkins' 
harshest  critics,  has  started  calling  for 
racial  unity.  The  Community  Service  So- 
ciety's Jones  applauds  Dinkins'  noncon- 
frontational  style.  "The  city  of  New 
York  had  better  be  damn  glad  it  didn't 
get  Ed  Koch  or  Rudy  Giuliani,"  he  says. 

The  city's  first  black  mayor  was  born 


1)  TAX  REVENUES 
Im  PLATEAUED... 


...LEADING  TO  SERVICE  CUTS 
AND  TAX  HIKES 


'°-EST.-^"" 


INCLUDING  PROPOSED  S8S9  MILUON  TAX  INCREASE 


Under  Mayor  Dinkins'  proposed  1991 
budget,  New  Yorkers  would  have  to 
cough  up  $859  million  in  new  taxes. 
Among  them: 

►  A  $180  million  property  tax  increase 

►  A  $300  million  personal  income  tax 
surcharge 

►  A  tripled  auto-use  tax,  to  $45 

►  New  taxes  on  wine,  cigars,  dry  cleaning, 
and  shoe  repair 


The  budget  also  calls  for  $239  million  in 
service  reductions.  Among  them: 

►  $13  million  less  for  social  services,  including 
day  care 

►  $42  million  less  for  city  schools 

►  163  fewer  parks  maintenance  employees 

►  One  less  fire  battalion  and  three  fewer  fire 
companies 

►  $6  million  less  for  libraries  and  cultural 
programs 


DATA:  BUREAU  OF  LABOR  STATISTICS;  WEFA  GROUP;  REIS  REPORTS  INC;  NEW  YORK  CITY;  6W 


The  Universal  Langi  ( 


OF  Heavy  Industry. 


For  decades,  Daewoo  has  proven 
its  manufacturing  might  with 
some  of  the  hardest  assignments 
in  heavy  industry.  Daewoo  Heavy 
Industries  makes  diesel  engines, 
rolling  stock,  forklifts,  excavators, 
bulldozers  and  loaders,  as  well  as 
the  most  specialized  industrial 
robots  and  machine  tools.  And,  in 
the  last  five  years,  Daewoo  has 
become  a  growing  presence  in 
aeronautics,  completing  a  series 
of  high-precision  commercial  and 
military  assignments  for  the 
world's  most  respected  names  in 
aviation.  For  more  information  on 
a  full  range  of  heavy  machinery 
that  has  proven  its  worth  all  over 
the  world,  call  Daewoo. 

Daewoo  Heavy  Industnes  Ltd.  (201)438-8288 


The  Universal  Language  of  Quality 


and  raised  in  Trenton,  N.  J.,  wliere  his 
father  was  a  barber.  After  graduating 
from  Howard  University  and  serving  in 
the  U.  S.  Marine  Corps,  Dinkins  went  to 
Brooklyn  Law  School.  In  1956,  he  set  up 
a  private  practice  and  began  participat- 
ing in  local  politics. 

TAX  TROUBLE.  After  working  as  a  state 
assemblyman  and  as  president  of  the 
Board  of  Elections,  Dinkins  was  about  to 
be  named  New  York's  first  black  deputy 
mayor  in  1973.  But  he  had  to  withdraw 
days  before  the  inauguration,  tearfully 
admitting  that  he  had  not  paid  income 
taxes  for  several  years.  He  explained 
that  it  was  an  oversight  caused  by  dis- 
tractions at  his  law  practice  and  eventu- 
ally paid  more  than  $23,000  in  back  tax- 
es. But  the  issue  still  dogged  him.  It 
came  up  consistently 
during  his  four  runs 
for  Manhattan  borough 
president,  the  first 
three  of  which  he  lost 
before  winning  in  1985. 

During  the  battle  for 
City  Hall  last  fall,  Giu- 
liani raised  another 
troubling  issue:  Din- 
kins' 1985  transfer  of 
stock  in  Inner  City 
Broadcasting  Corp.,  a 
cable-TV  company,  to  his 
son,  David  Jr.  Dinkins 
said  his  son  would  pay 
$58,000  for  the  588 
shares — even  though 
Dinkins  had  earlier  val- 
ued the  stock  at  $1  mil- 
lion on  a  state  disclosure  form.  It  looked 
like  a  huge  gift,  and  Dinkins  had  not 
filed  a  gift-tax  return.  Then,  it  turned 
out  that  the  borough  president's  staff 
had  voted  on  his  behalf  on  two  matters 
affecting  Inner  City,  against  the  advice 
of  the  city's  Board  of  Ethics. 

The  news  hit  Dinkins'  campaign  like  a 
bomb.  In  the  end,  he  defeated  Giuliani 
by  only  47,000  votes — the  narrowest 
margin  of  victory  in  80  years.  The  U.  S. 
Attorney's  office  continues  an  inquiry 
into  the  stock  transfer,  as  does  the  city's 
Investigations  Dept.  Dinkins,  who  has 
not  been  charged  with  any  criminal 
wrongdoing,  says  the  $1  million  figure 
represented  Inner  City's  breakup  value. 
'A  tOMG  WAY.'  At  his  January  inaugura- 
tion, Dinkins  was  emotional  about  his 
African  heritage.  Referring  to  his  ances- 
tors "brought  chained  and  whipped  in 
the  hold  of  a  slave  ship,"  he  declared: 
'We  have  not  finished  the  journey  to 
liberty  and  justice,  but  we  have  come  a 
ior.g  way."  Dinl  ns  insists  that  being  an 
.African- A merics.:i  does  not  put  any  un- 
usual pressure  on  him  to  succeed.  On 
the  other  hand,  he  says  the  color  of  his 
skiri  doesn't  make  the  job  any  easier:  "A 


lot  of  people  think  that  when  people  are 
out  there  acting  crazy  in  the  streets,  I 
can  just  say,  'Be  cool'  That's  not  the 
way  it  works." 

The  way  Dinkins  works  is  grueling. 
He  begins  every  morning  at  5,  when  the 
early  editions  of  New  York's  four  daily 
newspapers  arrive  at  Gracie  Mansion. 
Then  he  crawls  back  into  bed  and  reads 
for  an  hour.  His  day  ends  at  11:30  p.m., 
after  he  watches  the  local  TV  news 
shows.  Much  more  concerned  about  his 
appearance  than  the  often-disheveled 
former  mayor,  Edward  I.  Koch,  Dinkins 
wears  a  baseball  warm-up  jacket  at  City 
Hall  and  leaves  his  suit  coat  on  a  hanger 
to  keep  it  from  getting  wrinkled.  To 
keep  alert,  he  downs  many  cups  of  tea 
each  day,  and  he  always  takes  a  second 


HEALING  HANDS?  DINKINS  AT  A  HOLOCAUST  MEMORIAL  DEDICATION  IN  BROOKLYN 


shower  in  the  afternoon  to  revive  him- 
self. In  an  average  evening,  he  delivers 
three  speeches. 

At  City  Hall,  Dinkins  is  known  for 
demanding  perfection.  Sometimes  he 
borders  on  the  finicky,  staffers  say.  But 
he  detests  confrontation  and  seldom 
raises  his  voice.  David  M.  Fishlow,  Din- 
kins' campaign  press  secretary,  remem- 
bers the  candidate  blowing  his  stack 
only  once  in  a  difficult  10  months.  Fish- 
low  wanted  him  to  speak  with  a  report- 
er, but  Dinkins  wouldn't.  True  to  his 
reputation,  Dinkins  can  be  deliberate.  It 
took  months  for  him  to  appoint  many  of 
his  commissioners. 

But  Dinkins  has  shown  decisiveness 
on  the  budget,  at  least.  Recent  Koch 
budgets  included  projected  revenues  of 


'Really,  all  [Dinkins]  can  do 

is  wait  for  an  economic 
turnaround  and  manage  his 
resources  prudently' 


$300  million  from  the  sale  of  the! 
York  Coliseum.  But  the  site  hasn'tSe 
sold,  which  left  a  recurring  $300  nil 
hole  in  the  budget.  Some  within  th(D 
kins  Administration  were  sure  tli 
would  be  sold  this  year,  but  Dinkiiii 
cided  to  cut  the  phantom  Coliseur| 
funds  from  his  budget  anyway.  "It* 
us  all  quite  by  surprise,"  says  h% 
director  Michael.  f 
SMALL  RAISES.  Of  course,  not  eveii 
is  enthusiastic  about  the  Dinkins  bi 
It  allows  for  only  1.5%  raises  fo 
workers,  whose  contracts  come 
negotiation  this  summer.  The  n' 
seems  preposterously  low  and  will 
ly  be  raised,  especially  since  unions 
among  his  strongest  supporters, 
have  gripes  about  the  mayor's  tax 
age.  Of  $859  mill 
new  taxes,  only  $" 
lion  are  levied  a 
businesses.  "The 
get  relies  too  hea" 
taxes  for  the 
class"  and  not  e 
on  reduced  ser 
complains  Koch, 
Dinkins  defeated 
1989  Democratic 
ry.  "If  the  middle 
and  the  business 
munity  keep  g 
pushed  up  again 
wall,  they  have  o 
that  the  poor 
They  can  leave." 

In  time,  Di 
would  like  to  star 
ing  more  services  than  he  cuts.  B; 
knows  that  won't  happen  for  -i  • 
The  city  projects  budget  shortfalls;: 
ing  $2.5  billion  through  1994.  "Real 
he  can  do  is  wait  for  an  economic, 
around  and  manage  his  resource;, 
dently,"  says  Raymond  D.  Hortoii, " 
dent  of  the  Citizens  Budget  Comnv: 
a  watchdog  group. 

Meanwhile,  Dinkins  has  started  t 
his  act  on  the  road.  Trying  to  enc(w 
growing  companies  to  open  shop  ir 
York,  he  recently  flew  to  Atlar 
meet  with  business  leaders.  He 
similar  trips  to  half  a  dozen  other 
Amid  the  gloom  and  doom,  the  i 
got  some  good  news  in  late  may. 
with  New  Orleans,  New  Yorl 
emerged  as  a  top  contender  to  ho 
1992  Democratic  National  Conv 
That  has  put  him  in  a  good  mo 
hear  there's  a  crack  in  the  Super 
he  jokes.  "And  doesn't  New  0 
have  tornadoes  and  earthqua' 
July?"  They're  ugly  rumors,  all 
But  when  you're  running  a  city  w 
many  problems  as  New  York,  yo" 
lowed  to  wish  a  few  on  others. 

By  Peter  Finch  in  Neu 
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''It^  always  better] 
to  negotiate  from 
a  position  cf  power" 

In  the  conference  room  or  on  the  highway, 
the  more  support  you  have  behind  you,  the  more 
moves  you  can  make  with  absolute  confidence.  \ 
That's  the  whole  idea  of  the  extra  powerful  156-hp, 
four-cam,  24-valve  Camry  V6  engine.  Designed  \ 
to  deliver  that  extra  boost  in  passing,  climbing  or 
towing  power,  it  gives  you  the  advantage  in  chal- 
lenging transactions  on  the  road.  Yet  it  provides  . 
you  with  roomy  comfort  you  can  appreciate  even 
at  your  quickest  executive  pace.  The  1990  Toyota 
Camry  V6.  A  dynamo  for  a  dynamo. 

''Toyota,  I  love  what  you  do  for  mey 


Oitil  no\\?  this  is 
and  word  pKx^es 


Use  Microsoft 
Excel  and  Microsoft 
Word  for  Windows" 
and  you'll  no  longer 
be  saddled  with  the 
problem  of  combining 
'  words,  numbers  and 


graphics.  You  see,  they  were  designee  \\\^ 
work  together  Which  means  they  sW^^ 
a  good  deal  more  than  a  name.  |ent,aj 
Like  data  for  instance.  Now  jirentjy^ 
can  cut  and  paste  words,  tables,  chalngfj^ 
and  numbers  to  your  heart's  contem.  \{^ 
From  any  document,  in  either  progrjionpi^j^ 


For  more  information,  call  (800)  541-1261.  Dept.  L3.  Outside  the  U.S.  and  Canada,  call  (206)  882-8661.  In  Canada,  call  (416)  673-7638.  ©1990  Micros 


w  spneadsheets 
;  worted  together. 


I Microsdft  Excel  and  Word,  you  can  make  a 
(  han^c  III  a  fpreadslwct  and  automatically  update 
aiiY  \V(ird  doatnmits  vou'i'e  linked.  Or  vice  versa. 


What's  more,  these  products  ai*e 
al    on  the  Microsoft  Windows  envi- 
)i  nent,  an  approach  that's  not  only 
ill  rently  easy  to  use,  but  rapidly  be- 
as  ing  the  industry  standard. 

It  is  this  environment  that  allows 
)ii  omplete  and  total  WYSIWYG.  Or, 


what  you  see  is  what  you  getlxm^\?itedi 
that  means  the  image  on-screen  looks 
precisely  like  the  final  document. 

Something  that  will  save  you 
more  than  a  few  trips  to  the  printer 

Beyond 
sharing  the 
same  overall 
physical  ap- 
pearance, these 
applications 
also  share  sim- 
ilar commands. 
So  when  you've 
mastered  one, 
you'll  have  a 
solid  under- 
standing of  the 
other  as  well. 

And  sur- 
prisingly, using 
Microsoft  Excel 
and  Word  together  requires  very  little 
brain  power  All  you  need  is  a  286/386 
computer  with  2  megabytes  of  random 
access  memory  Also  known  as  RAM. 

For  more  information  on  how 
smoothly  these  products  work  together, 
call  (800)  541-1261  Dept.  L3. 

Before  you  get  roped  into  buying 
the  wrong  product. 

Mkmsoft 

Making  it  all  make  sense" 


I 


'/,  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Making  it  all  make  sense  and  Windows  are  trademarks  of  Microsoft  Corporation. 


ersonal  Business 


PLEASE  MR.  POSTMAH, 
BRING  ME  A  PC 


m. 
t  was 


e: 


ver  since  the  days  when 
you  could  order  an  en- 
tire house  from  Sears 
Roebuck,  buying  by  mail  has 
been  as  American  as  sliced 
bread.  So  it's  not  surprising 
that  the  mails  have  become  a 
popular  way  to  purchase  an- 
other consumer  staple:  the 
personal  computer. 

What  was  once  a  method 
used  only  by  "techies"  is  now 
being  discovered  by  a  wide 
range  of  people  interested  in 
getting  a  great  value  in  PCs. 
One  out  of  20  computer  sys- 
tems bought  by  individuals  in 
1989  came  through  the  mail — 
or  via  private  delivery  ser- 
vices Such  as  UPS  and  Federal 
Express,  according  to  Data- 
I'iijpsl  market  researchers. 
»tyT  fiiSTES.  The  main  attrac- 
tio,;  I.S  price.  Mail-order  deal- 
er- routins^'iy  offer  savings  of 
up  50/^  over  computer-store 
pri  s  on  systems,  s.)ftware, 
and  pe!-':',hera!s.  You  can  gen- 
erally md  the  best  de;:;s  on 
full-size  IBM-compatible  com- 
puter systems,  or  ''clones." 
Portable  laptops  art  also 


available.  Among  the  dozens 
of  direct-mail  clone  makers, 
the  largest  and  most  reputa- 
ble include  Dell,  Northgate, 
Zeos,  PC  Brands,  and  Gateway 
2000. 

The  mail-order  route  has  its 
drawbacks,  though,  especially 
if  you've  never  owned  a  PC.  A 
novice  interested  only  in  word 
processing,  for  example, 
won't  know  from  reading  the 
mail-order  ads  that  an  inex- 
pensive monochrome  monitor 
is  the  best  bet.  Not  surpris- 
ingly, "the  majority  of  people 
buying  mail-order  computers 
are  people  familiar  with  PCs," 
observes  William  Lempesis, 
a  senior  industry  analyst  at 
Dataquest. 

Before  buying  by  mail,  be 
sure  to  shop  around  at  local 
computer  stores.  In  large  cit- 
ies, some  deep-discount  retail- 
ers offer  prices  that  rival 
those  of  mail-order  houses  for 
some  components.  You  also 
may  want  to  buy  your  moni- 
tor and  keyboard  separately, 
after  seeing  how  they  work. 
Then  fork  over  $2.95  for  the 


monthly  bible  of  the  mail-or- 
der computer  world,  the  700- 
page  Computer  Shopper  (800 
274-6384).  Before  you  place  an 
order  with  a  particular  mail- 
order outfit,  it's  wise  to  do  a 
background  check  with  the 
Better  Business  Bureau 
where  the  company  is  located. 
LIFE  SUPPORT.  If  you're  buy- 
ing your  first  PC,  as  I  did  re- 
cently, you'll  probably  be 
looking  for  a  "box."  That's  a 
full-size  computer  compatible 
with  either  the  IB.M  PC  AT  (also 
known  as  the  286)  or  the  more 
powerful  386-class  PC.  My 
choice  was  a  $1,995  AT-com- 
patible  from  Gateway  2000, 
based  in  North  Sioux  City, 
S.  D.  (800  523-2000).  If  it  were 
a  Chevy,  it  would  be  "load- 
ed"— with  a  65-megabyte 
hard-disk  drive,  two  floppy- 
disk  drives,  and  a  14-inch  col- 
or monitor  that's  the  highest- 
tech  model  available,  albeit  a 
no-name  brand.  It  comes  with 
a  one-year  warranty,  lifetime 
technical  support  via  a  toll- 
free  number,  and  on-site  ser- 
vice in  most  areas. 


eral  hours.  (Gateway  Piriiii),fg 


dent  Ted  Waitt  tells  me 
the  User's  Guide  has 
been  expanded  and  that 
company  is  doubling  the 
nical  support  staff  over 
next  few  months.) 

Also,  I  found  out  that 
site  service,  which  is  w: 
advertised  by  many  c 
makers,  has  its  limitati 
That  became  obvious  afi 
ran  a  utility  program,  i 
back  Plus,  and  discov 
that  I  had  a  defective  d 
memory  access  (DMA)  cor 
ler  chip  used  for  data  ti 
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A  name-brand  model  ^P)«  i 
the  same  features  might  RE  )  i 
as  much  as  $4,000  at  a  |||t 
service  New  York  comp*  • 
store.  But  as  soon  as  I  o; 
the  box,  I  began  to  learn 
price  I  was  paying  for 
those  savings.  The  35-1 
Gateway    "User's  Guft 
seemed  skimpy.  And  wh 
called  the  technical  suplid  ckarfe 
hot  line,  I  would  be  puis 
hold  for  as  long  as  halt 'ntm 
hour.  Sometimes,  my 
wouldn't  be  returned  for 


of  Lead 

t  pubic ; 


c  wort 

'  k  M[\ 


ifs  in  He 
art 

thf  iji 
■tarilia 

■'le  latte 
is  % 


Deway  sent  me  a  new 
board — a  computer's 
enter — and  had  it  in- 
by  a  technician  from 
ide  service  contractor 
Unfortunately,  the 
)oard  was  defective — 
TRW  technician  had  no 
nent  parts  on  hand.  I 
;ed  my  computer  for  a 
achine,  which  soon 
working.  Eventually, 
ing  was  straightened 
i  Gateway  even  gave 
ime-brand  monitor  as 
;ation  for  all  the  in- 
■nce. 

lEAKS.  Fortunately, 
mputer  defects — such 

DMA  chips — turn  up 
^ay.  But  heavily  used 
rs  have  a  way  of 
;  down  after  the  war- 
:pires.  In  a  1988  sur- 
00  commercial  PC  us- 
tusiness  Products 
ig  Group  found  that 
C  repairs  occurred  af- 

warranties  lapsed, 
■c  drives  causing  the 
)blems.  The  average 
)st  was  $257.  So  it 


Collecting 

tE'S  GOLD 
IIS 

PAPER 


bOlite  Silver  Mining 
of  Leadville,  Colo., 
t  public  at  $10  back 
The  stock  tripled, 
id  charges  of  fraud, 
■s  plummeted.  More 
ntury  later,  the  cer- 
are  worth  $200 — a 
;  has  nothing  to  do 
r  in  the  ground. 
e|  irs  in  the  U.  S.  and 
where  many  mines 
.need)  are  snapping 
5  stock  certificates 
represented  real  ore 
■and  the  more  fraud- 
d  scandalous  the 
e  better.  Prices  of 
/  significant  certifi- 
a  the  latter  half  of 
9tj  century  have  gone 
ch  as  500%  in  the 
years.  Collectible 
5  run  several  hun- 
rs  on  average  but 
1  $1,500  or  more. 


TIPS  FOR  COMPUTiR  SHOPPING  BY  MAII 


►  Find  out  if  the  computer  maker  will  supply 
MS-DOS,  the  operating  software.  It  costs 
about  $100  when  bought  separately 

►  Verify  your  phone  order  in  writing,  or  tape- 
record  the  conversation  with  the  sales  repre- 
sentative (after  getting  permission) 

►  Check  if  your  credit-card  company  offers  an 
extended  warranty  or  buyer-protection  plan 
that  covers  computer  equipment 

►  Don't  buy  the  monitor  by  mail  unless  you  can 
examine  it  first  at  a  store  to  determine  if  it's  to 
your  taste 

►  Be  picky  about  the  method  of  shipping.  If  a 
particular  carrier's  service  in  your  area  is 
atrocious,  insist  on  another 


►  Look  for  a  manufacturer  that  offers  toll-free 
technical  support  on  weekends  and  in  the  eve- 
nings . . . 

►  . . .  but  don't  expect  much  from  "on-site  ser- 
vice" unless  the  local  contractor  has  access  to 
spare  parts 

►  Keep  a  log  of  any  troubles  you  may  have  with 
the  computer.  Don't  expect  the  tech  people  to 
keep  a  file  on  you 

►  Buy  a  utility  program  to  test  your  hard  disk 
and  DMA  controller  chip  before  your  return 
privileges  expire 

►  Keep  all  packing  materials,  down  to  the  last 
scrap  of  plastic  foam.  You  may  have  to  ship 
the  computer  back 


may  be  worthwhile  for  you  to 
purchase  an  extended  service 
contract.  Dell,  for  example, 
will  add  another  year  of  on- 
site  service  to  the  standard 
one-year  warranty  on  its  286 
model  for  $179. 

But  you  may  be  able  to  for- 
go a  service  contract  by  pay- 


ing by  credit  card.  Some  auto- 
matically add  as  much  as  a 
year  to  the  guarantee  period. 
And  if  the  merchandise  is  not 
delivered,  you  can  legally 
withhold  payment.  Alas,  if 
your  PC  is  delivered  but  turns 
out  to  be  a  lemon,  federal  law 
allows  you  to  stop  payment 


LEVINE:  SOME  CERTIFICATES  FETCH  $l,500 


"It's  the  mysticjue  of  the  min- 
ing West,"  says  Cripple  Creek 
dealer  Brian  Levine. 

To  find  the  best  buys,  Le- 
vine advises  collectors  to  look 
for  a  mine  with  a  colorful  his- 
tory in  a  famous  mining  dis- 


trict, such  as  Lead- 
ville and  Cripple 
Creek  in  Colorado 
or  the  Comstock 
Lode  in  Nevada. 
He  estimates  there 
were  1,500  issues 
from  Cripple  Creek 
mines  alone.  Cer- 
tificates should  be 
filled  out,  dated, 
and  signed.  But  be- 
ware of  forgeries: 
One  collector  dis- 
covered a  19th  cen- 
tury certificate 
signed  with  a  felt- 
tip  pen,  a  20th  cen- 
tury innovation. 

Unusual  graph- 
ics add  value.  An 
1880s  certificate 
for  the  little-known 
Penn-Breckenridge 
mine  in  Colorado 
goes  for  $150  be- 
cause it  depicts 
Christopher  Co- 
lumbus landing  near  a  mine. 
Without  the  engraving,  the 
certificate  might  be  worth 
half  as  much. 

Signatures  of  famous  min- 
ing figures  are  a  help.  Collec- 
tor Kenneth  Arenberg,  exec- 


only  if  the  merchant  is  in  your 
own  state,  or  within  50  miles 
of  your  home. 

So  be  sure  that  you  can  re- 
turn the  PC  within  30  days  for 
any  reason.  With  all  the  mail- 
order outfits  clamoring  for 
your  business,  you  can  afford 
to  be  choosy.         Gary  Weiss 


utive  vice-president  of  Bur- 
ridge  Group  in  Chicago,  likes 
Winfield  Scott  Stratton,  the 
reclusive  Cripple  Creek  pros- 
pector who  became  its  first 
millionaire,  and  silver  king 
H.  A.  W.  Tabor.  Any  certifi- 
cate signed  by  M.  E.  O'Bryan, 
the  only  woman  on  the  Crip- 
ple Creek  stock  exchange, 
brings  an  extra  $100.  A  rare 
Arizona  certificate  for  the 
Cody-Dyer  Mining  Co.  fetched 
$8,800  because  it  was  signed 
by  Buffalo  Bill  Cody. 
COPPER  AND  COAL.  Find  Cer- 
tificates in  used-book  stores 
or  buy  them  from  dealers 
such  as  Levine  (719  689-2155). 
R.  M.  Smythe  (212  943-1880), 
which  specializes  in  obscure 
securities,  plans  to  auction 
mining  paper  as  part  of  a 
larger  stock  certificate  sale  in 
Memphis  on  June  15  and  16. 

Shares  of  precious  metals 
mines  are  the  most  valuable, 
though  some  collectors  spe- 
cialize in  copper  and  even  coal 
mines.  But  uranium  isn't  ex- 
actly hot.  Those  certificates 
sell  for  only  about  $1.  And 
like  uranium  itself,  they'll 
probably  stay  depressed  for  a 
long  time.      Sandra  Atchison 
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The  results  of  our  phone  sun^ey  are  in. 


If  you  and  your  phone  system  aren't  speaking,  talk  with  Fujitsu  Business  Com- 
munication Systems.  We  found  in  recent  independent  studies  that  Starlog,"*  our  sraa 
business  voice  and  data  communication  system,  has  everyone  talking.  In  fact,  86% 
of  users  surveyed  rated  its  performance  as  good  to  excellent.  Moreover,  the  Starlog 
achieved  a  higher  performance  rating  than  the  industry  leader  received  for  its 
comparable  system.  Better  yet,  most  felt  the  Starlog  system  made  their  businesses  significantly  more  efficient 
Maybe  that's  why  in  1987  Fujitsu  Business  Communication  Systems  was  the 
#2  pro^nder  of  small  business  communication  systems  in  the  U.S.  And  we're 
backed  by  Fujitsu  Ltd.,  a  $16  billion  global  computer  and  telecommunications 
leader  who's  been  around  for  over  50  years,  lb  find  out  more  about  the  Starlog, 
call  or  write  us  at  3190  Miraloma  Ave.,  Anaheim,  CA  92806. 1-800-654-0715. 


FU)ITSU 


Pretty  soon,  you'll  be  talking  like  a  satisfied  customer  too. 


FUJITSU  BUSINESS 
COMMUNICATION  SYSTEMS 


■i  19«9,  Fujitsu  Business  (  ommunii  ation  Systems.  Starlog  is  a  trademark  of  Fujitsu  Business  Communication  Systems. 


sonal  Business 


Leisure 


:hing  the 

ES 

GIE-STYLE 


•  sit  on  the  beach, 
tching  enviously  as 
■fers  carved  up  the 
but  couldn't  quite  see 
up  out  there  your- 
'^ell,  now  you  don't 
be  a  stay-on-shore, 
and  more  people  are 
ng  body  boarding,  a 
etween  surfing  and 
•fing.  Body  boarders, 
les   called  "boogie 
,"  catch  waves  the 
y  surfers  do,  only  in- 
standing  up  on  their 
,hey  stay  prone, 
ults  more  apt  to  pol- 
tips  than  wax  surf- 
)ody  boarding  is  rela- 
.sy  to  master.  "You 
out  and  ride  waves 
t  day,"  says  Joe  Bra- 
nager  of  the  surf 
Seasonings,  a  water 
ore  in  Amagansett, 
3  267-6325). 


BOOGIE  BOARDS  ARE  SAFER,  EASIER,  AND  CHEAPER  THAN  SURFBOARDS 


Body  boards  are  safer  than 
surfboards,  which  are  made 
of  a  stiff  synthetic  core  and 
hard  fiberglass  coating  and 
have  one  or  more  sharp  fins 
on  the  bottom.  Body  boards 
are  fashioned  from  a  light, 
spongy  polyethylene  foam 
and  usually  lack  the  fins. 

Most  body  boards  weigh 


about  4  pounds,  are  SVz  feet 
long,  and  fit  easily  into  a  car. 
And  they  won't  make  you  feel 
like  a  beast  of  burden  as  you 
cross  the  hot  sand  to  the  wa- 
ter. At  up  to  $225,  the  most 
expensive  models  are  half  the 
cost  of  many  surfboards.  The 
popular  Morey  Boogie's  Mach 
7-7  lists  for  $94.95.  Beginner's 


body  boards  go  for  about  $40. 

A  good  pair  of  swim  fins  is 
also  recommended.  They'll 
give  you  the  extra  propulsion 
you  need  to  catch  waves. 
Churchill's  Makapuu  fins  cost 
about  $40.  To  keep  them  fas- 
tened to  your  ankle,  you 
might  add  a  $15  pair  of  fin 
tethers. 

A  good  source  of  informa- 
tion on  the  sport  is  Body 
Boarding  magazine  (714  492- 
7873).  An  introductory  video, 
Beginni^ig  Bodyboarding, 
sells  for  $19.95  (800  332-4442). 
EAST  OR  WEST.  Where  to  boo- 
uie?  "You  can  body  board  in 
I  lie  same  places  you  surf,"  ad- 
\  ises  Chip  Osborne,  whose  St. 
.Vugustine  (Fla.)  company 
cwv  Tours,  packages  surf 
trips  (904  471-5558).  Hawaii 
and  California  are  the  hottest 
spots,  but  there's  plenty  of  ac- 
tion in  such  East  Coast  surf 
breaks  as  Long  Island,  the 
New  Jersey  shore,  and  Flori- 
da. It's  even  big  in  Japan  and 
Brazil,  which  is  home  to  sev- 
eral top  women  competitors. 

Body  board  pros  do  heart- 
stopping  maneuvers,  beyond 
the  skills  of  most  amateurs. 
Happily,  the  thrill  of  riding 
waves  isn't.       Robot  Barker 


re  like  legions  of  oth- 
ise  hunters,  you  are 

•  intrigued  by  attrac- 
er  rates  that  many 
are  offering  on  ad- 
-rate  mortgages. 

•  ARMS  are  averag- 

0,  vs.  10.3%  on  30- 
id  mortgages. 

3ep  in  mind  that  all 
-rate  mortgages 
5act  equally  in  a 
;  rate  environment, 
erstanding  the  index 
calculate  mortgage 
jnts  is  paramount. 

1,  many  borrowers 
ARMS  because  they 
brd  the  initial  pay- 
1  a  fixed  mortgage 
confident  that  their 
will  rise  over  time. 

w|  ays,  the  most  popu- 
are  tied  to  Trea- 
auction  rates.  0th- 
cost-of-funds  index, 
ge  of  the  rates  that 
y  on  deposits, 
suspect  that  inter- 
will  fall,  then  you 


Smart  Money 

GOT  A  HUNCH  ABOUT  RATES? 
GET  A  MORTGAGE  TO  MATCH 


probably  would  prefer  an 
ARM  based  on  a  T-bill  index. 
Every  Monday,  the  Treasury 
auctions  T-bills,  so  the  rate  is 
far  more  responsive  to 
changing  rates. 
GOING  STEADY.  Borrowers 
also  can  choose  how  often 
the  ARM  self-adjusts.  Citi- 
bank, for  example,  offers 
ARMS  that  change  every  six 
months,  annually,  or  every 
three  years.  However,  if  you 
opt  for  a  lengthy  interval, 
you  might  not  get  the  special 
introductory  rates.  The  ini- 
tial rate  on  Citi's  sLx-month 
type  is  9.6%;  the  three-year 
variety  is  almost  11.3%. 

For  borrowers  who  are 
more  concerned  about  a 
steadier  monthly  payment 


schedule,  there  are  ARMs 
linked  to  cost-of-funds  index- 
es. "It's  a  very  slow-moving 
index,"  says  Richard  Deihl, 
CEO  of  Los  Angeles-based 
thrift  giant  H.  F.  Ahmanson. 


If  you  expect  interest 

rates  to  fall,  try  an 
ARM  based  on  T-bills 


The  commonly  used  index 
is  pegged  to  the  cost  of 
funds  in  the  Federal  Home 
Loan  Bank  Board's  11th  dis- 
trict in  California.  Over  the 
past  five  years,  the  index  has 
ranged  from  a  high  of  9.87% 


to  a  low  of  7.22%'.  In  the 
same  period,  the  one-year  T- 
bill  index  was  more  volatile, 
hitting  a  high  of  9.57%  and  a 
low  of  5.72%. 

Keep  in  mind  that  lenders 
tack  a  margin  on  top  of  the 
index,  which  can  run  2  to  3 
percentage  points.  Based  on 
a  2-point  margin,  the  month- 
ly payment  on  a  30-year, 
$100,000  ARM  would  increase 
by  $151,  to  $1,028,  if  the  in- 
dex moved  from  8%  to  10%'. 
Many  ARMs  have  rate  caps 
that  limit  annual  adjust- 
ments to  about  2  points  and 
lifetime  changes  to  6  points. 

Whatever  term  you 
choose,  be  sure  to  check  for 
negative-amortization  fea- 
tures. For  instance,  Ahman- 
son resets  the  rates  on  its 
variable  cost-of-funds  mort- 
gages every  month,  but  it 
changes  monthly  payments 
every  three  or  six  months. 
Then,  if  rates  rise  in  be- 
tween, the  principal  you  owe 
gets  larger.       John  Meekan 
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Computers/Office  Equipment 


PACKARD  BELL  B 

\nwrU.i  L-n-w  tin  li\teninu  Ui  us.  II  slill  rffii-s. 

PACKMATE  286 
COMPUTER  WITH  HIGH 

RESOLUTION 
VGA  COLOR  MONITOR 


•  80286  microprocessor  (operates 
at  12  MHz), 

•  One  3-1/2"  1 ,44  MB  floppy  drive. 

•  One  5-1/4"  1  22  MB  (loppy  drive 

•  30  MB  hard  drive 

•  1  MB  RAM  on  motherboard 
expandable  to  3  MB 

•  Includes  VGA  14"  color  monitor 
and  VGA  card 

•  High  resolution  monitor  640  x 
480  256  colors 

•  IBM  compatible  •  AT  compatible 

•  8  expansion  slots, 

•  Dual  FDD/HDD  controller, 

•  2  half  height  drive  cavities 
exposed 

•  1  half  height  drive  cavity  enclosed 

•  2  serial  ports  •  1  parallel  port 

•  Real  time  clock/calendar 

•  Zero  wait  state 

•  System  configuration  in  CMOS 
with  battery  back-up 

•  AT  style  101  key  professional 
keyboard  •  Small  footprint, 

•  Included  software:  MS  DOS  3,3 
and  GW  BASIC, 

•  145W  Universal  power  supply 

•  Socket  for  80287  coprocessor  on 
motherboard. 

•  One  Year  Warranty! 

•  Factory  New!  Factory  Perfect! 

Manufacturer's 
Suggested  Retail 
$3,499.00 


$ 


DAIVIARK  PRICE: 


1499 


99 


Item  No  B-21 12-132142 
Insured  Ship/Hand  $40  00 

FOR  FASTEST  SERVICE 
CALL  TOLL  FREE 

\1 -800-729-9000 
-.1  ■■■■■■■  ■ 

-:K  INTERNATIONAL,  INC. 
Shingle  Creek  Parkway 
Minneapolis,  MN  55430 
C'jslortier  Seivice  -612  566-4940 

Please  rush  me'         Packard  Bell 

Computc'r(s)  @  $1499,99  each 
plus  $40  00  s/h  each. 
Item  (vio. B-21 12-132142 
MN  res.  arid  6%  sales  tax. 

i  Name  

I  Address  


I  Ciiy.Slate.Zip  

jiOCheckDVisa  DviasteiCard  QOiscover 

srd  No  

xp  rialft       /       Ph  » (  )  

i"-i-iiij'e  


mMBU5INE5Sf%WEEK 


Business  Opportunities 


FIRST  TIME  EVER  \ 

Dealerships  Offered  to  the  Public 


WANTED: 

Dealers  throughout 
the  U  S  to  help  us 
service  over  150 
million  overfreight 
Americans  who  need 
our  aftordable  plan 

II  accepted,  your 
cost  IS  only  $485  00. 
Your  prolit  potential: 

$1200  a  week  &  up 


Comp-U-Dlet  is  a 

revolutionary  new  diet 
plan  of  the  90's  that  is 
sweeping  the  country 
People  select  the  foods 
they  like  and  our 
computers  create  a 
personalized  plan  for 
your  clients 

NO  PILLS— NO  POWOERS 
NOT  MULTI-LEVEL 


There  Is: 

•  no  selling  or  customer  contact 

•  no  product  to  warehouse 

•  no  billing  or  collecting 

•  NO  EXPERIENCE  necessary  (we  provide  complete  traini 
support,  and  do  all  of  your  computer  processing') 

CALL  NOW  FOR  FREE  MAIL-OUT  BOOKLET 
1  -800-942-9900  ext.  243 
Mon-Frl  9  am-5  pm  Eastern  Time 

UNITED  AMERICAN  MARKETING,  INC 

27280  Haggerty  Rd.,  C-14 
Farnnington  Hills,  Ml  48331  V 


ng  and 


Patented  1989 


1  MILLION  CANS  OF  PEANUTS 
SOLD  DAILY 
NEW!  HOT  ROASTED  PEANUT 

VENDING  MACHINES 
GROUND  FLOOR  OPPORTUNITY 
To  be  the  first  in  your  area  to  own  and  operate  a 
Hot  Roasted  Peanut  Route.  Placed  in  all  bars, 
bowling  alleys,  pizza  parlors.  If  you  owned  8 
machines  and  they  sold  only  2  bags  per  hour 
each,  this  would  generate  $3,000.00  monthly 
Peanuts  are  America's  favorite  snacking  choice. 
However,  hot  roasted  peanuts  have  almost 
become  extinct  in  the  90's.  The  two  combined 
makes  ihe  tastiest  snack  around.  When  was 
the  last  time  you  had  peanuts  that  were  hot 
roasted? 

LIMITED  DISTRIBUTORSHIPS 
Only  $6800 
Call  World  Marketing 
24  hrs.  for  free  brochure 
 (800)  447-3157  


Financial  Services 


SMALL  STOCKS 

We  think  it  only  fair  to  personally 
follow  the  advice  we  present  to  you 
in  The  Bowser  Report.     Thus,  our 
PERSONAL  PORTFOLIO  has  had  an: 


ANNUALIZED 
CAIN  OF 
73% 

STARTED  IN  1986,  THIS 
IS  NOT  A  HYPOTHETICAL 
PORTrOLIO.  DOCUMEN- 
TATION ON  REQUEST. 

MAX  BOWSER 

FREE  SAMPLE  COPY 

MONTHLY  NEWSLET  r£R--ONLY  i)9  YEARLY 

BOX  6278,   NEWPORT  NEWS,   VA  23606 
8011/877-5979 


Business  Services 


— We'll  be  your — 
Export  Department. 

International  import/export 
company  with  100  years 
experience  in  foreign  trade 
will  become  your 

EXPORT  AGENT/MANAGER 

•  Represented  Worldwide 

•  Financing  Available 

•  Simplified  Transactions 

•  Language  Expertise 

Phone  Heinz  Gorski  or  Mike  Simond 
(201)  568-4920  or  FAX  (201)  568-0971 

—     RUDOLPH-DESCO  COMPANY,  INC 

IDI  S(  Q)^"  Sylvan  Avenue, 
V^^'^Englewood  Clids,  New  Jersey  07632 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREE 
SUITE  632 
CHICAGO,  IL6061 1 


Business  Opportunltii 


INDOOR  GGI5 


Golf  is  one  of  our  fastest 
growing  industries,  and  44 
Par  T  Golf,  the  Incredibi  J 

Indoor  Golf  system,  youa; 
offer  your  guest  a  compit 
game  of  golf  on  world  c|ji>  ^ 
courses,  like  Pebble  Beat!  j 


Par  T  Golf  is  an  excelle: 
addition  to  any  Hotel,  R  c 
Sports  Bar,  Golf  Store, 
Driving  Range  or  start  yi: 
own  Free  Standing  Facile 
For  more  info  on  Par  T  <  1 
please  call. 

In  Sports  Marketin 
Tel:  (619)698-2201 
Fax:  (619)698-764! 


SELL  YOUR 


in  Japanese' 


PROPERTY  '^"^ 


1000  s  o(  Br  F 


IN    I A  PA  11  vestors/Cori't 
111  iJHl  fill      in  Japan  Frira. 
lation/typesetting  Also  display  ads.  brira  , 
agency  services.  Japanese  HorifilEike 

market  consulting  Call  tot  290  Centre 
details  1.800-USA-2111  Newton,  M,!i 


INCORPORATE  IN  DELAWA: 

$225  for  Complete 
Incorporation 

WHiniNGTON&AULGURai 

Offices.  For  free  informatioi 
Write  PO.  Box  5550, 
Wilm.,  DEI  9808  or  Call 
1-800-441-9459 


Computers/  Equipm(ii!||j 


Muga  S*¥tnqtlt    Ord«r  TodJffI 


I  Lms  Monitor) 

■  AT  sec  Moth«riKKird  ■  siskn*)'*^^ 

■  1.3  MB  Ptoppv  Drive  S.2S'  ' 
■  Runs  Ail  MS-OOS.  PC-DOS,  LOTUS.  dS-iM. '^M 

AutoCAD.  WordStar,  etc.        ■  1  veor  viV'-UOWUi 
To  order  or  For  Free  Cotolov.  Co  1  -^''tOP:.^ 

Stock  International   3  ''W'. , 

(40«)9S4-1ZZ7  ^  :^CCSl 


ilT!lr47iiTiI1 


Our  14th  year  of  DISCOUN 
Tandy®  Computers 
Radio  Shack"  Products' 
Toll  Free  800-231 -3680 
22511  KalyFwy  Kaly  (Houston)  r74'',»»^ 
1-713-392-0747  Fax  (713)  57^56  "tees 


Financial  Services^ 


PAY  NO  ESTATE  I 


LOW  Cost.  "Second-to-Die"  Survivor  It 'ar ' 
Will  Do  It!  -  All  Ages  &  Health  Cora  'i-  ,,  . 
Call  Today  For  FREE  informatli  ^  oUf 
Eisenberg  Associat  ' 


run 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


H  m  BUSINESS  n  vvtEK 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  6061 1 


Computers/Office  Equipment 


RENTALS 


Also  Available: 

•  Macintosh  •  IBM  PS/2 

•  Compaq   •  Laser  Printers 
^  •  Laptops    •  Portables 

Next  Day  Delivery  And  a  host  of  other  peripherals 
Anywhere  in  the  U.S.A.  qqH  jo||-Free 


Computer  Hental 


800-765-4727 


Business  Services 

r  us  BE  YOUR  DISTRIBUTOR 
IN  THE  SOVIET  UNION! 

i  Company  with  several  years' 
geriencE  in  the  USSR 
de  network  of  contacts  throughout 
USSR 

ps  in  Moscow,  Leningrad  and  Kiev 

ablished  sales  channels 

ices,  showroom  and  warehouse 

Tallinn 

lerienced  associates  and  large  staff 
'  lie  USSR 

'    PRODUCTS  FOR  THE  USSR  MARKET 

ones.  Answering  Machines,  High  Security  Locks, 
f  Alarms,  Tools,  Power  Tools.  Sewing  Machiries, 
I  immable  Knitting  Machines,  Rotor  Tillers.  Small 
'5,  Fishing  Reels,  Waterproof  Watches,  Floppy 

'/ideOCaSSetteS  eecmcal  .lems  require  220V  capaciry 

AMEST  Corporation 

(206)  743-7583,  FAX  (206)  742-1744 

eottiell-Everett  Hwy  ,  F-227,       Creek,  WA  98012 


lORPORATING? 

It's  easy  in  Delaware  or  any  - 
stale  with  our  last,  reliable, 
inexpensive  service.  For  tree 
inlormation  call  toll  Iree 
(800)441-4303.  or  write: 

VW«  CORPORATE  AGENTS JNC. 
Vivrl  Department  BW,  Box  1281 
'  ImHI  Wilmington.  DE  19899 


•THANK  YOU  AND 
FOLLOW  UP  CARDS* 

I  SALES  PEOPLE  AND  BUSINESSES 
ng  card  quality  Appropriate  business 
'  'f  ige  Va  the  cost  of  a  regular  greeting 
jend  $1  00  tor  a  sample  pack  and  bro- 
PROFESSIONAL  GREETINGS, 
CHAVANIAC,  MANCHESTER,  MO 
.  For  retail  store  product  line  ONLY 
0-876-1520ext  923 


I  ^ 

'S    The  easiest  way  lo^ 

Mm  APc  vniiD  at 


LACE  YOUR  ADS 

1  any  major  newspaper,  trade 

publication  or  magazine 
I  CALL  1-800-522^AOS 

(1-800-522-4237) 

LCLASSIFIED 
hAD  BUREAU 

P  24  hour  tax:  212-764-2934 


iaccept  jL9 
cu^ul  and  retain  for  future  u^^ 


Computers/Office  Equipment 


FREE  PRINTER 

WITH  EVERY  TALL  386  SYSTEM 


Buy  the  MODEL  AMERICAN  '"TALL"  386/2S. 
and  you  ge:  a  24-Pin  LQ  printer  for  free 
This  incredible  value  includes: 

•  14  "  VGA  Mono  Monitor 
•40  MB  Hard  Drive 
•80386-25  MHz  CPU 

•  10 1 -Key  Keyboard 

•  I  MB  Expandable  RAM 

•  High-Capacity  Floppy 

•  Free  I  Yr  On-Site  Service 

•  Free  Printer  ($500  Value) 

•  Free  Initial  Software  Consultation 

FCC  Class  B  Approved 
All  for  only  $2995  COMPLETE  Call  for  tnore 
information,  to  order,  or  for  a  dealer  near  you 


MODEL  AMERICAN  COMPUTER  CORPORATION  - 

1-800-843-3838 


Corporate  Gifts 


LEATHER  ^oqs^  only 
BACKPACK 


MISTOniC  E.XRjOflERS 


1  on  ihs  trail  ■  S«n<J 
$2995  *  13.96  dWivot^  Us«  30  da* 

M  plBa39d  MasterCard  &  V 
312-445-6166)  COO  raqo 
t  Orde'  loda^i  Midwwsi  Company,  Dept  L 
Chicago,  III  60620  Special  2  packs  lor  S5890  p 


acceptaO 


Wine  Cellars 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars         Your  Cost 


VisafMCIAmExJDiscmer 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

Not  Hnntlniiide 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

FurVault  holds  about 

8  Furs  $3495 

$  1895  1 

Custom  Cellars  &  Racking  Systems  -  Call  For  Cafelog 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Corporate  Gifts 


FOR  YOUR  DESK  AND  YOUR  HEALTH 

Two  brilliant  golden  color  metal  balls  resting  on  a  laquer  finished  solid 
w^ood  stand  is  perfect  for  your  desk.  Yet,  the  Chinese  say  that  rotating 
these  metal  balls  In  the  palm  of  your  hand  will  reduce  stress  and  bring  on 
a  sense  of  relaxation.  A  blank  brass  plaque  is  included  for  engraving 
names  or  messages.  GREAT  FOR  GIFTS!  To  order,  use  Visa  or  Master- 
card and  call  toll  free  1-800-432-1989,  or  send  check  or  money  order  for 
$29.99  plus  $3.50  for  postage  and  handling  to:  VPT,  Inc.,  3422  W.  Ham- 
mer Lane,  Suite  J-1 1 0.  Stockton,  California  95209 


.G)RPORATE 
TIES 


|M      (150  PC.  nfiinimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807. II.S.A. 
Dept  BW  (203)  869  3006 


Corporate  Gifts 


The  Ultimate  Business  Accessory : 
A  GENUINE  PIGSKIN  LETTER  FOLIO 


SEND 

CHECK  OR  M.O.  TO: 


•  Natural  tan  color 

•  Hand  sewn  in  Europe 

•  Letter  size  writing  pad 

•  Podcets  for  business  cards 
and  notes 

•  Attractive  gift  box 

•  Sold  elsewhere  for  nearly 
triple  our  price 

•  R«d,  quality,  soft  pigskin 
leather 

•  Satisfaction  Guaranteed 

(pen  not  induded) 


Ql  nX/ADT  MARKETING 
OLV^VAn  I  INTERNATIONAL 


PHIU.,  PA  19134 


EMBROIDERED 
CAPS  FROM 
$395 

IMPRINTED 
CAPS  FROM 
$250 


IMAGE 
BUILDERS 


EMBROIDERED  POLO 
SHIRTS  FROM 
$1495 


MIN  OTY  144 

FREE  PROI^OTtONAL  GIFT  CATALOG 
800-792-2277 
IN  CA  800-826-8585 

FAX  (415)  786-1111 

The  Corporate  Choice® 

W2  Poini  Eden  Way  •  Hayward,  CA 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


Coins 


mMBUSINESSnwuK 

mAmriM 


CELEBRATE  THE 

SOOTH 
ANNIVERSARY 

1492-1992 


THE  1893  "COLUMBUS- 
SILVER  HALFDOLUiR 
An  official  U.S.  Mintissue,  struck 
almost  100  years  ago  to  honor  the 
4(>}th  anniversary'  of  the  discov- 
er)- of  America.  The  Columbus 
bust  and  Santa  Maria /Old  &  New 
Worlds  reverse  were  never  re- 
peated. A  sleeping  classic — an 
heirloom  to  cherish. \'erv  Fine 
quality.  Certificate  of  Authentic- 
ity and  protective  case.  Postpaid 
prices.S29  each;  5  for  S139;  10  for 
S275;20  for S539 .  Order  #7705.  To 
order  bv  credit  card,  call  toll-free 
1-800-451-4463.  Or  send  your 
check  or  money  order  to:  Interna- 
tional Coins  &  Currency,  Inc.,  11 
E.  State  St.,  Box  218,  Dept.  1542, 
Montpclier,  \T  05601.  Money- 
back  guarantee — 30-dav  home  ex- 
amination. 


Health  Fitness 


FACT! 

BODYFAT  IS 
YOUR  BEST 
FITNESS 
INDICATOR. 


Test 
Your 
Bodyfat 
at  Home 


Health  Fitness 


THE  ULTIMATE  CHAIR 
for  a  stress-free  woifcday! 


BackSavera^afer!!2 

aj*.|/te^i>t>fiw.iii«  nkmit 


in  seconds,  the  FLTREX*-1000.  based 
on  L"S  Government  lechnologV'.  dis- 
pla>-s  your  percent  bod>1at 
Same  method  as  used  by  doctors  and 
fitness  experts  —  now  av^ailable  for  per- 
sonal use  —  as  simple  as  pomting  a 
:l.ishlii;ht 

CALL  FOR  FREE  BROCHURE  &  VIDEO 
TOLL-FREE  1-SOO  545  1950 


FUTREX 

130  W  Maryland  Pkway. 
Hagerstown,  MD  21740 


INC. 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREE"l|iyr| 
SUITE  632  ^ 
CHICAGO,  IL  6061 1  ««?** 

Business  Software 

The  Executive  Desk  Register  of  Pi| 
Held  Corporations  : 

ana  \ASl3AC    "c-ces  cc-panj 
addresses    telephone,    fax.  ej 
ticker  symtx)l  CEO  CFO  arxJ 
Published  monthly  on  IBM  PC 
Three  month  tnal  subscnptiofi  $75.C 
Demand  Research  Corporation. 
Michigan  Ave  .  Chicago,  IL  60611.  Td 
664-6500  ^ 

Business  Service 

"^ET  YOUR  PRODUCT 
TV/RADIO  TALK  SHOU..  ^ 

"e  perecx  azz  :.c~'  :o  :,c 
tional  mix  for  product  brea 
new  products,  line  extensions  and 

ces-  Nea-spapers  and  magazines,  1  ^ 

The  Frank  Promotion  Co 

60  East  42nd  Street.  Suite  211! 
\e-.'.  ^c'K  NY  -0165 
V  (212)  687-3383 


IT  PAYS  TO  ADVERTISE  IN  THE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Aee»  Vari<et-Piace  Section  is  a 
special  advertis  ng  feature  appeanng  in  the  first 
issue  of  each  month  Trie  MarXet-Place 
provides  an  ideal  Showcase  for  advertisers 
who  have  products  or  services  tna'  szDeS'  'c 
Business  Week  s  more  than  62—  :''rs:r~- 
sive  readers 


For 


Business  Opportunities 


'ates  and  information  ma  "r 
:  or  cai' i3i2i  33"-309C  cr -ix  .■■ 


MAIL  COUPON  TODAY 


OPPORTUNITY  TO  BUY 
PROFITABLE  BUSINESS 

^\e'  ' rCC  '.'any  with 

o.%ne'  iinancina  Ai.  stales  e«cept  North 
east 

AFFIL'ATED  BUSINESS  CQNSULTAN'^S 
■<en  A   a-s"- 5  548-8886 


BUSINESS  .'.EE-  . 
100  East  0^  c  i-   =.  : 
Chicago.  IL  SOot : 

Name  

Company  

Address  

City  


.  State 


-  Zip. 


Welcome  to  the  luxurious 
BelAse  Hotel  de  Grande  Classe 


1020  Nonh  San  \  icente  [J<.>ule\aro 
West  HollNwood.  California  WOti^ 
I>ail>  rates  trnm  Sl.'5 

Re-.cr\ations  and  Infomialion 

1-800-424-4443 

F.\.\  :i.'  s54-t»:ti 

TELE.\  4955516:  LEGG 


ex  to  Companies 

X  gives  the  starting  page  for  a  story  or  fea- 
a  significant  reference  to  a  company.  Most 
ies  are  indexed  under  their  own  names, 
es  listed  only  in  tables  are  not  included. 


>oratories  31 

:7 

5uter 
180C 

180 

Genetic 
177 

irch  27 

(H.F.)  193 

to!  172 

xpress  34,  168 

lome 
31 

180C 

171 

) 

usch  168 
stries  160 


80 


ton  180C 
r  a  180C 

bai  32 

I 

liji  9s  174 
1 

))   re  176 
!  2 

*i  ylvonia  34 
l|  <er  160,  162 
'  ie  160 
/•  r  Group  176 
Mj  i  Squibb  31 


eel  157 

Id  s/ABC  160 
i,\  164 

3tfan  Bonk  32 
avj  157 

in  : 

Oc;  181 

'■'    44, 160 

P    166, 170, 193 

■s!  uthern  171 


Conoco  28 

Crompton  &  Knowles  160 
D 


Data  General  180C 
Dell  190 
Denon  35 

Design  Continuum  181 

Digital  Equipment  176, 
178 

Dow  Jones  178 
Dun  &  Bradstreet  27 


Elek-Tek  180C 
Ell  Lilly  200 
Emhart  162 
Equimark  35 

F 


Federal  Express  190 
Fiat  168 

Field  Research  29 
Fininvest  168 
First  Union  171 
Folio  180 
Foot  Locker  181 
Ford  44,  163 
France  Telecom  33 


Gateway  2000  190 

Genentech  200 

General  Electric  160,  162, 
178 

GESCAN  Internationol  178 
Gist-Brocades  177 
GM  41,44, 160 
Goldman,  Sachs  32,  170 
Guess?  35 

H 


Hanson  174 
Hattori  Seiko  33 
HillHolliday  181 
Hondo  41 
Hyundai  43,  44 

I 


IBM  10, 166, 178,  180C 

Illinois  Bell  180C 

Information 
Dimensions  178 

Inner  City 
Broadcasting  182 

Intel  180C 


Isuzu  44 
J 


Johnson  &  Johnson  157, 
160,  163 

Jordache  35 

JVC  35 


Kumagai  Gumi  40 
L 


L.A.  Gear  181 

Lever  Brothers  163 

Long  Term  Credit  Bank  of 
Japan  32 

M 


Marubeni  174 

Mazda  44 

McDermott 
International  174 

McGraw-Hill  23,24 

McKinsey  166 

MicroGeneSys  176 

Microsoft  33,  180 

Mitsubishi  44,  174 

Mitsui  40 

Monsanto  160,  177 

Morgan  Stanley  160,164, 
170 

Motorola  33,  180C 
MTV  27 


National  Bancshares  35 
Notional  Intergroup  35 
NBC  26,27 
Nielsen  (A.C.)  26,27 
Nike  181 
Nissan  41,44 
Northgote  190 

o 


Oldsmobile  160 

Olympio  &  York 
Developments  40 

Owens-Corning  157 
P 


Pacific  Telesis  33 

PoineWebber  Group  166 

PC  Brands  190 

Pfizer  International  166 

Phillips  Petroleum  164 

Plant  Genetic  Systems  177 

Polyflex  Film  & 
Converting  172 

Practical  Peripherals  180C 

Prime  Time  24  166 

Prudential-Bache  170 


Purina  Mills  166 
Q 


QMS  174 
R 


RCA  160,176 

Reebok  181 
Rhone-Poulenc  177 
RJR  Nabisco  160,  163 
Rosehaugh  40 
Rush  &  Tompkins  40 

s 


Salomon  Brothers  32,  170 
Samsung  43 
Schlumberger  174 
Sears  33 

Security  Pacific  170 

Shearson  Lehman 
Mutton  170 

Sony  35 

Sovran  Financial  171 

Standard  Brands  163 

Syndicated 
Communications  166 


Technics  35 
Telecomm  Systems  33 
TeleVideo  Systems  180C 
Toyota  44 
TRV/  190 

Tweezermon  Corp  160 

u 


UAL  32,44,  170 

Union  Texas 
Petroleum  160,  166 

Unisys  180C 

U.S.  Sprint  33 

U.S.  West  180C 

UPS  190 


Verity  178 

w 


Wong  Loborotories  160 

V/orner 
Communications  168 

Wells  Forgo  Bank  171 

Wertheim  Schroder 
Investment  Services  29 

Western  Co.  of  North 
America  160 

Wickes  157 
X 


Xerox  160,  178 

z 


Zeos  190 


BREITLING 

1884 


Instruments 
FOR  Professionals 


AEROSPACE, 
analog  and  digital  chronograph. 
18  kt.  white  gold,  titanium  bicolor,  titanium. 
Leather  strap  or  metal  bracelet 


WORLD 


EQUESTRIAN 


GAMES 


STOCKHOLM 


1990 


BREITLING 


BREITLING  USA  INC. 

TWO  STAMFORD  LANDING,  SUITE  165, 
STAMFORD,  CT  06902 
TEL.:  203/3271411 
FAX;  203/3272537 
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800  reasons 
to  leave  ATS^. 

Choose  MCI  800  Service "  for  reasons 
like  Itemized  Call  Detail.  Unlike  AT&T, 
we  offer  it  to  all  our  customers.  And 
MCFs  Call  Detail  provides  the  complete 
phone  number  of  virtually  every  call. 
Imagine  what  you  could  do  with  that 
information. 

Or  choose  MCI  800  Service  for  real- 
time calling  number  identification.  Only 
MCr  offers  it  to  your  business  today  using 
the  standard  signaling  technology  you 
already  have.  So  you'll  be  able  to  help  your 
customers  faster  than  ever  before. 

What's  more,  there's  Diiect  Termina- 
tion Overflow  "  (DTO),  one  of  MCFs 
advanced  routing  features.  If  your  dedicated 
MCI  800  lines  are  jammed  with  custom- 
ers, the  extra  calls  will  be  automatically 
switched  onto  your  regular  business  lines. 

But  some  of  the  best  reasons  to 
choose  MCI  800  Service  are  unsurpassed 
call  quality  and  MCI  specialists  who  will 
customize  our  800  Service  to  your  needs 
and  be  there  to  answer  questions,  24  hours 
a  day  7  days  a  week. 

If  you  sign  up  now  we'll  give  you  a 
special  credit*  just  for  switching,  plus  a  sat- 
isfaction guarantee.  If  you're  not  completely 
satisfied  we'll  pay  to  re-install  you  to  your 
old  carrier 

For  even  more  reasons  to  switch, 
contact  your  MCI  Account  Representative 
or  call  1-800-888-0800. 


MCI 

Let  us  show  you: 

Credit  equal  tu  25    ot  tourth  months  bill  Customers  must  spend  S2.500+  in  that 
month  per  800  number  and  remain  an  800  Service  customer  for  one  year 

'  MCI  CommunicatRins  Cj:)rpor3tion,  1990 


 * • h  hi 


I 


IB  I) 


K!! 


vestment  Figures  of  the  Wee 


ENTARY 

eat  week  in  the  financial 
1.  The  Dow  Jones  industrial 
;  climbecj  to  on  all-time 
2935  on  June  4.  The  rally 
tied  by  a  rise  in  bond 
<^hich  were  given  strength 
II  in  commodity  prices.  But 
k  market  tell  bock  in  two 
profit-taking.  Oil-patch 
*ere  among  the  laggards, 
ult  of  o  decline  in  petro- 
ces.  Small-capitalization 
ontinued  to  trail  well  be- 
ger  issues.  Foreign  markets 
;o  lackluster. 


STOCKS 

May       Nov.  May 


May  31 -June  6 

375  1500 


BONDS 

May       Nov.  May 


THE  DOLIAR 

May  31 -June  6  May      Nov.  May 


May  31 -June  6 


364  96  1200 


360  1050 


Shearson  Lehman 
Treasury  Index 


1310  100 


■  1250  80 


J.  P.  Morgan 
Index 


52-week  change 
-hi  1.6% 

1  -week  change 
+  1.1% 

52-week  change             1-week  change 
-2.0%  +1.4% 

52-week  cha 
-5.0% 

nge             1 -week  change 
+  0.1% 

IKET  ANALYSIS 

rocKS 

Latest 

%  change 
Week  52-weeli 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

>NES  INDUSTRIALS 
iflPANIES  (Russell  1000) 
:OMPANIES  (Russell  2000) 
APANIES  (Russell  3000) 

291 1.7 
190.0 
169.9 
202.3 

1.1 
1.3 
0.7 
1.3 

15.9 
9.7 

-1.8 
8.8 

90-DAY  TREASURY  BILL  YIELD 
7n  VFAP  TDFACiiPv  RHun  vin n 

^U'TCAn   IntAjUni   DUriU  TICLU 

S&P  500  DIVIDEND  YIELD 

S&P  500  PRICE/EARNINGS  RATIO 

8.0% 
8.4% 
3.1% 
16.8 

8.0% 
8.6% 
3.1  % 
16.6 

8.4% 
8.3% 
3.3% 
12.8 

% 

change  (1 

ocal  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

N  STOCKS 

Latest 

We«k 

52-week 

5&P  500  26-week  moviriQ  av6roQ6 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

341.8 
49.5% 
0.28 
0.83 

341.3 
45.4  % 
0.30 
0.86 

Positive 
Neutral 
Neutral 
Positive 

(FINANCIAL  TIMES  100) 
[NIKKEI  INDEX) 
0  (TSE  COMPOSITE) 

2358.5 
32,953.5 
361 1.9 

0.5 
0.1 
1.3 

11.4 
-2.0 
-4.6 

»TRY  GROUPS 

BRIDGE 

INFORMATION 

SYSTEMS  INC. 

rEEK  LEADERS 

% 

4- week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

SS  AND  LOANS 

21.5 

1 1.6 

H.  F.  AHMANSON 

23.9 

4.8 

22 

RAGE  FIRMS 

18.5 

-2.3 

A.  G.  EDWARDS 

23.3 

25.4 

271/8 

:e 

17.7 

8.1 

SALOMON 

23.2 

-1.4 

25% 

m  LOANS 

17.3 

-4.2 

HOUSEHOLD  INTERNATIONAL 

22.7 

-7.3 

52 

^NCE  BROKERS 

17.1 

20.4 

MARSH  &  McLENNAN 

18.5 

26.5 

80 

'EEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  In  grovp 

%  change 
4-week         52 -week 

Price 

STATE  INVESTMENT  TRUSTS 

-1.5 

-31.5 

FIRST  UNION  REAL  ESTATE 

-3.1 

-19.5 

15V2 

i  TIME 

-1.5 

-39.4 

OUTBOARD  MARINE 

-12.2 

-53.9 

19% 

>0RTATI0N  SERVICES 

-1.3 

-1.1 

FEDERAL  EXPRESS 

-10.2 

1.3 

48^/2 

IFIED  MACHINERY 


1.4 


19.0 


DEERE 


-6.0 


18.0 


73 


ILL  EQUIPMENT  AND  SERVICES 


2.0 


41.1 


DRESSER  INDUSTRIES 


-2.7 


19.8 


50 


At  FUNDS 


MORNINGSTAR  INC 


total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

kPANESE  SMALL  COMPANY 
NT  SPECUUTOR  LEVERAGED 
\L  OF  OMAHA  GROWTH 

17.5 
16.6 
15.6 

DREYFUS  CAPITAL  VALUE 
UNITED  SERVICES  GOLD  SHARES 
LINDNER  DIVIDEND 

-2.6 
-1.4 
-1.4 

total  return 

% 

S2-week  total  return 

% 

STRATEGIES 
Y  SELEQ  ENERGY  SERVICE 
:iAL  STRATEGIC  HEALTH  SCIENCES 

60.1 
54.0 
43.9 

NATIONAL  REAL  ESTATE  INCOME 
UNITED  SERVICES  REAL  ESTATE 
PRUDENT  SPECULATOR  LEVERAGED 

-16.2 
-12.9 
-12.7 

■■I  S&P  500 

4-week  total  return 


J  Average  fund 
52-week  totol  return 


IVE  PORTFOLIOS 


r  - 

i.  J 


•*  lounts 
t    the  present 

He  $10,000 

Ml  one  year 

ill  ich  portfolio 

;s  indicate 

■d<  )tal  returns 


DATA  RESOURCES  INC. 


U.  S.  stocks 
$11,406 

+  1.66% 


Foreign  stocks 
$11,203 

-0.16% 


nil 


Treasury  bonds 
$10,826 

+  2.10% 


Money  market  fund 
$10,720 

+  0.15% 


Gold 
$9,906 

-2.61  % 


this  page  are  as  of  morket  close  Wednesday,  June  6,  1990,  unless  otherwise  indicated, 
ps  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close 


June  5,  Mutuol  fund  returns  are  as  of  June  1.  Relative  portfolios  ore  valued  as  of  June  6.  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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HOW  BUSH  CAH  KEEP 
THE  TRADE  ACCORD  ALIVE 


Credit  Karl  Marx  with  the  notion  that  economic  rela- 
tions determine  the  course  of  human  history,  borne 
out  by  the  ailing  Soviet  bloc's  new  interest  in  market 
economics.  And  credit  George  Bush  with  realizing  that  in- 
creased trade  between  the  U.  S.  and  the  Soviet  Union  is  a 
necessity  if  the  recent  Washington  summit  talks  are  truly  to 
lead  to  what  he  calls  a  new  "era  of  enduring  cooperation" 
between  the  two  nations.  The  trade  accord  initialed  by  Presi- 
dents Gorbachev  and  Bush  will  reinforce  Gorbachev's  eco- 
nomic reforms  by  linking  the  Soviet  Union  more  strongly  to 
the  free-market  structure  of  the  world  economy.  And  to 
qualify  for  most-favored-nation  treatment  in  the  U.  S.  mar- 
ket, the  Soviets  have  liberalized  emigration,  as  they  pledged 
to  do,  although  the  Supreme  Soviet  has  yet  to  pass  legisla- 
tion making  such  emigration  rights  permanent. 

The  chief  stumbling  block,  however,  may  be  the  attitude 
of  legislators  on  Capitol  Hill.  Congress,  which  must  approve 
the  trade  treaty,  seems  inclined  to  hold  it  hostage  to  Lithua- 
nia's demand  for  instant  secession  from  the  Soviet  Union. 
The  likely  result,  if  the  accord  is  rejected,  could  be  to  sour 
U.  S.-Soviet  relations  and  risk  slowing  progress  on  crucial 
issues — from  German  reunification  to  nuclear  and  conven- 
tional arms  cutbacks — that  profoundly  affect  the  security  of 
the  U.  S.  and  its  allies.  By  contrast,  America's  allies,  while 
sympathetic  to  the  Lithuanians,  are  pushing  for  relaxation 
of  Western  curbs  on  technology  trade  with  the  Soviets. 

President  Bush  has  said  he  does  not  favor  linking  the 
trade  pact  to  Lithuanian  secession.  But  he  needs  to  do  more. 
Lithuania  is  only  the  first  of  a  number  of  Soviet  republics 
that  demand  more  self-government.  The  two  superpowers 
will  face  another  long  period  of  tension  if  the  U.  S.  denies 
the  legitimacy  of  Gorbachev's  efforts  to  negotiate  such 
changes  within  the  framework  of  the  Soviet  constitution. 
While  the  U.  S.  has  rightly  refused  to  recognize  Stalin's  1939 
annexation  of  Lithuania,  Bush  should  also  urge  Lithuania  to 
negotiate  its  return  to  independence,  involving  complex  is- 
sues such  as  ethnic  minority  rights  and  borders.  And  at 
home,  he  must  mobilize  political  support  for  his  position  to 
head  off  a  major  setback  in  U.  S.-Soviet  relations  when  he 
sends  the  trade  treaty  to  the  Senate. 


NOT  ALL  'ORPHAN'  DRUGS 
DESERVE  SHELTER 


1983,  Congress  passed  the  Orphan  Drug  Act  to  pro- 
b|  i'Kite  development  of  drugs  to  treat  rare  diseases.  To 
W  reward  companies  that  came  up  with  products  for  these 
tiny  markets — drugs  with  little  or  no  profit  potential — law- 
makers gave  drugmakers  exclusive  seven-year  marketing 
rights.  But  somehow,  several  orphan  drugs  turned  into  veri- 
table cash  cows.  (Jienentech  Inc.  and  Eli  Lilly  &  Co.  together 
rake  in  more  than  ?175  million  a  year  from  growth  hormone. 


Amgen  Inc.  is  doing  even  better  with  its  anemia-fighter,! 

Now,  Congress  is  looking  at  possible  abuses  of  th 
phan-drug  law.  Critics  claim  that  some  companies 
charge  for  their  drugs  in  the  knowledge  that  purch; 
have  no  alternatives.  Other  companies  may  be  using  th 
to  get  exclusive  marketing  rights  for  products  that  c; 
used  for  far  more  than  the  rare  disease  that  earned  » 
orphan-drug  status.  If  these  abuses  undermine  the  lej  i 
tion's  credibility,  it  would  be  tragic,  since  the  law  ( 
brought  hope  to  thousands  of  victims  of  rare  disorder: 

Representative  Henry  A.  Waxman  (D-Calif.)  is  or  i 
right  track  in  pushing  a  measure  that  would  allow  ) 
than  one  company  to  win  marketing  approval  for  '  ii: 
drugs  under  certain  conditions.  If  other  companies  i 
racing  to  develop  the  same  drug,  it  probably  isn't  the  ki  : 
orphan  product  lawmakers  want  to  protect.  But  lawm<  i 
shouldn't  expect  such  competition  to  lower  prices.  Sad  : 
rience  shows  that  pharmaceutical  companies  rarely  r 
prices  to  gain  market  share,  particularly  with  a  limited-  s 
captive — market.  After  Congress  overhauls  the  Oiii; 
Drug  Act,  it  might  want  to  take  a  long,  hard  look  atK 
pharmaceutical  companies  set  prices  for  these  despeic 
needed  remedies. 


THE  CLASS  ACT 

OF  THE  CLASS  OF  70 


The  742  freshly  minted  mbas  who  graduated  fror 
Harvard  business  school  20  years  ago  were  the 
products  of  a  dramatic  effort  by  the  school's  add 
tration  to  increase  class  diversity  and  adapt  to  a  chai 
business  environment  (page  160  ).  The  31  women,  oj 
whom  was  black,  and  25  black  men  totaled  nearly  as 
as  the  B-school  had  graduated  in  its  entire  history.  And! 
white-male  classmates  were  from  a  far  wider  economic! 
cational,  and  geographic  background  than  ever  before 
The  B-school's  reach  for  diversity  foreshadowed 
changes  about  to  occur  in  both  the  U.  S.  economy  anjj 
business  workplace.  The  last  class  to  wear  jackets  an| 
to  school,  the  class  of  '70  became  one  of  the  first  to  b| 
to  abandon  them  in  the  world  of  work  as  individual  initil 
eclipsed  the  ethos  of  the  Organization  Man.  More  thah 
of  every  three  members  is  now  self-employed.  They  tre^ 
independence  over  money  and  security.  They  view 
selves  as  risk  takers,  and  nearly  half  have  worked  foil 


or  more  companies  since  graduation.  Only  13%  wc|qf'2T3tt 
companies  in  the  business  week  1000. 

Harvard's  decision  to  reach  out  came  at  a  time 
business  education  itself  was  about  to  boom  throughoi| 
country.  In  1970,  there  were  fewer  than  17,000  but 
school  graduates  nationwide.  This  year,  nearly  70,000  f 
with  MBAS  will  burst  forth  from  campuses.  For  ma|''j  iSltij 
these  graduates,  most  of  whom  are  not  sons  and  dauji***  " 


of  the  affluent,  the  MBA  wall  be  a  ticket  to  a  placejifi  j,'^'^;^^ 
business  environment  that  Harvard's  pioneering  effoiiw 
made  more  hospitable.  The  changes  in  the  B-school  !  tl 
late  1960s  are  a  case  study  in  how  education  should  adbt 
changing  times.  ' 
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Check  Into  Any 
Marriott  With  Visa  And  You'll 
Check  Out  With  A  Gift 
EveryTime. 


If  you  have  a  Visa  card,  we  have  something  special  for  you 
."cause  we'll  give  you  a  free  gift  every  time  you  use  your  Visa 
rd  to  check  into  any  Marriott  Hotel  &  Resort  or 
lites,  Residence  Inn,  Courtyard  or  Fairfield  Inn. 
lis  offer  is  available  exclusively  to  Visa  card- 
)lders  from  May  1st  through 
igust3Ist,  1990. 

You  could  receive  five  years  of 
■ek'long  holidays  at  Marriott 
sorts,  a  trip  to  the  Orient  featur- 
l  a  stay  at  the  Hong  Kong 
arriott,  or  one  of  our  many  three 

y  weekend  getaway  packages  to  some  of  the  hottest  spots 
;  the  U.S.,  from  San  Francisco  to  the  Rorida  Keys.  Plus 

iXarnott. 

TELS  RESORTS 
1-800-228-9290 


special  values  from  American  Airl^e 
dining  discounts,  and  more!         ,'" » 
Also,  remember  to  guarantee  your  Marriott 
reservation  with  Visas  Guar- 
anteed Reservation  Service. 
TTiat  way,  you  can  be  sure 
that  your  room  and  your  gift 
are  going  to  be  there,  when- 
ever you  get  there. 
So  whether  you're  planning  a  business 
trip,  a  romantic  weekend  for  two,  or  the 
family  vacation,  remember  Marriott.  And 
remember  your  Visa  card.  Because  when  you  check  into 
Marriott  with  Visa,  everyone  checks  out  a  winner. 


1-800-321-2211 


1-800-228-2800 


1-800-331-3131 


URCHASE  NECESSARY  Void  where  prohibited  Open  to  U  S  residents  18  years  or  older:  addi- 
"  age  restrictions  may  apply  to  some  prizes  Game  expires  8/31/90  or  sooner  if  gamecard 
ly  IS  exhausteo.  For  complete  ofticial  rules  and  a  gamecard,  send  a  self-addressed,  stamped 
lopetoOfficialRulesP.O.  Box  1242,  Elmhurst,  IL60126-8242by 8/31/90.  (WA residents  may 
return  postage.)  Sweepstakes  subiect  to  complete  official  rules,  which  are  available  at  par- 
iting  hotels  and  resorts.  PRIZES:  GRAND  (1)  Five  years  of  week-long  vacations  at  Marriott 
'rts  Approx  retail  value  $12,900  (odds:  1:1, 172,610).  FIRST  (5)  A  tripto  the  Orient.  Approx. 


retail  value  $10,350  (odds  1  234,522)  SECOND  (50)  Week-long  vacation  at  any  Marriott  Hotel  or 
Resort  in  the  Continental  U.S.  Approx  retail  value  SI. 930  (odds:  1.23,452).  THIRD  (200)  3-day 
weekend  Getaway  Package  at  any  Marriott  Resort  in  Continental  U  S  Approx  retail  value  $1 ,125 
(odds:  1  5,863)  FOURTH  (140,695)  2  Amencan  Airlines  $25  discount  coupons  Approx.  retail  value 
$50  (odds  1:8)  FIFH  (123,000)  Diningdiscount  at  participating  Marriott  Hotelor  Resort  restaurant. 
Approx  retail  value  $21 ,  (odds:  1:10).  SIXTH  (126,869)  Gift  Shop  30%  discount  coupon  Approx 
retail  value  $9,  (odds:  1:9).  ©Visa  U.S.A.  Inc.  1990. 
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If  chasing  down  vital  documents  is  a  problem 
that's  grown  out  of  proportion,  talk  to  us  about 
Info  Image'"  solutions. 

Capturing  images,  working  with  them,  distributing 
and  sharing  them— all  electronically— are  what 
Unisys  Info  Image  products  are  about.  And  they  do 
it  quickly  and  cost  effectively. 

Nobody  offers  you  a  more  comprehensive  set 
of  solutions  than  Unisys.They're  practical,  modular 
and  fit  into  your  existing  information  system,  no 
matter  whose  name  is  on  it. 

Info  Image  Folder  electronically  collects  entire 
files— forms,  correspondence,  diagrams,  photos— 
and  dramatically  streamlines  document  manage- 
ment. It  improves  customer  response  time,  helps 
eliminate  errors  and  free  up  personnel. 

For  banks  and  financial  service  companies. 
Info  Image  HPS  means  faster  payment  processing, 
increased  back  room  efficiency  and  Improved 
customer  service. 

Info  Image  EDMS  gives  you  better  control  of 
engineering  drawings  and  other  large  documents 
and  lets  you  integrate  vital  Information  from 
various  departments. 

We've  got  the  expertise  and  service  attitude  to 
tailor  a  system  specifically  for  you.  And  a  world- 
wide network  of  people  to  support  It. 

So  call  1-800-448-1424,  ext.  39.  We  know  how  to 
reduce  the  size  of  your  problem.  Dramatically. 

©  1990  Unisys  Corp.  Info  Image  is  a  trademark  of  Unisys  Corp. 
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WILL  THE  DOW  GO  MUCH  BEYOND  30(H)? 

■■■■■■nil      ^  , 
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Ayvygn  onand  BwvoNiTdng        .F  WINNERS 
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Its  screen  is  21  feet  wide.  And  with  one  million 
pixels,  resolution  and  brightness  are  at  levels  never 
before  attained. 

But  high-definition  rear-projection  displays 
represent  more  than  a  quantum  leap  in  picture 
quality.  For  the  applications  of  this  technology  are 
vast  and  varied. 

These  projectors  are  finding  a  place  in  automo- 
tive engineering.  In  computer  training.  In  telecon- 

t  l'imi  Hiidihi  Ltd  All  lights  reserved       Piiture  simuUled 


ferencing.  In  traffic  control.  In  power  station  1 
CAD/CAM  systems.  In  medical  diagnosis  s^ft  ifi^jp. 

And  Hitachi  is  at  the  forefront  of  this  coin.,||^jj, 
cation  revolution.  Building  displays  of  every^ij^^ 
Every  shape.  Meeting  every  need.  !  j^. 

This,  of  course,  should  come  as  no  surfis  „,^^^ 
Because  Hitachi  isn't  just  an  electronics  con^«  y,," 
Or  a  computer  company.  Or  a  household  apli 
company. 


Dur  115,200-pixel,  5"  liquid  crys 
;olor  TV  is  a  clear  standout,  too. 


Some  of  our  biggest  ideas  are  incredibly  small. 


\  re  a  US$48  billion  international  corpora- 
*  -ir  20,000  products  include  telecommunica- 
is  uipment.  Construction  machinery.  Rail 
isi  tation.  Everything  from  vacuum  cleaners 
'0  r  plants. 

li*  jding  consumer  electronics.  Such  as  you 
h  in  our  115,200-pixel  5"  liquid  crystal 
evision.  It  s  super  clear  And  it,  too,  is  • 
with  the  technological  excellence  found  in 


every  Hitachi  product.  No  matter  how  big.  Or  small. 
And  that's  the  bottom  line. 

*US$48,4Q6  million,  net  sales  for  the  year  ending;  March  31  1989  USS1  =  Y132 


0  HITACHI 

Hitachi,  Ltd.  Tokyo,  Japan 


We  ii  <f\-taUze  our  heroes 
in  stone  ?  ^  ^jj  onze,  but  unless 
we  act  quio.  ■iv^  U  see  their 
writings  crumi  i  t.  tnio  dust.  One 
^nd  a  haif  centuries  of  culture  and 
sti«nce,  millions  of  irreplaceable 


books,  newspapers,  documents, 
maps  and  drawings  are  likely  to 
be  lost  for  posterity.  Most  paper 
made  of  wood  pulp -nearly 
everything  printed  since  1850-  is 
acidic:  it  turns  brown  and  brittle. 


and  eventually  decomposes. 

But  there  is  good  news.  The 
world's  largest  library,  in 
cooperation  with  Akzo  and  our 
affiliate  Texas  Alkyls,  has  devel- 
oped a  method  to  deacidify  and 


preserve  thousands  of  IWHrariej  i 
documents  simultaneouslj 

Based  on  17  years  of^^^ 
ment,  this  process  is  now^'ij^jj^^ 
cially  viable  and  under  ex^^ 
license  to  Akzo.  We  are  i»lt,WK, 


El  libraries,  universities  of  the  world's  largest  chemical 

■  throughout  the  world.  companies,  we  are  active  in 

servation  of  history  the  fields  of  chemicals,  fibers, 

*  ^  the  major  contri-  coatings,  salt  and  health  care. 

ieved  by  our  70,000 

0  countries.  As  one 


For  more  information  please 
write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 
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For  much  of  the  '80s,  investing  was  a 
no-brainer,  but  no  more.  The  world  is 
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The  production  index  declined  for  the  week  ended  June  2.  On  o  seasonally 
adjusted  basis,  output  of  lumber,  rail-freight  traffic,  electric  power,  crude-oil  refining, 
and  paperboard  decreased.  Auto  production  was  up  sharply,  and  steel,  truck,  coal, 
and  paper  output  increased  as  well.  Before  colculotion  of  the  tour-week  moving 
average,  the  index  dropped  to  177  from  178.  For  May,  the  index  edged  up  to 
178.6  from  April's  level  of  178.2. 

BW  production  inde.  copyright  1990  by  McGraw-Hill  Inc. 


1989  1989  1990  1 

The  leading  index  increased  for  the  week  ended  June  2.  fHigher  stock  prices 
smaller  rate  of  decline  in  materials  prices,  and  a  drop  in  the  number  of  busin 
failures  offset  slower  growth  rotes  for  reol  estate  loans  and  M2.  Long-term  b< 
yields  were  flot  tor  the  week.  Before  calculation  of  the  four-week  moving  avera 
the  index  rose  to  216.3  from  216.1  in  the  previous  week.  For  the  month  of  May, 
index  rose  to  214.9  from  213.9  for  April. 

Leading  index  copyright  1990  by  Center  for  Internotionol  Business  Cycle  Reseorcti 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ° 
ago 

It.  Change 
yeor  ago 

STEEL  (6/9)  thous.  of  net  tons 

1,930 

1,937  # 

0.6 

AUTOS  (6/9)  units 

143,904 

121,509r# 

2.4 

TRUCKS  (6/9)  units 

92,593 

77,455r# 

5.3 

ELEQRIC  POWER  (6/9)  millions  of  kilowott-hours 

57,265 

51,762# 

5.2 

CRUDE-OIL  REFINING  (6/9)  thous.  of  bbl./day 

13,558 

1 3,680  # 

-1.8 

COAL  (6/2)  thous.  of  net  tons 

1 8,424  # 

19,758 

3.5 

PAPERBOARD  (6/2)  thous.  of  tons 

747.1  # 

755.2r 

-1.1 

PAPER  (6/2)  thous.  of  tons 

759.0  # 

731. Or 

2.3 

LUMBER  (6/2)  millions  of  ft. 

415.3# 

525.5 

3.5 

RAIL  FREIGHT  (6/2)  billions  of  ton-miles 

18.7# 

20.4 

4.5 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

POREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (6/13) 

155 

152 

147 

GERMAN  MARK  (6/i3) 

1.69 

1.68 

2.01 

BRITISH  POUND  (6/ 13) 

1.71 

1.69 

1.52 

FRENCH  FRANC  (6/13) 

5.69 

5.68 

6.81 

CANADIAN  DOLLAR  (6/13) 

1.17 

1.17 

1.20 

SWISS  FRANC  (6/13) 

1.43 

1.43 

1.73 

MEXICAN  PESO  (6/13)^ 

2,839 

2,839 

2,466 

Sources:  Major  New  York  bonks.  Currencies  expressed  in  units  per  U 
British  pound  expressed  in  dollors. 

S.  dollar,  except  for 

PRICEi 

Latest 
week 

Week 
ago 

7o  Change 
year  ago 

GOLD  (6/ ID  $/lroycz. 

350.500 

359.500 

-3.1 

STEEL  SCRAP  (6/12-      l  heavy,  $/ton 

1 14.50 

1 16.00 

0.0 

FOODSTUFFS  (6/111  ,ndf  x,  1 967  =  1 00 

228.1 

226.9 

2.4 

COPPER  (6/9)  4-/ib. 

1 19.3 

1 19.9 

3.9 

ALUMINUM  (6/9)  ^/ib. 

74.5 

74.5 

-19.0 

WHEAT  (6/9)  #2  hard,  $/bu. 

3.77 

3.86 

-4.8 

COTTON  (6/9)  strict  low  middling  1  - 1  / 1 6  in.,  ?/lb. 

77.42 

78.73 

25.7 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


%CI| 
ye<| 


STOCK  PRICES  (6/8)  S&P  500 


364.17 


361.48 


CORPORATE  BOND  YIELD,  Aaa  (6/8) 


9.27% 


9.38% 


INDUSTRIAL  MATERIALS  PRICES  (6/8) 


103.1 


103.8 


BUSINESS  FAILURES  (6/1) 


261 


277 


REAL  ESTATE  LOANS  (5/30)  billions 


$371.3 


$370.8 


MONEY  SUPPLY,  M2  (5/28)  billions 


$3,284.8  $3,283.0r 


INITIAL  CUIMS,  UNEMPLOYMENT  (5/26)  thous 


356 


342r 


Sources:  Stondord  &  Poor's,  Moody's,  Jourryal  of  Commerce  (index:  1980—100), 
Brodstreet  (failures  of  lorge  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  s< 
oily  adjusts  data  on  business  failures  and  real  estate  loons. 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wed.  final  setting,  Chicago  mkt.,  Commodity  Research  Bureau,  Metals 
Week,  Kansos  City  mkt.,  Memphis  mkt. 


latest 
month 

Month 
ego 

1 

BUSINESS  WEEK  PRODUQION  INDEX  (May) 

178.6 

178.2r 

BUSINESS  WEEK  LEADING  INDEX  (May) 

214.9 

213.9r 

RHAIL  SALES  (May)  billions 

$146.8 

$147.9r 

INSTALLMENT  CREDIT  OUTSTANDING  (Apr )  bi 

lions  $720.9 

$720.3 

Sources:  BW,  CIBCR,  Census  Bureau,  Federal  Reserve  Board 

MONETARY  INDICATORS  1 

Latest 
week 

Week 
ago 

ydi 

MONEY  SUPPLY,  Ml  (5/28) 

$803.7 

$806.9r 

BANKS'  BUSINESS  LOANS  (5/30) 

323.0 

323.9 

'( 

FREE  RESERVES  (5/30) 

40  Ir 

645r 

> 

NONFINANCIAL  COMMERCIAL  PAPER  (5/30) 

146.5 

147.7 

Sources:  Federal  Reserve  Boord  (in  billions,  except  for  free  reserves, 

a  two-week  period  in  millions). 

which  are  expresjl 

MONEY  MARKET  RATES  1 

Latest 
week 

Week 
ago 

i 

FEDERAL  FUNDS  (6/12) 

8.23% 

8.27% 

PRIME  (6/13) 

10.00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (6/12) 

8.14 

8.10 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/13) 

8.22 

8.23 

EURODOLUR  3-MONTH  (6/6) 

8.23 

8.24 

ttiea 
fesou 


perfoi 
thele, 

fo 
hh 


Sources:  Federol  Reserve  Board,  First  Boston 


it  Row  dota  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chort);  other  components  (estimoted  and  not  listed)  include  machinery  and  defense  equf 
1  -=  Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.        3  =  Free  market  value        N A  =  Not  available        r  =  revised        NM  =  Not  meaningful 
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The  Private  Bank 
at  Bankers  Trust 


The  advantages  of 

a  merchant  bank  to  today's 

private  banking  client. 


Today's  global  economic  environment  is  such  that  financial 
perspectives  vary  widely.  For  some,  it  is  a  rocky  terrain  where  one 
treads  with  prudence.  For  others,  it  is  a  fertile  field  of  opportunity. 

At  Bankers  Trust,  we  believe  that  financial  security  and  finan- 
cial sophistication  should  not  be  mutually  exclusive. 

As  a  bank  whose  traditional  foundation  is  that  of  a  personal 
trust  company,  our  purpose  is  to  protect  and  enhance  wealth. 
But  as  part  of  a  global  merchant  bank,  our  unique  strength  is 
the  ability  to  offer  wealthy  individuals  access  to  sophisticated 
resources  as  well — from  foreign  currency  to  merger  and  acqui- 
sition capabilities. 

We  are  a  highly  experienced  private  bank  dedicated  to 
performance  and  personal  service.  And,  as  an  integral  part  of 
the  leading  U.S.  merchant  bank,  we  offer  a  full  spectrum  of 
financial  services. 

For  those  seeking  such  a  distinct  blend  of  financial  expertise, 
The  Private  Bank  at  Bankers  Trust  invites  you  to  consider  its 
advantages. 
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Helped  JC  Penney 
Save  ^60  Adillion 
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When  JCPenney  moved  to  Texas,  they  saved  enough  money  on  office  space 
alone  to  cover  their  moving  costs  in  a  hurry.  They  also  cut  their  utility  hill  in 
half.  And  quit  paying  a  state  income  tax.  To 
find  out  more,  call  for  a  free  copy  of  our  hook. 


512-320-9636 


6D-CA 


BusinessWeek 


l-IN-CHIEF:  Stephen  B.  Shepard 
mC  EDITOR:  John  A.  Dierdorff 
I:  William  Wolman 
ANT  MANAGING  EDITORS: 

/laugiian.  Mark  Morrison.  Anthony  J.  Parisi 
RECTOR:  Malcolm  Frouman 

!  EDITORS:  Bob  Arnold,  Nancy  Cardwell,  Robert  J,  Dowl- 
uart  Jackson,  Richard  F,  Janssen,  Geoff  Lewis,  Sally 
Ciro  Scotti.  Lee  Walczak  (Washington),  G.  David  Wal- 
eymcur  Zucker 

lAL  PAGE  EDITOR:  John  E.  Pluenneke 

tF  CORRESPONDENTS:  Keith  G.  Felcyn 

ATIONAL  EDITION  EDITOR:  Frank  J  Comes 

WRITERS:  Anthony  Bianco,  John  A   Byrne.  Judith  H. 

iski,  John  Hoerr,  Gene  G.  Marcial,  Bruce  Nussbaum, 

earson,  OtiS  Port,  Chris  Welles.  Brenton  Welling 

Wl  EDITORS:  Duane  E.  Anderson.  Robert  Barker,  Eliza- 

irlich.  Marc  Frons.  William  J  Holstein,  Jeffrey  M.  Lader- 

'illiam  D.  Marbach,  Mark  N  Vamos 

)R,  EDITORIAL  SYSTEMS  &  OPERATIONS:  Thomas  J.  Reed 

SYSTEMS  MANAGER:  Richard  I  Ulman 

:  EDITOR:  Lawrence  Lippmann 

IICS:  James  C.  Cooper  {Business  Outlook  editor).  Kath- 
idigan  (Assoc.).  Karen  Pennar  (Economics  editor),  Chris- 
■arrell  (Assoc.).  Michael  J,  Mandel  (Assoc  ).  Gene  Koretz 
nic  Trends  editor).  William  Glasgall  {International) 
i  MENT  EDITORS:  Books:  Demse  Demong  Corporate  Fin- 
rry  Lighi,  David  Zigas  (Assoc  )  Industries:  Thane  Pelerson 
tion  Management:  Jeffrey  Rothfeder  Information  Pro- 
John  W  Verity  International  Edition:  Elizabeth  Weiner 
ional  News:  Peter  Galus^^a  Investment  Banking:  Jon 
Labor:  Aaron  Bernstein  Legal  Affairs:  Michele  B  Galen 
ig:  Christopher  Power,  Amy  Dunkin  (Assoc )  Markets  & 
ents:  Gary  Weiss  Media:  Susan  Duffy  Money  &  Banking: 
ehan.  News:  Harris  Collmgwood  People:  Peter  Finch  Per- 
jstness:  Donald  H  Dunn.  Science:  Emily  T  Smith  Score- 
Hoberi  Mims  Telecommunications:  Peter  Coy  Transpor- 
iichael  Oneal 

ITORS:  Brian  Bremner,  Deidre  A  Depke.  Naomi  Freundlich, 
iger.  Fred  F  Jespersen.  Mark  Landler.  Leah  J  Nathans, 
ieed.  Monica  Roman,  Andrea  Rothman,  Troy  Segal,  Suzanne 

IT  EDITOR:  Laura  Zinn 

ITORS:  Harry  Maurer  (Deputy  chief),  Michael  Mercuric.  Joan 
Vsst.  chiefs):  Marc  Miller,  Jack  Bobbins.  Jim  Taibi  (Sr.  Copy 
fim  Belknap,  Pam  Black,  Prudence  Crowther,  Carl  Desens, 
sen,  Aleta  Kaufman,  Cynthia  McClean,  David  Pengilly,  Malka 
arbara  Tierney,  Oalia  Kandiyoti,  Kim  Jacobs,  Aida  Rosano, 
Stead  (Researchers) 
^TION  COPY  EDITORS:  Donald  Halsband  {Chief),  Hallberg 
ison.  Robert  S  Norman;  Celine  Keating.  Karen  Leiner,  Ste- 
^omanotl 

a  Baer,  Steven  Taylor  (Deputy  directors),  Jen  Hansen,  Eric 
9  (Assoc.  directors),  Pamela  Harris,  Craig  Socia  (Asst  direc- 
phlcs:  Arthur  Eves  (Director).  Joan  Danaher  (Deputy  direc- 
Doyle  (Sr.  Illustrator).  Laurel  Daunis.  Ray  Vella  (Illustrators) 
jn;  Mary  Lee  Schneider  (Mgr ).  Stephen  J   Romeo  (Asst 

Sue  Bloom  (Deputy  Picture  editor),  Scott  Mlyn  (Assoc  Pic- 
Todd  James,  Anne  Murray.  Ronnie  Weil  (Asst  editors) 
Daly  (Researcher).  Bettina  Baudoin  (Researcher  -  Pans) 
;  (Traffic),  Lawrence  Crovi/e  (Librarian) 
i;  I  OPERATIONS:  Albert  E  Baker,  Richard  Salestrino,  A  Pe- 
Yvonne  Rodriguez,  Claire  Worley  (Production  managers) 
.  Dowd,  Sharon  L.  Eng,  Fidel  Lee.  Jose  L.  Martin.  Jane  M 
Craig  Sturgis,  Karen  Turok,  Use  V  Walton,  Nicholas  White, 
:her  (Makeup  editors).  Felix  Lmdicy  (Makeup  ass' )  Donald 
1  {Traffic  manager).  Dale  I.  Arnold,  Edgardo  Torres  (Produc- 
t 

'  )NDENTS:  Jerome  Zukosky  {Deputy  chief)  Atlanta:  Chuck 
:  ^gr),  Waiecia  Konrad  Boston:  Keith  H  Hammonds  (Mgr ), 
ski,  Gary  McWilhams  Chicago:  James  E  Ellis  (Mgr ),  David 
;evin  Kelly,  Julia  Flynn  Siler,  Lois  Thernen  Cleveland:  Za- 
Her  (Mgr ),  Maria  Mallory,  Stephen  Phillips  Connecticut: 
5l  (Mgr),  Lisa  Dnscoll.  Dallas:  Wendy  Zellner  (Mgr),  Jim 
enver:  Sandra  0  Atchison  (Mgr),  William  C  Symonds  (Sr 
Jent).  Detroit:  James  B.  Treece  (Mgr),  David  Woodruff 
Mark  Ivey  (Mgr)  Los  Angeles:  Ronald  Grover  (Mgr), 
Urong  (Sr  Correspondent),  Kathleen  Kerwin,  Eric  Schine 
I  DeGeorge  (Mgr ),  Antonio  N.  Fins.  Minneapolis-St.  Paul: 
tchell  (Mgr.).  Philadelphia:  Joseph  Weber  (Mgr )  Pitts- 
?gory  L  Miles  (Mgr ),  Michael  Schroeder  San  Francisco: 
Hamilton  (Mgr),  Richard  Brandt,  Barbara  Buell,  Robert  Hof, 
).  Seattle:  Don  Jones  Yang  (Mgr)  Washington:  Stephen 
Ti  (Sr  News  Editor),  Stan  Crock  (News  Editor),  Amy  Borrus. 

,  John  Carey,  Paula  Dwyer,  Dean  Foust,  Susan  Garland, 
3ckman,  Dave  Griffiths,  Douglas  A  Harbrecht.  Bill  Javetski, 
Paut  Magnusson.  Mike  McNamee,  Seth  Payne,  Tim 
lenne  Yang  Bonn: John  Templeman  (Mgr),  Gail  Schares 
Jonathan  Kapstein  (Mgr).  Hong  Kong:  Dinah  Lee  (Mgr), 
dio  London:  Richard  A.  Melcher  (Mgr),  Mark  Maremoni 
'ty;  Stephen  Baker  (Mgr.)  Moscow:  Rose  Brady  (Mgr) 
-art  Toy  (Mgr),  Jonathan  B  Levme,  Btanca  Riemer  Rome: 
int  (Mgr ).  Sao  Paulo:  Jeffrey  Ryser  (Mgr )  Tokyo:  Robert 
Neil  Gross,  Ted  Holden. 
L  SERVICES:  Broadcasting:  Ray  Hoffman  Business 
Barbara  Boynton  Information  Services:  Jude  Hayes 
■udi  Crowe  (Asst  editor),  Dana  Gordon,  Fred  Katzenberg, 
ami,  Rex  Long  Public  Relations:  Chnstine  Summerson, 
Coppola  Reprint  Permission:  Vivian  j  K  Bettor 
Ron  Brayer,  Courtenay  Eddy 
I:  John  W  Patten 

RECTOR  OF  MARKETING:  John  J  Bedell 

DERATIONS:  Garv  B  Hopkins 
(NATIONAL:  Gerd  Hmske,  Earl  S  Moore,  Jr 
INC  &  DEVELOPMENT:  Barbara  Munder 
.ATIOH:  Kitty  Carroll  Williams 

:  Constance  E.  Bennett  (San  Francisco),  John  R  Camp- 
)rd),  Charles  W  Hennessy  (Philadelphia),  Inwin  Kornfeld 
Thomas  O  McDonough  (Chicago) 
ADVERTISING  BUSINESS:  Linda  F  Carvalho 
PRODUCTION:  Mario  J  Talluto 


STAMP  OUT  TOBACCO  SUBSIDIES, 
NOT  VENDING  MACHINES  

Regarding  "Where  there's  smoke, 
there's  a  crackdown"  (In  Business 
This  Week,  June  11),  Health  &  Human 
Services  Secretary  Dr.  Louis  Sulhvan's 
attempt  to  persuade  the  states  to  outlaw 
cigarette  vending  machines  and  to  li- 
cense sales  of  cigarettes  surely  is  a  joke. 
Unless  I'm  mistaken,  the  Federal  gov- 
ernment subsidizes  tobacco  growers, 
and  it  is  here  that  Dr.  Sullivan  should 
direct  his  efforts — toward  the  elimina- 
tion of  these  senseless  subsidies. 

J.  Richard  Guest 
Dallas 


P&G'S  ATTACK  ON  THE 
'BIOODY  CUP'  AD  WAS  JUSTIFIED 

■ disagree  with  your  commentary  that 
p&G's  handling  of  the  "bloody  cup"  ad 
"smacks  of  intimidation  and  misuse  of 
the  company's  economic  might"  ("P&G 
can  get  mad,  sure,  but  does  it  have  to 
get  even,"  Top  of  the  News,  June  4). 

The  premise  that  Procter  &  Gamble 
Co.'s  use  of  coffee  beans  from  El  Salva- 
dor fuels  "misery  and  death"  is  about  as 
valid  as  contending  that  investors  in 
U.  S.  savings  bonds  or  all  U.  S.  taxpay- 
ers are  responsible  for  killing  children 
and  civilians  in  any  war  that  has  been 
fought  in  the  last  50  years. 

P&G  Chairman  Edwin  L.  Artzt  is  only 
defending  his  company  and  its  right  to 
operate  free  of  paranoia  about  the 
causes  of  the  right  or  left  in  our  society. 

Richard  Hodgetts 
Marietta,  Ga. 

To  assert  that  a  corporation  should 
continue  to  finance  a  mouthpiece  for 
the  most  repulsive,  false,  and  hateful 
ideological  smear  campaign  against  it  is 
almost  beyond  belief.  That  such  an  as- 
sertion could  be  published  in  the  leading 
business  magazine  is  sad. 

Boris  Petrov 
Los  Altos  Hills,  Calif. 

iow  I've  seen  everything!  Living  as 
I  do  in  Seattle,  I  am  accustomed  to 
left-wing  opinions  that  are  expressed  in 
the  daily  news,  but  in  BUSINESS  week? 


C'mon  guys,  Procter  &  Gamble  is  a 
business,  not  a  social  welfare  agency. 

Elana  Russell 
Seattle 

To  say  that  "...  P&G  could  have  con- 
signed the  ad  to  obscurity  by  ignor- 
ing it"  is  naive.  Activist  groups  simply 
do  not  allow  their  pet  issues  to  remain 
obscure,  and  to  think  that  ignoring  this 
diatribe  would  have  prevented  the  activ- 
ists from  broadcasting  this  issue  further 
is  doubly  naive. 

Robert  B.  Wolcott  Jr. 
Glendale,  Calif. 

THE  BIG  DIFFERENCE  BETWEEN 
MULTINATIONAL  AND  STATELESS 

*^Che  stateless  corporation"  (Cover 
I  Story,  May  14)  explored  reasons 
why  such  corporations  are  emerging. 
But  what  are  the  challenges  and  pitfalls 
companies  experience  to  get  there? 

As  a  $2.3  billion  corporation  owned  by 
French,  Japanese,  and  U.  S.  companies, 
we  have  over  45,000  employees,  all  of 
whom  have  been  operating  within  a 
global  framework  for  some  time.  The 
benefits  are  numerous,  but  the  efforts 
required  to  move  from  a  multinational 
mindset  to  a  global  one  are  also  great. 

Overseas  offices  must  become  true 
partners  instead  of  appendages  or  alter- 
nate distribution  channels,  and  compa- 
nies must  find  a  way  to  establish  one 
voice,  one  identity  that  addresses  the 
many  concerns  of  its  customers  and  con- 
stituents around  the  world.  Although 
these  changes  do  not  happen  overnight 
and  may  mean  turning  the  organization- 
al structure  upside  down,  the  opportuni- 
ties make  it  well  worth  the  investment. 

David  L.  Dotlich 
Executive  Vice-President 
Corporate  Relations 
Bull  HN  Information  Systems  Inc. 

Billerica,  Mass. 


IN  NEW  HAMPSHIRE,  PIT  BULL 
SUNUNU  WAS  JUST  THE  PITS 

It  was  interesting  to  read  about  "King 
John,"  as  Sununu  was  known  in  New 
Hampshire  ("White  House  pit  bull,"  Top 
of  the  News,  May  28).  Yes,  he  erased  a 
deficit  at  the  start  of  his  governorship, 
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but  left  us  with  one  to  the  tune  of  $160 
million,  necessitating  draconian  budget 
slashes,  including  the  firing  of  hundreds 
of  state  employees. 

As  for  his  health  measures,  reforms 
were  begun  by  the  late  Governor  Hugh 
Gallen,  a  Democrat,  and  were  in  the 
area  of  mental  health.  Where  people 
once  languished  in  a  19th  century  insti- 
tution, they  now  languish  on  20th  centu- 
ry streets. 

Patty  Miller 
Dennis  Murphy 
Pittsfield,  N.  H. 

DELIVERING  THE  FACTS 
ABOUT  UPS  

Regarding  your  article  "Can  UPS  de- 
liver the  goods  in  a  new  world?" 
(The  Corporation,  June  4),  I  felt  there 
were  several  debatable  points. 

First,  you  mentioned  twice  that  United 
Parcel  Service  Teamsters  have  never 
gone  on  strike.  I  know  that  the  Team- 
sters went  on  strike  in  the  New  Jersey 
area  in  the  late  1970s.  Incidentally,  com- 
petitors are  using  this  point  as  leverage 
to  sway  customers.  I  would  have  to 
agree  that  a  strike  is  improbable  at  this 
time,  since  it  would  severely  hurt  both 
management  and  the  union. 

The  article  also  states  a  UPS  "starting 
salary:  a  hefty  $16  an  hour."  This  is 
incorrect,  as  drivers  earn  $10  to  $11  per 
hour,  only  to  top  out  at  $16  per  hour  two 
years  later. 

Finally,  as  to  your  reference  to  the 
driver  as  "one  of  the  satisfied  ones." 
This  job  dispute  seems  to  be  directly 
related  to  geographical  location.  Drivers 
are  paid  very  similarly  nationwide.  Ar- 
eas where  the  cost  of  living  is  high,  such 
as  the  Northeast  and  West  Coast,  have 
more  dissatisfied  drivers. 

Unfortunately,  high-cost-of-living  ar- 
eas usually  coincide  with  high-pressure 
delivery  service  areas. 

Edward  A.  Hillman 
UPS  driver 
Atlantic  Highlands,  N.  J. 

I am  probably  not  very  objective  about 
how  UPS  treats  its  drivers  because  my 
father  worked  there  for  20  years.  Your 
article  about  UPS  was  for  the  most  part 
fairly  objective. 

The  one  thing  that  caught  my  atten- 
tion were  the  statements  that  the  Team- 
sters have  never  had  a  strike  against 
UPS.  I  checked  this  with  my  father,  and 
he  confirmee  that  he  had  been  on  strike 
twice:  once  tor  6  v/eeks  in  1970  and 
again  for  13  ^. '  eks  ir  1977.  The  strike  in 
1977  involved  as  i  •  iny  as  13  or  14 
states. 

It  seems  that  UPS  never  acknowledges 
that  there  are  some  serious  problems 


CORRECTIONS  &  CiARIHCATIONS 

The  BUSINESS  WEEK  Mutual  Fund  Fam- 
ily Scoreboard  ("Mutual  funds,"  Cover 
Story,  June  11),  contained  incorrect 
year-to-date  performance  data.  A  cor- 
rected and  updated  table  appears  on 
page  84. 

In  a  paragraph  about  charities  selling 
their  donors'  names  to  other  groups 
("Halting  the  Junk-Mail  Juggernaut," 
Personal  Business,  Apr.  16),  we  cited  a 
case  in  which  a  New  Yorker's  mailbox 
was  flooded  with  pornography  after 
she  sent  a  contribution  to  AIDS  re- 
search. Further  checking  indicates  the 
incident  was  an  isolated  event.  We  re- 
gret generalizing  from  one  unfortu- 
nate incident. 


between  management  and  the  union.  I 
guess  you  could  say  UPS  has  the  tightest 
lips  in  the  shipping  business. 

Daniel  L.  Howard,  Jr. 
Portland,  Me. 

Editor's  note:  There  have  been  several 
regional  strikes  against  UPS,  but  never 
a  systemwide  strike  based  on  the  na- 
tional Teamsters'  contract.  As  for 
wages,  drivers  for  VPS  start  as  low  as 
$11  a?i  hour,  but  can  get  several  dol- 
lars more  based  on  experience  and  se- 
niority. 

For  many  years  I  had  a  love  affair 
with  UPS  when  they  went  national  in 
the  1960s.  My  mail-order  company  shift- 
ed all  of  its  package  business  from  the 
post  office  to  United  Parcel.  The  service 
was  faster  and  cheaper,  and  they  picked 
up  from  our  warehouse. 

But  they  had  (and  still  have)  one  out- 
standing weakness.  They  do  not  pick  up 
or  deliver  on  weekends.  Consequently 
they  (and  we)  lose  52  days  of  delivery 
time — more  than  100  days,  if  Sundays 
are  included.  The  U.  S.  Postal  Service 
provides  Saturday  service.  This  may  not 
seem  important  to  the  9-to-5  company, 
but  it's  essential  to  a  7-day-a-week,  mail- 
order company. 

Spencer  Howell 
Silver  Spring,  Md. 

THE  WRONG  PRESCRIPTION 

lOR  SWELLING  HEALTH  CARE  COSTS 

low  interesting  that  certain  corpo- 
Irate  health  managers  are  viewing 
such  health  problems  as  heart  disease  or 
cancer  as  "  'illnesses  of  choice'  because 
the  conditions  can  be  alleviated  or  even 
prevented  by  changes  in  lifestyle" 
("Health  care  costs:  Trying  to  cool  the 
fever,"  Top  of  the  News,  May  21). 


Several  million  Americans  who  suf  r 
from  these  conditions  would  be  glado 
know  this,  particularly  those  who  h;e 
been  advised  that  their  illnesses  mit 
likely  derive  from  genetically  inherid 
factors  or  from  the  toxicity  of  tlr 
workplaces. 

It  is  also  noteworthy  that  certain 
porations  have  actually  gone  ahead  w| 
monetary  penalties  for  those  targep  — 
"sickies."  Such  an  attitude  takes  bottti- 
line  corporate  scoundrelism  to  n;. 
depths.  t 
Drage  Vukce\ 
Columbia,  ] 


Twenty  percent  of  diabetic  hosp 
admissions  are  for  foot  infectk 
which  become  a  $200  million  direct  ho 
tal  cost.  Thirty-five  thousand  major 
putations  are  performed  on  diabe 
each  year.  When  podiatrists  are  direi 
involved  with  comprehensive  care  of 
diabetic,  amputations  can  be  prever 
507o  of  the  time. 

To  tell  a  diabetic  that  podiatric  can 
prevent  his  or  her  amputation  is  con 
ered  a  "Cadillac  cost"  is  cruel  and  m 
cally/legally  questionable.  > 
Richard  G.  Macdonald,  D.ll 
Pei 


Espies 


JAPAN  INC.  ISN'T  EXPLOITING 
THE  HOME  MARKET 


Edward  Toner  Jr.'s  letter  in 
1 


Reacli  i 

iReport  ("How  'dumping'  helps  Jaaj 
outdo  the  U.  S.,"  June  4)  is  disturbinfi 
typifies  the  fuzzy  thinking  that  pervjej 
most  of  what  is  said  on  the  subjecoj 
fair  trade  with  Japan. 

Japan  is  not  a  consumerist  soci!3| 
This  isn't  the  result  of  "corporate  M 
cism"  or  government  oppression  hula 
cultural  attitudes  that  place  higher  vu  j| 
on  quality,  service,  and  status  tharp 
price.  Of  course,  these  attitudes  ir 
slowly  changing,  but  it  would  be  fo(3  'H 
for  companies  not  to  profit  from  curjt  ,i. 
conditions.  j " , 

Toner  should  also  know  better  that'"! 
depend  on  his  local  car  dealer  for  ai's^ 
rate  information  about  internatiii 
business.  In  fact,  both  Nissan's  Inli 
Q45  and  Toyota's  Lexus  LS400  are  f] ' « 
in  Japan,  though  the  Lexus  name  is^duu 
used  there.  So  much  for  the  corpoil  . 
fascists  cruelly  forcing  the  common  i;  '" 
anese  working  man  to  aspire  no  hi]k< 
than  a  Camry  for  his  tireless  toil. 

Mitchell  L.  SpJi 
Ch^l 


Letters  to  the  Editor  should  be  sent  to  Re 
Report,  Business  Week.  1221  Avenue  of  the /|6 
cas,  New  York,  N.  Y.  10020.  Fax:  (212)  512- 
Telex:  12-7960.  Intl.  4998204.  All  letters  rriL 
elude  an  address  and  daytime  and  evenini 
phone  numbers.  We  reserve  the  nght  to  edit 
for  clarity  and  space. 
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Mnalk  There's  A  Hotel 
Takes  A  Personal  Interest 


hat 
nYou. 


Exclusi  vely  For 
American  Express^ 
Cardmembers 

As  a  business  traveler,  you 
know  how  it  feels  when  a  hotel  treats 
you  like  just  another  face  in  a  crowd. 

But  that's  not  going  to  happen 
at  an  Embassy  Suites®  hotel.  Not  if 
you're  an  Embassy  Suites  Diplomat 
— a  new  class  of  business  traveler 
offered  exclusively  to  American 
Express®  Cardmembers. 

From  your  Diplomat  applica- 
tion, we  know  more  than  just  your 
name.  We  know 


important  to  you  when  you're 
on  the  road.  Whether  it's  a  suite  with 
a  king-size  bed  or  a  non-smoking 
suite,  it's  yours.'*  Because 
we're  dedicated  to 
our  Diplomats.  And 
committed  to  their, 
comfort  and 
satisfaction. 


As  an  Embassy  Suites  Diplomat, 
you  won't  have  to  worry  about  getting 
a  room  if  you  get  in  late.  Because 
when  you  call  1-800-EMBASSY  and 
reserve  your  suite  using  American 
Express®  Assured  Reservations,**  we 
preassign  your  preferred  suite.  And 
we  fax  you  your  written  con- 
firmation number  to  prove  it. 

You  won't  have  to  wait 
long  to  check  in,  either.  Because 
you're  preregistered  when  you 
make  your  reservation.  Sn  when 
you  arrive,  simply  give  us  your  Diplo- 
mat number,  sign  in,  and  go  to  youi' 
suite.  To  check  out,  just  drop  off  your 
key  at  the  desk.  And  you're  on  your  way 
As  a  Diplomat,  you'll  also  receive 
a  handsome  luggage  tag  that 
sets  you  apart  from  the  crowd. 
And  a  personalized  Diplomat 
card  that  gives  you  access  to  all 
the  extras  you've  come  to  expect 
from  the  Embassy  Suites  hotels. 
Like  a  spacious  two-room  suite. 
Complimentary  breakfast  daily. 
And  a  two-hour  complimentary 
manager's  reception^  nightly 
It's  time  you  got  the  recognition 
you  deserve.  So  apply  for  your  Diplo- 
mat card  today  Call  1-800-EMBASSY 

^o^PtoknowV*^''  application, 
ME  15  TO  )  or  pick  one  up 
at  any  of  our 
almost  100  Embassy  Suites 
hotels  nationwide. 


And  remember, 
Diplomat  mem- 
bership is  ex- 
clusively 


for  Americ.iii 
Express 
Cardmembers 
If  you  are  not 
already  an  American 
Express  Cardmember, 
please  call  1-800-THE- 
CARD. 

We'd  like  to  get  to 
know  you  better. 


Alembershi/) 

r-m  Mr%  A  r^r^-v/  Has  Its  Privileges  ' 

EMBASSY 
SUITES 

O  T  E  L 

1-800-EMBASSY  Don't  leave  home  without  it.® 


GARFIELD:  ©  1978  United  Feature  Syndicate,  Inc 


pkmat  membership  is  exchisft-ely  for  American  Express®  Cardmembers.  *Subjet-t  to  availability.  **Be  sure  to  ask  about  restrictions  and  cancellation  requirements  when  you  cal  +  Subject  to  state  and  local  laws. 


out  IBM,  as  they  get  older  their 
seems  to  be  iir^rovingr 

'"I  run  our  company's  data  center,  and  I  ve  known  IBM 
since  the  punch  card  days.  Back  then,  they  wouki  show  up  and 
rd  take  notes.  How  different  today.  Now  I  go  to  their  meetings 
and  they  take  notes. 

"If  they Ve  planning  a  new  system  or  creating  new  soft- 
ware, thevll  ask  me  what  I  think  of  it,  and  thev  dont  fish  for 
compliments. 

"What  a  switch.  Here  I  d  always  planned  around  IBM. 
Now  theyVe  planning  around  me." 

Tlie  Solution.  If  IBM  has  one  mission  it  s  to  help  our 
customers  solve  problems.  Which  means  wed  l^etter  know  what 
their  problems  are,  and  that's  why  we  have  Customer  Councils. 

On  a  regular  basis,  we  sit  down  with  customers  to  talk 
about  new  directions  and  to  hear  whatever  else  they  might  have 
to  say.  As  a  result  we've  improved  our  products,  our  services  and, 
in  fact,  ourselves.  So  when  customers  are  — — 
happy  w  ith  a  new  IBM  system,  there's  z  -—— 

good  reason  for  it.  They  helped  us  design  it.  =  ZZTT  z:  t  ^ 


THE  FEMALE  ADVANTAGE: 
WOMEN'S  WAYS  OF  LEADERSHIP 

By  Sally  Helgesen 

Doubleday/Currency  •  263pp  •  $19  95 


MANAGING  LIVES:  CORPORATE  WOMEN 
AND  SOCIAL  CHANGE 

By  Sue  J  M  Freeman 

University  of  Massachusetts  •262pp  •  $35 


THE  CORPORATE  WOMAN: 
IS  SHE  REALLY  DIFFERENT? 


What  would  the  corporate  world 
be  like  if  women  ran  it? 
Would  managers  set  out  fresh 
fruit  and  oat  bran  muffins  to  encourage 
healthy  eating,  as  does  Ford  Motor  Co.'s 
Nancy  Badore?  Would  chief  executives, 
like  entrepreneur  Barbara  Grogan,  greet 
colleagues  with  bear  hugs  before  meet- 
ings? Would  presidents  offer  tips  on 
sorting  the  mail,  as  does  radio  station 
owner  Dorothy  Brunson?  Would  execu- 
tives assign  "homework"  to  keep  senior 
staff  "stretching  and  growing,"  a  habit 
of  the  Girl  Scouts'  Frances  Hesselbein? 

Too  bad  these  are  the  kinds  of  ques- 
tions that  spring  to  mind  after  one  reads 
Sally  Helgesen's  The  Female  Advan- 
tage: Women's  Ways  of  Leadership. 
Helgesen's  thesis— that  women  have  a 
unique  perspective  that  companies 
should  encourage — raises  serious  issues. 
But  Helgesen  leaves  readers  focused  on 
relatively  minor  details  rather  than  pon- 
dering tii"  role  of  gender  in  leadership. 

That's  because  the  liveliest  parts  of 
her  book  are  "diary  studies"  of  women 
managers.  Helgesen  recounts  a  day  with 
Badore,  dire  tor  of  Ford's  executive  de- 
velopment ct; v^er;  Grogan,  founder  of 
Western  Indus;,-!;u  Contractors;  Hessel- 
bein, who  rect  ' '  y  retired  as  the  Girl 
Scouts'  national  ■  ^^.c-utive  director;  and 
Brunson,  presidei  -f  Brunson  Commu- 
nications, a  media  c  i  ipany  also  involved 
in  food  service.  Heig  ;  en  has  an  eye  for 
the  telling  detail.  On  Grogan's  dash- 


board, we  learn,  is  a  placard  that  reads, 
"I  am  powerful,  beautiful,  creative,  and 
I  can  handle  it!" — a  gift  that  helps  her 
through  tough  times.  We  watch  Brun- 
son, in  trying  to  negotiate  a  catering 
deal  with  the  Marriott  hotel  chain,  cope 
when  a  waiter  who  works  for  her  spills 
iced  tea  on  a  Marriott  lawyer.  By  focus- 
ing on  the  waiter's  distress,  she  eases 
the  tension. 

Helgesen,  formerly  a  contributing  edi- 
tor at  Harper's,  says  her  studies  prove 
that  women  share  traits  that  make  them 
better  managers  than  men;  greater  con- 
cern for  relationships,  disdain  for  com- 
plex rules  and  authoritarian  structures, 
and  an  emphasis  on  process  rather  than 
product.  But  her  vivid  diaries  overshad- 
ow the  larger  issues.  Next  to  concrete 
observations — we  hear  Hesselbein  bris- 
tle at  the  idea  of  calling  six-year-old  girls 
a  "target  group"  for  the  Brownies — Hel- 
gesen's generalizations 
about  "feminine  princi- 
ples" seem  dry  and  un- 
convincing. 

Moreover,  instead  of 
doing  contrasting  stud- 
ies of  successful  male 
managers,  Helgesen  re- 
lies on  those  recorded 
by  "management  .scien- 
tist" Henry  Mintzberg 
in  his  1973"  The  Nature 
of  Managerial  Work. 
She  agrees  that  some  of 


en  and 
women  are 
neithe?' 
inherently 
aggressive  nor 
nurturing;  traits 
change  according 
to  the  situation 


the  differences  she  finds  reflect  char- 
ing times.  But  using  Mintzberg's  stuf  ; 
anyway  begs  the  question  of  whet 
it's  fair  to  compare  female  managers 
the  late  '80s  with  Organization  Men; 
the  '60s.  Managers  of  either  sex  can  ] 
up  pointers  from  this  book.  But  He! 
sen  fails  to  show  that  the  managers 
profiles  are  exceptional  because  they 
women,  as  she  maintains,  rather  tl 
because  they  are  remarkable  indi\  i(hi 
That's  an  issue  Sue  J.  M.  Fri  ci 
probes  more  deeply  in  Managing  I.i 
Corporate  Women  and  Social  Clnu 
A  psychologist  and  a  professor  at 
College,  Freeman  dismisses  the  idea  1 
uniquely  feminine  management  slyli 
another  form  of  sexual  stereotyp. 
Men  and  women  are  neither  inhenM 
aggressive  nor  inherently  nurturing, 
says,  and  personality  traits  can  cha 
as  the  situation  demands.  But  succcs: 
women  managers,  she  notes,  often  I 
on  traits  considered  masculine — Ih  c 
ing  more  ambitious  and  more  task 
ented,   for  example.   Freeman's  ii 
lacks  the  structure  and  color  that  nr. 
Helgesen's  so  readable,  but  her  pre 
is  more  clearly  borne  out  in  her  in 
views  with  40  female  managers. 

It's  startling  how  many  of  these 
en  consciously  leave  their  "femi 
principles"   at  home.  "Through 
dress  and  everything,  you're  trying 
essence  play  down  the  fact  that  yo 
female,"  says  one.  "You're  trying  t 
in."  Another  confides:  "I'm  very  hu 
at  home,  whereas  I'm  finding  more 
more  that  I'm  not  a  human  bein 
work."  Says  a  third:  "I'm  becoming 
nurturing — not  that  I  don't  care." 

Freeman's  disquieting  portrait  of 
porate  women  clashes  with  Helges 
picture  of  self-assured  and  enthusi' 
executives.  Perhaps  that's  because 
gesen's  subjects  are  top  executi 
while  most  of  Freeman's  are  mi 
managers.  And  Freeman  conducted 
interviews  in  the  early  1980s,  while 
gesen's  are  more  recent. 

Managing  Lives  is  weighed 
with  academic  jargon  and  organize 
that  the  poignancy  of  its  subjects' 
emerges  only  toward  the  end.  But 
man's  is  ultimately 
more  convincing 
scription  of  how  t" 
are  for  corporate 
en.  Helgesen's  depi 
of  The  Female  Ad 
tage,  by  contrast,  s 
a  wishful  vision  of 
things  might  be. 

BY  JULIA  FLYNN 
Chicago  Correspon 
Siler  attends  North 
em 's  Kellogg  Gra 
School  of  Manageme 


J 4  BUSINESS  WEEK/JUNE  25,  1990 


©  Eastman  Kodak  Company,  /9«4 


There  are  Kodak  systems  to  let  you  create 
documents,  view,  merge,  change,  copy,  print 
and  transmit  them.  Control  them.  Safely 
stored,  they  can  be  found  and  retrieved  in 
seconds. 

Kodak  systems  can  find  a  cost-effective,  archival 
image  on  microfilm  in  seconds.  Or  a  time- 
sensitive  document  on  an  optical  disk  even  faster. 
Then  you  can  view  it,  act  on  it.  Or,  with  systems 
like  our  electronic  publishing  system,  you  can 
even  add  to  or  improve  on  a  document.  Equally 
important,  Kodak  software  systems  people  are 
dedicated  to  linking  any  of  these  devices  into  any 
of  yours,  from  mainframe  to  mini  to  PC. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960B. 


iconomic  Viewpoint 


LOOTING  THE 
S&Ls:  HMM,  NOW 
THAT'S  AN  IDEA 


rwER 


Wh\-  not  steal  a  few  hundred 
billion  from  the  thrifts — 
but  tliis  time,  use  it  to 
rebuild  .Ajiierica's  tattered 
infrastructure.  Then  let 
the  fiscal  wizai"ds  in  Congress 
painlessh'  bail  them  out  again 


ROBERT  KUTTNER  iS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW  REPUBLIC 
AND  AUTHOR  OF  ^Hf  lI-E  CE  t^e  PAR'Y 


The  debate  about  the  economic  and 
budgetary  impact  of  the  savings 
and  loan  bailout  offers  a  fascinat- 
ing lesson  in  fiscal  sleight  of  hand.  Con- 
gress and  the  White  House,  of  course, 
both  want  to  play  down  the  S&L  costs. 
They  have  enough  budgetary  woes  with- 
out an  additional  deluge  of  red  ink  to 
pay  off  savers  at  looted  thrifts — a  cost 
now  estimated  at  more  than  $350  billion 
and  rising.  Both  want  to  avoid  massive 
new  taxes,  and  both  would  like  to  spend 
some  of  the  elusive  peace  dividend. 

The  congressional  budgetary  process 
treats  most  of  the  S&L  bailout  as  on- 
budget  for  measuring  the  deficit,  but 
off-budget  for  purposes  of  the  Gramm- 
Rudman  budget-balance  formula.  In- 
triguingly.  the  politicians  have  an  ally  in 
the  economics  profession.  Though  a  big- 
ger deficit  might  cause  higher  interest 
rates,  most  economists  seem  to  agree 
that  the  fiscal  impact  of  the  S&L  bailout 
is  not  the  same  as  ordinary  public  spend- 
ing. The  logic  works  like  this  (keep  your 
hands  on  your  wallets): 

Savers  in  insured  thrift  institutions  as- 
sume that  their  savings  are  intact.  If  an 
S&L  is  technically  insolvent  because  it 
was  looted  last  year,  the  saver  is  none 
the  wiser  as  long  as  the  government 
guarantees  his  savings.  Therefore,  if  the 
government  takes  over  the  institution  or 
merges  a  failed  S&L  into  a  healthy  one, 
nothing  really  changes.  The  saver's 
"money" — which  is  just  a  bookkeeping 
credit,  an\"\vay — continues  to  sit  in  his 
account,  and  the  S&L  continues  to  make 
loans  just  as  before.  The  saver  doesn't 
suddenly  rush  out  and  spend  his  savings 
just  because  the  government  has  paid 
off  his  claim,  because  he  never  knew  the 
money  was  stolen. 

FAST-FORWARD.  Yes,  the  nominal  deficit 
widens  as  a  matter  of  government  ac- 
counting. But  there  is  no  real  fiscal  im- 
pact because  the  looting  of  the  S&L  and 
the  actual  economic  stimulus  of  the 
spending  occurred  long  ago.  and  that 
impetus  is  now  spent. 

I  think  we  are  onto  something  very 
important  here,  perhaps  a  whole  new 
principle  of  economic  science.  Tn  econom- 
ics— as  investors  know  too  well — timing 
is  evemhing.  Through  the  S&L  bailout, 
the  fiscal  wizards  have  stumbled  onto  a 
form  of  time  travel.  Imagine  we've  set. 
back  the  clock  to  1985.  Developers  on 
the  boards  of  S&Ls  are  having  a  field 
day.  They're  arranging  speculative  loans 
for  condos.  offices,  and  shopping  malls 
that  will  soon  sit  empty  after  an  orgy  of 
overbuilding.  A  lot  of  instant  economic 
stimulation  is  taking  place,  and  it  is  use- 
ful in  the  short  run:  Jobs  get  created, 
cement  is  ordered,  Porsches  with  tele- 
phones are  purchased.  Now  fast-foward 
back  to  the  future:  It  is  1990,  and  gov- 


ernment replaces  the  stolen  savings,  le 
bailout  provides  no  current  fiscal  stir 
lation  because  all  that  building  acti\ 
is  now  history. 

The  physical  assets  that  were  crea 
by  the  unwise  spending,  however,  h 
little  economic  value  in  the  marketpl 
And  there  remain  plenty  of  real  need 
the  economy.  Highways  and  bridges 
crumbling.  Mass  transit  has  becom 
streetcar  named  Despair.  Business  e" 
utives  are  stewing  in  stuffj-,  overcro 
ed  airports,  losing  connections  and 
counts  because  of  unbuilt  runw 
Industry  is  becoming  uncompetitive 
cause  government  research  spendin 
being  cut  hack. 

CLUCKING  NOISES.  Now,  for  the  Ku 
Retroactive  Off-budget  Worthy  Borr 
ing  and  Re-spending  plan  (KROWB. 
Under  krowbar,  we  travel  forwar 
time  and  imagine  how  a  more  produc 
looting  of  S&L  assets  today  would  loo 
fiscal  analysts  in  the  future.  Specific 
KROWB.\R  would  leverage  public  inv 
ments  by  looting  s&Ls  now  and  hoi 
the  saver  harmless  later.  The  mo 
would  be  spent  on  far  more  us 
things  than  empty  office  buildin 
highways  and  bridges,  subways  and 
ports,  water  and  sewer  projects.  In  1 
a  horrified  congressional  committee 
covers  the  spending  and  makes  the 
propriate  clucking  noises.  But  of  co" 
the  money  is  long  gone — so  there's 
current  fiscal  impact.  Congress  chee^ 
ly  permits  the  Federal  Reserve  to 
money  to  cover  the  looted  billions, 
ers  leave  the  money  in  their  accou 
and  the  country  benefits  from  $300 
lion  of  needed  infrastructure  spen<j 

Am  I  serious?  (Are  the  econo 
and  budgeteers?)  The  point  is 
what's  sauce  for  the  looter  is  sauce 
the  planner.  If  we  can  use  this  sleig 
hand  to  build  speculative  junk  and 
nalize  the  fiscal  impact,  we  can  use 
same  rationalization  to  build  things 
country  needs.  If  not,  then  we  oug' 
put  the  whole  thing  on  budget. 

As  students  of  monetary  history 
recognize,  fiscal  time  travel  is  not  a 
invention.  The  creation  of  credit 
transaction  across  time.  The  populis 
the  1890s  recognized  that  plentiful 
unlocked  development  and  was  not 
tionary  as  long  as  the  credit  was  s 
on  productive  assets.  John  Ma: 
Keynes  embraced  the  same  princip 
his  proposal  for  a  "clearing  union 
finance  postwar  recovery.  The  S&L  i 
should  prove  that  there  is  more  to  ' 
creation  and  fiscal  soundness  than  s( 
times  meets  the  eye.  It  should  als( 
mind  us  that  private  entrepreneurs 
very  capable  of  tapping  credit  to 
worthless  junk — just  as  governi 
spending  often  builds  useful  things. 


1si  S-  -  -  JESS  WEEK/JUNE  25.  1990 


ECONOMIC  VIB' 


what's  the  best  medium  to  file  an  image  or  data 
in  secure,  retrievable  form?  Kodak  is  expert 
in  all  of  them. 

Kodak  offers  a  complete  array  of  storage  media 
from  high  end  to  low  end.  As  you  would 
expect,  we  are  a  leader  in  microfilm  products.  We 
are  also  a  leader  in  optical  and  magnetic 
storage  technology. 

The  14-inch  Kodak  optical  disk,  able  to  hold 
6.8  gigabytes  of  data,  is  the  highest-capacity, 
highest-performance  optical  disk  in  the  world. 
And  a  Kodak  automated  disk  library  for  5  'A-inch 
optical  disks  can  hold  as  much  information  as 
4,000  two-drawer  file  cabinets.  You  will  also  find 
us  at  the  forefront  of  erasable  optical  disk 
technology. 

Choose  the  medium  according  to  your 
application.  Choose  us  because  we  offer  them  all, 
with  the  best  support  and  service  in  the  business. 

We  are  more  than  photographs.  We  are 
imaging.  For  more  details  on  images  that  mean 
business,  call  1 800  445-6325,  Ext.  960C. 


conomic  Trends 


BY  GENE  KORETZ 


A  SIGN  THAT  BANKS 
AREN'T  SHUNNING 
BUSINESS  BORROWERS 


Fears  of  an  impending  credit  crunch 
are  rampant  in  the  business  com- 
munity— reinforced  by  recent  Fed- 
eral Reserve  Board  surveys  showing 
tighter  lending  standards  for  small  bor- 
rowers and  by  a  Fed  warning  to  banks 
some  weeks  ago  to  avoid  stepping  on  the 
credit  brakes.  But  "loan  data  themselves 
are  decidedly  less  worrisome,"  notes 
economist  William  V.  Sullivan  Jr.  of 
Dean  Witter  Reynolds  Inc. 

When  business  loans  at  commercial 
banks  declined  sharply  earlier  this  year, 
for  example,  borrowing  via  commercial 
paper  soared — suggesting  that  much  of 


A  SURPRISING  SURGE 
IN  BUSINESS  LOANS 
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the  decline  reflected  borrowers'  switch 
to  the  less  expensive  commercial  paper 
market.  More  important,  the  latest  avail- 
able monthly  data  on  commercial  bank 
lending  show  a  surprisingly  strong  re- 
surgence in  commercial  and  industrial 
(c:&l)  loans.  After  falling  for  three 
straight  months,  such  loans  rose  at  a  97o 
seasc)nally  adjusted  annual  rate  in 
March,  at  the  same  time  that  nonfinan- 
cial  commercial  paper  exploded  at  a  707' 
annual  clii).  And  c&l  loans  jumped  at  a 
10%  annual  pace  again  in  April  (chart), 
their  stronprest  increase  in  14  months. 

To  be  sure,  with  c&l  loans  at  weekly 
reporting  big  b  .nks  slipping  recently. 
May  lending  activity  looks  less  buoyant. 
But,  says  Sullivari,  "one  slow  month  is 
still  a  far  cry  from  the  protracted 
monthly  declines  in  lending  activity  that 
would  be  associated  with  a  wholesale 
contraction  in  credit  a\;ulability." 

Meanwhile,  Sullivan  notes  that  80%  of 
April's  gains  in  C&l  loans  reflected  rising 


lending  activity  by  subsidiaries  of  for- 
eign banks.  Indeed,  foreign-related 
banks  now  account  for  20%  of  all  out- 
standing C&I  loans,  up  from  only  15.9% 
two  years  ago.  The  growth  in  the  for- 
eign lending  contingent's  market  share 
of  business  loans  is  another  positive  ele- 
ment in  the  credit  outlook,  Sullivan  be- 
lieves. While  lending  standards  are  be- 
ing tightened  at  domestic  institutions, 
foreign-related  firms  are  apparently  fill- 
ing the  gap — a  development,  he  says, 
"that  makes  the  prospects  of  a  credit 
crunch  seem  even  more  remote." 


THIS  FED  CANDIDATE 
WOULDN'T  ROCK 
THE  POLICY  BOAT 


anuel  H.  Johnson's  surprise  de- 
cision to  step  down  as  Federal 
Reserve  vice-chairman  will  give 
the  Bush  Administration  increasing 
weight  in  the  Fed's  deliberations.  But 
don't  look  for  any  attempt  to  put  boom- 
ing economic  growth  above  the  Fed's 
goal  of  price  stability  by  1995.  The  cur- 
rent leading  candidate  for  Johnson's 
seat.  White  House  economist  John  B. 
Taylor,  wrote  a  generally  glowing  re- 
view of  current  Fed  policy  in  the  1990 
Economic  Report  of  the  President.  Al- 
though Taylor  believes  that  the  Fed  can 
let  the  economy  grow  a  bit  faster — 3% 
vs.  the  Fed's  goal  of  2.5% — while  still 
reducing  inflation,  that  is  close  to  the 
view  espoused  by  the  departing  Johnson. 
By  Mike  McNamee  in  Washington 


BUDGET  CUTS  ALONE 
DO  NOT  A 
RECESSION  MAKE 


Lay  skepticism  aside  and  assume  for 
a  moment  that  Congress  and  the 
Administration  finally  summon  the 
courage  to  cut  the  federal  deficit.  Could 
such  a  shift  toward  fiscal  restraint  prove 
counterproductive — by  pushing  the  slug- 
gish economy  into  recession? 

That's  the  question  posed  by  econo- 
mists David  Levine  and  Giulio  Martini  of 
Sanford  C.  Bernstein  &  Co.  in  their  anal- 
ysis of  11  instances  since  the  Korean 
War  in  which  fiscal  policy  turned  restric- 
tive over  a  four-quarter  period.  In  the 
year  following  such  a  shift,  they  found, 
the  economy  weakened  in  7  out  of  the  11 
cases  and  strengthened  in  only  4. 

The  critical  factor,  the  economists  de- 
termined, was  the  thrust  of  monetary 
policy  during  the  periods  of  fiscal  re- 
straint. In  the  five  cases  when  the  Fed- 
eral Reserve  eased  or  tightened  only 


slightly,  economic  growth  tended  to 
celerate  significantly.  But  in  the 
cases  when  fiscal  and  monetary  pol: 
turned  restrictive  together,  the  resi 
was  usually  a  sharp  deceleration  in  ei 
nomic  growth — and  in  three  instances 
actual  recession. 

In  short,  evidence  indicates  that 
contractionary  fiscal  policy  alone  \ 
never  been  sufficient  to  create  a  decis: 
slowdown  in  GNP."  Assuming  monets 
policy  is  not  tightened,  the  two  eco 
mists  calculate  that  the  fiscal  1991  d( 
cit  would  have  to  be  slashed  by  at  le; 
$100  billion  to  pose  a  real  threat  of 
cession — "a  feat  that  appears  to  be 
yond  the  capability  of  even  the  m< 
dedicated  deficit-cutters  in  Washingto: 


II 


CAPITAL  SPENDING 
PLANS  STILL  LOOK 
TOO  STRONG 


lag  to 
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The  recent  downward  revision 
business'  capital-spending  ph 
for  1990  still  projects  a  respc  miersl 
able,  if  modest,  increase  of  5.5%'  in  r 
terms.  Given  soft  profits,  commer 
overbuilding,  and  the  slippage  in  cap: 
ty  utilization,  however,  economist  Mai 
N.  Harris  of  Paine  Webber  Inc.  thif 
further  cutbacks  lie  ahead.  More  ™iff?Jf' 
tant,  he  cautions  that  the  stimulative  J' '^''"^ 
pact  of  planned  capital  investment 
the  domestic  economy  will  be  a  lot  srr 
er  than  the  numbers  seem  to  imply 
For  one  thing,  Harris  points  out  t 
imports  have  been  grabbing  a  grow 
share  of  equipment  spending  (over  ' 
of  last  year's  purchases  of  nona 
items).  Thus,  while  real  domestic  outl 
on  nonautomotive  capital  goods  i  • 
6.2%<j  between  the  first  quarters  of  1 
and   1990,   industrial  output  of  s  — _ 
equipment  was  up  by  only  about  SMeadv.t!;, 
Filling  the  gap  was  a  15%  surge  in 
imports  over  the  same  period. 

Similarly,  Harris  notes  that  recent 
mestic  orders  and  backlog  data  for  c 
tal  goods  are  much  weaker  than  the 
els  implied  by  capital  spending  pli 
Indeed,  orders  for  nondefense  caj 
goods  booked  during  the  first 
months  of  1990  were  actually  rum 
2.9%f  below  their  year-earlier  level 
although  the  backlog  of  unfilled  or( 
for  nondefense  capital  goods  was 
nearly  20%  in  April  from  April,  1  HlG 
almost  all  of  the  increase  reflecte  I 
huge  35%  rise  in  backlogged  orders  ' 
aircraft  and  parts. 

"With  the  aircraft  industry  alrC  ''fespec 
operating  near  peak  capacity,"  obseje  Tieansivj 
Harris,  "new  orders  received  by  aircfl  .^jjij 
manufacturers  tend  to  have  little  irl"<-  ,, 
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mental  impact  on  activity.' 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


lAULING  A  MOUNTAIN  OF  DEBT  IS  FINALLY 
TARTING  TO  STRAIN  THE  ECONOMY 


iHARP  SLOWDOWM 
N  PRIVATE  DEBT 


Economists  have  long  said  it:  There's  no  free  lunch. 
The  massive  buildup  of  debt  during  the  1980s  is 
finally  taking  a  toll  on  this  7 1/2 -year  expansion.  The 
ce  of  America's  past  prosperity  is  turning  out  to  be 
ggish  grow^th.  That's  the  outlook  for  the  rest  of 
s  )0 — and  perhaps  most  of  1991  as  weW. 
I  Consumer  and  business  debt  grew  at  a  double-digit 
I  ;e  from  1984  to  1988,  an  unprecedented  surge  that 
I  ped  fuel  economic  growth.  But  now  the  economy  is 
rting  to  wobble  under  the  burden.  Consumers  are 
king  especially  rubbery-legged  as  they  struggle  under 
ir  heavy  debt  loads.  That  could  be  ominous:  If  con- 
ners  collapse,  so  will  the  expansion, 
'he  latest  numbers  look  pretty  bad.  Retail  sales  in 
y  fell  for  the  third  consecutive  month,  and  in  April 
■  sumers  barely  added  to  their  installment  debt.  More- 
I  r,  the  economy's  weakness  is  spreading.  Businesses 
scaling  back  plans  to  invest  in  new  plants  and  equip- 
it,  and  new  construction  is  headed  down  the  tubes. 

The  Federal  Reserve's  anti-in- 
flationary grip  on  credit  is  mak- 
ing it  more  difficult  for  consum- 
ers and  businesses  to  cope  with 
their  debt  burdens.  Tight  Fed 
policy  has  cut  into  the  growth 
of  personal  income  and  corpo- 
rate profits.  So  households  and 
  businesses  must  devote  a  larger 

I  II  til  IV  I  II  III  IV  I   II  III  IV  I  ,         ,  r.    ,  1      ■  , 

I      '88      '89      '90      chunk  01  their  earnmgs  to  re- 

I  lOMT  CHANGE  FROM  A  YEAli  AGO  navincr  nact  lnan<;    That  Ipavps 

I  BAM: ftDERAUESEWE BOARD  pay^g  past  loans.  1  Hat  leaves 

P  1  less  cash  to  spend  now. 

1  Iready,  the  pace  of  net  borrowing  by  households  and 
p  financial  businesses  is  plunging  (chart).  The  Fed's 
k  3t  accounting  shows  that  debt  in  both  of  these  sec- 
Yi  rose  at  an  annual  rate  of  only  6.4%  in  the  first 

i  rter  of  1990 — the  slowest  pace  in  seven  years. 

ii  )ughout  the  postwar  period,  such  a  steep  slowdown 
1^  let  borrowing  has  always  been  accompanied  by  a 

I'  gish  economy  or  an  outright  recession. 

■fl 

NSUMERS   Consumers  are  up  to  their  eyeballs  in 
debt,  and  that  will  limit  their  borrowing — 
TTING       and  spending — for  the  rest  of  the  year. 

Consumer  outlays  for  goods,  where  debt 
s  a  more  important  role  than  in  purchases  of  ser- 
■  are  especially  lackluster.  That's  likely  to  continue, 
h  means  consumers  will  not  be  giving  the  manufac- 
ig  sector  much  help  in  the  second  half, 
aring  the  past  three  months,  retail  sales  have  col- 
la  id.  They  fell  0.77^  in  May,  to  $146.8  billion.  And  after 


CEBT  GROWTH  I 
HOUSEHOLDS  AND 
NONFINANCIAl  BUSINESSES 
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revisions,  the  originally  reported  declines  in  March  and 
April  turned  out  to  be  even  steeper  than  first  reported. 
Sales  haven't  dropped  for  three  straight  months  since 
the  1981-82  recession  (chart).  After  adjusting  for  infla- 
tion, retail  buying  has  fallen  off  even  more  precipitously 
and  is  no  higher  than  it  was  a  year  ago. 

Weak  car  sales  remain  the  biggest  drag.  Domestically 
made  autos  sold  at  an  annual  rate  of  only  6.6  million  in 
May,  the  same  uninspiring  pace  as  in  April.  The  6.3- 
million  rate  of  sales  in  early  June  was  even  worse. 

Buying  elsewhere  doesn't  show  much  zip,  either.  Pur- 
chases of  nonauto  durable  goods  have  been  dragged 
down  by  the  housing  slump.  Sales  of  building  materials 
and  home  furnishings  fell  sharply  in  May.  Nondurable 
goods  also  posted  a  drop,  the  third  in  as  many  months. 

CAR  lOANS  Weak  demand  for  cars  is  also  crimping 
ARE  growth  in  installment  debt.  In  April,  con- 

STUCK  IN       sumer  credit  increased  by  just  $584  mil- 
REVERSE       ]Jqj^^  after  rising  $2.4  billion  in  March. 
Installment  debt  has  advanced  by  an  average  of  $1.1 
billion  per  month  so  far  this  year,  a  big  slowdown  com- 
pared with  the  $3.1  billion  added  monthly  in  1989. 

The  weakness  is  concentrated  in  auto  financing.  Car 
loans  fell  by  $2.5  billion  in  April  and  are  slightly  below 
their  year-ago  levels.  Weak  car  buying  in  May  suggests 
that  auto  credit  grew  little,  if  any,  in  that  month,  too. 

Other  areas  of  installment 
debt  aren't  as  weak.  Revolving 
credit,  which  includes  credit 
cards,  rose  $2.4  billion  in  April 
and  has  grown  by  12.1%  in  the 
past  year.  That's  surprising, 
since  growth  in  nonauto  retail 
sales  has  been  so  poor  this  year, 
and  because  the  average  inter- 
est rate  on  credit  cards,  now  at 
18.14%',  hasn't  changed  much 
over  the  past  year. 


RETAIL  SALES 
PLUNGE 
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The  category  of  installment  credit  that  includes  per- 
sonal bank  loans  is  also  growing  at  a  pretty  healthy  clip. 
This  segment  increased  only  $735  million  in  April,  but 
it's  up  by  a  respectable  4.2%  from  12  months  earlier. 

Just  as  banks  in  some  regions  are  reining  in  real 
estate  lending,  personal  loans  show  a  varied  rate  of 
growth  in  different  parts  of  the  nation.  That's  another 
result  of  the  credit  squeeze  in  some  areas  and  of  slug- 
gish regional  economies,  especially  in  New  England. 

According  to  the  Federal  Reserve,  personal  loans  na- 
tionwide are  up  3.3%-  from  a  year  earlier,  a  bit  slower 
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than  the  4A%  of  May,  1989.  But  banks  in  the  aihng 
Boston  area  have  cut  their  personal-loan  portfolios  by  a 
steep  41.37o  from  a  year  ago,  and  loans  are  also  down  in 
Chicago  and  Minneapolis. 

Loan  growth  in  most  other  areas  has  slowed  this  year, 
but  it  is  expanding  in  Philadelphia  and  Cleveland  and  has 
also  begun  to  pick  up  in  Dallas. 

Growth  in  consumer  credit,  even  excluding  borrowing 
for  autos,  will  probably  slow  in  the  next  few  months. 
Tighter  credit  requirements  will  prevent  some  house- 
holds from  obtaining  loans.  Growing  fears  for  the  econo- 
my's future  may  prompt  consumers  to  think  twice  be- 
fore taking  on  more  debt. 

BUSINESS  Heavy  corporate  debt  loads  are  dimming 
IS  GETTING  the  outlook  for  capital  spending.  Interest 
MORE  expenses  last  quarter  soaked  up  a  record 

CAUTIOUS  percentage  of  corporate  cash  flow.  That, 
plus  rising  labor  costs,  poor  productivity  growth,  and 
weaker  overall  demand,  continues  to  sour  the  outlook  for 
profits.  The  prospect  of  further  earnings  declines  is  a 
major  reason  why  companies  are  trimming  plans  for  new 
plants  and  equipment. 

Investment  plans  look  much  more  cautious  than  they 
did  earlier  this  year.  According  to  the  Commerce  Dept.'s 
latest  survey,  taken  in  April  and  May,  businesses  expect 
to  increase  outlays  by  only  5.5%  in  1990,  after  adjust- 
ment for  prices.  That's  down  considerably  from  the  last 
reading  taken  back  in  January  and  February,  when  com- 
panies were  planning  a  7.9%  increase.  And  it  is  well 
below  the  8.9%  advance  racked  up  in  1989  (chart). 

The  more  subdued  growth  expected  this  year  reflects 
both  a  cut  in  planned  current-dollar  outlays  and  a  larger 
projected  increase  in  the  prices  of  capital  goods.  Before 
price  adjustments,  companies  plan  to  raise  spending  by 
6.7%  in  1990,  down  from  7.8%  in  the  previous  survey.  In 
addition,  Commerce  now  projects  a  1.27^^  rise  in  prices, 
compared  with  the  slight  decline  expected  earlier. 


The  cuts  in  spending  plans  were  broad.  Every  man 
facturing  industry  except  metals  and  petroleum  1 
scaled  back  1990  capital  budgets.  That's  not  hard 
figure:  Factory  operating  rates  have  been  generally  c 
dining  for  the  past  year. 

Nonmanufacturing  industries  are  still  planning  t 
bulk  of  this  year's  advance,  but  even  some  of  these,  su 
as  commercial  services,  public  utilities,  and  nonairli 
transportation,  are  trimming  back.  Airlines  still  proj 
sharply  higher  spending,  mostly  for  new  planes. 

Although  planned  outlays  f 
1990  look  weaker,  some  indi 
tries  will  undoubtedly  po 
healthy  gains,  particularly  the 
that  are  benefiting  from  stroi 
foreign  demand.  Those  w 
most  likely  include  high-techn 
ogy  equipment,  energy-relat 
capital  goods,  and  aircraft. 

Most  of  this  year's  spendi 
will  go  for  new  equipmeij 
while  construction  of  new  buil 
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ings  will  be  the  major  drag.  In  April,  contracts  for  m 
buildings  fell  to  their  lowest  level  in  more  than  fci 
years,  pushed  down  by  the  continuing  weakness  in  off 
building.  Overall  construction  spending  is  likely  to 
main  flat — or  decline — for  the  rest  of  the  year. 

The  federal  government  also  promises  to  be  a  drag 
the  economy,  as  Washington  tries  to  stem  the  flow 
red  ink  from  the  federal  budget.  Since  the  huge  defic 
began  building  up  in  1982,  federal  revenues  have  n 
only  about  85%  of  government  outlays — the  rest  vs 
borrowed.  That  means  Americans  have  gotten  used 
paying  85$  for  a  dollar's  worth  of  government  servici 

After  feasting  at  the  credit  table  in  the  1980s, 
economy  is  now  feeling  some  indigestion  as  the  bj 
come  due.  Paying  the  check  will  mean  slower  grow' 
fewer  jobs,  higher  taxes — and  maybe  even  a  recessic; 


THE  WEEK  AHEAD 


HOUSING  STARTS 


Tuesday,  June  19,  8:30  a.m. 
The  consensus  of  economists  surveyed 
by  M.MS  International,  a  unit  of  McGraw- 
Hill  Inc.,  is  that  builders  started  new 
housing  in  May  at  an  annual  rate  of  1.2.5 
million,  the  same  dismal  pace  as  in  April. 
Tighter  Ci'edit  requirements,  soft  resale 
markets,  and  higher  mortgage  rates 
have  hammered  the  new  housing  market 
•■i!  year,  and  little  relief  is  in  sight.  Al- 
>  ;iciy,  starts  are  running  4%  below  their 
;<u  e  of  last  year. 


^mmkl  BUDGET 


T ''wsilcy,  June  21.  2  p.m. 

The  II.  y,  government  will  probably  re- 

po^'i  ■<■■.       tiiilion  deficit  for  May,  a  sharp 


deterioration  from  the  $25.5  billion  gap 
posted  in  May,  1989.  Falling  corporate 
tax  payments  have  hurt  government  re- 
ceipts, while  outlays  continue  to  grow  at 
a  yearly  pace  of  about  7%.  The  expected 
red-ink  total  in  May  indicates  that  the 
federal  deficit  will  probably  surpass  the 
$200  billion  mark  this  fiscal  year,  well 
above  the  $152  billion  shortfall  recorded 
in  fiscal  1989. 

DURABLE  GOODS  ORDERS  

Friday,  June  22,  8:30  a.m. 
New  orders  received  by  durable  goods 
producers  likely  advanced  by  about  1.4%' 
in  May,  after  falling  4.3%  in  April.  A 
bounceback  in  transportation  equipment 
orders,  which  fell  14.7%  in  April,  will 
lead  the  rebound.  The  gain  in  new  or- 


ders suggests  that  the  backlog  of 
filled  orders  probably  increased  in  Vi 
by  about  0.5%,  after  rising  0.3%^  in  Aj 
Most  of  the  backlog,  however,  is  coiw 
trated  in  the  aircraft  industry. 

PERSONAL  INCOME 


Friday,  June  22,  10  a.m. 
Personal  income  probably  rose  by  at 
0.4%  in  May,  according  to  the  MMS 
vey.  That's  suggested  by  the  gains 
weekly  pay  and  nonfarm  jobs.  Incdil 
rose  0.3%  in  April.  The  consumer  se'3^ 
remains  the  major  support  under  % 
expansion.  Consumer  spending  in  lij 
probably  increased  by  about  0.4%o,  afej 
rising  0.6%  in  April.  Gains  in  purchi^ 
of  services  and  nondurable  goods  lililj 
offset  weaker  car  sales.  \i 
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Visit  the  computer  capital 
of  the  world. 


Want  to  take  an  exciting  trip?  Then  pa\  a  \  isit  to 
Soft  Warehouse,  the  Computer  Superstore^  You'll  marvel  at 
more  than  5000  different  computer  products,  from  liardware 
to  software,  accessories  to  furniture.  And  perhaps  most 
marvelous  of  all,  evervthing  is  30  to  80  percent  off,  everyday. 

The  selection  at  Soft  Warehouse  is  unlike  an\lhing 
you've  ever  seen.  The  walls  are  lined  with  dozens  of  the 
latest  personal  computers,  laptops,  monitors,  printers  and 
an  assortment  of  related  computer  hardware  you  just  have 
to  see  to  believe.  Aisle  after  aisle,  you'll  find  over  2000  of  the 
most  popular  software  programs  for  business,  education 
and  entertainment.  Plus,  accessories,  supplies,  books,  videos 
and  a  huge  selection  of  computer  furniture  that's  perfect  for 


home  or  office.  And  don't  worry  if  you're  feeling  a  little  over- 
whelmed. Our  highly  trained  sales  staff  is  always  there  to 
help  guide  you  to  the  best  selection  to  suit  your  particular 
needs.  Add  to  all  this  super  in-store  demonstrations  of  some 
of  the  hottest  software  and  hardware  innovations  and 
convenient  store  hours,  including  evenings  and  weekends, 
and  .it's  e;is\  to  see  why  shopiiing  at  Soft  Warehouse  is  such 
a  capital  idea.  Plus,  at  Soft  Warehouse,  your  satisfaction  is 
always  completely  guaranteed. 

So  make  plans  today  to  visit  the  new  computer 
capital  of  the  world.  It's  close  to  home,  but  far  frf)m  any- 
thing you've  ever  seen  before,  it's  Soft  Warehouse,  the 
Computer  Supenlore. 


1-800451-SOFT 


Call  for  your  free  calalog  today' 

.\rlington.  TX  .Mlanta  Dallas  Fountain  Valley,  OA  Houston  Miami 
Philadelphia  ■  San  Diego  Torrance,  CA  Washington,  D  C. 
Chicago,  Denver  and  Detroit  Opening  Summer  1990! 


The  Computer  Superstores^ 


e 

N 

e 

iil 

AIDS  RESEARCH  I 
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AIDS:  A  BREAK 
IN  THE  GIOOM 

SCIENTISTS  ARE  NOW  SHORTENING  THE  TIME  FRAME  FOR  A  VACCINE 
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On  June  20,  when  researchers 
gather  in  San  Francisco  for  the 
Sixth  International  AIDS  Confer- 
ence, an  AIDS  vaccine  will  be  much  closer 
to  reality.  Only  a  year  ago,  top  research- 
ers predicted  a  vaccine  would  not  be 
ready  until  the  end  of  the  century,  if 
ever.  The  problems  seemed  insurmount- 
able: For  one,  Hiv — the  virus  that  causes 
AIDS — mutates  so  often  that  a  single 
vaccine  couldn't  protect  against  multi- 
plying strains.  And  poor  results  in  pro- 
tecting animals  against  viral  infection 
made  a  vaccine  seem  less  likely. 

But  now,  following  a  string  of  new 
developments,  some  skeptics  are  short- 
ening the  time  in  which 
a  vaccine  might  be 
ready — to  five  years. 
On  June  7,  MicroGene- 
Sys  Inc.  in  West  Haven, 
Conn.,  reported  that  in 
human  trials,  its  vaccine 
unexpectedly  triggered 
so-called  killer  immune 
cells  to  destroy  white 
cells  infected  with  the 
virus  (box).  A  week  ear- 
lier, Genentech  Inc.  said 
its  experimental  vaccine 
had  protected  two  mon- 
keys from  infection 
with  the  AIDS  virus. 
And  Robert  R.  Redfield, 
chief  of  retroviral  re- 
search at  Walter  Reed 
Army  Institute  of  Re- 
search, says  that  using 
vaccines  to  boost  the 


body's  natural  defenses  against  the  vi- 
rus may  be  important  in  treating  those 
already  infected  with  the  virus.  "The 
wheel  of  research  has  turned,"  says 
Walter  C.  Herlihy  Jr.,  vice-president  and 
director  of  research  at  Repligen  Corp.  in 
Cambridge,  Mass.,  which  also  is  develop- 
ing a  vaccine.  "There's  light  at  the  end 
of  the  tunnel." 

REFOCUSING.  Nearly  81,000  people  have 
died  of  AIDS  in  the  U.  S.,  and  more  than 
1  million  harbor  the  virus.  In  developing 
countries,  AIDS  is  rapidly  becoming  a  se- 
rious economic  as  well  as  social  problem. 
In  the  early  1980s,  vaccines  were  a  pri- 
mary goal.  But  when  they  proved  tough 
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PUTNEY  OF  REPLIGEN' S 
VACCINE  PROJECT 


to  develop,  most  pharmaceutical  coir 
nies  concentrated  on  drugs  to  treat 
cure  the  disease.  "People  were  so  tui 
off,  it  took  a  major  effort  to  get  tl 
back,"  says  John  J.  McGowan,  associ 
director  of  basic  research  and  deve 
ment  at  the  National  Institutes 
Health's  AIDS  Division.  That  included 
ping  NIH  vaccine  research  funding  to 
million  this  year. 

Even  so,  most  of  the  work  is  b( 
done  by  fewer  than  a  dozen  small 
tech  companies,  some  funded  by  lar 
partners.  To  the  biotech  companies, 
worth  the  risk:  The  annual  market  f^t  "We 
vaccine  could  reach  $1  billion.  And 
cause  researchers 
sume  that  the  virus 
continually  mut 
there  is  likely  room 
several  vaccines. 

The  virulence  of 
makes  developn 
hard.  Vaccines  for 
eases  such  as  smal 
are  made  of  a  w 
ened  or  killed  vi 
Once  injected,  the 
cine  stimulates  the 
duction  of  antibo 
that  block  later 
sions  by  the  virus 
for  AIDS,  using 
whole  virus — evei 
killed  or  weakened 
far  too  risky.  Only 
group,  headed  by  J( 
Salk,  developer  of 
polio  inoculation  am 
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WORKING  TOWARD  AN  AIDS  VACCINE 
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ffUmenting  with  AIDS  vaccines  that 
would  be  built  around  one  piece  or  another 
of  the  virus  responsible  (HIV).  Here  are 
The  companies,  listed  by  the  element  of  the 
vipjs  :jn  which  they  are  concentrating 


PROTEINS  ON  THE  OUTER  VIRAL  COAT   |    PROTEINS  FOUND  INSIDE  THE  VIRUS 


I  ONCOGEN  IMICROGENESYS 

I  GENENTECH       ■  REPLIGEN/MERCK 

I  CHIRON  ■  APPLIED  BIOTECHNOLOGY 


I  VIRAL  TECHNOLOGIES       ■  MiCROGENESY! 


KILLED  VIRUS 


I  IMMUNE  RESPONSE 
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riser  at  Immune  Response  Corp.  in 
1  Diego,  is  testing  such  a  vaccine.  It's 
ng  used  to  boost  immune  systems  of 
»S-infected  people. 

dost  companies,  by  contrast,  are 
rking  on  so-called  subunit  vaccines 
t  use  crucial  pieces  of  HIV  to  charge 
the  immune  system.  One  idea  is  to 
proteins  that  sit  on  the  outer  coat,  or 
elope,  of  the  virus  where  it  attaches 
;ells.  A  vaccine  will  offer  long-term 
tection  against  aids  only  if  these  pro- 
,s  remain  relatively  constant  as  the 
IS  mutates. 

■ood  news  on  that  front  came  in  De- 
iber  from  Repligen,  which  uses  a 
I  ill  section  or  "loop"  of  the  envelope 
:ein  gp  160.  "We  think  we  can  elicit 
I  bodies  that  are  effective  against  80% 
i  .he  HIV  strains  in  the  U.  S.  and  Eu- 
j,"  says  Scott  D.  Putney,  who  heads 
company's  vaccine  project.  Then,  in 
il,  Marc  Girard  of  the  Pasteur  Insti- 
in  Paris  announced  that  his  team 
protected  chimps  against  HIV  infec- 
using  a  mix  of  different  vaccines. 
rever,  several  of  the  ingredients  may 
be  suitable  for  use  in  humans, 
lat's  why  the  latest  news  on  Genen- 
's  subunit  vaccine  is  attracting  such 
•est.  "We've  protected  a  chimp  with 
ogle  protein  in  a  formulation  that 
lid  be  acceptable  for  human  use," 
Phillip  W.  Berman,  the  lead  scien- 
Dn  the  project. 

^ER  CELLS.  For  those  who  have  al- 
I  y  been  infected  with  HIV,  a  vaccine 
I  just  generates  antibodies  to  grab  on 
I  1  invading  virus  may  not  be  enough, 
's  because  Hiv  worms  its  way  into 
s  blood  cells,  where  it  can  hide  for 
5.  It  eventually  kills  these  cells,  de- 
ling the  immune  system.  To  reach 
'irus,  a  vaccine  must  stimulate  what 
called  killer  T-cells  that  can  hunt 
1  the  infected  cells, 
searchers  thought  a  subunit  vac- 
would  only  stimulate  antibodies. 
A^hen  eight  Johns  Hopkins  Universi- 
lunteers  received  MicroGeneSys'  gp 
accine,  three  produced  killer  T-cells 
homed  in  on  HIV-infected  white 
cells.  At  Walter  Reed,  Redfield 
teen  testing  the  same  vaccine  on  30 
ted  volunteers.  Preliminary  results 
"strong  evidence"  that  it  has  a 
ctive  effect,  he  says.  The  volun- 
produced  new  antibodies  to  key 
ns  on  the  surface  of  the  AIDS  virus. 
n  five  of  the  first  eight  to  be  evalu- 
the  Hiv-induced  depletion  of  white 
cells  was  halted. 

lilar  results  were  reported  in  anoth- 
idy,  this  one  on  24  healthy  volun- 
in  Britain.  But  that  vaccine,  devel- 
by  Allan  L.  Goldstein,  chief  of 
emistry  at  George  Washington  Uni- 


versity's School  of  Medicine,  uses  a  pro- 
tein called  p  17  that's  found  inside  the 
virus.  The  Food  &  Drug  Administration 
had  blocked  human  trials  of  the  vaccine 
in  the  U.  S.  because  it  didn't  believe  that 
the  protein  would  generate  enough  anti- 
bodies against  Hiv. 

But  this  year,  bolstered  by  the  study 
results,  Goldstein  is  making  a  presenta- 
tion to  the  AIDS  conference.  And  Califor- 
nia, which  has  its  own  state-run  drug 
testing  program,  approved  human  trials 
of  the  vaccine,  which  is  now  produced  by 
Viral  Technologies  in  Washington,  D.  C. 

The  ultimate  goal  for  a  vaccine  is  life- 
time efficacy.  But  some  researchers 
think  subunits  may  not  do  the  trick.  To 


solve  that  problem,  scientists  are  hook- 
ing these  key  pieces  of  HIV  onto  other 
viruses  to  enhance  the  effect.  Oncogen 
Science,  a  Bristol-Myers  Squibb  Co.  unit, 
is  already  testing  HIV  proteins  piggy- 
backed onto  the  smallpox  virus.  Applied 
bioTechnology  is  doing  similar  work. 

After  years  of  slow  progress  and  pro- 
fessional skepticism,  confidence  is  grow- 
ing. "We  move  closer  to  an  AIDS  vaccine 
every  day,"  says  Edward  EUerbeck,  a 
Hopkins  team  member.  And  ultimately, 
a  vaccine  could  be  the  only  way  to  halt 
the  spread  of  AIDS. 

By  Naomi  Freundlich  in  New  York,  with 
John  Carey  in  Washington  and  Joan  O'C. 
Hamilton  in  San  Francisco 


THE  BRAVE  SOULS 
WHO  TEST  AIDS  VACCIHES 


octors  at  Baltimore's  Johns 
I  Hopkins  University  Hospital  re- 
cently stuck  a  needle  into  Les- 
ter Stein's  arm  and  injected  him  with 
an  experimental  AIDS  vaccine.  While 
the  shot  won't  protect  the  slight,  38- 
year-old  hospital  budget  officer  from 
the  deadly  disease,  it  is  another  tiny 
step  toward  a  practical  vaccine.  That's 
why  Stein,  who  doesn't  have  the 
HIV  virus,  is  willing  to  serve  as  a 
human  guinea  pig.  "If  there's  a 
chance  that  I  can  help  prevent 
more  funerals  from  happening, 
this  is  the  least  I  can  do,"  he 
explains. 

The  real  test  of  whether  these 
new  vaccines  are  safe  and  effec- 
tive comes  when  they  are  inject- 
ed into  volunteers  such  as  Stein. 
More  than  280  people  at  places 
like  the  Johns  Hopkins  Center 
for  Immunization  Research  are 
enabling  researchers  to  collect 
the  first  tantalizing  clues  that 
AIDS  vaccines  might  work. 
SHUNNED.  It  takes  guts  to  receive 
the  vaccine  and  stand  up  to  the 
public's  fear  of  AIDS.  "I  know 
that  you  can't  get  AIDS  from  a 
viral  protein,"  says  Carol  Hilton, 
coordinator  of  the  vaccine  trials  at 
Johns  Hopkins.  "But  most  people  don't 
know  that."  One  Hopkins  volunteer 
says  he  was  shunned  by  close  friends 
who  couldn't  understand  the  difference 
between  a  vaccine  and  the  virus.  In 
addition,  those  who  receive  the  vaccine 
probably  will  produce  enough  antibod- 
ies to  turn  up  positive  on  one  common 
AIDS  test,  though  other  tests  could 
prove  they  don't  have  the  virus. 


Not  surprisingly,  virtually  all  of 
those  in  the  Hopkins  trials  are  highly 
educated  and  personally  touched  by 
the  devastating  disease.  Witness  the 
father  who  wants  to  help  make  the 
world  safer  for  his  gay  son.  Or  the 
drug  counselor  who  wants  to  keep  ad- 
dicts alive  to  kick  their  habits.  During 
the  past  two  years,  these  volunteers 


have  each  gotten  four  shots  of  the  vac- 
cine to  help  prove  that  it  stimulates  the 
production  of  both  antibodies  and  killer 
T-cells,  which  attack  AIDS-infected 
cells.  But  all  this  is  just  the  beginning. 
Scientists  will  have  to  test  potential 
vaccines  on  thousands  of  Lester  Steins 
and  chart  their  progress  for  many 
years.  Only  then  will  they  know  wheth- 
er AIDS  can  be  prevented. 

By  John  Carey  in  Baltimore 
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CONAGRA:  OUT  OF 
THE  FREEZER 


Beatrice  will  help  it  compete  in  the 
rest  of  the  supermarket 


T: 


|he  notion  that  ConAgra  Inc.  is  a 
bit  of  a  rube  when  it  comes  to 
selling  consumer  foods  is  one  that 
its  marketing  chief,  L.  James  Kennedy, 
finds  amusing.  "Can  this  poor,  humble 
company  from  the  wide  plains  of  Oma- 
ha, Nebraska,  possibly  tan- 
gle with  the  sophisticated 
Lords  of  Marketing  in 
Camden,  New  Jersey,  and 
Cincinnati,  Ohio?"  he  asks 
in  an  exaggerated  twang. 
He  pauses,  then  delivers  a 
killer  smile:  "You  bet  your 
ass  we  can." 

The  "Lords"  in  question 
are  Campbell  Soup  and 
Procter  &  Gamble,  but 
Kennedy  might  as  well 
have  included  H.  J.  Heinz, 
General  Mills,  Quaker 
Oats,  and  any  other  food 
giant  with  a  hot  reputation 
for  marketing.  ConAgra's 
$2.34  billion  purchase  of 
Beatrice  Co.  on  June  7,  in- 
cluding about  $1  billion  in 
assumed  debt,  has  given  it  the  opportu- 
nity to  butt  heads  with  the  lot  of  them. 

Few  grocery  cart  jockeys  have  heard 
of  ConAgra,  yet  it's  the  nation's  largest 
purveyor  of  prepared  frozen  foods  such 
as  Banquet  pot  pies.  With  the  purchase 
of  Beatrice,  ConAgra  blasts  out  of  the 
freezer  case  and  into  the  "dry"  side  of 
the  grocery  store,  where  bottles,  cans, 
and  boxes  of  nonrefrigerated  food  are 
sold.  ConAgra  picks  up  such  brands  as 
Hunt's  Ketchup  and  processed  meats  in- 
cluding Swift  Premium  and  Eckrich  (ta- 
ble). Just  as  important,  it  gets  the  exten- 
sive sales  and  distribution  system  run  by 
Beatrice's  Hunt-Wesson  unit. 
FOURTH  REVAMP.  But  ConAgra  remains 
a  company  with  deep  roots  in  commodity 
products  such  as  flour  and  raw  beef,  and 
it  has  stumbled  badly  with  some  of  the 
packageo  '^lods  buys  it  made  in  the  past. 
"If  you've  :  een  a  commodity  company, 
the  grocery  sidt  can  be  filled  with  risk," 
says  John  M.  McMillin,  an  analyst  at 
Prudential-Bache  Se  'urities  Inc. 

When  ConAgra  bought  Armour  Food 
Co.  in  1983,  Chairnian  and  CEO  Charles 
M.  "Mike"  Harper  told  BUSINESS  week 
that  the  meat  manufacturer  would  ex- 
ceed the  company's  standard  of  207c 


return  on  equity.  Armour, 
however,  has  been  unprofit- 
able since  1986.  Its  hot  dogs, 
bacon,  and  other  meats  have 
lost  market  share,  and  its 
competitors  consider  Ar- 
mour an  also-ran.  The  fro- 
zen Armour  Dinner  Classics 
line  is  in  its  fourth  revamp. 
"We  have  not  done  a  good 
job  with  Armour,"  Harper  admits. 

That  raises  a  red  flag,  because  Be- 
atrice's Swift-Eckrich  is  hardly  a  stellar 
performer.  A  former  Beatrice  executive 
says  it  has  been  losing  market  share  in 
many  of  its  key  brands,  partly  to  abler 
rivals  such  as  Oscar  Mayer's  Louis  Rich, 


ticism.    For   every  so 
brand  at  Beatrice  there 
another  that  excites  the 
Butterball   turkey,  for 
stance,   is   a  well-kno#fi'ii 
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brand  that  ConAgra  coi 


use  to  build  its  commod  iisijo 
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BEATRICE'S  MIXED  BAG:  SOME  PRODUCTS  ARE  ON  TOP... 


Beatrice  producl          Market  share 

Closest  competitor                       Market  share 

Orville  Redenbacher's 
Gourmet  Popping  Corn 

36% 

General  Mills'  Pop  Secret 

15% 

Hunt's  Tomato  Sauce 

43 

Nestle' s  Carnation  Tomato  Sauce 

19 

Hunt's  Tomato  Paste 

38 

Nestle's  Carnation  Tomato  Paste 

37 

... 

AND  SOME  LAG  BEHIND 

Hunt's  Ketchup 

18% 

Heinz  Ketchup 

56% 

Peter  Pan  Peanut  Butler 

15 

Procter  &  Gamble's  Jif 

30 

Swiss  Miss  Refrigerated 
Puddings 

30 

General  Foods'  Refrigerated 
Jello  Puddings 

65 

Rosarita  Mexican  Foods 

11 

Whitman's  Old  El  Paso  Mexican  Food 

35 

Wesson  Cooking  and 
Salad  Oil 

19 

Procter  &  Gamble's  Crisco 

21 

chicken  business  into  val 
added  consumer  products 
They  also  crow  about  C# 
Agra's  success  with  Banquet  and  its  1 
new  Healthy  Choice  frozen-dinner 
entree  line.  Harper  ordered  it  up  af 
suffering  a  heart  attack  and  finding  tl 
the  prepared  foods  that  fit  his  restrie 
diet  tasted  like  cardboard.  Healtlfiffl 
Choice  had  to  be  low  in  fat,  sodit§s.^.gri 
cholesterol,  and  caloriei 
but  palatable,  too. 

Evidently,  ConAgra 
on    the    right  recilofa 
Healthy  Choice  is  a  bio  (13  oi 
s 

persii 


DATA;  PRUOENTIAL-BACHE  SECURITIES 


and  partly  due  to  the  general  shift  away 
from  red  meats.  The  Hunt-Wesson 
brands  are  in  better  shape,  but  most  are 
middling  performers  in  tough  categories. 
ConAgra  managers  scoff  at  the  skep- 


buster,  profitable  in 
first  year,  with  sales  n( 
ing  $200  million.  It's  st< 
ing  market  share  from  (  ssfef 
er  frozen-meal  vendors 
response,  Nestle's  Stouffcaiijir 
is  jumping  on  the  hej 
bandwagon  by  reduc 
salt  in  its  Lean  Cuis 
line.  And  Heinz's  Weipes 
Watchers  is  overhaul 
its  marketing  approach, 

ConAgra  believes 
move  to  lov^'-fat  foods 
long-term  trend,  not  a 
Indeed,  ConAgra  plan^ips  l 
build  Healthy  Choice  into  a  major  bn  wog,  j; 
with  products  scattered  throughout 
grocery  aisles.  Two  possibilities 
duced-fat  puddings  and  fruit-based  Jbsii 
serts,  as  well  as  "shelf-stable"  mi  t^oj,^! 


KKR  HAS  PLENTY 
TO  CROW  ABOUT 


I as  the  leveraged  buyout  of  Beatrice 
Co.  lived  up  to  its  much-ballyhooed 
promise  of  astronomical  returns?  Donald 
P.  Kelly  doesn't  think  so.  In  April,  1986, 
Kelly  helped  Kohlberg  Kravis  Roberts  & 
Co.  take  Beatrice  private  for  $6.2  billion. 
He  served  as  its  chairman  until  October, 
1988.  What's  more  important,  Kelly,  who 
still  sits  on  Beatrice's  board,  is  a  top 
stockholder.  "Investors  did  extremely 
well,"  he  says.  "But  I  think  they  could 
have  done  better." 

Kelly  is  crying  all  the  way  to  the  bank. 
Even  as  he  argues  that  the  company  could 
be  sold  for  much  more  in  a  year  or  two, 
he  admits  he'll  clear  "well  over"  $100  mil- 
lion once  ConAgra  Inc.  pays  $1.3  billion 
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for  Beatrice.  Nor  is  he  the  only  <  k 
ing  out:  KKR,  which  put  up  a  mi* 
1.5%  of  the  $420  million  in  equit 
LBO,  will  walk  away  with  an  e 
$240  million.  That's  the  sum  of 
cut  in  profits  its  limited  partners 
fees  of  about  $50  million  to  arr 
deal  and  advise  Beatrice  since  l£|r; 
JUBILATION,  kkr's  limited  partn' 
own  about  61.5%  of  the  comp 
downright  jubilant,  too.  They  put 
share  in  1986  and  collected 
later  after  parts  of  the  compa 
sold.  They'll  get  an  additional  $11 
ConAgra  takes  over  later  this  yi 
comes  to  a  50%  annual  rate  of  k 
worked  out  great,"  says  John 
president  of  First  Chicago  Vent 
tal,  a  longtime  KKR  partner  and 
investor. 

Sure,  the  outcome  is  someth 
comedown  from  the  $3  billion  n 
that  some  investors  once  expe< 
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ive  dinners  that  need  no  refrigeration. 
9tt  W.  Rahn,  vice-president  for  inter- 
1  development,  believes  Healthy 
oice  will  be  a  $1  billion  brand  within  a 

V  years,  larger  than  Weight  Watchers 
»d  sales  today.  But  rivals  aren't  about 
abandon  the  market.  In  fact,  Stouffer 
ods  Corp.  has  launched  Right  Course, 
)ther  nutrition-oriented  product. 

.OD  CHAIN.'  The  Hunt-Wesson  distribu- 
1  system  will  help  Healthy  Choice  and 
er  ConAgra  brands.  The  company's 

V  product  ideas  have  been  hindered 
its  reliance  on  refrigerated  trucks. 
:;h  Hunt-Wesson's  semi  rigs,  "if  we 
est  in  a  new  product,  we  can  roll  it 

nationwide  just  by  putting  another 
ton  on  the  truck,"  Harper  says. 
lonAgra  was  on  its  knees  in  1974 
3n  Harper,  now  62,  was  brought  in 
Pillsbury.  He's  built  the  company 
Ti  a  $633  million  outfit  to  the  $20 
on  behemoth  it  will  become  by  add- 
1,3  billion  Beacrice.  In  the  past  15 
rs,  its  stock  has  blossomed  from 
4  per  share  to  nearly  $35.  Harper 
s  to  say  ConAgra's  product  line  runs 
ross  the  food  chain,"  and  while  it  has 
to  market  fresh  plankton,  it  sells 
.'jrthing  from  fertilizer  to  raw  corn  to 
b  chops  to  kids'  microwave  dinners, 
ut  with  the  Beatrice  purchase,  Con- 
a  may  begin  shedding  its  basic-com- 
lities  image.  Investment  banking 
1  Goldman,  Sachs  &  Co.  figures  Con- 
a  will  earn  49%  of  its  profits  from 
ided  foods  in  its  new  fiscal  year  just 
■  in,  compared  with  16%  last  year, 
lat  will  require  a  whole  new  mindset 
onAgra.  With  the  enthusiasm  of  the 
erdog,  its  managers  relish  the 
ight  of  proving  their  skeptics  wrong 
oining  the  ranks  of  the  "Lords." 
Russell  Mitchell  in  Omaha.  Lois  Therrien 
licago,  and  Gregory  L.  Miles  in  Pittsburgh 


net  was  more  like  $1.77  billion:  the 
nee  between  buying  Beatrice  with 
illion  in  equity  and  getting  $2.2  bil- 
ck  after  four  years,  while  paying 
he  huge  debt  along  the  way  with 
illion  in  proceeds  from  the  sales  of 
Even  Kelly  concedes:  "Those  num- 
ere  being  thrown  around  when  the 
aarket  was  still  alive  and  well, 
got  to  look  at  this  in  the  context  of 
es." 

the  50%  return  certainly  stacks 
against  typical  lbos  yields  of  30% 
.  Nor  are  Beatrice  bondholders 
,  Since  the  ConAgra  offer,  Be- 
reset  notes  have  jumped  from  101 
.  Its  floating-rate  notes  have 
,  too.  Indeed,  if  there  is  a  down- 
this  deal,  it  seems  to  be  simply 
ne  Beatrice  investors  counted  their 
5  too  soon. 

ois  Therrien  in  Chicago  and  Leah  J. 
!  in  New  York 


MARKETING  I 


YOU  CAN  LEAD  A  RESTAURATEUR 
TO  PERRIER,  BUT . . . 


Sales  could  fizzle  if  more  upscale  eateries  don't  welcome  the  water  back 


At  the  Palm  restaurant  in  New 
York,  where  the  elite  meet  to  de- 
vour 17-ounce  sirloin  steaks,  you 
can't  get  Perrier  anymore.  The  famous 
steakhouse  decided  not  to  restock  the 
French  sparkling  water,  even  after  it  re- 
turned to  the  market  in  a  shower  of 
publicity  backed  by  a  $25  million  market- 
ing blitz.  "With  all  the  questions  that 
have  been  raised  about  it,"  manager 
Paul  Rossum  explains,  "we  just  didn't 
feel  like  going  back." 

That  sentiment  is  echoed  by  several  of 
the  nation's  swankiest  restaurants:  Per- 
rier is  no  longer  on  the  menu  at  Jean- 
Louis  in  Washington,  Chez  Panisse  in 
Berkeley,  Calif.,  or  Spago  in  West  Holly- 
wood. The  yuppie  libation  may  be  back 
from  its  costly  10-week  recall,  but  that 
doesn't  mean  customers  are  clamoring 
for  its  familiar  pear-shaped  bottles. 
PERFECT  NO  MORE.  Perrier's  most  disaf- 
fected customers  are  also  its  most  cru- 
cial ones — the  upscale  restaurants  that 
helped  build  its  reputation  in  the  1980s 
by  serving  it  as  a  healthy  but  stylish 
alternative  to  alcohol.  "We're  finding 
much  more  resistance  to  it  in  restau- 
rants," says  Bill  Wiegand,  president  of 
Universal  Brands  Inc.,  a  Perrier  distribu- 
tor in  Miami.  Wiegand  is  selling  40%  less 
Perrier  than  he  did  before  the  recall.  He 
says  restaurants  were  forced  to  choose  a 
new  water  when  Perrier  was  yanked, 
and  many  are  now  passing  up  the 
chance  to  switch  back. 


A  third  of  Perrier's  $140  million  in 
estimated  annual  U.  S.  sales  come  from 
restaurants,  hotels,  and  other  large  cus- 
tomers. But  restaurant  sales  have  an 
added  impact  on  Perrier's  general  per- 
formance because  new  customers  often 
buy  the  water  in  stores  after  savoring  it 
during  an  evening  on  the  town. 

Perrier  never  claimed  it  would  be  easy 
to  rebound  from  the  contamination 
scare.  And  the  fizzy  stuff  returned  to 
the  U.  S.  only  six  weeks  ago.  But  distrib- 
utors in  several  major  markets  now  wor- 
ry that  Perrier  will  never  regain  the 
market  share  that  made  it  the  No.  1  bot- 
tled water.  "The  selling  point  is  not  as 
strong  as  it  once  was,"  says  Ronald 
Pozc  of  Kammerer  Bottling  Group,  a 
Chicago  distributor.  Its  sales  of  Perrier 
have  sunk  80^^  from  pre-recall  levels. 

Pozc  and  others  think  it's  much  tough- 
er to  sell  a  water  once  touted  as  "per- 
fect" after  the  damaging  disclosures 
that  tiny  amounts  of  benzene,  a  carcino- 
gen, were  allowed  to  build  up  in  Perri- 
er's underground  spring. 

Perrier  Group  of  America  Inc.  insists 
it  is  "right  on  target"  for  this  stage  of 
the  reintroduction,  which  began  in  late 
April.  But  the  Greenwich  (Conn.)  compa- 
ny says  it  hasn't  collected  any  concrete 
sales  figures.  Jane  Lazgin,  a  spokes- 
woman, acknowledges  that  restaurants 
and  hotels  have  given  Perrier  a  tepid 
reception.  But  she  points  out  that  it  has 
done  much  better  in  recapturing  shelf 
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space  at  supermarkets  and  convenience 
stores — which  means  consumers  are 
welcoming  it  back. 

That's  mainly  because  Perrier  Group, 
which  owns  several  domestic  bottled  wa- 
ters, was  able  to  offer  store  owners  al- 
ternative waters  such  as  Poland  Spring, 
Calistoga,  and  Arrowhead  to  keep  their 
shelves  full  during  the  recall.  And  Perri- 
er says  it  has  closer  relationships  with 
stores  than  with  restaurants  or  hotels. 

The  picture  is  also  brighter  back 
home.  "Perrier  has  taken  back  its  posi- 
tion in  the  French  market  with  no  prob- 
lem at  all,"  says  Alain  Kerfourn,  an  ana- 
lyst with  Paris  broker  Sellier.  In  France, 
where  Perrier  gets  33%  of  its  estimated 
$420  million  in  sales,  most  restaurants 
never  bothered  to  pull  Perrier  during  the 
benzene  scare.  And  a  spate  of  hot 
weather  there  has  kept  sales  of  all  bot- 
tled waters  bubbling. 

But  in  the  U.  S.,  where  restaurants 
are  less  blase  than  their  Gallic  counter- 
parts, Perrier  faces  a  far  tougher  sell. 
The  company  is  embarking  on  an  ag- 
gressive campaign  to  win  back  loyalty: 
It  has  hired  50  summer  interns  to  visit 
restaurants  and  hotels  to  convince  them 
that  the  new  Perrier — bearing  the  in- 
scription nouvelle  production — is  every 
bit  as  pure  as  it  once  was. 
LOONY  CAVEMAN.  Perrier  is  harking  back 
to  the  past  in  its  advertising,  too:  A  new 
campaign  reprises  both  the  slogan 
"Earth's  First  Soft  Drink"  and  the  loony 
caveman  that  pitched  Perrier  in  the  mid- 
1980s.  Some  distributors  are  taking 
more  direct  measures.  Syd  Pastor,  e.xec- 
utive  vice-president  of  Pepsi-Cola  Buffa- 
lo Bottling  Corp.  in  Buffalo,  says  he 
might  slash  Perrier's  price  from  $11  to 
$9.50  a  case. 

The  trouble  is,  Perrier  has  become 
just  one  of  several  waters  vying  for  the 
attention  of  consumers  and  restaurants. 
And  since  1985,  it  has  been  losing  mar- 
ket share  to  Evian,  a  French  still  water. 
Now,  Evian  plans  to  market  its  own  Ital- 
ian sparkling  water,  which  beverage  an- 
alysts say  will  give  Perrier  a  run  for  its 
money.  Some  of  the  prime  beneficiaries 
of  Perrier's  woes  are  other  Perrier- 
owned  brands  such  as  Poland  Spring 
and  Calistoga.  But  they're  cheaper  than 
Perrier,  so  while  the  company  might  be 
holding  on  to  some  of  its  market  share, 
it  could  well  take  a  hit  in  profits. 

The  biggest  danger  may  simply  be 
that  bottled  wate:f  is  increasingly  being 
seeii  as  a  commc'dity.  "Water  is  not  real- 
ly hke  wine,"  says  Andre  Soltner,  chef 
and  owner  of  Lutece  in  New  York.  "It 
doc-^-n't  has-e  a  vintage."  Chilling  words 
for  the  company  that  made  water  chic. 

By  Mark  Lmdler  in  New  York  and  Lisa 
DritcoU  in  New  Haven,  mth  Stewart  Toy  in 
Paris 


SECURITIES  I 


THE  COURTS  DUMP  ANOTHER 
BUCKET  OF  WATER  OH  THE  SEC 


Overturning  'one  share,  one  vote'  will  likely  curb  the  agency's  clout 


Up  and  down  Wall  Street,  the  Secu- 
rities &  Exchange  Commission 
enjoys  the  reputation  of  a  hard- 
nosed  regulator.  But  once  the  agency 
walks  into  court,  the  tough  cop  often 
finds  the  tables  are  turned. 

Last  fall,  the  commission  lost  a  legal 
turf  battle  with  another  agency  for  au- 
thority over  exotic  investment  products. 
This  spring,  the  federal  appeals  court  in 
New  York  curbed  the  SEC's  ability  to 
pursue  insider-trading  charges  against 
those  who  profit  from  thirdhand  tips. 

And  now,  in  the  latest  blow,  a  U.  S. 
appeals  court  in  Washington,  D.  C,  on 
June  12  struck  down  a  two-year-old  SEC 
rule  barring  most  exchange-listed  com- 
panies from  adopting  a  potent  anti- 


BREEDEN:  HIS  ACTIVIST  AGENDA  IS  ON  THE  LINE 


takeover  device:  issuing  new  classes  of 
stock  that  dilute  the  rights  of  existing 
shareholders.  The  court  ruled  the  one- 
share,  one-vote  rule  would  "im.pinge  se- 
verely on  the  tradition  of  state  regula- 
tion of  corporate  law." 

The  decision  is  a  major  setback  for  the 
SEC's  activist  chairman,  Richard  C.  Bree- 
den.  Experts  think  the  decision  could  sti- 
fle any  hopes  the  SEC  chief  had  to  con- 
test state  antitakeover  laws  such  as 
Penn.sylvania's,  which  he  complains  im- 
properly "insulates  management  and 
boards  from  shareholders."  Some  ana- 
lysts say  the  court's  ruling  could  be 
sweeping  enough  to  weaken  the  commis- 
sion's planned  reform  of  the  proxy  vot- 
ing process.  It  throws  "a  bucket  of  cold 


water  on  the  SEC's  involvement  in  corj 
rate  governance,"  says  Gregg  Jarrell 
University  of  Rochester  finance  prof 
sor  and  former  SEC  chief  economist. 

Equally  damaging  to  Breeden's  ag( 
da  is  the  courts'  recent  treatment  of 
forcement  cases.  Bolstered  by  tou 
penalties  for  securities-law  violati 
adopted  by  Congress,  Breeden  has 
strict  standards  for  settlements.  As 
result,  more  targets  of  SEC  probes 
choosing  to  fight  in  court.  But  while  1  WPHJI 
SEC  is  entitled  to  as  much  as  three  tin 
the  amount  gained  from  insider  tradii 
for  instance,  judges  are  reluctant  to 
pose  fines  greater  than  the  actual  pr 
its.  That's  better  than  the  defendai 
could  get  in  a  settlement  and  will 
courage  more  court  battles,  straini 
the  SEC's  resources.  The  commiss 
is  "going  to  be  forced  to  rethink  wl 
it's  doing  in  the  enforcement  arelorsc 
says  Russell  B.  Stevenson,  a  forn 
SEC  deputy  general  counsel. 
BUILDING  FENCES.  In  practical  ten 
the  one-share,  one-vote  ruling  n  )M\isi 
have  limited  impact.  Institutional  ire  soon  i 
vestors,  who  have  become  increasi;  t»cka!i(]( 
ly  militant,  may  balk  at  approv: -andriij; 
proposals  by  corporate  managers  !| 
create  new  classes  of  stock.  If  tb  t 


issues,  which  carry  greater  vot  mes 


rights,  are  kept  in  friendly  hands, 


mt 


■nil  rfn 


stock  could  help  management  thw   will  j-^ 
unfriendly  takeover  actempts.  i'joirpjj. 
managements  now  may  need  fe*  i^}^^ 
defenses  since  the  junk-bond  mar Lr  oj  jj^ 
has  collapsed  and  state  governmejl  taJoiK  (} 
are  siding  more  and  more  with  thkensoclii! 
against  raiders — leaving  investors!  also 
the  lurch.  "If  there  isn't  the  SEC  to  cojiii  t|,j( 
terbalance  the  states,"  says  Roi  ►jjj^jjjj 
Blanc,  a  New  York  securities  lawit 
states  will  "erect  13-foot-high  eleciis  t]ie 
fences  around  companies." 

The  unanimous  verdict  may  force  fej j 
SEC  to  seek  help  from  Congress.  Ind4  «,][,,:;' 
Breeden  may  have  to  rely  on  lawmakti 


far  more  than  he  would  like.  The  agef 
already  is  looking  to  Capitol  Hill  fon(i 
risdiction  over  stock-index  futures,  h 
relying  on  Congress  is  "arduous,  slli;,,^jj, 
and  hard  to  control,"  notes  former  ^ 
General  Counsel  Daniel  L.  Goelzer. 
SEC's  recent  record  in  court,  howe'li 
may  leave  it  little  choice. 

By  Dean  Foust  in  Washington,  mth 
vid  Zigas  in  New  York 
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WORLD  TRWX  GNTW 
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tOM  THE  DONALD 
THE  FIGUREHEAD? 


lelp  Trump  avoid  bankruptcy,  the  banks  want  him  to  yield  control 


or  so  many  years,  Donald  Trump's 
bankers  acted  like  his  servants. 
Now,  reeling  from  sagging  real  es- 
markets,  a  ruinous  debt  load,  and 
ill-advised  deals,  the  erstwhile  bil- 
ire  soon  will  likely  be  at  the  bank- 
beck  and  call.  If  the  banks  get  their 
-and  odds  are  they  will — not  only  is 
ip  likely  to  lose  control  over  his  em- 
but  most  if  not  all  of  his  major 
srties  will  be  liquidated.  Trump's 
will  remain  on  the  door,  but  the 
ers  will  be  calling  the  shots. 
;icorp.  Bankers  Trust  New  York, 
Manhattan,  and  Manufacturers 
tver  on  June  10  tentatively  agreed 
bailout  that  would  defer  interest 
lents  on  his  $2  billion  in  bank  loans, 
also  would  lend  him  a  fresh  $60 
tn  that  he  needs  badly  to  meet  on- 
expenses  and  to  service  other 
Subject  to  approval  by  smaller 
rs,  the  bailout  was  expected  to  get 
p  through  a  June  15  deadline  for 
lillion  in  interest  payments  on  junk 
)  used  to  finance  his  Trump  Castle 
'rump  Plaza  casinos  in  Atlantic  City 
repayment  of  a  $35  million  bank 
He  faces  similar  deadlines  in  the 
IS  ahead.  If  Trump  defaults,  the 
1  would  lay  immediate  claim  to  his 
e  by  seizing  the  collateral. 
;  things  needn't  get  that  bad  for 
ip  to  begin  doing  the  bankers'  bid- 
For  it's  the  banks'  forbearance 
lial  ilready  has  given  them  effective 
or  )1  of  his  shining  collection  of  New 


York  hotels  and  real  estate  and  an  air- 
line, the  Trump  Shuttle.  Ti-ump  declines 
comment,  so  his  response  to  the  bank- 
ers' plans  is  unknown.  But  senior  lend- 
ing officers  at  Trump's  banks  privately 
make  it  clear  they  intend  to  recruit  new 
executives  to  take  operational  control  of 
most  or  all  of  his  properties.  Trump,  say 
these  bankers,  would  be  allowed  to  save 
face  by  staying  on  as  a  figurehead. 
"Trump's  talents  are  in  promotion  and 
selling,"  says  one.  He  needs  "to  turn  the 
reins  over  to  someone  else  so  he  can 
promote  and  sell." 

TOUGH  SELL.  Some  of  his  friends  say 
Trump  will  strongly  resist  giving  up 
power.  Yet  he  has  little  leverage  over 
the  banks.  He's  pressingly  short  of 
cash — so  short  he  couldn't  come  up  with 
enough  to  meet  the 
June  15  payments  on 
his  own.  The  Taj  Ma- 
hal, the  huge  new  ca- 
sino Trump  hopes 
eventually  will  make 
him  liquid  once  more, 
is  so  far  doing  better 
than  breakeven,  but 
not  enough,  say  ana- 
lysts, to  carry  it 
through  the  slow  win- 
ter months.  Without 
cash  or  the  banks' 
grace,  Trump  would 
have  been  forced  into 
bankruptcy. 
That  humiliation  is 


unlikely.  But  what  Trump  probably  can't 
avoid  is  a  major  dismantling  of  his  em- 
pire and  a  reworking  of  his  finances, 
details  of  which  his  lenders  already  are 
busily  figuring  out.  One  inside  source 
says  the  plans  include  raising  fresh  per- 
manent capital,  possibly  through  a  sale 
of  stock  in  his  casinos  to  the  public.  An- 
other option:  long-term  financing  from 
insurance  companies. 

Raising  money  won't  prove  easy.  Neg- 
ative publicity  about  his  financial  straits 
and  the  uncertain  outlook  for  his  casinos 
could  doom  a  stock  offering  any  time 
soon.  Nor  may  insurers  be  any  more 
eager  than  public  investors.  Prudential 
Insurance  Co.  rejected  Trump's  request 
for  a  $90  million  mortgage  on  his  Trump 
Tower  retail  and  commercial  project — 
one  of  his  most  bankable  properties — to 
replace  a  $75  million  Chase  Manhattan 
loan.  With  these  sources  of  cash  so  dubi- 
ous. Trump's  creditors  are  focusing  on 
selling  assets  over  many  months  to 
avoid  the  appearance  of  a  fire  sale. 
BLEAK  NUMBERS.  Trump  does  have  a  few 
winners  in  his  portfolio,  such  as  the  the 
Trump  Plaza  casino,  which  might  net 
him  $175  million  after  paying  off  the 
$273  million  in  debt.  Trump  Tower  could 
bring  $60  million  more  than  its  $75  mil- 
lion mortgage.  But  for  other  properties, 
sale  proceeds  could  be  less  than  the 
debt.  The  Shuttle,  which  carries  a  debt 
of  $380  million,  may  bring  as  little  as 
$350  million,  says  a  Trump  banker.  The 
Plaza  Hotel  seems  unlikely  to  fetch 
much  more  than  its  debt  of  $435  million. 
Likewise,  Trump's  76-acre  parcel  of  land 
on  Manhattan's  West  Side  would  likely 
not  bring  much  more  than  its  $200  mil- 
lion mortgage.  And  Trump  could  suffer 
big  losses  if  he  tries  to  unload  his  other 
casinos.  Based  on  current  cash  flow  pro- 
jections, he  might  get  only  $400  million 
for  the  Taj,  which  has  a  debt  of  $725 
million,  and  $225  million  for  the  Castle, 
with  a  $410  million  debt. 

Some  of  Trump's  backers  contend 
these  bleak  numbers  don't  take  into  ac- 
count the  man's  resiliency.  "Donald  is 
looking  at  things  today  a  lot  more  realis- 
tically," says  Al  Glas- 
gow, a  Trump  gaming 
consultant.  "When 
you're  on  a  roll,  it's 
hard  not  to  believe 
your  own  publicity. 
You  think  you're  in- 
vincible. But  he's  a 
different  person  now. 
I  think  now  he'll  come 
out  of  this  stronger 
than  ever."  Not  before 
he  does  some  time 
waiting  on  his  bank- 
ers' commands. 

By  Chris  Welles,  unth 
John  Meehan,  in  New 
York 
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BANKRUPTCIES 


AMONG  MANVILLE  S  1  7,000  CLAIMANTS  ARE  57  1  FORMER  BROOKLYN  NAVY  YARD  WORKERS 


BACK  IN  JEOPARDY 
AT  MANVILLE 


A  tough  federal  judge  threatens  to  tear  up  the  asbestos  settlement 


Federal  district  court  judge  Jack  B. 
Weinslein  a  few  years  back  carved 
a  deal  that  settled  the  huge  Agent 
Orange  class  action.  The  Brooklyn  judge 
made  sure  that  the  estimated  45,000 
Vietnam  veterans  alleging  injury  from 
the  herbicide  shai-ed  equitably  in  the 
$180  million  settlement  by  seven  chemi- 
cal makers.  He  also  slashed  the  fees  of 
the  victims'  lawyers. 

Now.  with  a  hand  from  a  state  couit 
judge.  Weinstein  is  set  on  a  similar  cure 
for  the  nagging  woes  of  one  of  the  big- 
gest companies  ever  to  exit  bankruptcy. 
Manville  Corp.  On  June  1,  he  issued  an 
order  laying  bare  an  agenda  for  re\iving 
the  cash-strapped  Man- 
ville Personal  Injury 
Seidement  Trust. 
AMBITIOUS.  It  was  Wein- 
stein s  Si-eond  move  in 
last  ;Vw  weeks  on 
M,t  iville's  tru.«t,  which 
\\'i)6  set  up  CO  pay  the 
claims  o:'  asbestos  vic- 
tims and  paved  the  way 
for  Manville  to  e.xit 
Chapter  Curiously, 
though,  ii  hasn't  been 
fully  appreciated  yet 


just  how  ambitious  his  goals,  and  those 
of  New  York  Supreme  Court  Justice 
Helen  E.  Freedman,  seem  to  be. 

An  analysis  of  their  edicts,  plus  inter- 
views with  lawyers,  sources  close  to  the 
courts,  and  representatives  of  the  trust 
and  Manville,  shows  that  the  judges 
want  nothing  less  than  to  recast  Man- 
ville's  bankruptcy  plan  in  the  mold  of 
the  Agent  Orange  settlement.  "There's 
no  question  that  what  Judge  Weinstein 
is  trv'ing  to  do  in  Manville  is  very  similar 
to  the  style  and  approach  he  took  in 
Agent  Orange,"  says  a  source  involved 
in  both  cases.  If  the  judges  succeed, 
they  could  set  a  precedent  for  similar. 


massive  "toxic  tort"  cases  now  pendi 
around  the  countrj'. 

Manville  spent  six  exhausting  yearsf 
Chapter  11  trying  to  resolve  a  slew 
claims  from  victims  of  asbestos  ex 
sure.  Now,  Weinstein  threatens  to 
mantle  what  the  bankruptcy  court 
\ised  (table).  He  may  even  tr\-  to  lift 
injunction  that  shelters  Manville  fr  ^l*^ 
asbestos  damage  suits — and  has  se'  ^  ^ 
July  9  deadhne  for  the  parties  to  j  ^ 
suade  him  not  to  act  l  '*^- 


But  for  Weinstein's  plan  to  succe 


ITFUl 


HOW  MANVILLE'S  TRUST 
WORKS  NOW... 

►  \'ictims  get  paid  based  on  when 
they  sued 

►  Every-  case  is  entitled  to  a  jur\' 
trial  in  state  court 

►  Lawyers'  fees  are  none  of  the 
court's  business,  but  a  contract  be- 
tween attorney  and  client 

DATA:  COURT  DOCUMENTS,  BW 


...AND  HOW  WEINSTEIN 
WOULD  CHANGE  IT 

►  Victims  get  paid  based  on  fixed 
criteria  such  as  disease,  age,  and 
available  funds 

►  Large  numbers  of  cases  get  re- 
solved simultaneously 

►  The  court  oversees  the  la\A7er- 
client  fee  arrangement 


he  must  overcome  a  number  of  key 
stacles.  Because  he's  an  outsider,  his 
gal  powers  over  the  Manville  bankrt 
cy  are  extremely  murky.  Not  only  is 
jurisdiction  unclear,  but  it's  untes 
whether  any  judge  can,  at  this 
stage,  fundamentally  change  the  M 
ville  plan,  which  a  federal  appeals  co 
lias  approved.  There's  also  this  questi 
Are  his  demands  simply  so  much  pos' 
ing  to  press  Man\ille  into  shelling 
enough  cash  so  he  can  clear  his  doc 
of  hundreds  of  asbestos  cases'? 
NO  QUICK  FIX.  In  any  event,  Manville 
the  victims'  lauyers  are  sure  to  j 
Weinstein  a  fight.  "Judge  Weinstein 
not  participate  in  the  years  of  negot 
ing  the  Manville  reorganization,' 
plains  Gene  Locks,  a  Philadelphia  law 
who  represented  asbestos  victims, 
has  limited  knowledge  of  asbestos." 

As  a  longtime  major  producer  of 
bestos,  Denver-based  Manville  was 
en  to  court  by  many  asbestos  victi 
These  suits  include  the  571  cases  inv 
ing  shipbuilders  from  the  Brooks; 
Xa\T  Yard  that  are  pending  bel 
Weinstein  and  Freedman.  By  Aug 
1982.  asbestos  suits  against  Mannlle- 
taled  some  17,000,  and  the  company 
to  bankruptcy  court  for  protection,  s; 

Instead  of  a  quick  fix,  Manvi 
bankruptcy  dragged  on.  It  only  hea 
toward  resolution  after  Bankrup 
Judge  Burton  R.  Lifland  in  Aug'ait^li 
1984,  sought  help  from  Manhattan  at: 
ney  Leon  Silverman.  His  role:  to  prol:::^^^-; 
the  interests  of  victims  who,  becauS' 
the  years-long  lag  between  asbestos 
posure  and  the  onset  of  disease,  di: 
yet  know  they  would  get  sick. 

Silverman  forged 
final  compromise: 
called  for  Man\il!e[j 
give  up  a  majoritj'  o  u 
stock  and  a  big  pieci: 
its  future  profits  to 
isfy  claims.  In  addi'k: 
Manville  set  up  a  tit 
which  it  funded  i 
S815  million  in  cashf: 
notes,  plus  up  to  80'h 
Manville's  stock,  ind 
ing  an  issue  of  con' 
ible  preferred  shet 
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jinning  in  1991,  the  trust  is  due  to  get 
milHon  annually  for  24  years  from 
nville  bonds,  and  in  1992  it's  owed  up 
107'  of  Manville's  annual  profit, 
n  return,  Manville  gained  protection 
inst  punitive  damages  and  an  injunc- 
.  shielding  it  against  future  asbestos- 
,ted  liabiHties.  A  committee  of  some 
lawyers  representing  victims,  mean- 
le,  fought  for  and  won  the  option  of 
ling  with  the  trust  or  pursuing  their 
us  individually  through  arbitration 
ury  trials  in  state  court.  They  also 
I  recognition  that  Lifland  couldn't 
ilate  their  fees. 

RTFALL.  Trouble  is,  the  trust  has  al- 
ly run  out  of  mon- 

Both  the  152,000 

ns  that  had  been 

i  as  of  Mar.  31  and 
trust's  average 

)00  payout  far  ex- 
earlier  estimates 
foresaw  no  more 

1  100,000  claims 


an  average  pay- 
of  $25,000.  Of  the 
.4  million  that  the 
;  had  paid  as  of 
.    31    to  settle 
iO  claims,  lawyers' 
likelv   ate  up 
3   $200  million. 
$1.5  billion  in  as- 
and  $7.5  billion  in 
cted  claims,  the 
faces  a  shortfall 
)  less  than  $6  bli- 
the judges  noted, 
lid  that's  where 
stein  and  Freed- 
come  in.  They 
to  go  back  to  the 
ing  board.  Their 
1  order  seeks,  as 
mporary  fix,  to 
Manville  to  ad- 
!  to  the  trust  between  $200  million 
300  million  until  it  begins  collecting 
le  in  1991.  Next,  the  judges'  plan 
i  "permit  inquiry"  into  the  trust's 
dministrative  costs  and  the  plain- 
attorneys  "high  contingency  fees." 
y,  it  would  rid  the  trust  of  its 
in,  first  out"  payment  system, 
I  gives  priority  to  claimants  based 
len  they  filed  suit, 
tead,  the  judges  urge  an  Agent  Or- 
like  solution:  Provide  for  equitable 
nent  of  claimants  through  "an  in- 
ce-type  structured  payment  plan." 
the  order  argues,  would  put  an 
)  uncertainty  by  "avoiding  the  ne- 
y  of  distinctions  among  claimaints, 
by  necessity,  limiting  recovery." 
t's  a  big  agenda  for  judges  whose 
rs  are  "largely  on  uncharted 
d,"  says  Manville  General  Counsel 
i-d  Von  Wald.  Yet  Weinstein  and 
1  man  enjoy  practical  leverage. 


NOW,  Weinstein  is 
even  threatening 
to  lift  the 
injunction  that 
shelters  Manville 
from  asbestos-damage 
liability  suits 


"When  a  suggestion  comes  from  the 
judge  who  is  going  to  hear  600  of  your 
cases,  you  listen,"  says  Stanley  J.  Levy, 
a  victims'  lawyer  in  the  Navy  Yard  cases 
and  a  Manville  director. 

Moreover,  as  part  of  his  role  in  the 
Navy  Yard  cases,  Weinstein  has  been 
granted  special  jurisdiction  that  gives 
him  power  over  the  bankruptcy  court 
where  Lifland  sits.  Freedman's  role  is 
significant,  too:  Since  the  trust's  assets 
are  physically  located  in  Manhattan, 
Freedman  may  be  entitled  to  appoint  a 
temporary  receiver  and  seize  the  trust's 
assets  if  she  finds  there's  a  danger  that 
there  won't  be  enough  money  to  satisfy 
a  judgment.  Finally, 
the  federal  appeals 
court  that  approved 
Manville's  reorganiza- 
tion plan  noted  that 
the  injunction  shield- 
ing Manville  from  new 
asbestos  claims  could 
be  lifted. 

RED  FLAG.  For  whatev- 


FEDERAL  JUDGE  JACK  WEINSTEIN 


er  reason  or  reasons, 
Lifland  has  "been  on 
the  telephone  to  Wein- 
stein every  day  trying 
to  satisfy"  him  and 
Freedman,  says  a 
source  close  to  the 
case.  On  June  7,  Lif- 
land named  Silverman 
as  a  "special  adviser" 
to  forge  a  new  com- 
promise. Weinstein 
and  Lifland  are  not 
talking,  and  Freedman 
could  not  be  reached 
for  comment.  But  Sil- 
verman says:  "My 
function  is  to  make 
suggestions  to  the 
bankruptcy  court  to 
resolve  the  problems 
Judge  Weinstein  has  flagged." 

If  the  judges  succeed,  asbestos  vic- 
tims seem  likely  to  share  less,  but  more 
claimants  will  get  something — and  soon- 
er. Their  lawyers  would  take  it  in  the 
teeth.  The  impact  on  Manville  also  could 
be  devastating,  especially  if  Weinstein 
somehow  manages  to  lift  the  injunction 
against  future  suits.  Manville's  Von 
Wald  concedes  that's  a  possibility  but 
asserts  the  company  is  "confident  that 
any  challenge  would  be  unsuccessful." 

Yet  investors  are  worried.  After  both 
edicts,  Manville's  stock  dropped  sharply. 
And  the  June  1  order  led  Standard  & 
Poor's  Corp.  to  raise  a  red  flag  over 
some  of  Manville's  debt.  In  23  years  on 
the  bench,  Weinstein  built  his  name  as 
an  activist  by  doing  what  critics  said 
couldn't  be  done.  That  considered,  it 
looks  as  if  the  last  chapter  in  Manville's 
bankruptcy  has  yet  to  be  written. 

By  Michele  Galen  in  New  York 


RETAILING  I 


WHY  IS  'BOOGIE' 
MAKING  TRACKS? 


Leonard  Weinglass  is  cashing  in  a 
big  chunk  of  his  clothing  empire 


In  the  1982  hit  movie  Diner,  a 
wheeler-dealer  named  Boogie  wants 
out  of  the  drab  Baltimore  world  of 
his  buddies.  Played  by  wise  guy  Mickey 
Rourke,  he  always  knows  just  when  to 
make  an  exit.  No  wonder.  Leonard  "Boo- 
gie" Weinglass,  the  Baltimore  entrepre- 
neur who  inspired  the  character,  seems 
to  have  flawless  timing.  Now  that  his 
clothing-store  outfit,  Merry-Go-Round 
Enterprises  Inc.,  is  on  a  roll,  he  and  a 
key  partner  believe  that  the  time  is  ripe 
to  cash  out  big  chunks  of  their  holdings. 
After  selling  off  $32  million  in  stock  last 
fall,  they  are  now  ready  to  part  with  an 
additional  $43.8  million  in  an  offering 
scheduled  for  later  this  month. 

For  investors,  however,  this  may  be 
the  wrong  time  to  make  an  entrance. 
While  Merry-Go-Round's  stock  has  rock- 
eted from  $6  a  share  to  nearly  $27  in 
just  18  months,  there  are  signs  that  in- 
vestor fever  may  be  cooling.  Worse, 
competitors  are  aggressively  fighting 
back.  Even  the  company  admits  that  its 
recent  heady  sales  growth  will  likely 
"moderate"  over  the  rest  of  this  year. 

PARACHUTES  TO  PLEATS.   Up    tO  nOW, 

Merry-Go-Round  has  been  a  retailer's 
dream.  Since  1986,  it  has  nearly  tripled 
sales,  to  $478.9  million.  Last  year  alone, 
earnings  doubled.  The  company  pulled 
off  these  dazzling  results  while  keeping 
debt  in  check  and  expansion  under  con- 
trol. With  mall  outlets  such  as  Cignal 
and  D.j's-Fashion  Center  for  Men,  Merry- 
Go-Round  has  struck  gold  among  trendy 
18-  to  25-year-old  men.  Even  gray-suited 
analysts  are  impressed.  "Think  about 
the  number  of  men  who  wear  earrings 
today,"  says  R.  Hutchings  Vernon,  a 
portfolio  manager  whose  holdings  for 
T.  Rowe  Price  Associates  Inc.  in  Balti- 
more include  the  outfit's  stock. 

The  chain  has  managed  to  stay  atop 
notoriously  fickle  fashions.  Whether  ped- 
dling parachute  pants  in  the  early  1980s 
or  pleated  Z.  Cavaricci  pants  today,  Mer- 
ry-Go-Round's  with-it  buyers  have  kept 
the  lines  fresh  in  623  stores.  And  the 
company  has  squeezed  exceptional  sales 
volumes  out  of  the  stores:  It  boosted  the 
chainwide  average  from  $261  per  square 
foot  five  years  ago  to  $371  now.  More  to 
the  point,  the  company  ratcheted  up 
sales  among  outlets  it  has  owned  for  a 
year  or  more  by  a  dizzying  42%  in  the 
17-week  period  ended  June  2. 

Merry-Go-Round  probably  can't  sus- 
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tain  that  pace.  Company  officials  admit 
that  sales  growth  is  bound  to  slow  down 
after  last  year's  record  performances. 
What's  more,  recently  acquired  outlets 
are  now  up  to  the  chainwide  sales  stan- 
dards, limiting  their  potential  for 
growth.  "Once  those  stores  have  been 
around  long  enough,  it  will  be  harder 
to  have  huge  double-digit  gains,"  says 
Elizabeth  A.  Armstrong,  a  retailing  ana- 
lyst with  Prescott  Ball  &  Turben  Inc.  in 
New  York. 

More  worrisome  are  Merry-Go- 
Round's  increasingly  aggressive  rivals 
in  the  menswear  market.  St.  Louis-based 
Edison  Brothers  Stores  Inc.,  with  1,000 
men's  outlets  already,  expects  to  convert 
many  of  225  recently  acquired  stores 
into  its  Oaktree,  .JW,  J.  Riggings,  and 
Coda  outlets.  The  Limited  Inc.  chain, 
now  marketing  its  menswear  line  under 
the  Structure  label,  plans  by  yearend  to 
sell  menswear  in  151  locations,  twice  to- 
day's outlets. 

NO  BARGAIN.  Perhaps  because  of  such 
worries,  some  investors  don't  seem  im- 
pressed by  Merry-Go-Round's  upcoming 
stock  offering.  "It's  not  a  bargain,"  says 
Vernon.  After  rising  to  a  dizzying  $28  a 
share,  or  17.5  times  projected  earnings, 
the  stock  dropped  IV2  points  on  the  day 
the  offering  was  announced.  By  June  13, 
it  settled  at  2678. 

Some  institutional  holders  are  con- 
cerned that  the  two  top  officers  are  sell- 
ing out  at  a  premium  price.  At  least  1.3 
million  shares  are  coming  from  the  per- 
sonal holdings  of  founder  Weinglass  and 
company  Chairman  Harold  Goldsmith. 
Only  850,000  shares  are  being  offered  by 
the  company.  Just  last  September,  the 
men  each  sold  1  million  shares  for  just 
over  $16  a  share.  The  two  sales  could 
shrink  Weinglass'  stake  to  as  little  as 
12.7%,  compared  with  26.9%  last  Septem- 
ber. Why  the  pair  are  selling  heavily  is  a 
"question  [that]  occurs  to  everybody," 
says  George  Grieg,  a  partner  at  Pilgrim 
Baxter  Grieg  in  Wayne,  Pa.,  which  holds 
about  300,000  shares. 

For  now,  citing  the  pending  offering, 
the  men  aren't  commenting.  For  its  part, 
the  company  says  the  two  have  little  to 
do  with  the  day-to-day  operations  of  the 
chain  and  simply  want  to  diversify  their 
investments.  They  will  still  keep  a  con- 
trolling interest.  Clearly,  however,  Wein- 
glass, 48.  still  carries  a  lot  of  weight  at 
Merry-Go-Kound:  Based  on  his  concept, 
company  has  recently  opened  its 
of  five  "Boogie's  Diner"  outlets, 
which  pair  '50s-style  eateries  with  cloth- 
ing stores. 

After  i'r)  years.  Boogie  seems  ready  to 
reap  his  reward.  But  the  investors  who 
help  him  glide  offstage  may  be  facing  a 
long  wait  fo.--  big  gains. 

By  Joseph  Weber  in  Philadelphia 


APARTHEID  I 


THIS  TAILAHASSEE  STORM 
MAY  LAST  ALL  SUMMER 


An  antiapartheid  law  could  close  General  Dynamics'  city-owned  plants 


Like  most  other  Southern  towns,  Tal- 
lahassee, Fla.,  usually  goes  into  hi- 
bernation about  this  time  every 
year.  Folks  try  to  beat  the  heat  by 
watching  Softball  games  or  boating  on 
the  nearby  Gulf  of  Mexico.  But  this 
summer,  the  tranquillity  is  being  dis- 
turbed by  international  politics.  The  de- 
bate: South  Africa's  apartheid  policies. 
The  stakes:  700  badly  needed  local  jobs. 

For  years,  this  college  and  govern- 
ment town  has  been  trying  to  diversify 


ACTIVIST  HOLIFIELD:  HE'D  SEND  CD  PACKING 


its  economy.  In  1988,  short  on  low-skilled 
jobs,  it  agreed  to  put  up  $4  million  for 
two  new  plants  if  General  Dynamics 
Corp.  would  build  Army  radios  there. 
But  new  jobs  weren't  the  only  issue  on 
the  city's  mind.  Last  summer,  Tallahas- 
see passed  a  seemingly  unrelated  law 
that  prohibits  city  aid  for  any  company 
that  does  business  with  South  Africa. 

That's  how  the  trouble  began.  It  turns 
out  that  General  Dynamics  sells  Cessna 
aircraft  to  a  South  African  distributor. 
Activists  and  city  officials  say  that  vio- 
lates the  antiapartheid  law.  "They  want 
to  send  GD  packing.  "The  city  has  said  it 


'I  can't  believe  we 
worked  so  hard  to  bring  them 
here  and  now  we're  going 
to  run  them  out  of  town' 


is  not  going  to  support  apartheid's  c 
pression,"  says  Edward  Holifield,  a  lo( 
physician  and  activist.  "We're  going  ■ 
see  if  it  really  means  it." 

To  make  matters  worse,  the  confrc- 
tation  threatens  to  bruise  Tallahasse( 
bid  to  attract  other  new  businesses.  N 
surprisingly,  the  town's  business  Esti 
lishment  is  horrified  at  the  thougtit 
losing  General  Dynamics.  The  Flori. 
capital  has  had  trouble  weaning  its(' 
from  the  state  government  and  univer 
ties,  and  attracting  GD  was  seen 
something  of  a  coup.  "I  can't  believe  i|. 
worked  so  hard  to  bring  them  here  a 
now  we're  going  to  run  them  out 
town,"  says  Ivan  Johnson,  chairman 
the  local  Chamber  of  Commerce.  Soi 
black  leaders  agree.  Says  Anita  L.  E 
vis,  president  of  the  local  naacp  chapfc 
"People  here  want  to  attract  busine 
and  make  this  community  amenable 
private  investment.' 
MATTER  OF  PRINCIPLE.  General  Dynam: 
is  not  the  only  target  of  the  antiapa 
heid  activists.  Some  local  businessm 
have  also  been  drawn  into  the  cross  fi 
One  was  GM  dealer  Bill  Thomas,  w 
sells  about  100  cars  a  year  to  city  h{ 
Since  General  Motors  Corp.  does  indin 
busmess  in  South  Africa,  Holifield  pn 
ded  city  officials  to  quit  buying  a 
from  Thomas.  So  far,  the  city  attorney 
backing  Thomas,  but  the  car  dealer 
furious.  "This  town  has  problems  w 
drugs  and  crime,"  Thomas  says.  "Wl 
in  the  world  are  we  doing  messing  w 
foreign  policy?' 

Plant  opponents  say  it's  a  question 
principle.  "The  economic  argume 
should  not  figure  into  what  is  a  mo 
decision,"  says  William  Jones,  direc 
of  the  black  studies  program  at  near 
Florida  State  University.  Others  say  c 
money  should  go  to  minority  business 

For  now,  though,  the  debate  is  dei 
locked.  General  Dynamics  insists  it 
not  violating  the  ordinance  and  say^ 
will  appeal  the  decision  in  a  midsumn 
hearing.  But  it  refuses  to  stop  selli 
planes  to  the  South  African  compai 
And  it  won't  buy  the  Tallahassee  plai  (ipejj|.^ 
from  the  city.  Says  a  company  spok , 
man:  "There  is  no  conflict  with  the  01 
nance,  moral  principles,  or  any  v£ 


S 


compi 
;es,d 


It  may  get  a  lot  steamier  in  Tallahasi^jpjj  v, 
before  summer  is  over.  j 

By  Atitonio  N.  Fins  in  Miaf  Of] 
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Software  Features/rui 
Expansion  Capab.Ut.es  «' 

Ease  of  Use 
Service^ 


1 
1 
1 
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7 
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13 


f jv  iur  iMDUsm  vmoiE  uhuuse 

IS  EVEKYTHING,  FttiNEr  RANKS  #1 


Recently,  the  Association  of 
Information  and  Image  Management 
(AIM),  together  with  Datapro 
Research,  conducted  a  survey  of  over 
1,700  information  industry  profes- 
sionals. They  rated  FileNet  Number 
One  over  some  very  impressive 
companies.  Companies  like  IBM, 
Wang  and  Kodak. 

FileNet  makes  imaging  work 

Maybe  they  were  impressed 
that  FileNet  systems  are  built  on  an 
open  architecture,  allowing  a  variety 
of  computers  to  access  and  store 
images,  data  and  text  of  any  type  on 
'  a  FileNet  system. 

Or  perhaps  it  was  FileNet's 


WorkFlo®  family  of  application  soft- 
ware, the  key  to  automating  busi- 
ness applications  that  manage  and 
process  large  volumes  of  incoming 
documents  and  files. 

Most  likely,  it  was  because 
FileNet  has  the  best  track  record 
of  successful  production  instal- 
lations of  any  image  processing 
company  in  the  world.  In  fact, 
FileNet  customers  recently  received 
four  out  of  eight  BIS/CAP  awards 
for  imaging  excellence . . .  including 
first  place  for  American  Airlines. 

If  you're  interested  in  image 
processing,  shouldn't  you  talk  to  the 
imaging  company  with  the  most 
satisfied  customers? 


Free  report 

Conduct  some  research  of 
your  own.  For  the  story  behind  the 
AIIM/Datapro  survey,  call  or  write 
FileNet  Corporation,  3565  Harbor 
Blvd.,  Costa  Mesa,  CA  92626, 
714-966-3900. 
In  today's  com- 
petitive envi- 
ronment, you 
can't  afford  to 
overlook  the  bene- 
fits imaging  can  bring 
to  your  business. 

Fil&Net 

First  in  image  processing. 


-ileNet  and  WorkFlo  are  registered  trademarks  of  FileNet  Corporation 


llie  Best-Known 
Unknown  Company 
in  America. 


Communities. 


One  of  America  s  leading 
developers  of  quality 

communities.  Communities 
that  support  a  wide  variety' 
of  lifesty  les  while  presen  ing 
the  emironment. 


Industries. 


Pro\'iding  world-class  technologies 
to  industries.  E\'erythinji  from  eleetrieal 
equipment  and  eleetronie  produets  to 
powerful  proeess  eontrol  systems  used  the 
world  o\  er,  supported  by  one  of  the  world's 
lars^est  distribution  networks. 


Energ\'. 


A  world  leader  in  electrical 

energy'.  From  inno\'ati\'e  solar 
photovoltaie  eells  to  modular 
nuclear  power  plants  and  hij^ly 
efficient  power  generation  systems— 
we're  creating  new  energy'  tech- 
nologies for  the  future. 


Broadcasting. 


Our  audience  has  gro>Mi  to  over 
100  million  people  every  day  We're 
one  of  the  most  dynamic  and  diversified 
entertainment  companies  ui  .\merica.  with 
major  operations  in  television,  radio.  progR 
production,  syndication,  satellite  eonnnuni 
cations,  and  e\'en  international  distribution 


Electronics. 


The  world  leader  in  radar.  Our 

technolog)'  is  behind  the  newest  generation 
of  air-traffie  eontrol  systems,  as  well  as  the 
extremely  reliable  radar  in  advaneed  fighter 
aireraft  and  ships. 


Office  Systems. 


Leading  the  way  in  integrating 
people  and  technology.  With 

everything  from  iiinovati\'e  office  furni- 
ture systems  to  telecommunications, 
we're  helping  make  offices  more  pleasant 
produeti\'e  places  to  work. 


Environment. 


More  ad\'anced  technologies  for  a  cleaner  world. 

We're  finding  more  effective  ways  to  identif>'  and  dispose  of 
hazardous  and  toxic  wastes.  We  even  turn  gjirbage  into  electricit)'. 


Financial  Services. 


America  s  largest  finance  company  pro\'iding  capital 

exclusively  to  business.  We  specialize  in  SlO-SlOO  million,  one-stop 
financing  here  and  abroad  for  acquisitions,  expansions  and  recapitalizations. 
Working  with  established  investor  groups  and  middle-market  companies 
across  a  broad  mdustry  spectrum,  we  customize  capitiil  for  business. 


With  a  name  as  well-known  as  Westiiighouse,  people  think  they  know  all  about  us.  The  fact  is.  you'd 
be  amazed  at  what  we're  douig  at  Westinghouse.  WTiich  is  why  ^Xmerica's  best-knovN  u  unknown 
company  is  one  you  should  get  to  know  better.  For  more  information,  write  Westinghouse  Electric 
Corporation,  Westinghouse  Building,  Department  10,  Pittsburgh,  PA  15222. 


You  can  be  sure...  if  itls  Vltestinghouse 


EDITED  BY  HOWARD  GLECKMAN 


CGEGAINSACHUHK 
OF  ALCATEL 


►  ITT  is  selling  7%  of  its  stake 
in  Alcatel,  the  world's  largest 
maker  of  telecommunications 
equipment,  to  France's  Com- 
pagnie  Generale  d'Electricite. 
The  price  tag:  $640  million,  or 
a  $139  million  aftertax  gain. 
Alcatel,  a  Netherlands-based 
joint  venture,  was  created  in 
1986,  when  ITT  merged  its  Eu- 
ropean telecommunications 
business  with  CGE's  opera- 
tions. Some  investors  would 
like  ITT  to  cash  out  its  remain- 
ing S07c  position,  valued  at 
$2.7  billion  or  so.  But  for  now, 
ITT  says  it  wants  to  share  in 
Alcatel's  growth  in  Eastern 
Europe  and  the  Soviet  Union. 


OLIVEHI  CALLS  OFF 
A  DEAL  WITH  PHILIPS 


►  The  next  step  in  Europe's 
ongoing  computer  industry 
shakeout  will  have  to  wait.  It- 
aly's Olivetti  ended  three 
months  of  talks  aimed  at  ac- 
quiring Philips'  computer  divi- 
sion after  discovering  the 
Dutch  giant's  computer  oper- 
ations were  in  worse  shape 
than  expected,  Olivetti 
sources  say.  Analysts  reckon 
Philips  lost  about  $160  million 
on  computers  last  year.  Still, 
Olivetti — No.  4  in  Europe, 
with  declining  profits  itself — 
is  desperate  to  find  a  partner 
to  beef  up  volumes  necessary 
to  compete  in  Europe  1992. 


A  HELPING  HAND 
AT  PRU-BACHE 


►  Prudential  Insurance  may 
be  turning  up  the  heat  on 
George  Ball,  the  CEO  of  its  be- 
leaguered Prudential-Bache 
brokerage  unit.  On  June  13, 
Arthur  H.  Burton  Jr.,  a  senior 
vice  presic'ent  at  the  parent 
insurance  company,  was  shift- 
ed to  a  toy)  job  at  the  Wall 
Street  .  n'. 

BurtO'i  vvill  be  on  Pru- 
Bache's  e /ov'utive  committee 
and  board  'ii  will  run  its  mu- 
tual fund,  risk  arbitrage,  and 


administration  departments. 
The  firm  says  he  will  assume 
many  of  the  duties  of  W. 
James  Tozer  Jr.,  who  re- 
signed as  president. 

The  firm  says  Burton  joined 
at  Ball's  request,  but  it  would 
be  no  surprise  if  Prudential 
wanted  to  monitor  its  subsid- 
iary more  closely.  This  year, 
Pru-Bache  has  been  hit  with 
an  onslaught  of  complaints 
and  lawsuits  from  customers, 
which  could  result  in  big 
losses  for  the  firm,  on  top  of 
its  $51  million  loss  in  1989. 


THROWIHGTHE  BOOK 
ATATHRIFTOWHER 


►  The  collapse  of  Dallas-based 
Vernon  Savings  &  Loan  has 
already  resulted  in  the  convic- 
tions of  seven  of  its  former 
top  officials  and  one  of  its 
biggest  borrowers,  but  the 
Justice  Dept.  isn't  finished. 
On  June  13,  a  federal  grand 
jury  in  Dallas  returned  a  38- 
count  indictment  against  Don 
Dixon,  the  former  owner  of 
the  scandal-ridden  thrift. 

The  indictment  charges 
Dixon  with  misapplying  the 
thrift's  funds  as  well  as  con- 
spiring to  hide  the  fact  that 
the  money  was  used  to  make 
political  contributions  and  to 
pay  for  female  companions 
and  prostitutes  for  Vernon  of- 
ficials and  a  Texas  regulator. 
Dixon  also  allegedly  conspired 
to  conceal  the  continued  rent- 
al— paid  for  with  Vernon 
funds — of  a  California  beach 


SONGS  IN  THE  KEY  OF  MBA 


Watch  out.  Madonna.  Here 
comes  David  Packham — and  his 
hot  new  cassette,  "The  Kellogg 
Experience."  Packham,  a  recent 
MBA  grad  from  Northwestern 
University's  Kellogg  School  of 
Management,  has  immortalized 
his  alma  mater  in  eight  songs, 
available  soon  for  $10.  It  will 
never  top  the  charts,  but  it  is 
already  in  the  black:  Kellogg 
bought  2,500  copies.  Says  Pack- 
ham: "That  made  the  project  a  financial  [success 

Packham,  who  grew  up  playing  keyboards  for  bands  in  rul 
Idaho,  croons  about  acceptance  letters,  deadlines,  and  partij 
One  hot  cut:  "He's  the  Dean."  He  even  spoofs  Kellogg's  riv; 
In  "MBA  Party,"  he  sings:  "The  first  MBA  I  met  was  countil 
crackers  and  cheese.  He  looked  stressed  out  but  important,  i 
said,  'Hi,  I'm  Earl  from  Wharton.' "  A  David  Packham  tci 
isn't  likely.  But  then.  Madonna  will  probably  never  becom(3 
consultant. 


house  he  controlled.  Dixon's 
attorney,  William  Ravkind, 
said  the  charges  were  "like  a 
public  hanging." 


FOXBORO  IS  LOOKING 
FOR  A  SUITOR 


►  Foxboro  is  on  the  block.  On 
June  12,  the  industrial-con- 
trols maker  said  it  hired  Salo- 
mon Brothers  to  help  evaluate 
"several"  offers  from  uniden- 
tified companies  looking  to 
purchase  the  $597  million 
corporation. 

Company  directors  began 
soliciting  bids  only  a  month 
after  the  April  election  of  two 
outside  directors.  One  is  affili- 


 irampe 

ated  with  investor  Georl 
Soros,  who  agreed  then 
limit  his  holdings  in  the  co 
pany  to  9.9% 

Foxboro  has  had  a  rou 
time  lately.  It  lost  $3.7  milli 
in  the  quarter  ended  Mar, 
and  $4.5  million  in  1989,  lar, 
ly  from  its  European  ope 
tions.  It  also  suffered  losi 
in  1985  and  1987.  Its  lat 
slide  began  last  fall  after 
company  miscalculated  co. 
for  big  European  contracts 


!lieve 


;>pencls 


THE  MARKETIHG 
OF  MANDELA 


►  Nelson  Mandela  will 
traveling  in  some  fast  athk 
company  during  his  upcomi 
U.  S.  tour.  ProServ  Inc., 
Washington  agency  that  r 
resents  such  sports  figures 
basketball  star  Patrick  Ewil, 
and  tennis  ace  Michael  Chai 
will  take  on  the  marketing 
T-shirts,  posters,  and 
Mandela  memorabilia.  P 
Serve  expects  sales  of  1 
lion  to  $3  million  worth 
goods  emblazoned  with  M 
dela's  face. 

All  of  the  proceeds  will 
to  Democracy  for  South 
ca,  the  nonprofit  African  I 
tional  Congress  group  that 
ganized  Mandela's  vh 
ProServ  is  taking  less  th 
half  its  usual  fee. 


Mil 
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STAYAWAY  FROM  THE  OFFICE 


It's  not  that  we're 
:ramped  for  space  at 
FIOLM.  Very  simply,  we 
relieve  that  every  mo- 
nent  our  field  force 
;pends  in  our  office  is  a 
Tioment  that  they  could 
)e  spending  with  you. 
-.earning  your  business. 
\sking  questions.  Finding 
)ut  what  they  need  to 
enow  to  make  your  tele- 
lommunications  system, 
md  your  company  's  oper- 
itions,  as  effective  as  possible.  From  com- 
)ining  voice  and  data  facilities  into  one 
ntegrated  system  and  explaining  to  each 
mployee  exactly  how  to  use  it.  To  improving 
^our  call  center  productivity  through  new 

•adets  Digest  is  a  regisleted  trademark  of  the  Reader's  Digest  Association.  Inc  CallPath  is  a  trademark  of  IBM  ©  1990  ROLM  Company 


8.56  a.m.:  the  ROLM  represetitative  reporti}ig  to  work 
at  READER'S  DIGEST  World  Headcinarters. 


applications  like  CallPathr 

You  see,  at  ROLM 
we  make  it  our  business  to 
know  yours.  And  that's 
something  we  can't  do  sit- 
ting behind  a  desk. 
Or  standing  around  the 
coffee  machine.  Which 
means  as  a  ROLM  cus- 
tomer, you'll  be  seeing  a 
lot  more  of  our  people 
than  we  do.  And  that's 
fine  with  us.  Because 
we'll  always  know  just 
where  to  find  them.  And  so  will  you. 

For  more  information,  please  call  us 
at  1-800-624-8999  extension  235. 

Dni^n  WE  ASK  BETTER  QUESTIONS. 
liUUIII  YOU  GET  BETTER  ANSWERS. 

An  IBM  and  Siemens  Company 


my  Mcnosoft  offers 


International  signs  use  graphic 
symbols  for  immediate  communication 
and  direction. 

So  does  Microsoft'  software. 

Regardless  of  the  environment,  inter- 
national signs  remain  consistent. 

So  does  Microsoft  software. 

Ultimately,  international  signs  allow 
you  to  learn  more,  see  more,  and  get  where 
you  re  going  in  a  shorter  period  of  time. 

So  does  Microsoft  software. 

As  PERSONAL  Computers 
Continue  To  Get  More  Powerful, 
We  Continue  To  Keep 
Them  Personal. 

The  category  of  computer  software 
continues  to  grow,  in  size  and  complexity  at 
a  phenomenal  rate. 

So,  amidst  this  constant  change,  how 
are  you  supposed  to  keep  pace? 

Well,  Microsoft  hasn't  left  you  behind. 

Our  philosophy  is  simple.  We  continue 
to  make  our  software  more  powerful  while 
simultaneously  making  it  easier  to  use. 

What  makes  this  somewhat  contra- 
dictory statement  come  to  life  is  the  graph- 
ical user  interface,  made  possible  by 
Microsoft  systems  software;  Windows"  for 
MS-DOS;  and  OS/2.* 

Both  are  graphical  environments 
that  provide  users  with  easy  access  to  the 
full  power  of  their  PCs. 

And,  most  important  to  you, 
graphical  environments  make  graphical 
appiioitions  possible. 

For  instance,  in  Microsoft  Excel,  and 
Word  for  Windows,  we  supplement  com- 
mands and  directions  with  graphical  sym- 
i)ols  (allied  icons)  whenever  it's  practical. 

Which,  in  turn,  replace  long  and 


Domomfc 


cumbersome  keystroke  sequences  with  ;  0\¥ 
simple  point  and  click  of  the  mouse.  a^o^ 
Secondly  throughout  our  productto^ 
line,  you'll  find  consistency  in  our  menu-  ' 
icons,  even  basic  commands.  Everything  ^^^^ 
that  can  be  standardized,  is.  "•  r^i^f. 


.  i>;m./.  Ill,       i:,iilril  SlHlr^,        IHIIIII  .i  /;  Drfiiji  hmnl  L.ll  Liclumn^  In  l^iimulu,  ,ull  lUli)  hT:i-7(i:!H  Oiihiilr  I'S  iiiiil  (Juiuiilu.  full  12116)  >iK2H6til  Iti  WWI  Murii'.iift  Ci^rpHruluni  All  nghls  reM 


this  total  contradiction. 


loingless. 

Overall,  the  benefits  are  clear.  The 
i  uitive  graphical  look  and  feel  of  our  prod- 
i 's  make  them  easier  for  you  to  learn,  use, 
c  d  thus,  be  more  productive. 

In  other  words,  personal  software  for 
\  'sonal  computers. 


FOR  Once,  You  Don't  Have  To 

Read  The  Manual 
To  Understand  The  Directions. 

Its  good  to  know  that  Microsoft 
products  come  with  some  of  the  industry's 
best  manuals. 

But,  in  all  honesty  you  may  never 
have  the  need  to  open  one. 

With  Microsoft's  computer-based 
training  and  online  help,  there  are  no  books. 
No  phone  calls  to  your  brother-in-law,  the 
computer  expert.  Just  clear,  on-screen 
directions  that  make  Microsoft  products 
immediately  understandable. 

It's  our  way  of  making  sure  you're 
always  heading  in  the  right  direction. 

To  Become  A  Software  Corporation 

For  Everyone,  We  Had  To  Make 
Computer  Software  For  Everyone. 

At  Microsoft,  we've  never  limited 
ourselves  to  just  one  type  of  software. 

We  create  applications,  from  word 
processors  to  spreadsheets.  Local  area  net- 
working systems.  Even  languages  that  are 
used  by  the  entire  industry 

Over  50  products,  at  last  count.  Each 
designed  to  be  more  powerful,  while  at  the 
same  time  being  simple  to  use. 

All  told,  our  products  are  used  by 
more  people,  from  single  individuals  to 
entire  corporations,  than  any  other  micro- 
computer software  company 

For  more  information  on  any  of  our 
products,  call  (800)  541-1261,  Dept  L31. 

You'll  see  how  little  effort  it  will  soon 
take  to  do  more  than  you  ever  dreamed 
possible  with  your  personal  computer 

Mkmsoft 

Making  it  all  make  sense" 


urosiifl  logii  arc  rcgistcrrd  trademarks  and  Makln^^  it  all  ni.ike  st-nse  and  WiHdoivs  air  trademarks  of  Microsoft  Corporation  "As  used  here  0S^2  refers  to  the  operating  svsfetn  pnnflx  dereloped  h\  IBM  and  Mu  rosoft 


Our 


COMMITMENT 
TO  AMERICA 


AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leadership? 
Since  founding  the  industry  in  1971,  AMBAC  has  insured  over  $4.4  billion  (par  amount) 
in  water  and  sewer-related  issues.  That  translates  directly  into  improved  water  and 

sewage  treatment  for  residents 
and  businesses  across  America. 
Our  work  in  water  and  sewage 
treatment  is  further  evidence  of  AMBAC's 

IS  PURE  AND  SIMPLE.  ZZZ... 

and  help  secure  its  future,  by  rebuilding  its  aging  infrastructure. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our 
acknowledged  analysis  and  research  capabilities.  Which  means  fast  turnaround  as 
well  as  competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest  in  it 
A  philosophy  that's  good  for  everyone,  pure  and  simple. 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza,  New  York,  NY  10004 
(212)668-0340 
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BURNING  FLAGS,  NAKED  ARTISTS: 

S  THIS  THE  STUFF  VOTES  ARE  MADE  OF? 


rhe  promise  of  peace  and  prosperity  has  kept  the  Republi- 
cans in  the  White  House  for  17  of  the  past  21  years.  But 
after  more  than  seven  years  of  economic  expansion  and 
'  crumbling  of  the  Soviet  empire,  the  old  themes  are  sound- 
;  a  bit  shopworn  to  President  Bush  and  other  Republicans. 
The  GOP  needs  new  themes,  and  some  party  leaders  think 
!  controversies  over  flag-burning  and  obscene  art  are  the 
>button  issues  that  will  galvanize  jaded  voters.  The  danger 
;hat  the  effort  to  capitalize  on  these  emotional  matters  will 
;kfire  if  the  Republicans  come  off  as  ham-handed. 
\.s  soon  as  the  tJ.  S.  Supreme  Court  struck  down  a  year-old 
/  prohibiting  flag  desecration  on 
le  11,  Republicai:s  fell  all  over  them- 
ves  to  show  affection  for  Old  Glory, 
thin  24  hours,  White  House  staffers 
1  TV  cameras  in  the  Rose  Garden  to 
ord  the  President's  acceptance  of  a 
del  of  the  Iwo  Jima  Memorial.  "What 
t  flag  encapsulates  is  too  sacred  to 
abused,"  Bush  intoned,  appealing  for 
ion  on  a  constitutional  amendment 
ning  flag-burning  before  July  4. 
r  CHOCOLATE.  Just  a  few  hours  earli- 
Republican  congressional  leaders 
i  their  own  flag-fest.  Senate  Minor- 
Leader  Bob  Dole  (R-Kan.),  who  was 
mded  in  World  War  H  and  came 
\e  a  hero,  waved  a  miniature  flag  and  warned  that  Demo- 
te votes  against  the  amendment  would  give  GOP  opponents 
pretty  good  30-second  spot"  this  fall, 
epublicans  also  hope  to  make  their  opponents  squirm  over 
ijral  funding  of  allegedly  obscene  art.  Earlier  this  year, 
h  disappointed  conservatives  when  he  refused  to  back 
.rictions  on  federal  arts  funding  pushed  by  Senator  Jesse 
ms  (R-N.  C.).  But  aides  say  the  President  became  upset 
T  reading  accounts  of  a  taxpayer-supported  performance 
3t  whose  show  involves  smearing  her  nude  body  with  choc- 
e  and  bean  sprouts.  Bush  is  seeking  a  way  to  cut  off  such 


controversial  artists  without  raising  cries  of  censorship. 

Can't  the  Republicans  do  better?  "With  communism  gone 
and  taxes  a  hot  potato,  we  are  left  with  flag  silliness  as  a 
battleground,"  says  GOP  media  adviser  John  Buckley.  But  be- 
hind the  foolishness,  the  Republicans  hope  to  repeat  1988, 
when  they  used  a  flap  over  the  Pledge  of  Allegiance  to  paint 
the  Democrats  as  out  of  step  with  mainstream  America. 
TOO  THICK?  Democrats  are  worried.  Liberal  senators  in  tight 
races  face  a  brutal  choice  when  the  flag  amendment  they 
opposed  last  year  comes  up  again.  "Voters  don't  need  a  politi- 
cian to  explain  to  them  why  burning  the  flag  is  wrong,"  says 
Republican  consultant  Eddie  Mahe  Jr. 

Democrats'  options  are  limited.  They 
could  allow  the  states  to  vote  on  ratifi- 
cation of  the  flag  amendment  and  hope 
that  the  issue  peters  out.  Or  they  could 
count  on  a  war  hero  of  their  own,  per- 
haps Senator  Robert  Kerrey  of  Nebras- 
ka, to  lead  the  opposition. 

But  perhaps  the  Democrats'  best 
hope  is  that  the  GOP  will  lay  it  on  too 
thick.  Mary  Matalin,  chief  of  staff  for 
the  Republican  National  Committee, 
knows  that  a  political  campaign  that  fo- 
cuses on  issues  such  as  a  crackdown  on 
lewd  art  will  turn  off  upwardly  mobile 
suburbanites.  "It  looks  too  much  like 
censorship,  and  censorship  gets  under  yuppie  skin,"  she  says. 

Still,  Republicans  just  may  not  be  able  to  restrain  them- 
selves. On  June  20,  House  Minority  Whip  Newt  Gingrich  (R- 
Ga.)  plans  an  all-night,  televised  session-cum-talk  show  in 
which  he  will  encourage  cable  viewers  to  phone  in  crime 
reports  to  the  House  floor.  The  goal:  to  embarrass  Democrats 
for  failing  to  pass  the  President's  crime  package. 

With  the  budget  a  mess  and  revolutionary  change  sweeping 
Europe,  such  stunts  may  turn  off  voters.  At  least  that's  what 
Democrats,  hurting  for  issues  themselves,  have  to  hope. 

Bi/  Paula  Dicyer  and  Douglas  Harbrecht 


•ITAL  WRAPUPI 


TRAVEL 


ired  of  tough  talk  but  little  action 
from  Transportation  Secretary 
I  muel  K.  Skinner,  Congress  is  mov- 
'  ■  to  increase  airline  competition.  Sen- 
\  ir  John  McCain  (R-Ariz.),  with  bipar- 
in  support,  will  soon  introduce  new 
islation  designed  to  reduce  big  carri- 
'  domination  at  major  airports, 
^he  measure  would  have  three  key 
ivisions.  First,  to  lessen  domination 
hubs,  the  bill  would  allow  money 
m  the  federal  aviation  trust  fund  to 
struct  new  gates  at  airports  where 
or  two  airlines  control  traffic.  Cur- 
tly, this  federal  money  can  only  be 
•d  to  make  such  general  improve- 


I 


ments  as  runways  or  control  towers. 

Another  provision  would  allow  the 
antitrust-minded  Federal  Trade  Com- 
mission to  regulate  computerized  air- 
line-reservation systems.  Finally,  the 
legislation  would  ease  restrictions  on 
landings  and  takeoffs  at  the  nation's 
four  most  congested  airports.  The  goal 
is  to  give  smaller  carriers  a  chance  for 
more  flights  at  airports  such  as  Wash- 
ington National  and  New  York's  La- 
Guardia. 

The  bill  has  been  crafted  to  split  the 
opposition  of  the  airline  industry.  But 
with  the  Administration  against  it  and 
time  running  short  for  an  election- 
minded  Congress,  the  chances  of  enact- 
ment this  year  are  slight. 


HEALTH  CARE 


•  usiness  can  breathe  a  bit  easier 
>  about  one  aspect  of  the  soaring 
cost  of  health  care.  A  Health  &  Human 
Services  Dept.  task  force  has  spiked 
the  idea  of  requiring  all  employers  to 
offer  health  benefits  to  workers.  The 
panel  will  also  reject  the  idea  of  a  gov- 
ernment-run health  care  system.  In- 
stead, the  task  force,  headed  by  HHS 
Under  Secretary  Constance  J.  Horner, 
is  leaning  toward  using  tax  credits  or 
vouchers  to  help  uncovered  workers 
buy  private  insurance.  No  word  yet  on 
where  the  strapped  federal  govern- 
ment will  find  the  money  to  pay  for  a 
new  benefit. 
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INCHING  TOWARD 

A  NORTH  AMERICAN  MARKET 


The  $6  trillion  economic  size  of  an  American  bloc  would  outstrip  the  EC's  $4.8  trillion  output 


For  months,  Americans  have  been 
alternately  fascinated  and  intimi- 
dated by  the  progress  Western  Eu- 
rope is  making  toward  unifying  its  12 
markets  by  the  end  of  1992. 

Now  it  may  be  North  America's  turn. 
The  June  11  announcement  that  Presi- 
dent Bush  and  Mexican  leader  Carlos 
Salinas  de  Gortari  will  seek  a  U.  S.-Mexi- 
co  free-trade  agreement  sent  a  political 
and  economic  shock  rippling  from  Mexi- 
co City  to  Ottawa.  It  arrived  while  Cana- 
dians, wlio  are  trying  to  phase  in  their 
0  ...  'i  free- trade  agreement  with  the  U.  S., 
v-'ert:  iockcn!  in  a  separate  struggle  to 
kee;.'  Qu  in  their  confederation.  If 
tli'i  Ffc  M-Kii:  ;iking  province  drifts 
away,  Qu-  St-  '.'  •,:!  integrate  even  faster 
with  thf  i ~ 

The  huge  .  vinsion  of 
cross-border  .  :iifactur- 
ing  and  tn.de  Ir  Vfexico 
and  Canada  i.<  ri><  'v  driv- 
ing integration  romis- 
ing  to  make  North  lerica 


an  effective  counterweight  to  trade 
blocs  in  Europe  and  Asia.  The  $6  trillion 
combined  economic  size  of  an  American 
bloc  would  outstrip  the  EC's  $4.8  trillion 
output  and  add  0.5%  to  the  continent's 
economic  growth  (table).  "A  North 
American  free-trade  area  would  be  the 
most  effective,  competitive  elixir  that 
policymakers  could  prescribe,"  says  Pe- 
ter Morici,  a  Canada  specialist  at  the 
University  of  Maine. 
ON  THE  LINE.  Although  the  largest  com- 
panies in  all  three  countries  favor  a  con- 
tinental free-trade  zone,  labor  unions, 
smaller  companies,  and  less  efficient  in- 
dustries are  lobbying  against  it.  Major 
political  risks  also  loom  for  Canadian 
Prime  Minister  Brian  Mulroney,  who  put 


THE  SCOPE  OF  A  NORTH  AMERICAN  MARKET 


Population 

350  million 


Gross  notional  Extra  U.S.-Canada 

product  annual  growth     two-way  trade 

$6  trillion      0.5%      $167  billion 

DATA:  BW,  BANK  OF  MONTREAL 


his  neck  on  the  line  to  achieve  a  specjf-iaada  ] 
relationship  with  the  U.S.,  only  to  fi1i;Pate[' 
the  U.  S.  is  also  courting  the  Mexicarj  'rth 

Despite  these  problems,  the  Bush-S^fJn  proHi 
nas  agreement  will  encourage  companSlm'ernuj 
to  develop  continent-wide  strategies.  ls:ils?itf 
investment  and  trade  decisions  they  ib'iie 
making  now  will  help  determine  wit.  fjuujjj 
the  final  North  American  market  locS-- of  Com 
like  even  if  the  political  process  lags  ^■''•i<]\(^ 
hind.  "The  underlying  economics  ^ibn  iutftf 
drive  it,"  says  William  R.  C.  BlundU  siujjj 
chairman  of  General  Electric  Camas  j  fjji 
Inc.  in  Toronto.  i'''*iiJr 

General  Electric  Co.'s  consumer-apr  at 
ance  division  is  a  case  in  point.  The  cc\-=  i.  ej^f,^, 
pany  was  one  of  the  first  to  restructi^u  i^^^^j 
its  U.S.  and  Canadian  industrial  strs^y uj^j^ 
gy  to  take  advantage  *.i!rree[,,jj 
impending  free  trade.  P^'i^ii 
June,  GE  is  opening  a  gk  iiri^jj- 
range  factory  in  San  j!'rTi  tiij(j 
Potosi  in  central  Mew  (,,|. 
with  an  eye  to  supplyb:,.^J 
not  only  the  U.  S.  but 


U.S.-Mexico 
two-way  trade 

$52  billion 
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exico  and  Canada.  In  GE's  unfolding 
Drth  American  strategy,  tlie  largest 
iss-production  facilities  will  be  in  the 
S.,  more  specialized  and  flexible  lines 
11  be  in  Canada,  and  certain  less  so- 
isticated  products  such  as  gas  ranges 
11  be  made  in  Mexico. 
U.  S.  proponents  of  a  North  American 
irket  argue  that  the  number  of  jobs  in 
J  U.  S.  and  Canada  that  may  be  lost  to 
!xico  is  no  greater  than  the  number  of 
IS  that  would  have  otherwise  been  lost 
Asia.  Moreover,  they  say  that  being 
Dwed  to  operate  on  a  continental  scale 
ans  they  will  be  able  to  defend  other 
is  against  European  and  Asian  compe- 
on.  Says  Mexican  Under  Secretary  of 
mmerce  &  Industrial  Development 
-nando  Sanchez  Ugarte:  "In  this  trade 
tie  [with  Japan],  Mexico  is  an  ally  of 
i  United  States." 

i  Another  driving  force  for  a  North 
lerican  market  exists  at  the  state  and 
J  ional  level.  Governors  from  Sonora  to 
I  tish  Columbia  are  cutting  deals  with 
!  ir  U.  S.  counterparts  to  spur  cross- 
I  der  trade,  investment,  and  transpor- 
on  links.  The  governors  of  California, 
S  zona.  New  Mexico,  and  Texas  take 
I  t  in  a  regular  Border  Governors'  con- 
?nce  with  six  Mexican  counterparts. 
\  '  governors  of  Washington  and  Brit- 
I  Columbia  launched  a  Pacific  North- 
j  t  Economic  Partnership,  which  is 
ij  '  drawing  in  Oregon,  Idaho,  and  Al- 
Ij  :a.  They  have  nicknamed  their  region 
''  scadia." 

(MON  CAUSE.  As  these  north-south 
I  s  increase,  other  regional  and  ethnic 
t  kets  are  developing  that  cross  na- 
t  al  borders.  "The  fact  that  there's  a 

;e  of  differentiation  in  Quebec  is  not 
;  hat  different  from  what's  happening 
i  he  American  Southwest,"  says  Ste- 
1  1  Blank,  director  of  the  Institute  for 
I  .-Canada  Business  Studies  at  New 

\'s  Pace  University. 
North  American  market  poses  the 
t  :iest  problems  for  Canada.  Mulron- 
fc  government  is  closely  monitoring 
I  .  talks  with  Mexico,  and  Internation- 
a  rade  Minister  John  C.  Crosbie  has 
b  1  summoned  to  appear  before  the 
F  se  of  Commons  on  June  18  to  ex- 
1-  I  how  Mexico's  gambit  squares  with 
(-i  idian  interests.  One  issue  is  whether 
0  ida  should  sit  in  on  U.  S.-Mexican 
*  as  a  full  participant,  merely  ob- 
.  them,  or  remain  aloof.  Canadians 
ft.  that  Mexican  competition  in  such 
fii  s  as  energy,  petrochemicals,  and  au- 
tc|  will  rob  them  of  the  gains  they 
ai  'ved  under  the  U.  S. -Canadian  Free 
T  e  Agreement.  And  as  Mexico  seeks 
lise  $40  billion  from  foreign  inves- 
ts by  privatizing  its  industry,  Canadi- 
3!  A^orry  that  they  will  miss  out. 

other  respects,  Canada  and  the 
U  share  common  cause  in  preventing 
M  CO  from  becoming  a  cheap  assembly 


platform  for  Japanese  or  European  com- 
panies. Japanese  auto  makers  that  locate 
in  Canada,  for  example,  are  required  to 
meet  North  American  content  require- 
ments, but  Mexicans  have  been  clamor- 
ing for  Japanese  and  European  invest- 
ment even  if  it  is  only  in  the  form  of 
final  assembly.  Already,  Japanese  com- 
panies have  turned  Tijuana  into  the  tele- 
vision-assembly capital  of  the  world. 


A  complete  tripartite  arrangement  will 
take  years.  But  the  once  academic  pros- 
pect of  a  North  American  common  mar- 
ket has  now  entered  the  boardroom  and 
could  soon  become  a  technical  job  for 
the  lawyers. 

By  William  J.  Holstein  in  New  York  and 
Amy  Borrus  in  Washington,  with  Steve 
Baker  in  Mexico  City  and  Madelaine  Dro- 
han  in  Ottawa 


TECHNOLOGY! 


THE  DISNIANTLING 
OF  A  COLD-WAR  ICON 


COCOM,  the  watchdog  of  trade  to  the  East,  has  lost  most  of  its  teeth 


In  the  West  German  town  of  Esch- 
born  near  Frankfurt,  40  East  Ger- 
man customs  inspectors  are  confront- 
ing an  odd  prospect:  learning  how  to 
keep  Western  high  technology  from  slip- 
ping away  to  their  erstwhile  ally,  the 
Soviet  Union.  Yet  their  new  assignment 
is  no  more  startling  than  the  about-face 
now  under  way  at  the  Coordinating 
Committee  for  Multilateral  Export  Con- 
trols (COCOM). 
For  41  years,  that  secretive  body  has 


ject  to  controls  may  now  be  marketed 
without  even  the  formality  of  an  export 
license.  Now  ruled  by  elected,  pro-West- 
ern governments,  Poland,  Hungary,  and 
Czechoslovakia  will  be  given  deferential 
treatment. 

BIGGEST  WINNER.  Controls  will  cease  to 
exist  for  East  Germany,  except  for  a 
skimpy  "bikini  list"  that  includes  only 
the  most  sensitive  technologies,  such  as 
those  in  antisubmarine-warfare  gear, 
avionics,  chipmaking,  lasers,  and  super- 


struggled  to  keep  technology  out  of  the 
hands  of  communist  countries.  But  with 
German  reunification  looming,  democra- 
cy replacing  dictatorships,  and  the  East- 
West  power  calculus  rapidly  changing, 
Paris-based  COCOM  has  become  a  pale 
shadow  of  its  former  self.  At  a  June  7-8 
meeting,  the  Bush  Administration  bowed 
to  the  inevitable  and  ended  its  opposition 
to  liberalized  COCOM  rules. 

That  means  the  race  is  on  to  sell  tech- 
nology to  the  former  East  bloc.  Whole 
categories  of  goods  that  were  once  sub- 


computers.  It  sets  up  that  country  as  a 
future  technology  gateway  to  the  East. 

Business  is  crowing  at  the  changes. 
"This  was  an  absolutely  atavistic  regula- 
tion, and  it  had  to  go,"  says  Edzard  Ren- 
ter, chief  executive  officer  of  Daimler 
Benz,  West  Germany's  largest  industrial 
concern.  At  the  same  time  that  COCOM 
loosened  up,  the  U.  S.  House  of  Repre- 
sentatives voted  overwhelmingly  June  6 
to  ease  U.  S.  export-licensing  proce- 
dures. Consequently,  for  U.  S.  exporters, 
the  "implications  are  potentially  revolu- 
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tionary,"  says  Caiman  J.  Cohen,  vice- 
president  of  the  Emergency  Committee 
for  American  Trade. 

The  biggest  U.  S.  winner  will  be  the 
computer  industry.  Restrictions  will  be 
dropped  for  most  personal  computers 
and  their  peripherals,  including  those 
near-state-of-the-art  machines  using  the 
Intel  80386  and  Motorola  68040  micro- 
processors. This  will  permit  bulk  sales  of 
the  IBM  PS/2,  the  Apple  Macintosh,  and 
the  Compaq  Deskpro  386.  Other  changes 
authorize  fast  approval  for  sales  of 
large  minicomputers  and  midlevel  main- 
frames, such  as  the  IBM  4083,  the  Digital 
Equipment  8800,  and  the  Control  Data 
Cyber  180-850.  The  way  is  also  clear  for 
exports  of  large  IBM,  DEC,  and  CDC  com- 
puters used  in  seismic  studies  and  scien- 
tific research. 

Already,  one  Eastern  European  bank 
that  had  intended  to  buy  Asian-made  PCs 
is  switching  to  a  DEC  minicomputer. 
"The  interest  in  American  computer  sys- 
tems just  multiplied,"  says  Maureen 
Flanagan,  director  of  international  trade 
for  DEC,  based  in  Maynard,  Mass.  "The 
attitudes  of  people  in  restricted  coun- 
tries are  already  changing." 

U.  S.  telecommunications  makers  may 
now  sell  sophisticated  telephone-switch- 
ing equipment  to  Poland,  Hungary,  and 


Czechoslovakia.  For  U.  S.  machine-tool 
makers,  the  new  rules  allow  machines 
with  three-  to  five-times  tighter  toler- 
ances to  be  shipped  to  Eastern  Europe. 
The  Commerce  Dept.  says  that  the 
changes  will  allow  the  export  of  757o 
of  advanced  machine  tools  without  prior 
approval. 

CONVENIENT  CONDUIT.  But  COCO.M  retains 
some  of  its  teeth.  While  agreeing  to  re- 
lax rules,  the  Bush  Administration  in- 
sisted on  keeping  certain  restrictions  on 
sales  to  the  Soviet  Union.  Even  under 
the  revised  COCOM  rules,  US  West  Inc. 
and  British  Telecommunications  PLC  are 
prohibited  from  stringing  a  $500  million 
fiber-optic  cable  across  the  Soviet  Union 
linking  Japan  and  Europe. 

Also,  Hungary,  Poland,  and  Czecho- 
slovakia will  be  required  to  institute 
their  own  controls  to  guard  against  Sovi- 
et technotheft.  In  exchange  for  prefer- 
ential treatment,  they  also  must  allow 
on-site  inspection  by  COCOM  nations  to 
ensure  computers  are  being  used  for  ci- 
vilian purposes.  In  the  past.  Eastern  Eu- 
rope has  pi'ovided  a  convenient  pipeline 
to  Moscow  for  prohibited  technology. 
"We've  not  yet  seen  a  break  between 
Eastern  Europe  and  the  KGB,"  says  Wil- 
liam Rudman,  Deputy  Defense  Under 
Secretary  for  trade  security  policy. 


East  Germany  will  benefit  in  partic 
lar  because  of  pending  reunification  wi 
West  Germany.  It  will  have  the  ha 
currency  necessary  to  purchase  from  tl 
West  once  monetary  union  is  accoi 
plished  on  July  2.  Its  location  also  w 
help  make  it  a  high-tech  staging  area  f 
the  East.  Says  Axel  Leblois,  chairm; 
and  chief  executive  of  Internation 
Data  Corp.,  a  Massachusetts  market- 
search  company:  "It's  very  importa 
for  computer  companies  to  view  Ea 
Germany  as  a  must  market,  especial 
as  a  springboard  for  the  U.  S.  S.  R." 

But  that  also  could  mean  East  Gern 
ny  will  be  a  conduit  for  forbidden  te( 
nology.  "I  can't  rule  out  that,  especial 
in  the  first  months,  we'll  see  sensitij 
technologies  being  leaked  out  to  t| 
East,"  worries  Waldemar  Gaymann, 
official  at  the  West  German  Econom; 
Ministry. 

Still,  the  wonder  is  that  COCOM  exii 
at  all.  A  few  weeks  ago,  it  was  in  S' 
ous  danger  of  breaking  up,  notes  P: 
Freedenberg,  former  Commerce  Um 
Secretary  for  export  controls.  In  its  ne 
streamlined  form,  "it's  the  most  vi^ 
example  of  the  end  of  the  cold  war." 

By  Paul  Magnusson  in  Washington,  w 
Igor  Reichlin  in  Bonn,  and  Gary  Mc^ 
Hams  in  Boston 




A  PHONE  DEAL  WITH  CHINA  COULD  CAUSE  LOTS  OF  STATIC 


It  took  the  toppling  of  the  Berlin 
Wall  to  persuade  the  Bush  Admin- 
istration to  loosen  technology-trans- 
fer rules  for  Eastern  Europe.  But 
where  China  is  concerned,  it's  business 
as  usual.  Therein  lies  the  controversy. 

Last  month,  American  Tele- 
phone &  Telegraph  Co.  quietly 
signed  a  contract  for  the  sale  of 
a  5ESS  digital  switch.  The  user 
will  be  the  Beijing  Military  Re- 
gion of  the  People's  Liberation 
Army.  That  includes  army  head- 
quarters, which  are  now  under 
the  command  of  President  Yang 
Sliangkun,  the  general  who  or- 
dered last  year's  massacre  of 
pro-democracy  protestors  in 
Tianani)i<  1!  Square, 
'ffl  ACCORD.'  The  $4  million  deal, 
whi<  h  i.-  still  subject  to  approval 
fron:  the  I'.  S.  government  and 
COCOM.  '  ornes  almost  exactly  a 
year  alVr  the  massacre  and 
shapes  up  as  ,i  test  of  U.  S.  technology 
policy  toward  ("hina.  Noting  that  Presi- 
dent Bush  n-r^'  Ttly  extended  to  China 
the  most  favor.ibie  U.  S.  tariff  rates, 
an  AT&T  spokesiii  ui  remarks:  "We're 
acting  in  accord  wi  f  U.S.  guidelines." 


The  sales  contract  was  signed  with 
Poly  technologies  Ltd.,  the  procurement 
arm  of  the  Chinese  military.  AT&T  says 
it  knew  the  buyer  was  the  Chinese 
army,  but  that  it  didn't  know  the  sys- 
tem would  be  used  specifically  by  a 


 m 


TANKS  NEAR  TIANANMEN  SQUARE:  ATAT'S  SALE 
TO  CHINA'S  ARMY  STILL  NEEDS  U.S.  APPROVAL 


general  who  had  been  involved  in  the 
Tiananmen  killings.  The  up-to-date  digi- 
tal switch  will  add  16,000  telephone 
lines  to  some  62,000  lines  already  put 
in  place  by  the  1985  sale  to  the  army  of 
a  similar  switch.  AT&T  also  has  sold 


two  such  switches  to  the  city  of  W 
han,  in  1985  and  1987,  and  one  to 
railroad  ministry. 

Ironically,  AT&T's   sale   may  ha 
been  aided  by  the  continuing  post-Tiai| 
anmen  freeze  by  Western  governmen 
on  low-interest,  subsidized  loai 
to  China.  French  and  Swedi^i 
telecommunications  rivals  use  5 
to  beat  U.  S.  companies  on  co);' 
tracts  because  their  gover 
ments  helped  with  easy  cred 
and  overseas  aid.  Japan  hs 
been  pressured  by  U.  S.  trac 
negotiators  not  to  flood  the  Cl^ 
nese  market  with  soft-finance 
telecommunications  deals  ar 
has  concentrated  instead 
Southeast  Asia. 

China,  which  has  only  i'it 
phones  for  every  100,000  Cli^ 
nese  city-dwellers  and  only 
per  100,000  down  on  the  fan 
may  be  a  big  potential  mark 
for  AT&T .  But  those  prospects  could  I 
clouded  by  the  likely  U.  S.  political 
action  to  the  company's  plan  to  uU 
grade  General  Yang's  phone  service,  i 
By  Dinah  Lee  in  Hong  Kong,  with  l\i 
ter  Coy  in  New  York  U 
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AMERICA  CASTS  A  COLDER  EYE 
ON  HUMAN-RIGHTS  ABUSES 


The  end  of  the  cold  war  is  giving  a  double  boost  to  human 
rights.  Communism's  collapse,  besides  freeing  Eastern 
Europe  from  police-state  rule,  is  also  loosening  U.  S.  ties 
to  repressive  anticommunist  regimes.  The  Bush  Administra- 
tion and  Congress  are  warning  governments  from  Guatemala 
to  Zaire,  in  effect,  that  they  can  expect  less  U.  S.  tolerance  for 
their  human-rights  abuses  now  that  their  role  in  combating 
Marxism  is  less  needed.  And  the  East-West  divide  on  human 
rights  is  also  blurring,  with  Czechoslovakia  and  Poland  now 
denouncing  Cuba  for  human-rights  violations.  "This  insistence 
on  human  rights  is  the  ascendant  political  ideology  in  the 
world  today,"  says  Paul  H.  Boeker,  president  of  the  Institute 
of  the  Americas,  a  California  think  tank. 
It  is  powered  by  widening  grass-roots 
support,  from  the  mothers  of  Argentine 
death-squad  victims  to  Charter  77,  the 
dissidents  who  helped  trigger  Czechoslo- 
vakia's democratic  upheaval. 
SLASHING  SUPPORT.  In  Washington,  offi- 
cials have  come  to  accept  the  idea  that 
support  for  human  rights  bolsters  U.  S. 
security.  "Governments  that  respect  hu- 
man rights,  that  respect  democracy,  are 
not  a  threat  to  their  neighbors,"  says 
Assistant  Secretary  of  State  for  human 
rights  and  humanitarian  affairs  Richard  Schifter.  Backing  for 
human  rights  in  Latin  America  in  recent  years  has  improved 
U.  S.  ties  with  the  region  and  shored  up  democracy  there. 
"Many  recently  democratizing  countries  have  come  to  see 
respect  for  human  rights  as  a  form  of  modernity,  just  like 
economic  rights,"  says  Elliot  Abrams,  former  Assistant  Secre- 
tary of  State  for  human  rights. 

One  repressive  regime  that's  losing  America's  support  in  the 
post-cold-war  era  is  Somalia,  which  has  seen  its  U.  S.  aid 
slashed  to  $1  million  this  year,  down  from  $64  million  just 
three  years  ago,  when  use  of  its  port  on  the  Gulf  of  Aden  was 
considered  vital.  And  in  March,  Washington  temporarily  re- 
called the  U.  S.  ambassador  to  Guatemala  to  protest  rights 


A  SALVADORAN  DEATH-SQUAD  VICTIM 


abuses  by  the  Guatemalan  army.  But  it's  Congress  that 
taking  the  lead  in  trying  to  slash  support  for  other  repressi^ 
governments,  such  as  that  of  Zaire's  dictator,  Mobutu  Se 
Seko.  The  Administration  wants  to  keep  giving  generous  aid 
Mobutu  because  Zaire  channels  U.  S.  arms  to  anti-Marxi 
rebels  in  neighboring  Angola.  But  as  U.  S.-Soviet  tensioi 
ease,  "the  leverage  Mobutu  has  in  Washington  will  decrease 
Abrams  predicts.  Similarly,  to  push  El  Salvador's  army  to  st( 
supporting  right-wing  death  squads,  House  Democrats  a 
trying  to  cut  back  military  aid.  This  is  a  sharp  break  with  tl 
past,  when  lawmakers  were  afraid  of  being  branded  soft  on 
Salvador's  Marxist  rebels  if  they  opposed  such  funding. 

Such  human-rights  concerns  are  rel 
tively  new  in  U.  S.  foreign  policy.  Pre: 
dent  Carter  was  the  first  to  stress  h 
man  rights  after  Congress  enacted 
1974  law  promoting  rights  as  a  "prin 
pal  goal"  of  foreign  policy.  Preside 
Reagan  at  first  adopted  the  doctrine 
U.  N.  Ambassador  Jeane  Kirkpatric] 
who  argued  that  the  U.  S.  should  su 
port  conservative  "authoritarian"  rule 
and  oppose  "totalitarian"  Marxists.  B 
in  his  second  term,  Reagan  also  push' 
Chile's  right-wing  dictator,  August 
nochet,  to  hold  fair  elections.  For  Bush,  the  prickliest  hu 
rights  problem,  politically,  is  China.  Despite  Beijing's  cra(| 
down  on  dissidents,  he  is  giving  priority  to  stable  U.  S.-Chi 
ties,  including  continuation  of  most-favored-nation  trade  pri| 
leges.  Congress,  by  contrast,  wants  to  cut  off  those  privilege 
Congress  is  pushing  hard  on  human  rights  because  the  iss 
is  becoming  more  popular  with  voters.  The  trend  is  reflected 
the  rapid  rise  of  groups  such  as  Amnesty  International,  whi 
works  to  free  political  prisoners.  It  has  nearly  400,000  me 
bers  in  the  U.  S.,  up  from  150,000  four  years  ago.  Such  gro  a 
ing  pressure  from  below  seems  likely  to  keep  human  rigl  s 
high  on  the  agenda  of  policymakers.  East  and  West. 

By  Amy  Borrus  in  Washingt 
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GLOBAL  WRAPUP I 


GERMANY 


Ielmut  Kohl's  chances  of  winning 
election  as  Chancellor  of  all  Ger- 
many in  December  have  been  improved 
by  an  agreement  between  the  Christian 
Democratic  Union  parties  in  East  and 
West  Germany  to  merge  in  October. 
As  pan  of  the  bargain,  the  East  Ger- 
niiii:  pa  'ly  on  June  12  reversed  its  pre- 
vious oi.'j.ositiori  to  holding  an  all-Ger- 
man iiHriuimeriiary  vote  as  early  as 
Dece.'Tib::;i  In  return,  the  deal  assures 
a  political  i . :  n  ire  for  East  German  CDU 
leader  Loti>;-  'SeMaiziere,  who  will  be- 
come Kol'iV  .1e  deputy  chairman — a 
job  now  shu,  i  by  seven  members  of 
the  party  pres  ;ium. 


Kohl  believes  his  party  will  be  able 
to  govern  the  united  nation  more  effec- 
tively if  elections  are  held  this  year 
rather  than  next.  As  all-German  Chan- 
cellor, Kohl  and  his  CDU  team  would 
have  more  control  over  the  unification 
process  and  could  move  quickly  to  ease 
strains  if  the  economic  union  causes 
serious  social  unrest  in  East  Germany. 

The  unity  timetable,  drawn  up  by 
de  Maiziere  aide  Giinther  Krause,  calls 
for  redrawing  East  Germany's  map  by 
Sept.  30  to  recreate  the  original  five 
states  instead  of  the  present  11.  They 
would  apply  to  join  West  Germany  un- 
der terms  of  Bonn's  constitution  and 
would  take  part  in  elections  for  a  unit- 
ed German  Parliament  before  Dec.  16. 


Kohl's  maneuver  has  been  helped  b 
bickering  within  the  opposition  Soci 
Democratic  Party  (SPD),  stirred  by  it; 
candidate  for  Chancellor,  Oskar  Lafoi 
taine.  He  tried  to  pressure  the  SPD  t 
oppose  the  German  unity  treaty  the 
Kohl's  party  negotiated  with  de  Ma 
ziere's  government.  In  so  doing,  h 
risked  antagonizing  the  majority 
party  members  who  oppose  an  attem{ 
to  vote  down  the  treaty  in  the  Bon 
Parliament.  The  spectacle  of  the  S 
leader  out  of  step  with  rank-and-fi,  ^, 
Social  Democrats  may  already  ha\ 
cost  the  party  potential  votes,  as 
fleeted  in  opinion  polls  that  show  tl 
SPD  losing  popularity  while  the  CDU  a 
pears  to  be  gaining. 
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The  computer  inside. 


Since  buying  a  computer  today  is  su6h  a 
ibers  game,  here's  a  simple  rule  of  thumb. 
Dk  for  386™SX,  386  "or  486"'on  the  outside  to  be 
tain  that  you  have  Intel,  technology  on -the 
tde.  From  the  company  that  invented  the 
3X)processor.  The  company  that  has  shipped 
IK  10  million  32-bit  processors.  The  same 
ripany  that's  investing  overll  billion  this  year 


Intel  Corp()ration. 


to  make  sure  the.computer  inside  your  computer 
has  the  technology,  power  and  compatibility^  to 
take  you  into  theiliture. 

inter 

The  Computer  Inside: 

The  Computer  Inside,  306  &  486  are  trademarks  of  Intel  Corporation 


e  Corporation 


EXECUTIVE  SUITE  I 


WHAT  A  DIFFERENCE 
A  YEAR  MAKES 


In  1989,  Philips  was  a  plum.  Then  profits  dropped,  an  LBO  failed... 


For  years,  Philips  Industries  Inc. 
had  a  knack  for  turning  glamorless 
products  into  glitzy  profits.  It 
cranked  out  furnace  blowers,  plastic 
pipes,  and  patio  doors  and  turned  in  13 
consecutive  years  of  earnings  growth. 
As  the  Dayton-based  company  closed 
out  fiscal  1989,  sales  were  jetting  toward 
$1  billion.  With  their  jobs  seemingly 
done,  founder  and  Chairman  Jesse  Phil- 
ips and  Chief  Executive  Officer  Robert 
H.  Brethen  announced  plans  to  step 
down.  And  what  could  be  a  nicer — not  to 
mention  lucrative — way  to  cap  things 
than  a  $750  million  leveraged  buyout  led 
by  Merrill  Lynch  Capital  Partners  Inc.? 

What  a  difference  a  year  makes.  For 
fiscal  1990,  which  ended  in  March,  Phil- 
ips reported  a  net  loss  of  $14.6  million.  It 
announced  a  restructuring  that  slashed 
187'  of  its  business.  The  LBO  came  to  a 
screeching  halt.  Former  CEO  Brethen 
was  charged  with  insider  trading  by  the 
Securities  &  Exchange  Commission.  The 
company's  stock  slumped  to  a  sickly  $14 
a  share,  4.57  below  its  high.  And  now. 
Philips  may  lose  its  independence.  On 
June  5,  the  company  announced  a  $550 
million  merger  agreement  with  Britain's 
Tomkins  PLC,  a  full  $200  million  less 
than  the  original  Merrill  offer. 
The  unraveling  of  Philips  shows  how  a 


company  can  stumble  when  it  steps  off 
its  own  well-trod  path.  Under  the  direc- 
tion of  Philips  and  Brethen,  Philips  In- 
dustries thrived  by  buying  into  a  diverse 
mix  of  fragmented,  low-tech  industries 
and  then  ratcheting  up  operating  mar- 
gins with  strenuous  cost-cutting.  Its 
problems  began  when  it  started  buying 
businesses  it  didn't  understand.  And 
with  management  distracted  by  the  re- 
tirements of  Jesse  Philips  and  Brethen 
and  by  the  pending  LBO,  the  company 
was  slow  to  see  trouble  coming. 
PENNY-PINCHING.  In  its  Original  form,  the 
Philips  formula  was  simple.  Brethen  and 
Philips  snapped  up  small  metal  benders 
to  add  to  their  core  business  of  making 
doors  and  windows  for  recreational  vehi- 
cles and  prefab  houses.  The  aim  was  to 
balance  the  company  with  acquisitions  in 
diverse  markets.  For  example,  to  offset 
a  slump  in  its  housing  and  RV  markets  in 
1982,  Philips  paid  $8.2  million  for  two 
makers  of  ventilation  components  for  in- 
dustrial and  commercial  users. 

After  making  acquisitions,  the  compa- 
ny sent  in  penny-pinching  teams  led  by 
Brethen,  a  gruff  nuts-and-bolts  opera- 
tions man  who  joined  the  company  in 
1973  as  president  of  the  RV  and  mobile- 
home  group.  Brethen  and  his  team 
would  often  identify  millions  of  dollars 


PHILIPS  STUMBIES 


BMAY3,  1990  Philips 
reports  a  loss  of  $14.6 
million  forfisd]990, 
compared  with  net  income 
of  S46.3  million  in  1989 
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In  1989,  Philips,  0  diversified 
monufaci  .irt  r,  was  6i><mg  out  its 
1 3th  consecutive  year  of  earnings 
growth  ond  pf  eporing  tcr  a  rich 
isverageii  buyout 

M.  Ye?l.  2.S,  1989  Philips  onnoiinces 
m  lor  $25.50  0  share 
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n  JAN.  11,  1990  Retired 
Vice-chairman  Robert  Brethen,  who 
hod  sold  a  large  block  of  stock  on 
Jan.  9,  sells  more  shares.  Philips 
announces  LBO  financing  withdrawn 

DATA:  BRIDGE  INfORMATION  SYSTEMS  INC,  BW 


BRETHEN:  THE  TIMING  OF  HIS  STOCK  SALES  i 
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worth  of  cost  cuts.  Redesigning  an 
diffuser  for  ventilation  systems,  for 
ample,  cut  the  number  of  parts  from 
to  8,  saving  nearly  $500,000  a  year. 

The  strategy  brought  Philips  Indi 
tries  unscathed  through  the  recession 
the  early  1980s.  But  eventually,  Phili 
began  a  big,  expensive  push  into  an  i 
familiar  business.  In  October,  1987, 
paid  $20  million  for  Dearborn  Fabric; 
ing  &  Engineering  Co.  Dearborn, 
builder  of  conveyor  systems  for  ai 
makers,  was  to  form  the  cornerstone 
Philips'  new  materials-handling  unit, 
round  out  that  business.  Philips  made  _ 
largest  acquisition  ever  in  May,  19! 
paying  $43  million  for  Conergics  Corp 
money-losing  $175  million  maker 
large  and  small  conveyors.  With  the 
acquisitions.  Philips  reached  record  sa 
of  $942  million  for  fiscal  1989  and  recc 
net  profits  of  $46.3  million. 

Brethen  told  analysts  that  he  fully  i 
pected  to  work  his  cost-cutting  magic 
Conergics  and  Dearborn,  but  the  pi 
was  no  guide  this  time.  The  new  bt 
nesses  required  technical  expertise  PI 
ips  didn't  have.  "Basically  they  are  m 
al  benders,"  explains  Thomas 
Buynak,  an  analyst  with  McDonald 
Co.  "That  had  been  the  real  success  s 
ry  behind  Philips  for  all  those  years.' 

The  first  signs  of  trouble  came  at  0 
ergics'  Mid-West  Conveyor  Co.,  wh 
makes  heavy-duty  industrial  conveyc  f &s! 
such  as  those  used  in  coal  mines.  In  t'''-.*r, 
fall  of  1989,  a  number  of  its  large  C; 
tracts  were  nearing  completion.  But 
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«:CUSE  HIM  OF  INSIDER  TRADING 


iK  on  the  projects,  Mid-West  had 
i!  big  in  estimating  its  costs.  The 
tracts,  Philips  found,  "were  not  as 
,  Citable  as  we  originally  had  thought 
,  ''.1  be,"  says  current  CEO  Joseph  W. 
ring  in  court  documents  filed  in  con- 
:  ion  with  Brethen's  insider-trading 
portions  of  which  were  obtained  by 

i  IX ESS  WEEK.  Mid-West's  problems  re- 
ed in  charges  of  $3  million  in  the 

I  rter  ended  in  December. 

eanwhile.  Philips'  management  and 
c  ctors  were  wrestling  with  more  gen- 
problems.  Its  core  construction-com- 
■nts  businesses  were  crimped  by  a 
V  building  climate  and  extremely 
weather.  And,  according  to  one 
time  company  insider,  Brethen,  who 
me  CEO  in  1986,  was  squabbling 
Philips  over  who  was  in  charge, 
same  executive  says  the  board  sug- 
g  ed  to  both  men  that  they  retire.  Nei- 
t!  would  comment,  but  Brethen  says 

ii  s  deposition  that  the  board  had  pro- 
P  d  in  April  that  he  retire.  Preoccu- 
p  by  the  changing  of  the  guard,  man- 
a:  .s  did  little  to  address  the  growing 
pi|  lems.  "It  is  not  uncommon  in  peri- 
Of  of  management  transition  that  new 
f  tives  are  not  taken,"  admits  Chief 
')  ating  Officer  William  J.  McCanna. 
Bi  iuCKS.  One  thing  that  was  proceed- 
in  iS  planned  was  the  LBO  that  Jesse 
-  |js  had  first  proposed  in  mid-1989. 
B,:  September,  Merrill  emerged  as  the 

ng  bidder,  with  an  all-cash,  $25.50-a- 
'  '  offer  that  was  accepted  by  the 
"  1  on  the  suggestion  of  its  adviser, 


Salomon  Brothers  Inc.  The  sale  would 
mean  big  bucks  to  its  organizers — espe- 
cially Jesse  Philips.  The  flamboyant  sep- 
tuagenarian, who  worked  in  retailing  be- 
fore founding  the  company  at  42  by 
buying  a  $400,000  maker  of  mobile-home 
windows,  would  have  earned  $38  million 
for  his  67c  stake.  Brethen  would  have 
made  $5  million.  Merrill  was  to  finance 
the  deal  in  part  with  junk  bonds  and 
called  on  Security  Pacific  Corp.  and  First 
Chicago  Corp.  to  act  as  lead  lenders  for 
$475  million  in  bank  debt. 

Philips  had  reported  a  disappointing 
second  quarter.  But  at  a  meeting  in 
Palm  Springs  at  the  end  of  October,  offi- 
cers including  Brethen  saw  early  projec- 
tions for  the  quarter  ending  in  Decem- 
ber, according  to  Deering's  deposition. 
Those  projections  included  earnings  esti- 
mates that  proved  to  be  about  twice  as 
much  as  the  actual  results.  Philips'  trou- 
bles soon  began  to  show,  however.  In 
mid-November,  Philips  informed  Merrill 
Lynch  that  yearend  results  would  be 
lower  than  anticipated.  And  with 
the  junk-bond  market  in  disar- 
ray, Merrill  had  not  yet  found 
any  takers  for  the  notes  it 
planned  for  the  deal. 

Merrill  began  to  worry  about 
the  company's  ability  to  service 
the  $831  million  in  debt  it  would 
be  taking  on — but  not  concerned 
enough  to  pull  out.  Instead,  it 
negotiated  with  the  board  to  low- 
er the  bid  by  $1.50  a  share.  Salo- 
mon and  the  board  agreed.  But 
on  Jan.  10,  Philips  announced 
that  its  third-quarter  earnings 
would  be  less  than  half  of  those 
a  year  earlier.  The  results 
caught  Jesse  Philips  off  guard. 
"I  was  very  surprised,"  he  says. 
So  were  the  lead  banks.  The  next 
day,  they  pulled  out  of  the  deal. 

Philips  Industries  was  further 
embarrassed  in  February  when 
the  SEC  charged  Brethen  with  in- 
sider trading.  On  Jan.  9,  one  day 
before  Philips'  poor  earnings  re- 
port, Brethen  had  sold  half  of  his 
Philips  stock  for  $2.1  million.  On  Jan.  11, 
Brethen  dumped  another  9,733  shares 
for  $178,000,  just  before  Philips  an- 
nounced that  the  LBO  was  in  trouble.  By 
cashing  in  when  he  did,  Brethen  sold  his 
stock  for  over  a  half-million  dollars  more 
than  if  he  had  waited  until  Jan.  12. 

In  court  documents,  Brethen,  who  de- 
nies all  the  charges,  argues  that  al- 
though his  official  retirement  came  at 
yearend,  he  had  actually  stepped  aside  in 
September  when  Deering  was  appointed 
CEO.  At  that  time,  Brethen  was  named 
vice-chairman,  but  "I  had  no  reports,  nor 
was  I  involved  any  further  in  the  day-to- 
day operations  of  the  company,"  he  says 
in  his  deposition.  The  stock  sales  were 
prompted  by  analysts'  recommendations 


and  press  reports  about  the  shaky  LBO, 
he  says.  The  U.  S.  District  Court  in  Day- 
ton will  hear  Brethen's  case  on  July  16. 

Hopes  for  reviving  the  LBO  weren't 
helped  in  March,  when  Philips  an- 
nounced a  yearend  pretax  write-off  of 
$.59  million,  largely  to  cover  the  costs  of 
divesting  troubled  units  including  Mid- 
West  and  Dearborn.  But  Philips  had  be- 
gun talking  with  Tomkins,  which  ap- 
proached the  company  several  months 
earlier  about  a  possible  merger. 
UNDERVALUED?  Tomkins'  June  5  offer 
came  in  some  $200  million  less  than  Mer- 
rill's original  bid — but  at  about  a  32% 
premium  over  Philips'  then-market  price. 
"I  think  the  company  is  worth  more  than 
this,"  says  institutional  investor  Martin 
D.  Sass,  who  owns  2.9%  of  the  stock. 
"But  I'd  rather  see  this  valuation  than 
where  it  was  trading  in  the  market." 

Philips'  shareholders  will  soon  vote  on 
the  bid.  And  Tomkins'  plans  for  Philips 
if  it  wins?  "Once  we  get  the  manage- 
ment back  on  track,  the  company  should 


PHILIPS:  A  BUYOUT  FAILED,  NOW  A  MERGER  SEEMS  LIKELY 


right  itself,"  says  Gregory  F.  Hutchings, 
Tomkins'  CEO.  Known  for  its  appetite 
for  U.  S.  companies,  Tomkins  acquired 
armsmaker  Smith  &  Wesson  Corp.  in 
1987  and  Murray  Ohio  Manufacturing 
Co.,  a  maker  of  bicycles  and  lawn- 
mowers,  in  1988.  Philips  fits  in,  says 
Hutchings.  "It's  in  basic,  low-technology 
industries.  It's  a  low-risk  company,  with 
good  cash  flow  and  good  revitalization 
potential."  If  Tomkins'  strategy  of  buy- 
ing dull,  slightly  troubled  industrial  com- 
panies that  can  be  sharpened  up  and 
turned  around  seems  familiar,  small 
wonder:  It's  the  approach  that  once 
worked  so  well  for  Philips. 

By  Maria  Mallory  in  DaytoJi,  with  Mark 
Marernont  in  London 
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INFLATION! 


ZERO  INFLATION  MAY  NOT  BE 
AIL  IT'S  CRACKED  UP  TO  BE 


Economists  are  at  odds  over  the  Fed's  'no-pain'  disinflation  policy 


0- 

■90  '91 
A  PERCENT 


LOW  interest  rates,  booming  capital 
investment,  and  rapid  economic 
growth.  These  benefits  of  zero  in- 
flation seem  almost  self-evident  to  Fed- 
eral Reserve  Board  Chairman  Alan 
Greenspan  and  his  colleagues — so  much 
so  that  the  Fed  has  made  price  stability 
by  1995  its  official  goal. 

Some  Fed  officials  even  maintain  that 
they  can  wring  out  inflation  without  the 
stagnation  and  unemploy- 
ment that  have  always  ac- 
companied past  attempts 
to  slow  price  hikes.  Cleve- 
land Fed  President  W.  Lee 
Hoskins,  the  most  avid  of 
the  zero-inflation  enthusi- 
asts, says  that  a  clear, 
credible  anti-inflation 
stance  by  the  Fed  could 
persuade  workers  and 
companies  to  moderate 
their  wage  and  price  de- 
mands without  an  arduous 
transition  period.  And  once 
inflation  is  eliminated,  "the 
benefits  of  price  stability 
would  continue  indefinite- 
ly," says  San  Francisco 
Fed  President  Robert  T. 
Parry. 

ILLUSION?  Focused  on  this 
vision  of  an  inflation-free 
future,  the  Fed  is  trying  to 
ride  out  the  current  slow- 
down without  pumping  up 
the  economy.  It's  keeping 
a  tight  grip  on  the  money 
supply,  which  by  most 
measures  has  actually  fall- 
en in  recent  months.  In- 
deed, by  holding  down 
money  growth,  the  Fed 
lias  been  able  to  control  inflation  much 
longer  than  most  people  expected. 

hoi  a  growing  group  of  economists 
c!;ji;:'S  that  the  l-^ed's  no-pain  version  of 
disiiili'-tion  is  a  myth,  based  on  an  ivory- 
tower  ,'iew  of  how  markets  set  prices 
and  ^<  .  .:  -';s.  They  contend  that  the  eco- 
nomic -  eeze  needed  to  halt  price  in- 
creases i  (..npletely  would  choke  off  in- 
vestment Slid  cause  damage  to  the 
economy  i  t  might  be  hard  to  repair. 
Indeed,  son     economists  even  argue 


that  the  long-term  benefits  of  price  sta- 
bility could  turn  out  to  be  illusory. 

It's  all  a  matter  of  expectations.  Zero 
inflation  can  be  achieved  without  caus- 
ing much  pain  if  people  can  be  persuad- 
ed to  plan  for  slowing  price  growth  be- 
fore it  actually  happens.  For  example,  a 
business  trying  to  win  a  contract — to 
supply  parts,  janitorial  services,  or  even 
missiles — will  typically  build  an  allow- 


HOW  ACHIEVING  ZERO  INFLATION  WOULD  HURT.. 

UNEMPLOYMENT  AND  INTEREST  RATES  STAY  HIGHER  FOR  YEARS 
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...AND  HOW  IT  WOULD  HELP 


TAXES  DECLINE  The  inflation  bite  from  capital  gains  and  personal  in- 
come taxes  would  fall,  spurring  investment  and  adding  $140  billion  a 
year  to  real  GNP 

PRODUCTIVITY  INCREASES  Each  one-percentage-point  decline  in  the 
inflation  rate  would  boost  the  growth  rate  of  productivity  by  0.3  per- 
centage points 

INTEREST  RATES  EVENTUALLY  FALL  Rates  would  decline  as  inflation 
heads  down  to  zero;  a  steady  price  level  would  also  reduce  uncertain- 
ty, shaving  interest  rates  even  further 

OTHER  COSTS  EASE  Planning  for  the  future  would  become  less  compli- 
cated. Long-term  contracts  would  be  easier  to  negotiate.  Business  and 
individuals  could  arrange  finances  without  worrying  about  inflation 

DATA:  WURENCE  H.  MEYER  &  ASSOCIATES  LTD  ,  FEDERAL  RESERVE  BANK  OF  CLEVELAND,  BANK  OF  CANADA,  BW 


ance  for  rising  prices  into  its  proposal.  If 
it  thinks  inflation  will  continue,  the  bid 
will  be  higher,  perpetuating  the  infla- 
tionary spiral.  However,  if  the  company 
believes  the  Fed's  promise  to  lower  infla- 
tion, it  can  come  in  with  a  lower  price, 
which  will  enable  the  buyer  to  lower  its 
prices  as  well. 

Skeptics  say  that  most  businesses  will 
set  their  prices  based  on  past  experience, 
so  that  expectations  of  future  inflation 
will  only  change  slowly.  As  a  result,  if 


the  Fed  is  able  to  bring  down  inflati( 
quickly,  most  company's  bids  will  tu: 
out  to  be  too  high,  sales  will  falter,  ai 
some  workers  will  be  laid  off.  Mo 
large  econometric  models  assume  th 
expectations  adjust  slowly  and  thus  pi 
diet  that  disinflation  will  be  expensi\ 
DRi/McGraw-Hill,  for  example,  forecas 
that  the  Fed's  anti-inflation  campai: 
could  cause  a  recession  starting  late  tl 
year,  with  unemployment  rising  to  9.i 
in  late  1992.  And  Laurence  H.  Meyer 
Associates,  a  St.  Louis  economic  cons 
tant,  says  moving  to  zero  inflation,  wh 
not  leading  to  recession,  would  requi 
four  years  of  7%-plus  unemploym 
(chart) — a  gloomy  prospect  supported 
research  at  the  San  Francisco  Fed. 
MORE  RESPONSIVE.  Moreover,  credibil 
grows  slowly  at  best.  Former  Fed  Ch 
man  Paul  A.  Volcker's  attack  on  inf 
tion  began  in  October,  1979,  but  the  m 
kets  didn't  start  reduci 
the  inflation  premium 
bond  rates  until  mid-191 
says  Olivier  J.  Blancha' 
an  economist  at  Massacl 
setts  Institute  of  Teehn 
ogy.   Indeed,   wage  ( 
mands   didn't  moder 
until  late  1983  or  1984 
even  Volcker's  toweri 
reputation  could  not 
duce  the  costs  associa 
with  lowering  inflation, 
cording  to  Northwes 
University  economist  R-E 
ert  J.  Gordon,  the  econo  vf 
lost  6%  of  one  year's  gni 
national  product  in  outja 
for  each  percentage-poi 
reduction  in  inflation,  j 
Zero-inflation  advocal 
say  that  because  the  I|| 
has  adopted  a  gradual  fiS 
year  schedule  for  bringj 
inflation  down,  people 
have  a  chance  to  lo\il 
their  expectations  abii' 
prices.  The  Fed  beliefi 
that  its  credibility  \! 
grow  the  longer  it  haift 
tough.  And  corporate  i 
structuring,  wage  gi^ 
backs,  and  the  increase 
role  of  trade  in  the  1980s  may  m;I 
companies  and  workers  more  responsj 
to  the  Fed's  pressure  on  prices  than  t| 
were  during  Volcker's  days  at  the  hel 
But  along  with  those  same  restruciji 
ings  come  higher  debt  levels,  wl 
"have  sharply  increased  the  risks  i 
tight  monetary  policy,"  says  Harv 
economist  Benjamin  M.  Friedman.  V 
aware  of  those  risks,  Greenspan  is 
ways  careful  to  say  he  thinks  the 
can  cut  inflation  without  a  recession 
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There's  a  year  of  your  life 
in  this  proposal. 

Midnight  oil,  weekends, 
even  your  anniversary. 

But  if  it  sells, 
it's  worth  every  minute. 


Wlien  it's  important, 

it  belongs  on 
Hammermill  paper 

Any  proposal  speaks  a  little  more 
persuasively  when  you  put  it  on  Hammermill 
paper.  A  little  more  authoritatively. 
Why  Hammermill? 
It  could  be  the  substance  suggested  by  our 
watermarked  bond  papers.  The  sharp, 
down-to-business  readability  of  our  copier  papers. 
The  crisply  contemporary  colors  of  our 
eye-catching  offset  papers. 
Hammermill  makes  practically  every  kind 
of  business  paper  there  is.  And  every 
one  has  that  air  of  importance 
that  helps  make  sure  what  you  have  to  say 
gets  the  attention  it  deserves. 


Where  America 
conducts  its  business. 


1990  Internahonal  Paper  Company 
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Insight 

readers 

make 


things  happen. 


And  Insight  is  part  of  the  action.  It  gives  them  valuable  perspective  for 
decision  making.  It  flags  critical  implications  for  the  future.  It  delivers 
vital  information  clearly,  concisely,  in  a  fast-reading  format. 

The  usefulness  of  Insight's  editorial  fueled  circulation  growth  from  an 
initial  50.000  controlled  at  launch  in  1985  to  a  current  rate  base  of 
500.000  paid. 

Its  relevance  generated  2.4  million  readers  in  1989  Simmons'  and  their 
demographic  quality  is  unmatched  in  the  news  and  management  field. 
bb'vc  are  college  educated.  417c  are  managers  or  professionals.  407:  are 
investors.  637c  were  involved  in  public  activities  last  year.  507c  live  in 
multicar  households.  \47c  buy  wine  and  spirits  by  the  case.  Their 
median  household  income:  S5 1.339. 

In  the  S60.000+  households  measured  by  1989  Mendelsohn.  Insight's 
successful  readers  have  the  highest  newsmagazine  concentration  at  the 
net-worth  level  of  SI  .000.000  -  . 

With  exceptional  efficiency  in  selective  targets,  in  both  studies.  Insight 
is  increasingly  part  of  the  action  on  major  advertising  schedules — 
including  multiple  campaigns  and  repeat  business.  Put  us  to  work. 
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:ance  that  clouds  the  Fed's  commitment 
)  price  stability  at  any  cost. 
Even  after  inflation  vanishes,  the 
images  from  the  transition  would  lin- 
er, critics  say.  The  economy  could  lose 
[63  billion  in  capital  investment  during 
five-year  campaign  to  reduce  inflation, 
•gues  Harvard  economist  Lawrence  H. 
immers.  The  loss  in  human  capital — 5 
illion  worker-years  of  experience — 
luld  be  just  as  damaging:  "The  guy 
ho  falls  off  the  job  ladder  when  he's  23 
lesn't  automatically  make  it  all  up 
fien  he's  27,"  Summers  says, 
•w  AMMUNITION.  The  costs  wouldn't 
cessarily  end  once  price  stability  is 
hieved.  In  a  market  system  some 
ices  go  up  and  others  fall  as  market 
nditions  and  tastes  change.  But  to 
liiitain  zero  inflation,  rising  health 
re  costs,  for  example,  must  be  offset 
falling  prices  tor  some  other  indus- 
es.  The  same  is  true  of  wages — some 
irkers  would  be  forced  to  take  reduc- 
ns  in  wage  rates.  Workers'  resistance 
visible  wage  drops  "could  impair  the 
'iciency  of  the  markets,"  says  MIT's 
mchard.  "A  little  inflation  makes 
nt^s  run  more  smoothly."  For  these 
1  other  reasons,   the   Fed  usually 
lids  promising  zero  inflation,  prefer- 
to  talk  about  price  stability,  which 
dd  mean  1.5%  to  2%  inflation, 
n  recent  months,  advocates  of  zero 
ation  have  been  finding  new  ammuni- 
1  10  defend  their  positions.  Work  by 
nomist  John  B.  Taylor,  a  member  of 
■sident  Bush's  Council  of  Economic 
risers  and  a  candidate  for  Fed  vice- 
irman,  shows  that  the  costs  of  disin- 
ion  go  down  sharply  even  if  the  pub- 
believes  the  Fed's  anti-inflation 
tnises  just  a  little  bit.  Economists  at 
Cleveland  Fed  are  trying  to  measure 
distortions  that  inflation  causes 

I  ugh  the  tax  code,  which  discourage 
stment  and  savings.  And  a  study 

II  the  Bank  of  Canada — where  top 
'  cial  John  Crow  got  the  zero-inflation 
1  a  year  before  Greenspan — argues 
t    each  one-point  rise  in  inflation  dur- 

i  the  1970s  subtracted  0.3  points  from 
(  ada's  productivity  growth. 

ven  without  such  studies,  Greenspan 
1  long  believed  that  investors  will  in- 
\  better,  planners  will  plan  better, 
a  workers  will  work  more  efficiently 

ii  world  where  prices  are  predictable 
a  stable.  The  Fed's  inflation-fighting 
c  ibility  will  grow,  the  chairman  main- 
t  ^,  as  markets  and  individuals  see  it 
h  ing  tightly  to  its  course.  But  ignor- 
'1  the  potential  cost  of  its  policies  does 
li  '  to  boost  the  Fed's  believability.  The 
^'  way  for  the  Fed  to  bring  inflation 
'J  a  would  he  to  talk  honestly  about  its 
P'  y — the  price  as  well  as  the  payback. 

By  Mike  McNamee  in  Washington 


INTRODUCING 
VANGUARD  INTERNATIONAL 
EQUITY  INDEX  FUND 


This  new  no-load 
Vanguard  Fund  offers 
two  diversified  portfolios. 

The  European  Portfolio,  con- 
sisting of  stocks  from  13  countries, 
seeks  investment  results  parallel- 
ing those  of  Morgan  Stanley  Capital 
International  Europe  (Free)  Index  * 

The  Pacific  Portfolio,  which 
seeks  results  paralleling  those 
of  the  Morgan  Stanley  Capital 
International  Pacific  Index,*  con- 
sists of  stocks  from  Japan  (the 
major  Index  component),  New 
Zealand,  Australia,  Hong  Kong, 
Singapore. 

Vanguard  introduced  indexing 
to  investors  in  1976  and  presently 
manages  more  than  $2  billion  in 
indexed  assets.  The  new  Fund 
seeks  to  offer  broad  diversifica- 
tion, relative  predictability,  and 
low  costs. 

$3,000  minimum  initial  invest- 
ment; $500  for  IRAs. 


Call  1'800-662-SHIP 
For  A  Free  Information  Kit 

*Past  performance  of  course,  can't  guaran- 
tee the  future  results  of  either  the  Indexes 
or  the  Fund. 


Hpiease  send  me  a  free  Vanguard 
International  Equity  Index  Fund 
Information  Kit  containing  the  pro- 
spectus with  more  complete  informa- 
tion on  the  transaction  fee,  advisory 
fees,  distribution  charges  and  other 
expenses.  I  will  read  it  carefully  before 
I  invest  or  send  money 

Vanguard  International 
Equity  Index  Fund 
P.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 
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State - 


Zip- 
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IF  THE  BOOT  FITS,  WEAR  IT" 


A  t  thf  heart  of  Europe  and  the  Mediterranean  basin.  Southern  Italy  offers 
JJ.  the  discerning  investor  financial  and  tax  incentives  unparalleled  by  the 
rest  of  Europe:  non-repayable  cash  grants  and  softdoans  up  to  70%  of  total 
fixed  investment  as  well  as  a  10  year  tax  holiday. 

Find  out  more  about  hoiv  Southern  Italy  provides  the  ideal  launching  pad 
for  tariff -free  access  to  the  European  single  market  of  1992. 

Contact  Augusta  Odone  Associates.  ILS.  representative  of  the 
Institute  for  Assistance  in  the  Development  of  Southern  Italy 
(lASM),  1 747  Pennsylvania  Avenue,  IS.  W Suite  950.  ashington. 
D.C.  20006.  Tel.:  (202)  H35-204I:  Fax:  (202)  7H5-9.17H. 
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ntertainment 


STRATEGIES! 


DISNEY  IS  LOOKING 
JUST  A  LITTLE  FRAGILISTIC 


How  long  can  Eisner  keep  up  the  frantic  '80s  growth? 


The  whole  crew  was  there:  Mickey, 
Minnie,  and  Michael.  Amid  much 
hoopla,  Walt  Disney  Co.  chief  Mi- 
chael D.  Eisner  this  spring  unveiled  the 
company's  most  ambitious  theme  park 
expansion  ever.  But  that's  not  all  the 
news  coming  out  of  the  Magic  Kingdom 
these  days.  Eisner's  master  plan  for 
growth  calls  for  scads  more  glitzy  ho- 
tels, Donald  Duck  dolls,  and  blockbuster 
movies.  He's  even  trying  to  extend  the 
Disney  franchise,  with  such  new  charac- 
ters as  Mumbles,  Pruneface,  and  the 
rest  of  the  gang  from  Dick  Tracy,  open- 


ing June  15.  If  it's  up  to  Eisner,  the 
Nineties  will  be  the  "Disney  Decade." 

Humble,  Eisner  isn't.  But  no  wonder. 
Ever  since  he  took  over  as  CEO  in  1984, 
he  has  had  a  touch  not  unlike  Tinker 
Bell's.  The  Burbank-based  entertainment 
company  has  had  a  sevenfold  jump 
in  profits,  to  $703  million  last 
year,  on  revenues  tripling  to 
$4.6  billion.  Its  stock  has  made 
a  dazzling  TSO/'f  climb,  to  hover 
near  its  all-time  high  of  1361/4. 
For  Wall  Street,  Eisner's  abili- 
ty to  conjure  up  brisk  growth 
has  taken  on  almost  mythical 

proportions.  The  stock  is 
going  to  250  by  1992, 
says  analyst  Mark  Manson 
of  Donaldson,  Lufkin  & 
Jenrette  Securities  Corp. 
"You  don't  need  to 
stretch  to  get  that." 
THE  ENCORE.  Trouble 
is,  growth  is  going  to 
come  much  harder.  Eisner 
inherited  woefully  under- 
managed  assets  when  he  arrived 
at  Disney  in  late  1984.  And  in  the 
'  past  five  years,  he  has  exploited 
them  to  the  hilt.  At  Disney  theme 
parks,  which  account  for  about  half 
of  revenues  and  nearly  two-thirds  of 
operating  profits,  Eisner  jacked  up 
ticket  prices  with  impunity.  He  ag- 
gressively merchandised  the  Disney 
characters  and  churned  out  videos  of 
Disney  kiddie  classics.  His  tightwad  ap- 
proach to  producing  movies  made  Dis- 
ney hits  satisfyingly  profitable.  Those 
days  are  over. 

So  what's  Eisner  doing  for  an  encore? 
He's  got  the  huge  park  expansions,  in- 
cluding 497f-owned  Euro  Disneyland, 
slated  to  open  near  Paris  in  1992.  He  is 
planning  on  nearly  doubling  hotel  space 
worldwide  by  1993.  Besides  launching  a 
second  record  label  and  a  third  movie 
unit,  Disney  is  starting  to  gamble  on 
bigger-budget  movies.  Even  further 
afield,  Disney  is  plunging  into  retailing 
and  residential  real  estate  development 
and  even  dabbling  in  fast  food.  This  is 
risky  stuff. 

But  the  pressure's  on.  Eisner  prom- 
ised 20%  annual  profit  gains  and  return 


BY  BOOSTING 
THEME  PARK  REVENMlC 


on  equity — averaged  over  five  yearsftfr 
and  delivered  even  more.  But  in  the 
months  ended  Mar.  31,  Disney  proi 
growth  had  cooled  to  19%  from  Isk 
year's  torrid  35%'  pace.  That  m.ay  he\i 
sign  of  things  to  come.  "Disney's  proUl 
bly  going  to  grow  at  a  15%'  rate  for  tii 
next  two  years,"  says  Emanuel  Gerai; 
partner  in  institutional  research  firm  ( s 
rard  Klauer  Mattison  &  Co.  That's  r 
too  shabby,  but  it's  not  what  Wall  Stw 
has  come  to  expect.  Disney  executivj; 
declined  to  be  interviewed  for  this  stoi| 
citing  legal  restrictions  for  a  bond  off 
ing  currently  under  way. 

The  palpable  concern  about  the  fate  irtr 
Dick  Tracy  highlights  what's  at  stake  to,  .., 
the  movie  business.  Even  figuring  Ci\i  ■ 
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lEY'S  FORMULA 

ID  PRODUCING 
)X-OFFICE  HITS... 


...IT  MAKES  THE 
BOTTOM  LINE  SHINE 


ITHLESS  PEOPLE 


Gross  revenues 

Millions 

$72 


IREE  MEN  AND  A  BABY 
lOD  MORNING  VIETNAM 


168 
124 


HO  FRAMED  ROGER  RABBIT?  154 


mr,  I  SHRUNK  THE  KIDS 
IE  LITTLE  MERMAID 


131 
84 


•ETTY  WOMAN 


126 


▲  BILLIONS  OF  DOLURS 

DATA.  COMPANY  REPORTS,  WERTHEIM  SCHRODER  X  CO. 


itively,  the  picture  cost  $45  million 
oduce  and  market,  and  it  must  top 
million  at  the  box  office  just  to 
c  even.  That  could  be  tough,  consid- 
aging  star  Warren  Beatty's  lack  of 
il  to  teens,  co-star  Madonna's  repu- 
1  as  box-office  death,  and  June's 
[  slate  of  blockbusters. 
3  outcome  of  one  movie,  however, 
an  extravaganza  such  as  Dick  Tra- 
n't  going  to  have  much  effect  on  a 
any  the  size  of  Disney.  But  the 
it  represents  may.  Until  now,  Dis- 
jlayecl  the  game  by  backing  low- 
moderate-budget  pictures.  It  kept  a 
rein  on  costs,  partly  by  hiring  out- 
'or  actors.  But  Disney  is  starting  to 
its  tight  fist.  It  has  little  choice. 


Stiff  competition  for  scripts  and  stars 
has  pushed  costs  into  the  stratosphere. 

Even  at  Disney,  the  average  cost  of 
making  a  movie  is  creeping  up  from  be- 
low $15  million  into  the  $20  million 
range.  What's  more,  Disney  is  upping 
the  ante  by  starting  its  third  movie 
studio.  This  will  put  even  more 
pressure  on  its  moviemakers  to 
sustain  a  steady  stream  of  hits,  a 
feat  that  would  seem  to  have 
long  odds.  Even  in  Hollywood, 
the  law  of  averages  has  not 
been  repealed.  Twentieth 
Century-Fox  Film  Corp. 
for  example,  after  a  long 
run  of  box-office  success- 
es, has  had  few  smash 


hits  since  Big  with  Tom  Hanks  in  1988. 

The  biggest  gamble  of  all,  though,  is 
the  expansion  of  Disney  theme  parks. 
Before  the  1992  opening  of  its  splashi- 
est, the  $2.9  billion  Euro  Disneyland,  a 
lull  in  the  opening  of  new  domestic  at- 
tractions could  dampen  overall  atten- 
dance at  Disney's  parks  in  1991.  Al- 
ready, Eisner's  team  has  added  plenty  of 
new,  crowd-pleasing  attractions,  includ- 
ing the  water  ride  Splash  Mountain  at 
Disneyland  and  the  high-tech  Star  Tours 
ride  there  and  at  Walt  Disney  World. 
HEAD-ON  RIVALS.  Just  last  year,  Disney 
opened  a  whole  new  park  in  Orlando — 
the  Disney-MGM  Studios  Theme  Park, 
with  a  recreated  Hollywood  Boulevard 
and  working  movie  studios.  Now,  Eisner 
is  talking  about  adding  even  more  at- 
tractions and  a  new  park  on  both  coasts. 
The  bigger  Disney  gets,  the  harder  it  is 
to  sustain  breakneck  growth.  "The  base 
is  now  swollen,"  says  analyst  Gerard. 

Worse,  there  are  signs  that  new  Dis- 
ney parks  may  be  starting  to  draw  busi- 
ness away  from  older  operations.  One 
investment  manager  cited  "substantial 
slowing"  in  attendance  at  older  parks  as 
a  major  reason  for  unloading  his  pricey 
Disney  stock.  Says  Morgan  Stanley  & 
Co.  analyst  Alan  P.  Kassan:  "You've  al- 
ready had  some  cannibalization  of  the 
Magic  Kingdom  and  Epcot  atten- 
dance by  the  Disney-MGM  Studios." 
And  now,  for  the  first  time  ever, 
Disney  has  head-on  competition  right 
on  its  mainstay  Orlando  turf.  On  June 
7,  MCA  Inc.  opened  its  $630  million  Uni- 
versal Studios  Florida  just  12  miles 
up  the  road  from  Walt  Disney  World. 
The  rival  park  is  about  twice  the  size 
of  Disney's  studio  tour,  and  its  Jaws 
md  King  Kong  rides  offer  more  thrills 
'or  the  free-spending  teenage  crowd. 
Disney  defenders  insist  that  Uni- 
versal's  splashy  opening  will  draw 
more  tourists  to  Orlando  and  that 
Disney  will  share  the  wealth.  But  travel 
agents  say  they  have  been  surprised  to 
see  no  increase  in  Orlando  bookings  this 
summer.  "There  are  reasonable  limits  to 
how  big  the  pie  can  get,"  says  Raymond 
Braun,  senior  vice-president  of  Econom- 
ics Research  Associates,  a  Los  Angeles 
leisure-projects  consultant.  Some  ana- 
lysts and  stockholders  fear  that 
Universal  will  put  a  dent  in  Dis- 
ney's attendance  this  summer, 
thus  jolting  Wall  Street's  lofty 
expectations. 

Disney's  problem  is  that  it  can't 
like  ticket  prices  significantly  to 
jifset  any  attendance  softness. 
The  company  has  given  theme 
park  profits  a  huge  boost  by 
raising  ticket  prices  82% 
since  1984.  Now,  it  must  con- 
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tent  itself  with  increases  just  a  bit  above 
inflation. 

Even  so,  Disney  visitors  may  suffer 
sticker  shock,  says  theme  park  consul- 
tant Nicholas  S.  Winslow.  A  four-day 
stay  for  a  family  of  four,  with  airfare, 
hotel,  meals,  park  admission,  and  souve- 
nirs, can  run  over  $3,500.  Disney  "is  con- 
stantly testing  the  upper  limits"  in  ticket 
pricing,  says  Winslow,  who  is  president 
of  Harrison  Price  Co.  in  Torrance,  Calif. 
"I  think  it's  going  to  catch  up  to  them." 
He  suggests  that  tourists  will  cut  down 
on  repeat  visits  to  Disney  parks — a  cru- 
cial factor  for  operations  that  rely  on 
about  70%  return  customers. 


So  far,  the  downside  hasn't  daunted 
investors,  who  have  bid  the  stock  up  to 
record  levels.  Hence,  the  price  is  vulner- 
able to  even  the  smallest  cloud  on  the 
horizon.  Witness  the  beating  Disney 
shares  took  in  December  and  January, 
when  they  temporarily  lost  30  points  af- 
ter a  string  of  weak  movies  and  cold 
weather  in  Florida. 

PLAYING  IT  SAFE.  Flush  with  their  five- 
year  string  of  successes,  Disney  execu- 
tives are  confident  that  they  can  make 
their  growth  plan  for  the  Nineties  suc- 
cessful. And  they  may  well  be  able  to 
pick  up  any  earnings  slack  with  their 
new  ventures.  But  it's  not  the  sure  bet 


that  it  has  been  since  the  mid-Eightit 
At  least  one  former  executive  seen 
to  have  decided  to  play  it  safe.  Gary 
Wilson,  Disney's  chief  financial  offic 
until  the  end  of  last  year,  recent 
dumped  his  entire  Disney  stake 
555,420  shares  for  $59  million.  He  said 
the  time  that  he  was  doing  it  for  t^ 
reasons — but  it's  not  exactly  a  ringi; 
endorsem^ent. 

Unless  Michael  Eisner  has  a  hidd 
cache  of  pixie  dust,  the  "Disney  Decad 
will  probably  be  much  tougher  than 
and  Wall  Street  are  reckoning  on. 

By  Kathleen  Kerivin  in  Los  Angel 
with  Antonio  N.  Fins  in  Orlando 


HI-HO  HI-HO 
A-MARKETiNG  WE  GO . '. .  AND  GO 


For  decades,  Walt  Disney  Co.  has 
lived  by  this  golden  rule:  Never 
underestimate  the  power  of  Mick- 
ey Mouse.  The  company  made  a  hefty 
profit  selling  Mickey  wristwatches  and 
T-shirts.  But  it  wasn't  until  Michael  D. 
Eisner  and  crew 
moved  in  that  licens- 
ing really  took  off. 
Now,  Mickey,  Goofy, 
and  Winnie-the-Pooh 
are  on  products  rang- 
ing from  talking 
toothbrushes  to  dis- 
posable diapers,  and 
Donald  Duck  is  sell- 
ing cars  for  Chevro- 
let. The  result:  Reve- 
nues from  consumer 
products  jumped  from 
$110  million  in  1984  to 
$411  million  last  year. 

There's  more.  Eis- 
ner began  opening 
company-owned  retail 
stores  in  1987.  At  last 
count,  Disney  had  56 
outlets  vying  for  part 
of  what  is  now  a  $2 
billion  U.  S.  market  in 
Disney  knickknacks. 
In  the  stores,  Disney 
movies  play  on  big 
screens  as  shoppers 
buy  Barnbi  video- 
tapes, Roger  Rabbit 
dolls,  and  assorted 
Minnji;  wear,  sub- 
scribt  Disney's  cable  channel,  or 
book  tri|  s  to  the  theme  parks. 

It  woiks.  Despite  tough  retailing 
conditions,  rhe  stores  average  about 
$700  iri  anii  .oJ  sales  per  square  foot, 
roughly  three  times  the  norm  for  spe- 


cialty retailing.  Disney  plans  to  have 
100  stores  by  late  1991. 

In  April,  Eisner  found  another  angle: 
Disney  is  testing  a  fast-food  outlet  at 
its  Montclair  (Calif.)  store.  Mickey's 
Kitchen,  Disney's  first  restaurant  out- 


All  this  and  Kermit,  too:  Disney  is  test-marketing 
Mickey  Burgers  and  other  fast  food  in 
California,  rapidly  expanding  its  ^ 
retail  operations  nationwide — and        ,_Jtm  \) 
will  mine  new  millions  from  the  ^^iiSIH^  M 

Muppet  legacy  of  Jim  Henson  ^\^^^  '* 


side  a  theme  park,  serves  lean  Goofy 
Burgers,  vegetarian  Mickey  Burgers, 
and  Salads  in  Wonderland.  Duck  a  I'or- 
ange  is  not  on  the  menu. 

To  provide  new  grist  for  the  mer- 
chandise mill,  Eisner  has  latched  on  to 


new  characters.  Disney  has  already  1 
censed  nearly  1,000  Dick  Tracy  items 
from  yellow  fedoras  to  two-way  watcl 
es.  But  Eisner's  boldest  move  wa 
gathering  Kermit  the  Frog  and  Mis 
Piggy  into  the  fold.  By  buying  Henso 
Associates  last  yea 
for  about  $150  millioi 
Disney  got  rights  t 
Muppet  character 
and  the  services  c 
creator  Jim  Hensui 
Henson's  sudde 
death  last  month  ( 
pneumonia  set  bac 
Disney's  plans  fc 
Muppet  theme-par 
shows.  But  Disne 
says  it  will  continu 
the  projects. 

In  exploiting  ne 
characters  such  £ 
Roger  Rabbit,  Disnt 
must  tread  careful! 
Too-rapid  commercizj 
ization  could  jeopa 
dize   their   shot  ii 
achieving  the  icon  sti 
tus  of  Walt  Disneyl 
originals.  Still,  ho[5 
much  Disney  is  t(,| 
much?  Image  consij 
tants  fret  about  ove  j 
exposure,    but  &U 
there  are  no  signs  jl 
burnout  yet.  Th(|j 
claim  it's  quality,  n 
quantity,  of  Disney- 
censed  merchandise  that  counts.  P< 
haps  at  some  point  the  sheer  ubiqui 
of  even  Mickey  could  dilute  the  poW| 
of  the  franchise  on  which  Disney 
built.  But  don't  tell  the  mouse. 

By  Kathleen  Kerwin  in  Los  Angei 
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THE  SOUNDS  OF  SENCE 


Fedders  room  air  conditioners.  The  ort 
From  lightweight  "Pick-up"  portables  to 
models  -  in  cool  only  or  heat/cool  styl 
can  install  in  any  window  or  through 
any  wall  -  Fedders  has  the  quiet, 
quality  air  conditioner  just 
right  for  you.  For  the  name 
of  a  Fedders  dealer  near  you, 
call  us  at  217/342-3901. 


You  can't  do  better  than  a  Fedders. 


orts  Business 


FOOTBALL  I 


HEY  LARRY 

WHAT  ARE  YOU  DOING  HERE? 


Csonka  bulls  his  way  into  the  NFL  bargaining  mess 


When  Larry  Csonka  played  full- 
back for  the  Miami  Dolphins 
in  the  1970s,  he  broke  his  nose 
so  often  crashing  through  defensive 
lines  that  after  a  while  he  wouldn't  even 
bother  to  leave  the  field.  He's  getting 
bruised  again  these  days  as  he  attempts 


UPSHAW  SAYS  HIS  UNION  IS  NOT  A  UNION 


to  interject  himself  into  football's  ongo- 
ing labor  dispute.  But  this  time,  he 
seems  more  likely  to  wind  up  as  a  spoil- 
er than  a  gridiron  hero. 

It  seemed  so  simple  at  first.  Last  fall. 
Gene  Upshaw,  the  head  of  the  National 
Football  League  Players'  Assn.,  said  his 
organization  wasn't  going  to  be  a  union 
anymore.  Then,  the  National  Football 
League  won  new  TV  contracts  worth  $8.6 
billion  over  four  years — nearly  double 
the  previous  amount.  When  owners  be- 
gan to  say  they  now  could  afford  to 
settle  the  two-year-old  dispute  with  play- 
ers, Csonka  thought  he  saw  a  vacuum 
he  could  fill.  In  late  May,  he  sent  a  letter 
to  football  players  asking  them  to  join  a 
new  unii'H  he  intended  to  form. 

It's  too  eu'-ly  to  tell  if  players  will  vote 
I'oi-  Csonka.  Ik-  "laims  he's  got  signa- 
•lu-es  from  1.00  -m"  the  league's  1,575 
flyers.  Althougli  Upshaw  is  skeptical, 
h"'s  worried  tha'.  (he  effort  will  derail 
his  legal  strategy  !.o  defend  players' 
.i^-'ius.  Upshaw  charges  that  Csonka  is  a 
r-.-iPpet  of  the  owners,  "^'sonka  is  being 
•        fiud  he  knows  it,"  snaps  Ushaw. 

(,'.-oiika,  who  denies  an--  link  to  own- 
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ers,  responds  by  hinting  that  Upshaw 
may  be  squandering  players'  money. 
But  Csonka  admits  that  he  jumped  in 
without  knowing  the  score.  "I'm  think- 
ing of  hiring  a  lawyer,"  says  Csonka, 
who  says  his  funding  comes  from  com- 
mercials he  does  for  Miller  Lite  and  oth- 
er products.  "I  didn't  think  it  was  as 
complicated  as  it  appears  to  be." 

STRANGE  CHEERLEADERS.  What  Csonka 

has  run  into  is  the  topsy-turvy  world  of 
pro  football  labor  bargaining.  After  los- 
ing a  humiliating  strike  in  1987,  Up- 
shaw's  union  took  the  battle  to  court  in 
an  effort  to  win  free  agency,  the  right  of 
players  to  switch  teams  after  their  con- 
tracts expire.  The  union  argued  that  \FL 
rules  restricting  player  movement  vio- 
late antitrust  laws.  The  courts  agreed 
that  they  probably  did.  But  last  fall,  an 
appeals  court  ruled  that  the  league  was 
exempt  from  antitrust  as  long  as  it  had 
a  collective  bargaining  relationship.  Six 
days  later,  in  an  effort  to  force  the 
courts  to  grant  full  free  agency,  Up- 
shaw said  that  he  no  longer  would  bar- 
gain for  KFL  players.  He  also  has  filed 
an  appeal  in  the  U.  S.  Supreme  Court. 

The  NFL  has  been  screaming  like  an 
intercepted  quarterback  ever  since.  In 
one  of  the  oddest  developments  in  the 
annals  of  labor  disputes,  the  owners 
keep  insisting  that  Upshaw  really  is  run- 
ning a  union  whether  he  admits  it  or  not. 
In  fact,  NFL  officers  talk  eagerly  of  how 
much  better  players  would  fare  with  a 
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union.  Jack  Donlan,  the  NFL's  chief  labo 
negotiator,  says  that  the  owners  ar 
willing  to  substantially  boost  benefit; 
which  amount  to  some  $40,000  per  i^la} 
er  today.  "If  Gene  wants  to  sit  it  ou 
the  players  won't  get  benefits,"  say 
Donlan.  "It's  bad  for  players." 

This  is  about  when  Csonka  came  thui 
dering  onto  the  field.  Csonka  thought 
was  silly  for  players  to  pass  up  the  kin 
of  money  Donlan  is  offering  in  pursu 
of  a  court  victory  that  could  be  yeai 
away.  So,  after  speaking  to  Donlan  i 
February,  he  set  out  to  start  a  ne^ 
union.  But  there's  a  catch  to  Donlan 
offer:  The  NFL,  which  fears  full  fn 
agency  could  send  salaries  through  tl: 
roof,  wants  a  labor  pact  that  ratifies  ii 
rules  restricting  player  movement. 


CSONKA  CLAIMS  THE  PLAYERS  ARE  SUFFERINt  J 


Csonka's  foray  does  seem  to  interel 
some  players.  While  Upshaw's  associ| 
tion  is  pressing  for  free  agency,  it  ili 
longer  represents  members  who  have 
grievance.  They  must  face  manageme 
alone  or  hire  a  lawyer.  Most  importai 
the  prospect  of  added  benefits  is  ent 
ing.  "If  you  polled  the  league  tods 
benefits  like  pensions,  injury  insuraiK 
and  severance  pay  would  outweigh  fr 
agency,"  says  Mike  Mularkey,  a  tig 
end  with  the  Pittsburgh  Steelers.  * 
haven't  signed  Csonka's  card  yet,  but 
haven't  thrown  it  away,  either." 

What  Csonka  can't  explain  is  how  ? 
can  do  better  than  Upshaw.  Part  of  t^ 
problem  is  that  the  owners  are  dividv 
New  NFL  Commissioner  Paul  J.  Taglj' 
bue  has  been  searching  for  a  way  i 
settle  the  dispute.  But  Donlan, 
wants  to  continue  toughing  it  out  on  t 
free-agency  issue,  is  supported  by  ha: 
liners  such  as  Tampa  Bay  Buccane(^ 
owner  Hugh  F.  Culverhouse. 

Tagliabue  tried  unsuccessfully 
break  the  deadlock.  Earlier  this  year  B 
created  a  committee  of  four  to  help  D({- 
Ian  initiate  new  labor  proposals.  'Tag! 


SPORTS  BUSII| 


Taking  imaginations 
far  a  ride 


It's  the  Loch  Ness  Monster  roller 
coaster  ...  a  wild  sports  car  chase 
through  the  streets  of  Paris.  .  .  an 
intergalactic  Starfighter.  The  SR2 
simulator  is  all  those  things  and 
much  more,  thanks  to  a  unique 
motion-control  system  using 
advanced  electrohydraulic 
components  from  Parker. 

Go  for  a  fast 
ride  standing 
in  one  place 

Manufactured  by  Doron  Precision 
Systems,  Inc.,  the  SR2  simulator  is  a 
stationary  unit  capable  of  creating 
the  sensation  of  virtually  any  ground, 
water,  or  air/space  vehicle.  Since 
1978,  millions  of  people  have 
enjoyed  the  v  arious  thrillini;  SR2  s 
experiences  in  over  15  countries 
throughout  the  world. 

As  a  star  in  the  entertainment 
field,  the  SR2  offers  a 
spectacular  array  of  rides 
that  can  be  changed  as^ 
needed  to  offer  new^ 
thrills  to  repeat 


customers.  And  central  to  the 
magical  motion  of  the  SR2  is  the 
down-to-earth  motion-control 
expertise  of  Parker. 

Parlcer  systems 
tielp  mal^e  ttie 
experience  real 

By  working  closely  with  Doron 
at  the  initial  design  stages,  Parker  was 
able  to  develop  and  manufacture 
hydraulic  components  and  systems 
to  allow  the  SR2  a  full  and  exciting 
range  of  motion.  In  addition,  Parker 
supplied  the  hoses,  connectors,  tillers, 
cylinders,  and  many  other  related 
products  to  assure  the  SR2  of  safe, 
reliable,  and  economical  operation  on 
a  demanding  daily  basis. 


Of  course,  Parker  was  a  logical 
choice  for  this  important  task  since 
our  products  are  already  in  use  on 
the  highly  sophisticated  flight 
simulators  used  to  train  military  and 
airline  pilots. 

Dividend 
performance 
passes 
the  others 

As  a  $2..^X  billion  worldwide 
enterprise,  Parker  is  the  largest 
company  in  the  motion-control 
industry,  with  impressive  growth 
poiential. 

Parker  has  over  SOO  product  lines 
in  hydraulic,  pneumatic,  and 
electromechanical  applications.  In 
motion  control,  no  single  competitor 
presents  a  product  line  as  broad  as 
Parker's. 

Our  shareholders  have  benclitcd 
from  this  diversity  with  34 
'  "•■        consecutive  fiscal  years  of 
dividend  increases  and 
1 60  consecutive 
quarterly  dividends 
For  more 
information, 
write: 
?  Parker  Hannifin 
I  Corporation 
IVpt.  BW-II 
\^2.S  Fiuclicl 
Avenue 
Cleveland 
441 12-1290 
Ohio 

(PH-NYSE) 


A  partnership  in  vital  technologies. 


rker 


Our 800  service  makes  dowte 


How  does  a  company  with  a  cata- 
log of  down  goods  show  consistently 
good  sales  year  after  year?  If  you  are 
The  Company  Store, you  make  a  supe- 
rior product  and  then  find  a  superior 
800  service. 

AT&T  800  Service  has  the  highest 
call  completion  rate  in  the  industry 
Why  is  that  performance  important  to 
The  Company  Store's  success?  People 
expect  catalog  shopping  to  be  easy 
and  convenient. They  won't  always 
redial  if  their  calls  don't  go  through. 
AT&Ys  extra  reliability  helps  The 


Company  Store  cover  more  customerjifhiumf; 

No  wonder  so  many  businesses  i  JlflSf; 
insist  on  using  AT&T  After  all,  no  one  tisioneve 
can  afford  to  lose  sales  because  of  th<tgt 
800  service.  And  just  a  few  uncom 
pleted  calls  can  add  up  to  a  lot  of  lo; 
revenue.  AT&T's  performance  can 
help  an\'  business  that  depends  on  it 
800  service.  It's  one  of  the  reasons  th 
The  Company  Store's  sales  have  gone  if  ■ 
an  average  of  27%  every  year  since  19^ 

Free  installation. 


If  reliable  connections  count  in  pjh 


les  go  up. 

ir  business,  shouldn't  you  choose 
cT800  Service?  Now^  to  make  your 
■ision  even  easier,  AT&T  will  help 
I  get  started.  Call  throughjune  29 
I  i  we'll  waive  the  installation 
iges  when  you  add  any  domestic 
T800  Service. 

800 Performance. 
notherAm^ advantage. 

For  full  details  on  how  this 
r  applies  to  your  business,  call 
r  AT&T  Account  Executive  or 
0222-0400. 


AT&T 

The  right  choice. 


r 


THE  PENINSULA 
GROUP 


The  One 


hotel  group  whose 


name  is  synonymous  throughout  the  East 
with  traditional  standards  of  elegance, 
style  and  grace,  now  has  a  sparkling 
string  of  properties  that  stretches  through 


the  Pacific  to  the  Atlantic. 


The  Peninsula,  Hong  Kong 

The  Kowloon  Hotel,  Hong  Kong 

The  Manila  Peninsula,  Manila 

The  Palace  Hotel,  Beijing 

The  Peninsula,  Bangkok  (opening  1993) 

The  Peninsula,  New  York 

Tlie  Peninsula,  Beverly  HjUs  (opening  1991) 


The 

Peninsula 

GROUP 
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bue  also  approached  Upshaw  to  see  if  h 
could  restart  bargaining.  Upshaw's  law 
yers  pointed  out  that  if  he  sat  down  wit 
the  owners,  that  would  revive  the  unio: 
and  ruin  Upshaw's  legal  case  agains 
the  owners'  antitrust  exemption. 

To  circumvent  this,  the  NFL  signed  lei 
ters  saying  the  discussions  couldn't  b 
used  as  evidence  that  Upshaw  was  ei 
gaged  in  collective  bargaining.  Donla 
and  Upshaw,  accompanied  by  their  law 
yers,  then  started  to  talk.  Howevei 
when  Donlan  made  statements  referrin, 
to  the  discussions  as  bargaining,  an  ar 
gry  Upshaw  complained  ihat  he  had  ui 
dermined  the  agreement  in  the  letter 
and  the  talks  stopped. 
SABOTAGE?  Some  insiders  charge  tha 
Donlan  spoke  out  to  sabotage  Taglij 
hue's  peace  effort.  Whether  it  was  delil 
erate  or  not,  that  was  the  outcom* 
"There  has  to  be  a  new  level  of  trust, 
says  Michael  E.  Lynn  III,  a  part-owne 
of  the  Minnesota  Vikings  and  one  of  th 
soft-liners  Tagliabue  appointed  to  th 
new  committee. 

Until  hard-line  owners  are  broug? 
around,  Upshaw  thinks  the  only  cours 


Even  if  Csonka  can  persuade 
a  majority  to  join  a  new 

union,  he'll  be  bargaining  fron 
a  position  of  weakness 


is  to  stick  with  the  lawsuits.  He  poini 
out  that  while  players  are  sufferin 
from  the  loss  of  benefits,  which  are  ni 
gotiated  collectively,  salaries,  which  ai 
negotiated  individually,  are  shooting  il 
even  without  a  union  (chart,  page  56).  f 

For  his  part,  Csonka  admits  that  h 
doesn't  know  why  the  two  sides  haven 
come  to  an  agreement  if  the  owners  ai 
as  eager  to  settle  as  Csonka  claims  th€ 
are.  "That's  the  only  part  I  can't  unde 
stand,"  he  says. 

Even  if  Csonka  convinces  players  thi 
he  can  cut  a  deal  where  Upshaw  can' 
he'll  have  to  negotiate  from  a  position  (! 
weakness.  With  a  new  union  and  no  fesj 
of  a  court  ruling  allowing  free  agenci 
nothing  would  prevent  owners  from  te|l^" 
ing  Csonka  that  they've  decided  not  i|* 
be  so  generous  with  benefits  after  all.j^ 

Csonka  says  he  has  spent  $8,000  of  hi 
own  money  so  far.  But  he  doesn't  have|l 
good  explanation  for  why  he's  so  keen 
help  players  a  decade  after  he  left  tlj 
field.  Even  if  his  intentions  are  good,  tl 
last  thing  football  needs  is  someone  eli 
barging  into  an  already  convoluted  sit 
ation — no  matter  how  hard  his  head  is 
By  Aaron  Bernstein  in  New  Yo 


SPORTS  BUSIN 


YOUDONT 
HAVE  TO  BUY 

OUR 
INSURANCE 
TO  GET  OUR 
BENEFITS. 


Mike  Dineen  is  going  to  be 
in  Washington  working  for  you 
anyway. 

As  Kemper's  Federal  Rela- 
dons  Manager,  and  a  member  of 
the  Board  of  Directors  of  the 
:nsu ranee  Institute  for  Highway 
Safety,  he'll  continue  to  advocate 
iir  bags  and  automatic  seat  belts,  a 
.ide-impact  standard  for  new  cars, 
md  regulations  that  will  make 


your  van  or  light  truck  as  safe  as 
your  car 

These  are  things  that  not 
only  affect  insurance,  they  also  save 
lives.  And  Mike  Dineen,  along  with 
other  insurance  companies  and 
trade  associations,  will  continue  to 
work  hard  for  these  reforms. 

So  even  if  you  don't  get  a 
Kemper  policy,  you'll  still  get  the 
benefits  of  one. 


MAKING  INSURANCE 
WORK  FOR  EVERYONE 


narianai 

insuRancE 

companies 


ITS  NOT  JUST  THE  MG 

LATEST  SETBACK  FOR  W 


Today,  there  are  "safe "cars,  lux- 
ury cars,  performance  cars,  practical 
cars  —  a  car  for  every  niche,  it  seems, 
and  a  niche  for  every  car. 

Except  at  Saah, 
wherQ  we've  al- 
ways built  cars 
to  fit  not  niches 
hut  needs  - 
the  needs 
of  human 
beings  un- 
wiiling  to 
stLtle  for 
somerliing 

one  or  more  dim'-rnsions  si.ort  of  a 
complete  car.  And  rhe  newest  Saab 
vividly  illustrates  ihe  point. 
INTRODUCING  THE  SAAB  9000S. 
Powered  by  the  largest  engine 

*MSRP  $2S,49S  f  xcludins  taxes,  hct-nsc,  freiKht,  dealer  charges  jnd  optmns  Price  suhiect  to  change      1990  Saab  Scania  of  America,  Inc 


Saah  ever  built,  the  9000S  is  a  true 
European  sports  sedan,  one  capable  of 
rumiing  all  day  at  triple-digit,  test- 
«*^-  track  speeds. 

Yet  that  engine 
achieves  stirring 
response  not  at 
the  expense  of 
efficiency  but 
■  because  of  it. 

'nj^&ffiHM^        A  com 
_  puter-dnven 
^^^^^Hp  engine  man- 
^^^^^  agement 
system  —  aided  by  Saab's  patented 
Direct  Ignition  System  —  ensures 
that  combustion  occurs  at  the  opti- 
mum moment  for  both  performance 
and  efficiency.  And  its  emission 
control  system  reduces  exhaust  pol- 


lutants beyond  EPA  requirementtsGnin^y 
The  result  is  a  performance  iTfaimej- 
car  uncompromised  by  the  need  wiepfffg^ 
be  environmentally  responsible,  '^\i(i^f■ 

THE  ONLY  Msim 
LARGE  EUROPEAN  IMPORT 
The  Saab  9000S  will  come  aiil^cu 
pleasant  surprise  to  those  for  whcii'lif^jn 
cramped  conditions  are  part  of  th  1 1^^^.], 
price  you  pay  for  sporty  cars.      r  :,[(^^ 
Its  interior,  according  to  Mo |Jivi;i3jjj!| 
Trend,  is  "cavernous."  In  fact,  it  i'kiiidsp. 
the  only  European  import  to  mepin  J 
EPA  specifications  as  a  "Large''ca  jsij^.:? 

But  in  the  9000S,the  intellig(|{f.i^.J 
management  of  space  extends  wei  .ji^j^J 
beyond  the  passenger  compartmfitj:,,^.  j 

Fold  down  the  rear  seat,  and  y^i^^ 
create  a  station-wagon-like  56.5cukrs(j  |' 
of  cargo  space,  enough  to  fit  a  six-f(||n,,jj 


EST  SAAB,  in  THE 


J 


IRIT  OF  COMPROMISE 


I  Giving  you  a  sports  sedan  that 
a  )ecome  a  wagon  at  will,  but  with 
)i  he  performance 
)e  Ities  wagons 


Insurai 


iO;  itimes  impose. 

1  SAFEST  CAR 

ITS  CLASS. 
I  n  the  9000S, 
•hi  recise rack-and- 
b;  in  steering, 
ini  lock  braking 
iy;  m  and  spir- 
ted lew  engine 

msidered  to 

ctycompo- 
c  ..Allarede- 
'ip  d  to  give  the  driver  the 

and  prowess  to  avoid  accidents 
first  place. 

iut  when  the  unavoidable  occurs. 


-'~r  ll'll '' '  '^""^  ^"^i^-LaJL j..T,^n  j 


the  9000S  excels.  Front  and  rear  crum- 
ple zones  absorb  the  force  of  impact, 
cushioning  the  steel  safety  cage, 
nee  r/air«  The  driver's-side  air  bag 

-       "^!?*'"9s  and  supplemental 

restraint  systems  cra- 
dle the  passengers. 

The  result  is 
vividly  demonstrated 
in  data  compiled  from 
over  250  insurance  com- 
panies by  the  Highway 
Loss  Data  Institute.  Its 
latest  study  ranks  9000- 
Series  Saabs  the  safest 
cars  in  their  class.  Safer  than 
Volvo  or  Mercedes-Benz. 

SYMPHONIES  VS. 
TFFINNER  MELODIES. 
Overall,  the  Saab  9000S  is  what 


one  automotive  editor  called  "a  sym- 
phony on  wheels... super-quick, 
impressively  refined,  exceptionally 
spacious,  very  comfy  and  flawlessly 
constructed." 

In  short,  a  car,  not  a  compromise. 
And  a  "symphony"  with  a  lower 
price  of  admission  than  the  thinner 
melodies  offered  elsewhere.* 

It  also  offers  daily  performances 
at  your  Saab  dealer,  where  you're 
invited  to  experience  the  Saab  9000S 
through  a  test  drive. 


WE  D0N7  MAKE  COMPROMISES. 
WE  MAKE  SAABS. 


air$ 


ANTITRUST  I 


PSST!  THE  TRUSTBUSTERS 
ARE  BACK  IN  TOWN 


The  laissez-faire  approach  of  the  Reagan  years  is  over 


Ei 


i  I 


Ixecutives  at  Winn-Dixie  Stores 
Inc.,  the  largest  supermarket  chain 
I  in  the  Southeast,  tried  in  late  1988 
to  boost  their  position  in  the  fast-grow- 
ing Florida  market  by  agreeing  to  buy 
U-Save  Supermarkets  Inc.,  a  24-outlet 
chain  based  in  Tampa.  But  the  Federal 
Trade  Commission  was  worried  that  the 
deal  would  scare  potential 
competitors  in  smaller  Flori- 
da cities.  The  agency  de- 
manded so  much  data  from 
Winn-Dixie  that  the  Jackson- 
ville-based company  decided 
in  January  to  drop  the  deal. 

Others   may  soon  find 
themselves  in  similar  situa- 
tions. After  nearly  a  decade 
of  laissez-faire  Reaganism, 
Corporate  America  faces  a 
new  business  reality:  Anti- 
trust enforcement  is  back  in 
vogue  in  Washington  (table). 
At  the  FTC  and  in  the  Justice 
Dept.'s  Antitrust  Div.,  inves- 
tigations are  on  the  rise  and 
trustbusters  are  dusting  off 
legal  theories  largely  aban- 
doned under  Reagan.  The 
Bush  Administration  is  even 
using  the  antitrust  laws  as  a 
negotiating  chip  in  its  trade 
war  with  Japan.  "We're 
back  now  to  much  more  of  a 
gunslinger  approach  to  in- 
vestigating and  litigating,"  says 
Stephen  Calkins,  a  Wayne  State 
University  antitrust-law  professor. 
MENDING  FENCES.  The  shift  signals 
a  return  to  using  antitrust  laws  as  a 
regulatory  tool  rather  than  as  a  de- 
vice to  open  up  markets.  Under  the 
leadership  of  Justice  antitrust  chief 
James  F.  Rill  and  FTC  Chairman  Ja- 
net D.  Steiger,  Bush  appointees  are 
expresi-iing  skepticism  about  the 
Reaganites'  arguments  that  the  eco- 
■  if.mic  efficiencies  of  bigness  will 
1;  nefit  consumers.  "We're  back  in  a 
•  ei7  traditional,  middle-of-the-road 
'^r-forceroenr,  pattern,"  says  Joe 
Sims,  a  Washington  lawyer  who 
.served  in  iho  .Antitrust  Div.  under 
P-esidents  Ni:;on,  Ford,  and  Carter. 
Bush  .Administration  officials 


have  traveled  the  country  preaching  a 
gospel  of  stepped-up  enforcement.  The 
officials  also  have  mended  fences  with 
lawmakers  on  Capitol  Hill  who  urged  a 
more  aggressive  antitrust  policy. 
They're  probing  concentration  in  areas 
in  which  Congress  has  expressed  con- 
cern, including  possible  price-fixing  in 


the  infant-formula,  cable  television,  a 
line,  health  care,  and  oil  industries.  Ai 
officials  have  patched  up  relations  wi 
state  attorneys  general,  who  launch 
their  own  successful  challenges  to  so 
mergers  that  the  Reaganites  endorse 
The  transformation  is  particula 
marked  at  the  FTC.  In  the  Reagan  e 
the  agency  often  seemed  like  a  pro-bu 
ness  economic  debating  society.  "I  thii 
we  are  more  skeptical  now,"  says  Kev 
J.  Arquit,  the  FTC's  Bureau  of  Compe 
tion  director,  who  was  FTC  general  cou 
sel  in  the  Reagan  Administration.  ' 
the  past  our  staff  spent  too  much  ti 
trying  to  conjure  up  efficiencies  the  p 
ties  themselves  had  not  raised." 
FORCED  OUT?  While  the  new  attitude  h 
yet  to  produce  many  challenges,  m 
cases  are  expected.  For  instance,  Stei 
told  Congress  in  May  t 
the  FTC  is  investigati 
charges  that  Japanese  au 
makers  have  imported  th( 
keiretsu  system  of  own< 
ship,  whereby  the  carma 
ers  exert  financial  cont) 
over  their  auto-parts  supj! 
ers.  U.  S.  suppliers  say  tb 
this  often  freezes  them  oi 
In  a  parallel  move.  Rill 
April  signaled  his  interest 
the  international  arena 


1 


TURNING  UP  THE  HEAT 

MORE  DETAILED  SCRUTINY  OF  MERGERS 

►  Justice  and  tlie  Federal  Trade  Commission  dou- 
ble theii"  "second  requests"  for  merger  data 

NEW  TYPES  OF  INVESTIGATIONS 

►  Justice  probes  possible  antitrust  violations  by 
foreign  entities 

►  FTC  brings  first  "tying"  case  in  10  years 

BIGGER  BUDGETS  AND  STAFFS 

►  Justice  gets  $5  million  to  offset  lost  merger  fees 

►  FTC  adds  21  enforcement  positions 

IMPROVED  COOPERATION  WITH  STATE  OFFICIALS 

►  New  joint  state  and  federal  task  force  plots 
probes 


actively  participatmg 
U.  S.-Japan  trade  talks.  Ti 
antitrust  chief  later  told 
porters  he  would  pursue  tj 
U.  S.  subsidiaries  of  foreii 
companies  if  the  parents'  i 
tions  harm  the  ability 
U.  S.  companies  to  comp6 
abroad.  "You  will  see  ti 
threat     of  prosecuti) 
against  foreign  firms  as 
additional  element  in  ti 
trade  negotiations,"  predi<!( 
Representative  Tom  Canii 
bell  (R-Calif.),  the  FTC  antitrust  chS 
in  the  early  Reagan  years. 

Justice  isn't  ignoring  the  hoiJ 
front.  In  the  first  three  months  f 
this  year,  the  agency  opened  40  ■ 
vestigations  of  pending  deals,  J 
about  60  for  all  of  1989.  This  acb} 
ty.  Rill  says,  "is  consistent  with  li 
effective,  sensibly  active  enforf 
ment  effort."  Rill  also  has  not  shi^ 
away  from  controversial  cases,  [i 
February,  three  Tucson  dentisE 
were  indicted  on  Justice  Dei 
charges  that  they  conspired  to  \ 
fees  paid  by  patients  who  belong^ 
to  a  dental  plan.  It's  the  first  crii- 
nal  antitrust  indictment  in  hea^ 
care  in  50  years.  The  dentists  pie:- 
ed  innocent,  and  a  trial  in  Septe- 
ber  is  scheduled.  Grand  juri' 
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LEGAL  AFfI 


Wouldn  t  you  rather  do  business 
a  company  that  thinks  outside  the  box? 


Sears  Business  Centers  didn't  become  one  of  the  nation's 
leading  personal  computer  resellers  just  by  selling  computers 
We  got  there  by  thinking  about  your  unique  business  needs. 
Including  your  current  computer  system,  employee  expertise 
and  plans  for  growth. 

Our  Systems  Analysts  work  with  you  up-front,  before  you 
make  an  investment,  and  they  continue  working 
with  you  long  after  the  sale.  They  undergo  exten- 
sive training  so  they  have  the  expertise  to  con- 
sult, plan,  design  and  implement  connectivity 
solutions. 

From  our  national  headquarters,  we  follow 
through  with  a  toll-free  800  Support  Line.  In 
most  cases,  we  can  resolve  any  computer 
glitches  over  the  phone,  using  sophisticated 
remote  diagnostic  capabilities.  And  when 
you  need  on-site  assistance,  we'll  dispatch  a 
Systems  Analyst  to  your  place  of  business. 

Let  us  show  you  the  innovative  thinking 
behind  the  IBM®  PS/2®  family  of  personal 
computers.  IBM's  OS/2'"  advanced  technology  gives  you  multi-task- 
ing capabilities  allowing  you  to  network  and  share  peripherals  like 
IBM's  affordable  line  of  Proprinters"  and  high-resolution  laser  print- 
ing, including  the  new  LaserPrinter  E. 

For  outside  the  box  thinking  in  your  area,  call  Sears  Business 
Centers  at  1-800-876-0088,  ext.  210. 


From  now  until  \une 30.  1990,  purcfiasean 
IBM  LaieiPnnWr  4019  and  get  a  $\00 
Manufacturer  Rebate  Call  yourlocalSean 
Busiwfss  Center  for  details 


BUSINESS  CENTERS 
1-800-876-0088,  ext.  210 

©  Sears,  Roebuck  &  Co  1990 

IBM  &  PS/2  are  registered  trademarks,  and  OS/2,  Proprlnter  are  trademarks  of  International  Business 
Machines  Corporation 


FNN  OFFERS  YOU  THE 
KEY  TO  THE  CITY 


Focus  on  Urban  America 

This  month,  Washington  D.C. 

FNN  unlocks  the  answers  to  ques 
tions  that  have  plagued  America's 
cities  in  the  new  monthly  series 
"Focus  on  Urban  America." 

FNN's  Bob  Berkowitz  travels  to 
urban  centers  across  the  country 
to  bring  you  the  strengths  and  the 
weaknesses. .  .the  dynamism  and 
the  problems  of  today's  cities. 

This  multi-faceted  in-depth 
report  explores  topics  from 
employment,  education, 
government  and  housing  to 
social  problems  and  the 
environment. 

"Focus  on  Urban  America," 
the  fast  paced  exciting  new 
series  is  only  on  FNN  and 
only  on  cable. 

Part  1:  Monday,  June  18-8:00  pm  and  10:00  pm 
Part  2:  Tuesday,  June  19—8:00  pm  and  10:00  pm 
Parts  1  &  2:  Wednesday,  June  20-6:00-7:00  pm 

Sunday,  June  24-12:00-1:00  pm 
All  t  imes  Eastern. 


Soonsored  \n\ 


2'i  Ji  J 

WeR!  Ivtore  mail  jiisr  laE  Financial  News  Network 


IT  PAYS  TO  watch; 


ianwhile,  are  weighing  price-fixing 
irges  against  some  obstetricians  and 
ergists  in  Savannah,  Ga.,  and  Boston, 
;pectively. 

rhe  increased  federal  activism  has 
)ught  a  new  rapprochement  with  state 
'orcement  officials,  who  had  been  at 
:gerheads  with  the  feds  under  Rea- 
1.  Justice  is  supporting  33  states  in 
'ir  effort  to  sue  the  country's  largest 
urers  for  collusion  in  dropping  certain 
?s  of  coverage  during  the  so-called 
)ility  crisis  of  the  mid-1980s.  The  Rea- 
lites  "emphasized  areas  of  disagree- 
nt,"  says  Maryland's  antitrust  chief, 
liael  F.  Brockmeyer.  "Rill  and  Stei- 

eniphasize  areas  of  agreement." 
>SER  LAWS.  All  of  this  activity  has  not 

convinced  skeptics,  who  wonder 
flher  there's  more  style  than  sub- 
nce  to  the  changes.  "There  is  clearly 
lifferent  rhetoric,"  says  Charles  F. 
e,  who  headed  the  Antitrust  Div.  in 

later  Reagan  years.  "But  I  don't 
ik  there  are  any  cases  Rill  has 
ught  that  I  wouldn't  have  brought." 
ndeed,  Bush  appointees  are  letting 
le  big  mergers  go  by.  In  April,  Jus- 


'  People  are  more  wary  of 
'als.  In  the  past,  they  might 
\  /e  thought:  'The  hell  with  it, 
let's  give  it  a  whirl' 


I  officials  said  they  wouldn't  chal- 
k  e  giant  French  tire  maker  Groupe 
^  lelin's  $1.5  billion  acquisition  of  Un- 
it, al  Goodrich  Tire  Co.  And  the  Bush 
A!  linistration  backs  legislation  ap- 
p!  'ed  by  the  House  that  would  loosen 
a:j  :rust  laws  to  allow  joint  production 
v'i  cures  between  U.  S.  companies, 
eover,  any  tougher  line  from  Wash- 
Dn  still  could  be  reversed  by  Rea- 
s  free-market  federal  judges,  some 
'hom  are  antitrust  experts, 
ill,  antitrust  lawyers  are  aware  of 
regulators'  new  mood,  and  they  are 
sing  their  clients  to  be  careful, 
irther  cautionary  note  was  sounded 
he  Supreme  Court  recently  in  a  rul- 
hat  said  states  can  even  undo  merg- 
:hat  have  been  given  a  green  light 
:he  feds.  Says  Thomas  Leary,  a 
hington  attorney:  "You  see  people 
1  more  wary  of  deals  that  in  the 
Administration  you  might  have 
thj  ght,  'The  hell  with  it,  let's  give  it  a 
I.'  " 

e  message  could  prove  to  be,  says 
W]  hington  lawyer  Sims,  that  "the 
were  kind  of  an  aberration." 

By  Tim  Smart  in  Washington 
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HOW  TO 
CHOOSEATAX-FREE 
PORTFOLIO 


STEP  1:  CONSIDER 
YIELD  POTENTIAL.  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  0.27  of  1%*— with  no 
commissions,  no  fees.  Minimum 
investment:  $3,000. 

STEP  2:  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
market  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
thuree  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1-800-662-SHIP  for 

our  free  Tax-Free  Investing  Kit. 

*Lipper  Directors'  Analytical  Data, 
First  Edition  1990 


^^lease  send  me  the  free  Vanguard  ^ 
Tax-Free  Investing  Information  Kit 

I  understand  the  Kit  contains  a  pro- 
spectus wnth  more  complete  infor- 
mation on  the  Vanguard  Municipal 
Bond  Fund,  including  advisory  fees, 
distribution  charges  and  other 
expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

Vanguard  Municipal  Bond  Fund 

P.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 

Name  


Address - 
City  


State. 


-Zip- 


Home  Phone 

(95) 


(  ) 


BWGO-206 


TH^an^ardGROUP 

*i*OF  INVESTMENT  OOMmNIES 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL        IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

BSL  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg.l70(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


P  O  BOX  3021  •  GLEN  ELLYN,  ILLINOIS  60138 


For  More  Detaih 
Call  708-690  0010 
Peler  Roskam 
Exentlive  Director 


.FFAIRS 
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SCIONS  B 


WELL,  ANYWAY,  YOU  CAN'T 
TAKE  IT  WITH  YOU 


The  Hunts'  liquidation  sale  is  on — and  nearly  everytliing  must  go 


Wearing  a  rumpled  blazer  and  a 
gloomy  expression,  Nelson 
Bunker  Hunt  shifts  uncom- 
fortably in  a  side  chair  at  Sotheby's  New 
York  headquarters.  The  once-mighty 
Texas  oilman  is  on  hand  to  discuss  the 
court-ordered  sale  of  his  and  brother 
William  Herbert  Hunt's  stunning  collec- 
tions of  ancient  coins  and  bronzes.  "I've 
always  just  been  a  buyer,  but  sometimes 
you  do  have  to  sell,"  Bunker  says  glum- 
ly. Herbert,  neatly  dressed  in  a  navy 
plaid  suit,  seems  to  take  the  sale  in 
stride.  The  Hunts'  antiqui- 
ties, some  dating  from  the 
8th  century  B.  C,  have 
passed  through  many 
hands,  Herbert  notes.  "So 
it's  just  the  progression  of 
things  moving  on." 

It  has  been  some  pro- 
gression for  the  Hunts. 
The  sons  of  legendary 
wildcatter  H.  L.  Hunt,  they 
once  controlled  a  fortune 
estimated  at  $10  billion. 
But  their  empire  began  to 
crumble  in  1980,  when 
Bunker  and  Herbert  took  a 
drubbing  in  the  silver  mar- 
ket. Their  ill-fated  invest- 
ment— some  charged  it 
was  a  conspiracy  to  manip- 
ulate the  silver  market — 
resulted  in  losses  of  $1.5 
billion  and  mountains  of 
lawsuits.  In  federal  bank- 
ruptcy court  last  Decem- 
ber, the  Hunts  agreed  to  a 
massive  liquidation  plan  to 
helj)  settle  more  than  $2 
billion  in  claims  from  thou- 
sands of  disgruntled  silver 
investors  and  other  credi- 
U.TS.  The  assets  to  be  liqui- 
da'cd  are  now  in  two  sepa- 
rat"  trusts. 

'S-r?;,!,.  .^iCNic  Among  the 
Ci-'Ki  U,  go  are  their  antiq- 
uitit-y,  valued  at  more  than 
$20  r.,:ilion.  They  hit  the 
Sotheby  s  auction  block 
starting  June  19.  Most  of 
the  money  will  go  to  the 
Interna!  Revenue  Service, 


which  gets  807f  of  the  net  proceeds  from 
Bunker's  trust  and  70%  from  Herbert's. 
But  the  Hunts  stand  to  be  paid  an  as- 
yet-undetermined  amount  for  helping 
Sotheby's  sell  the  collection. 

The  brothers  aren't  exactly  penni- 
less— it  just  feels  that  way.  The  settle- 
ment allowed  each  of  them  to  keep  a 
home,  cars,  personal  possessions  worth 
less  than  $50,000,  and  interests  in  a  few 
nonproducing  oil  and  gas  properties. 
They  estimate  their  net  worth  at  about 
$1.5  million  each,  mainly  because  of  their 


SELLING  THE  fAMHY  TREASURES 

Herbert  and  Bunker  Hunt  have  plaeed  more  than  $250  million  of  as 
sets  in  two  trusts  to  pay  their  many  creditors.  Among  them: 


ASSETS  SOLD: 


ASSETS  TO  BE  SOLD: 


►  A  2,000-acre  Kentucky  horse 
farm 

►  $5  million  of  stock  in  various 
companies,  including  Western 
Union,  BancTexas,  and  Summa 
Medical 

►  Oil-field  equipment  in  the 
Middle  East;  oil  and  gas  proper- 
ties in  Texas 

►  Warehouse  in  Piano,  Tex. 

DATA  BW  ESTIMATES 


►  1.6  million  acres  of  Australian 
ranchland 

►  Interests  in  worldwide  oil, 
gas,  and  mining  companies 

►  136-piece  collection  of  porce- 
lain birds,  vegetation,  and  live- 
stock figures 

►  72-lane  Bronco  Bowl  in  Dallas 

►  $20  million  worth  of  ancient 
coins  and  bronze  figures 


homes'  value.  "We're  both  kind  of  stat- 
ing over  again,"  says  Herbert. 

Herbert,  61,  and  Bunker,  64,  n,\ 
work  mainly  for  their  children  in  oil  ;!t 
gas  businesses.  "It's  not  life  as  norm;*- 
says  Herbert.  "I'm  a  salaried  pers, 
right  now."  His  six-bedroom,  Tudor-st 
home,  where  he  raised  his  five  childr 
is  on  the  market  for  $2.9  million, 
attorney,  Stephen  A.  McCartin,  si 
Herbert  needs  some  of  the  money 
living  expenses.  Bunker,  who  says 
legal  costs  last  year  topped  $12  milli 
sold  his  home  recently  for  an  estima 
$2  million  and  moved  to  a  smaller  hoi 
in  North  Dallas  with  his  wife,  Caroli 
Still,  the  Hunts  insist  things  have 
changed  that  much.  "My  life  is  bi 
around  my  family,  their  kids,"  says  H 
bert.  "We  still  picnic  on  holidays  and 
to  the  park."  Indeed,  the  Hunts  h 
never  been  known  for  ostentation.  Hi 
bert  drives  an  '85  Cadillac  Seville 
flies  coach,  like  his  brother.  Friends 
the  wiser-but-poorer  Hunts  haven't  b 
shunned  by  Dallas  high 
ciety,  either.  "They've  I 
that  mystique  that  s 
rounds  wealthy  people,  t 
so  have  others  here  in  D 
las,"   says  Thomas  W 
taker,  a  former  vice-pre 
dent    of    now-dissolv  > 
Hunt  Energy  Corp. 

SAVVIER  SIBLINGS?  Revi 
sals  are  nothing  new  to  t 
Hunt  clan.  Their  fame 
father,  a  bigamist  with 
children  by  three  wiv( 
made  and  lost  a  fortune 
cotton  before  moving  on 
the  oil  business.  He  us 
l)oker  winnings  to  buy 
leases  and  eventual 
moved  his  first  family  to 
Greek-revival  mansion 
Tyler,  Tex.  Bunker  ai 
Herbert,  two  of  the  sevi 
children  in  that  brood,  toi 
the  lead  in  expanding  tl 
family's  businesses.  Bu 
ker  never  made  it  past  Y 
first  year  of  college,  whi 
Herbert  got  a  geology  d 
gree  from  Washington 
Lee  University. 

Younger  brother  Lam: 
was  deeply  involved  in  tl 
family's  enterprises,  to 
but  he  is  better  known  fi 
his  sports  ventures,  inclu 
ing  ownership  of  the  Ka 
sas  City  Chiefs  footb£ 
team.  He  limited  his 
volvement  in  his  brother 
silver  deals  and  isn't  in  tl 
current  bankruptcy  reorg 
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QUAUTY  STARIS 
EN  THE  BUCK  STOPS 


Quality  doesn't  come  from 
some  department,  or  an  inspec- 
tor, or  a  memo  from  the  CEO. 

Or  from  an  ad,  for  that  matter. 

It  comes  from  20,000  people 
being  given  the  freedom  and  the 
responsibility  to  do  the  job  right. 

It's  happening  at  the  new 
Wang.  A  revolution  of  power  to 
the  people. 

Some  examples: 

Every  single  systems  order 
we  receive,  no  matter  how  big  or 
small,  is  assigned  to  a  group  of 
people  at  the  factory. 

They  "own"  that  order,  from 
beginning  to  end. 

They  guide  it  through  every 


step  of  the  order-build-ship-bill 
cycle.  They  personally  ensure 
that  a  quality  product  is  deliv- 
ered, complete  and  on-time.  First 
time,  every  time. 

On  a  larger  scale,  every 
new  product  we  develop  for  our 
customers  is  guided  by  a  single 
program  manager  leading  a  pro- 
gram team. 

Together,  they  "own"  that 
product. 

They  have  sole  responsibility 
to  determine  the  product  specs, 
project  costs  and  volume,  set 
product  introduction  dates, 
establish  training  and  customer 
service  strategies— and  most 


importantly,  only  that  team 
says  when  that  product  is  fully 
debugged  and  ready  to  roll  out 
the  door. 

And  that  team  never  turns 
its  back  on  that  product— or 
on  you.  Once  the  product  is  in 
your  office,  that  team  is  fully 
responsible  for  customer 
service  and  future  product 
enhancements  as  well. 

At  every  step,  the  cus- 
tomer knows  who  to  call  with 
questions  or  ideas. 

The  owner.  One  call,  one 
straight  answer. 

It's  where  the  buck  stops. 
And  the  quality  starts. 


LET'S  GETTO  WORK. 


WANG 


A  SIMPLE  APPROACH  TO  MARKET  TRACKING 


Spartan  Market 
Index  Fund 


SM 


Fidelity  introduces  a  no-load  stock  fund  designed  to  offer  you  a  simple  way  to 
track  the  performance  of  one  of  the  leading  market  indexes.. .the  S&P  Index.  Why? 
Because  over  the  past  10  vears  the  stocks  comprising  the  S&P  500  have  returned  a 
remarkable  408.35%'! 

With  the  Spartan  Market  Index  fund,  you  can  diversify  your  portfolio  across 
500  of  America's  leading  companies  tlirough  a  single  fund.  The  minimum  invest- 
ment is  $10,000  and  there's  no  sales  charge! 

Lower  Management  Expenses  Guaranteed 

Fidelity  guarantees  to  limit  hind  expenses  to  just  .28%  into  I99I.* 

'Spartan  giiaranle-c  lliroiigh  May  I.  I9')r  'S&P  SOO  rt'liirn  for  llu-  period  (.■nding  .V.^lAX)  and  includes  chani;e  In 
share  price,  and  reinveslmeni  of  dividends  and  capKal  gains  SitP  SdO  Index"  and  "S&P  SOO"  are  service  marks 
of  ihe  Slandard  &  Poor  s  Corp.  and  have  heen  licensed  bv  FIdelilv  DLstribuIors  Corp.  Past  performance  is  no 
gnaranlee  of  future  results,  sliare  price  and  retiu'n  will  vary  and  you  may  have  a  f^ain  or  loss  when  vou  .sell  your 
shares  Fidelit\  Distrihutors  Corporation  (deneral  Distribution  AHent) 


Call  Fidelity  Today!  For  more  complete  information,  including 
management  fees  and  transaction  expenses  including  the  fund's  0.5% 
redemption  fee  on  shares  held  less  than  six  months,  call  or  write  for  a 
free  prospectus.  Read  it  carefully  hefore  you  invest  or  send  money 

Call  24  hours  FiHelitv 
1-800-544-8888     \^  investments 

2r  CODE:  BW/SMI/062590 


"Ageless  Truths" 


$24.95 


liy  the  end  of  the  '9().s  mo.st  baby  boomers  will  be  SO  or  mcjre. 
And  the  50-plu,s  market  will  control  7S  percent  of  the  nation  s  wealth. 
I'hink  you  know  how  tcj  .sell  the.se  maturing  consumers?  Think  again. 
'!  hen  pick  up  13avid  Wolfe's  eye-opening  book,  Servi)ig  the  Ageless 
Market.  It  may  just  keep  your  bu.sine.s.s  from  early  retirement. 


Position  Yourself  for  Success  With  McGraw-Hill  Business  Books. 


At  bookstores,  or  call  toll-free  1-800-2-MCGRAW. 
For  customer  service,  call  1-609-426-7600. 


nization.  Sisters  Caroline  Rose  Hunt  k; 
Margaret  Hunt  Hill  control  their  ci, 
real  estate  and  oil  ventures  and 
among  the  world's  richest  people. 

At  one  point,  Herbert  and  Bunker  id 
paper  profits  of  $4  billion  on  their  hi>= 
investment  in  the  silver  market.  Bui  • 
ter  the  big  runup  in  price — causes 
part  by  their  heavy  buying — the  ma: 
plunged,  and  they  became  big  losi 
Sinking  oil  prices  later  forced  their 
ship,  Placid  Oil  Co.,  into  bankrupts 
1986.  Placid  emerged  from  Chapter  1 
1988.  Along  the  way,  the  brothers  h 
control  of  some  of  the  family's  crdii 
jewels,  including  one  of  the  world's  li 
est  fleets  of  offshore  oil  rigs. 
'WE'RE  SERIOUS.'  The  task  of  unload 
the  Hunts'  assets  now  falls  to  two  ir  ratfs 
l)endent  trustees  in  Dallas,  R.  Caipiiil 
Pate  and  Steven  S.  Turoff.  Some 
million  worth  of  goods  and  propertiei 
already  gone  or  pending  sale.  "What 
mains  is  a  complex  web  of  interests  t 
includes  oil  and  gas  properties, 
ranchlands  in  Australia  and  Texas, 
stakes  in  a  variety  of  companies, 
liquidation  could  bring  in  a  total  of  m 
than  $240  million,  settling  more  than 
billion  in  original  claims.  The  trust  stoyers 
have  six  years,  so  there's  no  need  foptallfr 
fire  sale.  "We  were  deluged  by  tire-k 
ers"  when  the  trusts  began  operatin^pj 
January,  Pate  says.  Now,  he  adds,  '  srwor( 
erybody  knows  we're  serious.  We're 
going  to  give  it  away." 

Associates  say  neither  Bunker 
Herbert  is  likely  to  sink  into  retiremeJfflOB 
Bunker,  in  particular,  might  get  invol 
in  running  a  business  again,  says  h 
h-win,  a  longtime  attorney  for  the  f; 
ily.  He  predicts  Bunker  will  invest 
money  and  time  in  natural  resources 
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A  U.  S.  Tax  Court  decision  in 
could  make  a  comeback  easier,  at  le 
for  Herbert.  The  ruling,  which 
firmed  the  validity  of  a  Hunt  partr 
ship,  means  Herbert,  Bunker,  and 
mar  don't  owe  $700  million  in  taxes 
interest  for  1982— the  bulk  of  the  g|l 
ernment's  $1  billion  claim  in  the  ba 
ruptcy  proceedings.  Herbert's  attorilifaii  A 
says  he  won't  try  to  reverse  the  Dec( 
ber  reorganization  plan,  but  he  argi 
that  the  iRS  shouldn't  be  allowed  to 
lect  an  additional  $75  million  from  Hfiii 
bert's  future  income  and  gifts,  as 
|)lan  provides.  Bunker's  situation  is  c( 
plicated  by  other  tax  cases.  The  IRS  s: 
it's  considering  an  appeal  of  the  rulii 

Whatever  the  outcome,  it's  unlik 
the  Hunts  will  climb  back  to  their  i  it 
mer  dizzying  heights.  But  Herbert, 
one,  is  mildly  optimistic.  Asked  how  l|ri  ji 
tory  will  judge  the  Hunts,  he  repl' 
"Don't  know — it's  not  over  yet." 

By  Wendy  Zellner  in  Dallas  and  Ju<Mi^^^.^ 
H.  Dobrzynski  in  New  York 
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Commentary/by  John  Hoerr 


BUSINESS  SHARES  THE  BLAME  FOR  WORKERS'  lOW  SKILLS 


merica,  once  the  home  of  the 
world's  most  skilled  labor  force, 
^^IL  now  may  be  throwing  it  all 
A'ay.  Schools  continue  to  turn  out 
wrly  educated  young  people.  Employ- 
's continue  to  reject  the  idea  of  spend- 
g  large  amounts  of  money  to  train 
orkers  and  upgrade  skills.  The  easi- 
;t — but  most  damaging — way  to  re- 
ain  competitive  is  to  downgrade  skills 
id  cut  wages.  Indeed,  the  U.  S.  is  on  a 
?-skilling  binge  for  the  sake  of  short- 
rm  productivity  growth  that  could 
•ove  disastrous  for  business  and  the 
:onomy  in  the  long  run. 
So  concludes  a  major  new  study  by  a 
•oup  called  the  Commission  on  the 
<ills  of  the  American  Workforce, 
ost  companies,  it  finds,  accept  the 
ea  that  they  must  live  with  a  low- 
ailed  work  force.  Less  than  10%  of 
nployers  surveyed  are  creating  jobs 
lat  call  for  workers  with  broad-based 
:ills  and  the  ability  to  adapt  to  fast- 
langing  technology  and  markets.  In 
her  words,  business  by  and  large  is 
)t  demanding — and  the  society  is  not 
ilivering — the  large-scale  improve- 
ents  in  education  and  training  that 
merican  industry  needs. 
The  commission's  study,  titled 
America's  Choice:  High  Skills  or  Low 
ages,"  will  be  issued  on  June  18.  Es- 
.blished  by  the  nonprofit  National 
enter  on  Education  &  the  Economy, 
16  32-member  commission  is  a  biparti- 
m  group  of  business,  academic,  and 
bor  representatives  chaired  by  Ira  C. 
agaziner,  a  business  strategy  consul- 
,nt  who  is  president  of  &JS  Inc.  The 
immission  co-chairmen  are  Ray  Mar- 
lall  and  William  E.  Brock,  who  served 
!  Labor  Secretaries  in  the  Carter  and 
eagan  Administrations,  respectively, 
le  report  is  funded  by  the  Carnegie 
3rp.  of  New  York,  New  York  State, 
3wers  Perrin,  and  the  German  Mar- 
lall  Fund. 

HE  WORST.'  The  commission  conduct- 
1  in-depth  studies  of  workplaces  and 
lucation-training  systems  in  the  U.  S., 
ermany,  Sweden,  Denmark,  Japan, 
eland,  and  Singapore.  It  concludes 
lat,  except  for  Ireland,  the  foreign 
tuntries  provide  far  better  schooling 
id  job  training  for  noncollege-bound 
)uth  than  the  U.  S.  As  a  result,  Amer- 
an  youth  rank  near  the  bottom  in 
imparisons  of  school  performance. 


The  other  nations  also  have  well-orga- 
nized national  systems  for  moving  high 
school  graduates  into  industry.  The 
transition  from  school  to  work  in  the 
U.  S.  is  described  as  "the  worst  of  any 
industrialized  country." 

The  study  focuses  on  some  82  milhon 
jobs  in  the  U.  S.  that  do  not  require  a 
four-year  college  education.  These  in- 
clude skilled  employees,  such  as  nurses 
and  construction  workers,  as  well  as 
line  workers  such  as  machine  opera- 
tors, assemblers,  retail  clerks,  and 
health  service  employees.  According  to 
projections,  most  recruits  for  these 
jobs  will  be  deficient  in  such  basic 


THE  low  PRIORITY 
COMPANIES  GIVE  SKIUS 

PRODUCTIVITY  Less  than  10%  plan  to 
spur  output  by  reorganizing  work  in  a 
way  that  calls  for  employees  with  broad- 
based  skills  and  adaptability 

SKILLS  SHORTAGES  Only  15%>  worry 
about  shortages  of  skilled  workers  such 
as  nurses  and  construction  workers 

SPECIAL  TRAINING  Less  than  30%  are 
planning  to  have  special  programs  for 
women,  immigrants,  and  minority  youth 
who  will  make  up  85%  of  new  workers 

ATTITUDES  Over  80%  are  more  con- 
cerned about  workers'  attitudes  and 
personalities  than  about  basic  skills 

DATA  SURVEY  OF  400  i  COMPANIES,  COMMISSION 
ON  THE  SKILLS  OF  THE  AMERICAN  WORKFORCE 


skills  as  reading  and  writing.  Even  so, 
the  skills  commission  found,  relatively 
few  employers  plan  to  sharpen  their 
employees'  skills  through  remedial 
training.  Although  all  the  U.  S.  compa- 
nies surveyed  complained  about  a  lack 
of  skills,  most  were  concerned  more 
about  workers'  attitudes  and  personal- 
ities than  educational  skills  (table). 

In  contrast,  America's  competitors 
tend  to  upgrade  line  workers'  jobs  and 
fill  them  with  well-educated  young  peo- 
ple. Most  important,  a  high  percentage 
of  foreign  companies  is  achieving  large 
productivity  gains  by  reorganizing 
work  to  eliminate  tiers  of  managers 
and  give  workers  more  of  a  say.  The 
resulting  "high-performance"  work- 
place calls  for  multiskilled  line  workers 


who  have  good  reading,  math,  science, 
and  problem-solving  skills.  These  work- 
ers can  readily  absorb  new  skills  as 
technology  and  production  require- 
ments change.  With  workers  who 
adapt  quickly  to  new  conditions,  manu- 
facturers can  introduce  new  products 
on  short  cycle  times  and  frequently 
switch  production  runs. 
HIGH  ROAD.  In  the  U.  S.,  however,  the 
commission  discovered  that  fewer  than 
10%  of  the  400-plus  companies  inter- 
viewed are  reorganizing  work  in  this 
fashion.  Instead  of  investing  in  work- 
ers, most  companies  are  pursuing  oth- 
er strategies  to  remain  competitive: 
cutting  wages,  exporting  production 
jobs  to  low-wage  countries,  or  de-skil- 
ling  jobs  through  automation.  All  of 
these  methods  are  based  on  what  Ma- 
gaziner  calls  a  "high-turnover,  low- 
wage  model."  Many  employers,  he 
says,  assume  that  the  U.  S.  will  have  a 
large  pool  of  uneducated,  unskilled 
people.  That  being  the  case,  the  compa- 
nies are  using  automation  to  create 
very  simple  work  tasks — jobs  de- 
scribed by  some  critics  as  "idiot- 
proof" — with  low  wages  and  no  em- 
ployment security. 

Companies  that  take  this  path  may 
be  successful,  but  only  in  the  short 
term,  the  commission  says.  The  nation 
faces  a  choice.  "We  can  choose  forms 
of  work  organization  which  achieve 
cost  competitiveness  in  the  short  run 
based  upon  low  skills,  low  wages,  and 
ultimately  a  society  with  a  low  living 
standard,"  Magaziner  says.  "Or  we  can 
choose  forms  of  work  organization 
which  require  more  investment  but 
which  result  in  cost  competitiveness 
based  upon  higher  skills,  higher 
wages,  and  a  higher  living  standard." 

The  commission  wants  the  U.  S.  to 
take  the  high-wage  path.  It  recom- 
mends fundamental  changes  in  the 
way  the  U.  S.  educates  and  trains  the 
70%  of  young  people  who  will  not  grad- 
uate from  four-year  colleges.  It  urges 
the  government  to  encourage  compa- 
nies to  adopt  high-performance  work 
systems.  Employers  would  be  required 
to  invest  1%  of  payroll  in  either  their 
own  training  programs  or  a  national 
fund  to  upgrade  worker  skills.  These 
are  controversial  proposals,  but  the 
U.  S.  needs  strong  action  to  upgrade 
its  work  force  to  world-class  standards. 
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Making  Money  In  A  Rough  Year 
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Boy,  the  "DOs  are  tough  times.  Drexel 
Burnham  Lambert  Inc.,  the  house  that 
junk  built,  lasted  only  a  few  weeks  into 
the  decade.  Financier  Michael  R.  Mil- 
ken has  a  date  with  a  federal  judge  to 
be  sentenced  on  securities-law  viola- 
tions. Japan  is  still  the  Land  of  the  Rising  Sun,  but  no 
longer  the  land  of  the  ever-rising  stock  market.  And 
Donald  Trump's  bankers  are  going  to  allow  the  cash- 
strapped  mogul  to  suspend  interest  payments.  Sort  of 
like  a  Third  World  debtor,  isn't  he"? 

For  much  of  the  '80s,  investing  was  a  no-brainer.  All 
stocks  went  up — like  moths  to  a  light  bulb  on  a  summer 
night.  And  the  junkier  the  bonds,  the  more  investors 
wanted  them.  The  stock  market  averages  are  moving 
up,  but  investors  are  choosier,  and  gains  are  spread 
over  a  narrower  list  of  stocks.  New  junk-bond  issues  are 
almost  extinct,  and  holders  of  '80s  junk  can't  unload. 

BI'SIXESS  week's  Midyear  Investment  Outlook  helps 
you  wend  your  way  through  the  first  year  of  the  de- 


i-ie.Ti 


cade.  The  stock  market,  which  chilled  many  investors  ij  i  :.^: 
January  with  a  9.57^  plunge,  has  been  building  a  head  o: 
steam  ever  since.  Should  you  take  profits — or  increas( 
your  holdings'?  If  you  want  to  buy,  be  sure  to  choos( 
some  U.  S.  stocks  with  a  foreign  accent  (page  74).  Whih 
small  stocks  in  general  haven't  fared  well,  some  groups 
such  as  high  tech,  have  racked  up  strong  returns  (pag(  rc  at! 
76).  This  year's  best-performing  mutual  funds  hit  th 
top  largely  on  high-tech  gains  (page  82).  m-it 
DEFICIT  BALLOON.  Maybe  you're  looking  for  cues  fron  iefi 
Washington.  As  an  investor,  you  probably  would  like  t< 
see  Congress  slash  the  capital-gains  tax,  which  is  als< 
one  of  the  Bush  Administration's  war  chants.  That' 
unlikely  to  happen  unless  Congress  and  the  Administra 
tion  cut  a  deal  on  the  budget  deficit,  which  is  balloonini 
again  after  several  years  of  slimming  down. 

But  if  Congress  agrees  to  cut  taxes  on  investments 
watch  your  other  pocket.  Legislators  may  take  mone; 
back  by  boosting  the  marginal  tax  on  the  highest  in  i^r  r, 


comes  to  339',  up  from  28"^.  The  upcoming  election;  a, 
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ake  budget  and  tax  wrangling  es- 
icially  touchy.  It's  possible  that  a 
al  budget  and  tax  bill  won't  even 
nerge  until  a  lame-duck  session. 
Compared  with  the  deadlock 
'er  fiscal  matters,  monetary  poli- 
•  is  running  smoothly  at  the  Fed. 
embers  of  the  Federal  Open  Mar- 
ft  Committee,  which  supervises 
e  nation's  money  supply,  are  in 
jreement  on  Chairman  Alan 
reenspan's  long-term  goal  of 
irice  stability,"  or  perhaps  even 
TO  inflation  (page  48).  That 
ould  be  good  news  for  fixed-in- 
me  investors,  whose  principal  en- 
ny  is  inflation. 

)  PANIC.  The  Fed,  now  more  long- 
rm  oriented,  probably  won't  loos- 

i  the  money  supply  soon.  It  was 

:  iplauded  for  not  pushing  up 
ort-term  rates  in  the  first  quar- 
r,  when  inflation  flared  to  an 
Y/o  annual  rate.  That  rate,  the 
lard  determined,  was  an  aberra- 
tn  and  would  come  down — and  it 
,s — although  only  to  4.5%. 
The  flip  side  is  that  Greenspan 
)n't  react  quickly  to  signs  of  a  slowing  economy: 
iggish  job  growth,  plummeting  construction,  and  a 
oling  service  sector.  True,  manufacturing  is  starting 
recover — particularly  for  exports — but  labor  costs  are 
ill  growing.  So  inflation  may  be  down,  but  it's  not  out. 
Still,  in  the  bond  market,  the  betting  is  that  if  the  Fed 
>esn't  push  rates  down,  market  forces  will  (page  86). 
5S,  you  heard  that  one  six  months  ago,  and  those  who 
'Ught  bonds  then  may  be  unhappy  now — but  not  as 
ihappy  as  they  were  six  weeks  ago,  when  interest 
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rates  were  about  half  a  percentage 
point  higher.  They  could  even  fall 
enough  to  tempt  bottom-fishers 
into  picking  through  the  junk-bond 
heap  to  catch  some  fat  double-digit 
yields  that  will  make  it  all  the  way 
to  maturity.  Our  story  gives  you  a 
guide  to  separating  the  good  junk 
from  the  bad  (page  91). 
TIGHT  MONEY.  Although  the  Fed 
isn't  tightening  credit  these  days, 
many  lenders  are.  After  years  of 
easy  money  and  easy  terms,  credit 
quality  has  become  a  critical  con- 
cern, even  in  short-term  lending. 
That's  why  we  take  a  look  at  mon- 
ey-market funds  and  what  kind  of 
credit  policies  they  have  in  place  to 
protect  against  defaults  that  can 
eat  into  your  capital  (page  92). 

In  this  outlook,  BUSINESS  WEEK'S 
editors  also  look  for  opportunities 
overseas  (page  78).  While  some  of 
the  euphoria  over  the  collapse  of 
communism  has  died  down,  invest- 
ment opportunities  in  Europe  still 
look  great.  In  Japan,  stocks  have 
recouped  about  40%  of  the  year's 
devastating  losses,  but  a  resumption  of  what  was  for 
years  the  world's  greatest  bull  market  is  not  yet  in 
view.  And  as  the  East  bloc  turns  to  the  West,  even 
commodities  markets  are  being  buffeted  (page  94). 

All  told,  even  if  the  1990  investment  landscape  looks 
unfamiliar,  this  outlook  and  your  good  sense  should 
help  you  through  it.  On  a  percentage-return  basis,  we're 
sure  you  can  beat  Donald  Trump. 

By  Jeffrey  M.  Laderman  in  New  York;  with  Howard  Gleckman 
and  Mike  McNamee  in  Washington 
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WILL  THE  RALLY  PULL  A  FAST  FADE? 
NOT  THIS  TIME 
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The  strength  in  overseas  sales  and  high  tech  should  keep  the  Dow  cruising  in  high  gear 


Remember  the  adage 
"Fool  me  once,  shame 
on  you;  fool  me  twice, 
shame  on  me"?  That 
explains  why,  even 
with  the  Dow  Jones  in- 
dustrial average  above 
2900.  slock  market  investors  are  far 
more  jaded  than  jubilant.  In  the  sum- 
mers of  1987  and  '89,  the  market  took 
big  strides  and  scored  new  highs — only 
to  get  clobbered  in  the  fall.  So  those 
already  in  stocks  are  wondering  if  it's 
time  to  get  out,  and 
many  on  the  sidelines 
are  afraid  to  come  in,  for 
fear  they'll  be  fooled  yet 
again. 

But  the  timid  might  be 
the  ones  who  get  fooled 
this  time  around.  The 
Dow  is  on  a  roll.  After 
setting  a  new  record  of 
2935  on  June  4,  the  mar- 
ket made  a  quick  retreat 
to  2862,  only  to  come 
bounding  up  again.  Prof- 
it-taking is  normal  and 
to  be  expected  after  the 
breathless  runup  of 
nearly  300  points,  or 
ITa,  in  six  weeks.  The 
Dow  has  climbed  more 
than  15'>  from  its  mid- 
winter bottom. 
FOREIGN  AID.  "This  mar- 
ket is  for  real,"  says  Ste- 
phen Poling,  chief  invest- 
ment officer  of  amev 
Advisers  Inc.,  a  top-per- 
forming mutual  fund 
group.  "Back  in  Janu- 
ary', I  would  not  have  be- 
lieved the  market  could 
snap  back  this  way."  Byron  R.  Wien, 
U.  S.  equity  strategist  for  Morgan  Stan- 
ley &  Co.,  forecasts  the  Dow  will  hit 
3100  before  yearend. 

The  zip  w.  the  popular  stock  averages 
's  coming  from  companies  that  show  a 
steady  rise  in  profits  quarter  after  quar- 
ter, a  trend  th:it  started  last  year.  And 
'.vhat  really  separates  the  leaders  from 
the  rest  of  the  pack  this  year  is  their 
boomi!-,g  business  abroad.  That's  not 
surprising,  since  Europe  and  even  Japan 


are  still  outpacing  the  U.  S.  in  economic 
growth.  IBM  picks  up  58.6?^  of  its  sales 
abroad,  and  foreign  business  is  fueling 
its  comeback.  At  121%,  IBM  is  up  29S^f  so 
far  this  year,  the  second-best-performing 
stock  in  the  Dow,  just  about  gaining 
back  all  it  lost  during  1989.  The  Dow's 
leading  stock.  Boeing  Co.,  up  nearly 
oY/c,  is  riding  the  crest  of  an  export 
boom.  About  54ff  of  its  revenues  are 
foreign-based. 

Even  McDonald's  Corp.,  the  quintes- 
sential American  ser\ice  company,  takes 
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Procter  &  Gamble,  are  still  stars — aip^'^ 
they  look  overseas  for  revenues. 

The  resurgence  of  technologj'  stocl 
is  also  striking.  Since  the  beginning 
the  vear,  the  Hambrecht  &  Quist  Hig|^ 
Tech  Index  is  up  13.2'-^  vs.  only  3.3%  f 
the  Standard  &  Poor's  500-stock  inde' 
Investors  have  spent  nearly  three  tim  pon^^^ 
as  much  on  technology-  stocks  than  ent  *Hiiirj 
gy  stocks,  the  second-most-favored  stof 
group  (chart). 
CASH  GALORE.  But  there's  more  to  tliiji'ist 
market  than  overseas  sales  and  a  higfe'ip 
tech  comeback.  The«  ^ 
cash,  and  plent}'  of  epKi 
Mutual   funds,  whiipsK 


have  record  cash 
serves,  have  far  ai* 
away  been  the  maj 
buyers  of  stocks  th 
year  (chart),  along  wii 
individuals,  small  institvsps 


im 


tional  investors,  and  f( 
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eigners.  And  the  bettii  tsfc 
is  that  with  jields  fl>  fc 
short-term  cash 
ments  such  as 
market  funds  and  certJBWi® 
cates  of  deposit  fallii]!'j:i 
investors  will  turn  KVif.n; 
stocks  and  equity  mut  fecti 


al  funds.  In  fact,  t 


in  better  than  a  third  of  its  revenues 
from  outside  the  U.  S. — and  its  foreign 
sales  have  been  growing  at  a  247^  aver- 
age annual  rate.  Overseas  revenues  will 
become  increasingly  important  for  many 
U.  S.  companies,  says  Edward  M. 
Kerschner,  chairman  of  the  investment 
policy  committee  at  PaineWebber  Inc. 
"Many  American-domiciled  companies 
have  more  coming  from  outside  the  U.  S. 
than  from  within,"  he  adds.  Last  year's 
winners,  such  as  Coca-Cola,  Disnev,  and 


slump  in  real  estate,  taiorO:^ 
quagmire  in  junk  bon(5.:oj)ti]i; 
and  the  boredom  in  pi  ti  to  bar 
cious  metals  all  work 
the  stock  market's  beifca'sfe 
fit:  It's  the  only  gai 
in  town. 

The   mutual  func 
buying  can  be  a  powi 
ful  prescription  for  hi^ 
er  stock  prices.  Cash 
a  percentage  of  fund 
sets  amounted  to  12.5'^f  on  Apr. 
"That's  more  like  what  you  see  at  a  be  - 
market  bottom  than  a  bull  market  toj 
says  Stephen  Todd,  stock  market  anah 
for  Research  Department  Inc.,  an  ad 
sory  service.  And  Laszlo  Birinjn,  of  t 
stock  research  firm  that  bears  his  nan 
says  the  ratio  of  cash  to  assets,  while 
looks  the  same  as  it  was  in  mid-1982, 
far  higher  in  actual  dollars.  Back  thi 
he  says,  a  12.5%  cash  ratio  equaled  fc  * 
davs'  worth  of  New  York  Stock 
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ange  trading.  Owing 
tiie  explosive  growth 
fund  assets  over  the 
t  eight  years,  that 
ih  level  now  amounts 
11  days'  worth  of 
.ding. 

VIoreover,  despite  the 
iverful  move  of  the 
.rket  in  May,  that 
;h  stash  is  still  huge, 
at's  because  inves- 
s  have  been  pouring 
iney  into  mutual 
ids  at  a  rate  not  seen 
ce  the  heady  days  of 
•ly  1987.  Most  of  the 
iney  comes  from 
•se  who  prefer  fund 
esting  to  stock  pick- 
•.  But  an  increasingly 
jortant  source  is  401(k)  and  other  de- 
ed-contribution pension  plans,  money 
.t  just  keeps  coining  in. 
'he  widespread  skepticism  about  the 
rket's  ability  to  break  3000  is  also  a 
lish  sign,  since  markets  often  move 
linst  the  crowd's  expectations.  Take 
eign  investors:  Although  they  have 
ight  about  $2.1  billion  in  U.  S.  equities 
far  this  year,  that  pace  is  one-third 
3  than  last  year's.  Masao  Furukawa, 
id  of  international  equity  investment 

Dai-ichi  Mutual  Life  Insurance  Co., 
.  increased  his  holdings  but  still  un- 
weights  U.  S.  stocks  in  his  portfolio. 
Tfi  taking  profits  and  still  looking  for 
>d  trading  opportunities,"  he  says, 
is  Gilbert  de  Botton,  chairman  of 
i'bal  Asset  Management:  "The  grass 
.greener  in  Europe  than  in  the  U.  S." 
EsRPRiCED?  Or  look  at  the  stock-index 
ions  market.  That's  where  you  would 
lect  to  find  bullishness  after  so  sharp 
limb  in  the  stock  averages.  Instead, 

s  Michael  Schwartz,  an  options  strat- 
3t  for  Oppenheimer  &  Co.,  premiums 
sail  options,  which  give  the  holder  the 
it  to  buy  at  a  specific  price,  have  in 
t  been  shrinking  for  weeks. 

''hat's  keeping  investors  cautious  are 
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the  traditional  valuation  yardsticks.  Indi- 
cators such  as  price-earnings  ratio,  divi- 
dend yield,  and  price-to-book  ratio  are  all 
on  the  high  side.  Many  Wall  Street 
"quants" — analysts  who  use  earnings, 
interest  rates,  and  other  quantitative 
factors  to  forecast — say  the  market  is 
fully  valued  if  not  downright  overpriced. 

Of  course,  valuation  can  change  if  in- 
terest rates  fall  or  earnings  rise.  In  fact, 
the  drop  in  long-term  interest  rates  from 
9%  in  late  April  to  the  recent  SA7<  fueled 
the  market's  latest  spurt.  Yet  rates  are 
still  half  a  percentage  point  higher  than 
at  yearend,  when  the  Dow  was  180 
points  lower.  For  interest  rates  to  fall 
further,  the  underlying  inflation  rate, 
about  4.57f  ,  must  start  coming  down. 

Can  earnings  go  up?  The  more  slug- 
gish the  economy,  the  harder  that's  go- 
ing to  be.  Right  now,  earnings  forecasts 
are  moving  up,  but  even  so,  this  year's 
gains  will  probably  amount  to  less  than 
10%.  That's  hardly  the  kind  of  big  bang 
in  profits  that  helped  to  move  the  mar- 
ket in  the  late  '80s. 

Investors  are  also  having  a  hard  time 
accepting  the  notion  that  the  stock  mar- 
ket can  rise  without  deal  mania.  "Corpo- 
rate reorganization" — a  catchall  for 


takeovers,  leveraged 
buyouts,  recapitaliza- 
tions, and  the  share-re- 
purchase boom — is  de- 
clining. After  pumping 
nearly  $300  billion  into 
the  market  in  1988  and 
$250  billion  in  1989,  the 
funds  from  corporate 
reorganizations  may 
not  even  break  $100  bil- 
lion this  year. 

All  things  considered, 
the  investors  who  will 
fare  best  are  those  who 
buy  growth  stocks,  es- 
pecially during  market 
sell-offs.  Among  some 
of  the  top  names  men- 
tioned by  money  man- 
agers are  Bristol-Myers 
Squibb,  Gillette,  Johnson  &  Johnson,  Mi- 
crosoft, Motorola,  and  Nordstrom. 
CLEANING  UP.  Other  opportunities  lie  in 
cyclical  sectors  that  are  early  in  their 
growth  phases.  Engineering  and  con- 
struction firms  such  as  Morrison-Knud- 
sen  and  Jacobs  Engineering  should  ben- 
efit from  California  voters'  recent 
approval  of  a  doubling  of  the  gasoline 
tax,  says  Arnold  Schmeidler  of  A.  R. 
Schmeidler  &  Co.  Along  the  same  lines, 
the  recent  passage  of  new  federal  clean 
air  legislation  should  bolster  consump- 
tion of  natural  gas.  That's  good  for  Bur- 
lington Resources,  a  gas  producer; 
Dresser  Industries,  whose  equipment 
services  producers;  and  Oregon  Steel 
Mills,  which  manufactures  the  pipelines. 

True,  the  stock  market  can  always  be 
perilous.  As  the  averages  pick  up  steam, 
they  also  pick  up  volatility.  And  with 
valuation  measures  stretched  thin,  a  bad 
piece  of  economic  news  or  a  spew  of 
disappointing  earnings  reports  can  send 
prices  tumbling.  But  by  yearend,  inves- 
tors may  discover  that  the  rewards  for 
being  in  the  stock  market  far  out- 
weighed the  rewards  of  staying  out. 

By  Jeffrey  M.  Laderman  in  New  York, 
with  bureau  reports 
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GREAT  EXPECTATIONS 
FOR  SMALL  STOCKS 


The  Street  thinks  these  underachievers  are  about  to  take  wing 


For  investors  in  tiie 
stock  market's  Silent 
Majority — secondary 
stocks — 1990  has  run 
the  gamut  from  terri- 
ble to  lousy.  Small 
stocks  were  downright 
miserable  in  January,  when  equities 
slumped  across  the  board, 
and  they  have  slogged 
along  lackadaisically  ever 
since.  The  Dow  Jones  in- 
dustrials have  regained 
all  the  ground  they  lost 
during  the  winter,  and 
then  some.  With  the  cru- 
cial exception  of  high- 
technology  issues,  second- 
ary stocks — the  hundreds 
of  small  companies  that 
make  up  the  majority  of 
traded  stocks —  have  only 
barely  broken  even 
(chart). 

But  if  you're  getting 
into  the  market  now, 
there's  reason  for  hope. 
Spurred  by  the  rise  of 
earnings-driven  growth 
stocks,  sentiment  is  rising 
on  Wall  Street  that  the 
secondary  stocks  are 
about  to  join  their  larger 
brethren  on  an  upward 
spiral.  Observes  Charles 
I.  Clough  Jr.,  chief  invest- 
ment strategist  at  Merrill 
Lynch  &  Co.:  "I  think 
we're  in  a  situation  similar  to  what  we 
had  in  1973,  when  we  saw  an  end  to  the 
'Nifty  Fifty'  "—the  coterie  of  blue  chips 
that  dominated  the  market  action  in 
those  days,  much  as  large  stocks  have 
recent  years. 

TICKS.  One  crucial  sector  of  the 
^w-'iniary-stock  world  has  already  be- 
gun to  share  the  wealth.  Small  high-tech 
stock;,  notably  computer-system  and 
seniiC':'nd.,!-tor  manufacturers,  have  ris- 
en dram&Dcaliy  in  recent  weeks  on  the 
strength  of  belter-than-expected  earn- 
ings. Inde(  d,  Ihat  appears  to  be  the  be- 
ginning of  a  trend.  Analysts  point  out 
that  the  mar!  ■  ■  i;?  rev/arding  "growth 
stocks"  that  pi  .nise  to  show  significant 
earnings  increases    "Technology  is  a 


bellwether,"  asserts  Claudia  E.  Mott,  a 
senior  quantitative  analyst  with  Pruden- 
tial-Bache  Securities  Inc. 

By  contrast,  the  other  traditional  in- 
vestment theme  in  secondaries — under- 
valued stocks — hasn't  been  too  reward- 
ing in  recent  months.  Investors  buy  such 
stocks  on  the  theory  that  the  market, 


eventually,  will  recognize  their  value. 
And  that's  still  a  sound  philosophy  for 
investors  with  lengthy  time  horizons. 
But  in  recent  months,  Mott  points  out, 
the  market  has  paid  scant  attention  to 
such  value-oriented  cri- 
teria as  price-earnings 
ratio,  book  value,  yield, 
and  dividend  discount 
models  (in  which  a  stock 
is  valued  on  the  basis  of 
its  future  dividends).  Fi- 
nancial services  and  util- 
ities stocks  dominate 
the  ranks  of  companies 
that  meet  these  criteria, 
and  they  have  per- 
formed poorly. 


To  latch  on  to  the  growth-stock  trend 
it's  wise  to  stick  with  companies  tha 
'have  lofty  projected  growth  in  earning, 
and  return  on  equity.  Among  the  stock; 
that  meet  those  criteria,  Mott  notes,  arl 
such  companies  as  the  Sbarro,  Sizzlerl 
and  Chili's  food-service  chains,  as  well  a| 
a  selection  of  miscellaneous  companiel 
mainly  from  the  realm  of  consumer  serf 
vices  and  high  technology.  They  inc!ud| 
Catalina  Lighting,  Everex  Systems,  an| 
System  Software.  All  are  expected  t| 
enjoy  earnings  growth  in  excess  of  15/| 
a  year. 

ROYAL  FLUSH.  One  time-honored  way  o  bt's  k 
seeking  out  rapidly  growing  sma'  licatee 
stocks  is  to  look  for  companies  that  don  Tectol 
inate  clearly  delineated  niches.  Binkle  istries  i 
Shorts,  manager  of  the  Over-the  Kulativ 
Counter  Securities  mutu£  Kksof 
fund,  recommends  that  ir  isb 
vestors  stay  away  fror  fniEe;y 
companies  where  econc  im  i 
my  of  scale  is  crucial-  mt !« 
such  as  consumer-pro(  ly.  Its 
ucts  and  energy  comps  iesofc: 
nies.  Instead,  he  favor  d.-bien 
service  companies,  sp(  softeni 
cialty  retailers,  and  eve  itk-offo 
certain  sharply  define  fprina 
niches  in  the  insurance  ii  m^m 
dustry.  Shorts  is  also  Ion  m.  kn 
on  carefully  selecte  (ted  to 
health  care  companies  fveoiie! 
such  as  health  maint(  Ioiili 
nance  organizations  an  ilioniii! 
outpatient  clinics — "ou  lnotkr 
patient  anything,"  as  h  xepIh 
puts  it.  "The  cost  of  inpi  ^andse 
tient  care  has  gone  out  (  el'.J  p 
control,"  says  Shorts.  bartet 
Among  his  picks  are  Ii  r  clients 
situform  Cos.  of  Nort  )ip.ai,(j| 
America,  which  repair  f^jpiu 
sewer  lines  without  tea  s^sudu 
ing  up  the  ground.  It  spn-acoj 
now  priced  at  about  $5.5i  lijugji, 
but  its  earnings  are  e:  Ses  fiju 
pected  to  grow  at  20%  ^ayi 
year,  and  Shorts  sees  its  share  price  dot 
bling  in  the  next  year.  The  food  servic 
outfits  that  tickle  his  fancy  include  A) 
pleby's,  a  chain  of  bar-and-grills,  whi 
liis  insurance  favorites  include  the  Na\ 

gators  Group,  whic  ijijj'ji 
domiiiates  the  small  h\  jjjjjjjj 
profitable  marine  insu  t;-  ^, 
ance  industry. 

Sewers,  restaurant  |i  y,\. 
and  boat  insurance  ms  ' 
not  seem  excitmg.  ci 
there's  nothing  hut  tjjj 
drum  about  a  stock  th;  frS, 
promises       explosi\  jw. 


growth — if  it  delivers. 


By  Gary  Wews  in  Ne 


York 


?ot 
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MIDYEAR  INVESTMENT  OUTL( 


Speculative  Stocks 

lOOKING  FOR  ADVENTURE?  YOU  NEEDN'T  lOOK  FAR 


The  Dow's  push  into  the  rarefied 
2900  territory  has  inspired  the 
more  daring  market  players  to 
I  itep  up  the  hunt  for  the  tantahz- 
I  ng  high-return — if  high-risk — specula- 
I  ;ive  stocks.  The  New  Speculation  Index 
)f  the  Indicator  Digest,  an  investment 
lewsletter,  shows  a  nifty  rise  in  specu- 
ative  spirits.  The  index  rose  to  21.5%, 
!  rem  20%  in  May  and  17%  in  January. 
'  That's  way  below  the  30%  that  would 
ndicate  excessive  speculative  activity. 

Technology,  energy,  and  service  in- 
lustries  look  like  favored  waters  for 
:  ;peculative  fishing  this  year.  Most  are 
;tocks  of  prosaic  companies  whose  for- 
unes  have  yet  to  be  made  from  their 
eemingly  ordinary  operations, 
i  iELPlNG  HAND.  Information  Manage- 
nent  Technologies  is  an  intriguing 
(lay.  Its  customer  list  includes  the 
ikes  of  GM,  Coca-Cola,  at&t,  Citicorp, 
,nd  American  Express.  Tiny  Imtech,  as 
c's  often  called,  provides  badly  needed 
lack-office  help  to  these  giants,  includ- 
ig  printing,  word  processing,  records 
fianagement,  and  mail-room  opera- 
ions.  Imtech  is  in  the  red,  but  it's  ex- 
ected  to  turn  profitable  next  year. 
:  levenues  are  expected  to  jump  to  $25 
IM  lillion  in  1991  from  an  estimated  $16 
I;  j  lillion  in  the  year  that  ended  Mar.  31. 
Another  mundane  but  attractive  bet 
i  NRP  Inc.,  which  started  out  publish- 
ig  and  selling  zip-code  directories  for 
he  U.  S.  Postal  Service.  Now,  it's  into 
elemarketing  services,  with  some  ma- 
il Dr  clients,  including  Hyatt  Hotels 
r,  !orp.  and  the  Chicago  Transit  Author- 
!!  y.  NRP  handles  incoming  phone  inqui- 

i  ies,  such  as  requests  for  room  or  train 
I  3servations.  Kazi  Hasan,  president  of 
I  [asan  Growney  Co.,  a  New  York  secu- 

f' !  ities  firm,  expects  NRP  to  start  earn- 
ig  about  15$  a  share  next  year,  vs.  an 
;::  i  xpected  loss  in  1990. 

Another  pick  is  Aztar  Corp.,  former- 

ii  Ramada  Inc.  After  Ramada  sold  its 
i  otel  and  restaurants  in  1989,  share- 
'i'  olders  got  one  Aztar  share  for  each 

.amada  share,  plus  $1.01.  Aztar  now 
::  ms  Ramada's  casino-hotels  in  Atlantic 
I  ity,  Las  Vegas,  and  Laughlin,  Nev. 

;'s  expected  to  earn  25$  a  share  in 

)90,  vs.  a  1989  loss  of  $1.18. 
"There  are  a  lot  of  stocks  around 
S:  lat  offer  seductive  returns  and  aren't 
::.  3t  discovered,"  says  investment  man- 
:  ?er  Scott  M.  Black,  president  of  Del- 
i  'tii  Management  Inc.  in  Boston.  His 
p  avorites:  Berry  Petroleum  Co.  and 

ech-Sym  Corp.  Berry,  a  California  oil 


EAR  INVESTMENT  OUTLOOK 


and  gas  producer  trading  on  the  Big 
Board  at  14,  is  worth  22  to  25,  esti- 
mates Black.  Its  oil  fields  are  in  one  of 
the  nation's  longest-producing  areas, 
he  notes,  and  its  proven  reserves  total 
65.6  million  barrels  of  oil  and  19.6  bil- 
lion cubic  feet  of  natural  gas.  Berry 
generates  huge  excess  cash  flow  and 
has  very  little  debt,  adds  Black,  who 
figures  the  company  will  earn  90$  a 
share  this  year,  vs.  last  year's  67$. 


STOCKS  FOR 
THE  DARING 


Company  1989-90 
Business  high 

price 

AZTAR 

Gambling  casinos 

15  ' 

8 

6  '/2 

BERRY  PETROLEUM 

Oil  and  gas  producer 

165 

8 

14  3/3 

BONNEVILLE  PACIFIC 

Cogeneration  energy 

12  3 

8 

6^/4 

CABOT  MEDICAL 

Gynecological  devices 

75 

8 

8^/4 

DEPRENYL  RESEARCH 

Alzheimer  drug  studies 

18' 

4 

17  5/8 

HARRIS  &  HARRIS 
GROUP 

Insurance  broker 

8 

3 

HOLOGIC 

Bone  X-ray  densitometer 

26 

21  5/4 

INFORMATION  MANAGE- 
MENT TECHNOLOGIES 

Back-office  services 

29 

16 

2 

IVAX 

Medical  diagnostics 

133 

4 

11  '/8 

NRP 

Zip-code  services 

1 ' 

8 

^/4 

SUNRISE  MEDICAL 

Home  health  care 

14' 

2 

13  5/8 

SURGICAL  LASER 
TECHNOLOGIES 

Contact  laser 

18 

16  '/4 

TECH-SYM 

Electronic  components 

14' 

4 

9% 

DATA;  SURVEY  OF  MONEY  MANAGERS,  BW 


Tech-Sym,  now  out  of  favor  as  a  ma- 
jor supplier  of  advanced  electronic  sys- 
tems and  components  to  defense-relat- 
ed markets,  trades  on  the  Big  Board  at 
8%.  That's  really  cheap,  says  Black, 
given  the  company's  $13-a-share  book 
value.  "At  the  stock's  current  price, 
you  are  really  getting  the  company's 
plant  and  equipment  for  free,"  says 
Black.  That's  partly  why  he  expects 
the  stock  to  double  over  the  next  12 
months.  Tech-Sym  earned  98$  a  share 


in  1989  and  should  earn  $1.10  this  year. 

Most  of  the  favorite  stocks  of  Samu- 
el E.  Navarro,  vice-president  at  Need- 
ham  &  Co.,  have  gained  in  price  during 
the  recent  big  advance.  But  he  insists 
some  still  have  strength.  Among  them: 
Surgical  Laser  Technologies,  which 
sells  a  proprietary  laser  already 
cleared  by  the  Food  &  Drug  Adminis- 
tration for  use  in  surgery;  Hologic,  a 
maker  of  X-ray  bone  densitometers 
used  to  help  diagnose  and  monitor  os- 
teoporosis and  other  metabolic  bone 
diseases;  and  Cabot  Medical,  a  major 
suppher  of  gynecological  medical  de- 
vices, including  those  that  help  im- 
prove female  reproductive  health  care. 
Navarro  expects  their  stocks  to  rise 
50%  to  70%  in  the  next  12  months. 
HEAVY  BETS.  Surgical  Laser,  he  notes, 
has  rapidly  emerged  as  a  leader  in  the 
commercialization  of  lasers  for  surgical 
applications.  He  expects  earnings  this 
year  to  jump  to  58$  a  share,  from  17$ 
last  year,  and  go  to  85$  next  year. 

Ron  Lazar,  portfolio  manager  at  La- 
denburg,  Thalmann  &  Co.,  is  placing 
heavy  bets  on  Harris  &  Harris  Group 
Inc.,  an  insurance  broker  and  financial 
services  company.  His  interest  in  Har- 
ris grew  when  it  recently  acquired  50%- 
of  Ag  Services  of  America,  a  rapidly 
growing  Iowa  company  that  provides 
short-term,  fully  collateralized  loans  to 
farmers.  Sales  in  1987  of  $2.8  million 
grew  to  $21  million  as  of  February, 
1990.  Earnings  grew  from  $47,000  to 
$411,000.  Harris  itself,  with  its  50% 
ownership  of  Ag  Services,  should  earn 
15$  a  share  this  year  and  27$  in  1991, 
up  from  3$  in  1989,  estimates  Lazar. 

Analyst  David  Saks  of  Wedbush 
Morgan  Securities  looks  to  the  exotic 
for  his  speculative  plays.  He  likes  De- 
prenyl  Research  Inc.,  a  Canadian  com- 
pany with  exclusive  rights  in  Canada 
to  market  Eldepryl,  a  drug  used  to 
treat  neurological  ills,  including  Par- 
kinson's disease.  George  H.  James, 
vice-president  at  Gruntal  &  Co.,  is  bull- 
ish on  Ivax,  which  markets  medical  di- 
agnostic test  kits  and  Doral,  a  prescrip- 
tion medication  for  sleeping  disorders. 
Ivax  has  a  joint  venture  with  Japan's 
S.S  Pharmaceutical  Co.  to  develop  new 
drug  products.  SS  acquired  a  nearly  5% 
stake  in  Ivax  in  1988. 

Of  course,  there's  no  guarantee  that 
these  bets  will  follow  their  fans'  expec- 
tations— but  that's  part  of  the  fun  of 
the  high-spec  game. 

By  Gene  G.  Marcial 
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EUROPE'S  TUMBLING  WALLS 

HAVE  THE  MARKETS  SCALING  NEW  HEIGHTS 


NMKff 

th  com 
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Investors  around  the  world  are  gaga  over  the  prospects  for  a  European  growth  spree 


Step  onto  the  huge 
trading  floor  of  broker 
James  Capel  &  Co., 
and  you'll  immediately 
feel  the  new  excite- 
ment in  the  City  of 
London.  After  living  in 
the  siiadow  of  a  booming  West  German 
stock  market  since  the  Berlin  Wall  fell 
last  November,  British  equities  have 
suddenly  taken  off  in  pursuit.  In  May 
alone,  the  London  Stock  Exchange 
climbed  137',  one  of  its  best  monthly 
performances  in  three  decades.  Amid  the 
din  of  traders  punching  keyboards  and 
shouting  buy  orders  into  telephones, 
Aiastiiir  Ross  Goobey,  Capel's  chief  in- 
vestnient  strategist,  predicts  an  addition- 
al 15''^  rise  by  yearend. 

In  Zurich,  I'aris,  and  Milan,  the  story 
I.-,  much  the  sarr.<;.  Already  thrilled  with 
tiu:  likely  quick  [layoff  of  the  EC's  1992 
move  to  barrierfree  trade,  investors 
worldwide  are  gaj;a  at  the  prospect  that 
Germany's  reunification  will  only  add  to 
Europe's  growth  spree. 


Curiously,  Germany  itself  is  missing 
out  on  the  party's  latest  round.  Frank- 
furt jumped  35%  after  the  wall  fell  and 
is  still  up  for  1990  as  well  (table).  But 
with  traders  increasingly  worried  that 
inflation  will  be  the  most  immediate  con- 
sequence of  Germany's  costly  reunifica- 
tion campaign,  German  stocks  have  fall- 
en back  by  8%  since  early  spring.  In 
London,  however,  the  mood  is  one  of 
pleasant  surprise. 

BRITISH  BARGAINS.  Investors,  turned  off 
by  15'a  interest  rates,  stagflation,  and 
political  uproar  over  Prime  Minister 
Margaret  Thatcher's  proposed  poll  tax, 
had  been  dumping  British  stocks  for 
months.  Then  in  May,  Thatcher  aides  let 
it  be  known  that  the  Prime  Minister  was 
prepared  to  drop  her  long-standing  oppo- 
sition to  the  European  Monetary  Sys- 
tem. Traders  took  that  as  the  first  con- 
crete sign  that  Britain  was  serious  about 
slowing  down  inflation.  With  British 
stocks  yielding  5.57  and  selling  at  a  low 
price-earnings  ratio  of  10,  vs.  17  for  the 
Stiindard  &  Poor's  500-stock  index,  the 


bargains  were  too  tantalizing  to  resis|f'''J 

Because  Britain's  economy  isn't  out  ( '  ™ 
trouble  yet,  many  fund  managers  ai 
focusing  on  British  multinationals,  whic 
can  benefit  from  growth  in  the  rest  ( 
Europe,  the  U.  S.,  and  Asia,  while  wai 
ing  for  the  home  country  to  turn  aroun 
Among  such  favorites  are  Grand  Metr 
politan,  the  restaurant  and  hotel  grou 
Allied-Lyons,  the  food  company;  and  P( 
!y  Peck  International,  a  food  and  ele  ^ 
tronics  conglomerate.  But  to  some,  Br  ' 
ain  still  poses  too  many  risks.  Th( 
would  prefer  staying  on  the  Continent 
take  full  advantage  of  the  spin-off  € 
fects  of  higher  German  growth.  That  f 
why  many  fund  managers  have  made 
beeline  for  Zurich,  which  for  a  whi 
looked  as  if  it  was  losing  its  reputati( 
as  the  financial  haven  of  the  rich  ai 
famous. 

With  the  Swiss  central  bank  hikir 
interest  rates  sharply  to  cool  inflatio 
the  Swiss  franc  has  gained  20%  again 
the  dollar  in  the  past  year.  That  gt 
tough  attitude  helped  Zurich  post  a  14 
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lin  in  May.  Walter  Temperli,  head  of 
vestments  at  Zurich's  Bank  J.  Vonto- 
'\  &  Co.,  thinks  a  further  20%  increase 
uld  be  in  store. 

Also  helping  the  market  is  a  new 
lenness  among  haughty  Swiss  compa- 
ss, which  used  to  keep  international 
Dckholders  at  bay.  In  a  bid  to  win  more 
v^estors  and  capital,  some  companies 
e  now  revamping  accounting  practices 
reveal  more  about  the  true  level  of 
eir  profits.  But  the  likelihood  that 
/iss  multinationals  will  cash  in  from 
^her  European  growth  is  the  biggest 
-e  of  all.  Thomas  Lips,  Union  Bank  of 
/itzerland's  chief  of  investment  re- 
arch,  recommends  BBC  Brown  Boveri 
d.,  half  of  the  Swiss-Swedish  global 
gineering  group  ABB  Asea  Brown  Bo- 
ri  (Holding)  Ltd.  In  addition,  he  favors 
;iss  Aluminum  Ltd.  (Alusuisse),  a 
smical  and  aluminum  producer,  and 
ca  Finance,  a  chemical  and  building- 
iterials  maker  that  is  expected  to  prof- 
from  the  reconstruction  of  Eastern 
rope. 

;reaming  buy.'  Other  analysts  favor 
ance,  which  boasts  high  economic 
)wth,  low  inflation,  and  corporate 
)fits  expanding  at  a  15%  annual  rate, 
my  fund  managers  are  high  on  Com- 
pile Generale  d'Electricite  (CGE),  the 
5h-rich  electrical  equipment  giant; 
issmaker  Saint-Gobain;  and  pharma- 
itical  maker  Sanofi.  But  if  Swiss  and 
inch  companies  benefit  from  faster 
rman  growth,  those  in  the  Nether- 
ds,  Germany's  No.  1  trading  partner, 
y  end  up  receiving  the  biggest  kick  of 

The  trouble  is,  the  Amsterdam  mar- 
,  has  been  treading  water 
ough  much  of  the  year, 
^ow,  some  think  Amster- 
n  is  about  to  spurt  ahead, 
iier  P.  Bodart,  an  analyst 
New  York's  Cresvale  In- 
national  Inc.,  expects  the 
tch  central  bank  will  soon 
ch  off  a  stock  market  ral- 
by  cutting  interest  rates, 
long  his  favorites  is  Uni- 
er,  the  global  consumer- 
ducts  titan,  whose  p-e  ra- 

of  11  ranks  it  as  "a 
eaming  buy." 
Vith  Frankfurt  still  cool- 
■  down  from  its  first 
nd  of  unification  mania, 
ders  are  reluctant  to 
np  in  much  more  money 
il  they  see  how  Germa- 
5  political  and  economic 
ddle  turns  out.  Uncertain- 
ibout  the  future  of  Chan- 
or  Helmut  Kohl,  whose 
ter-right  coalition  has  lost 
eral  key  elections  lately, 
/  prevent  any  serious  ral- 
:rom  taking  place  before 
il.  And  even  then,  pros- 


pects remain  murky — 
as  analysts  weigh  the 
potential  for  expanded 
sales  to  the  East 
against  the  tens  of  bil- 
lions of  dollars  Bonn 
will  have  to  spend  to 
bring  East  Germany's 
moribund  economy 
back  from  the  dead. 
Worries  over  the  infla- 
tionary risks  of  such 
high  spending  already 
have  pushed  long-term 
German  interest  rates 
up  to  9%',  and  the 
Bundesbank  will  prob- 
ably push  rates  even 
higher  soon. 

But  all  is  not  lost.  Germany  still  has 
Europe's  largest  corps  of  capital-goods 
makers,  which  can't  help  but  cash  in  on 
Eastern  Europe's  incredible  reconstruc- 
tion needs.  Analysts  like  man,  a  maker 
of  engines  and  other  machinery, 
Mannesmann,  the  big  engineering  and 
telecommunications  group,  and  auto 
maker  Volkswagen.  Such  German  picks 
could  pay  off  but  maybe  not  for  three  to 
five  more  years,  cautions  Zurich-based 
economist  Felix  W.  Zulauf  of  the  invest- 
ment adviser  Eurovaleur  Inc. 

Investors  who  prefer  not  to  bank  on 
any  one  country  could  adopt  a  sectoral 
strategy  focusing  on  key  industries. 
Maurits  E.  Edersheim,  deputy  chairman 
of  Smith  Barney,  HIrris  Upham  Interna- 
tional Inc.,  is  especially  attracted  to  tele- 
communications issues.  Following  the 
lead  of  Britain,  most  EC  members  are 


HOW  EUROPE'S 
BOURSES  ARE  FARING 

Percent  change  since  Dec.31  * 


In  local 

In  U.S. 

currency 

dollors 

ITALY 

8.6% 

in  1 

l\J,  1  /o 

WEST  GERMANY 

3.3 

9  Q 

SWITZERLAND 

1.5 

7.9 

FRANCE 

0.3 

1.4 

BRITAIN 

-0.4 

3.8 

NETHERLANDS 

-0.5 

-0.4 

*Totol  return  through  June  8 

DATA,  SALOMON  BROTHERS  INC 


THE  PROS'  TOP  PICKS  IN  EUROPE 


Company 

Industry 

Price 

Percent  change 
since  Dec.  31 

In  local  currency  In  dollars 

SWITZERLAND 

ALUSUISSE 

Chemicals,  metals 

$920.69 

0% 

7% 

BROWN  BOVERI 

Power  equipment 

4,121.00 

17 

24 

SCHINDLER 

Elevators 

5,000.00 

34 

43 

BRITAIN 

GRAND  METROPOLITAN 

Restaurants 

11.05 

4 

9 

POLLY  PECK 

Electronics,  food 

7.64 

16 

22 

FRANCE 

GENERALE  DES  EAUX 

Water,  communications  464.61 

14 

15 

HAVAS 

MecJia 

112.87 

22 

24 

WEST  GERMANY 

VOLKSWAGEN 

Autos 

358.18 

13 

12 

NETHERLANDS 

PAKHOED 

Tronsportation 

103.61 

39 

39 

UNILEVER 

Consumer  products 

82.19 

-2 

-2 

VMF 

Engineering 

30.12 

28 

28 

ITALY 

SIRTI 

Communications 

11.00 

10 

12 

DATA:  BANK  VONTOBEL  &  CO.,  CRESVALE  INTERNATIONAL,  INC. 


deregulating  their 
telephone  services  and 
equipment  sales, 
thereby  international- 
izing opportunities 
that  had  been  open 
only  to  local  suppliers 
in  the  past.  Eders- 
heim is  recommending 
Sweden's  Ericsson, 
Britain's  Racal  Elec- 
tronics, and  France's 
Compagnie  Generale 
des  Eaux,  which  oper- 
ates a  cellular  phone 
network  as  a  sideline 
to  its  traditional  core 
business  of  water  and 
sewage  treatment. 

European  integration  will  also  spur 
growth  in  publishing  and  entertainment 
companies.  Among  French  favorites  are 
publisher  Agence  Havas  and  Canal  Plus, 
a  pay-TV  service  that  is  spreading  across 
Europe.  And  Cresvale's  Bodart  recom- 
mends Dutch  publisher  Wolters  Kluwer 
as  much  for  its  takeover  possibilities  as 
for  its  profits.  Bodart  notes  that  another 
publishing  house,  Elsevier,  already  owns 
30%  of  Wolters  Kluwer's  shares  and 
may  go  for  the  rest.  Even  if  that  doesn't 
happen  soon,  Wolters  Kluwer's  strong 
earnings,  which  are  expected  to  be  up 
117(  this  year,  should  still  be  able  to 
support  the  stock. 

UPBEAT  MOOD.  Transportation  issues, 
too,  should  get  a  boost  from  the  planned 
removal  of  EC  customs  barriers.  One  fa- 
vorite is  Pakhoed  Holdings,  a  Dutch 
trucker  that  also  handles  oil  and  chemi- 
cal storage.  As  an  alterna- 
tive, Edersheim  mentions 
Tripcovich,  an  Italian  truck 
line  that  serves  Eastern 
Europe. 

So  much  international  en- 
thusiasm for  such  little- 
known  issues  reflects  just 
how  far  Europe's  upbeat 
mood  has  spread.  Even 
though  they  are  anxious 
about  the  risks  of  German 
reunification,  few  investors 
are  pulling  out  of  Frankfurt. 
Instead,  they  are  starting  to 
put  their  cash  to  work  in  Eu- 
rope's other  markets.  That 
amounts  to  "a  surge  of  en- 
thusiasm" for  just  about 
anything  smacking  of  Euro- 
pean economic  growth,  ob- 
serves Citibank  Vice-Presi- 
dent Robert  J.  Schwob.  With 
so  many  opportunities  aris- 
ing, it  will  be  a  while  before 
Europe's  bourses  can  signal 
they  have  had  enough. 

By  Bla  nca  Riemer  in  Lon- 
don, with  William  Glasgall  in 
New  York 


AR  INVESTMENT  OUTLOOK 


BUSINESS  WEEK/JUNE  25.  1990  79 


ets 


JAPAN'S  STOCK  MARKET 
IS  HEADED  NOWHERE  FAST 


High  interest  rates  and  a  weak  yen  will  keep  a  lid  on  the  Nikkei 


Like  many  Japanese 
investors,  Toshiko  Ya- 
mamoto,  33,  studies 
the  weekly  financial 
papers  religiously.  Yet 
the  Tokyo  chemist 
says  she  still  ends  up 
relying  mostly  on  instinct  to  tell  her 
when  to  buy.  And  ever  since  the  Tokyo 
market  crashed  earlier  this  year,  Yama- 
moto's  sixth  sense  has  told  her  to  lie 
low.  Even  though  Tokyo  has  recouped 
407(  of  its  losses,  she  says  she  still  isn't 
ready  to  do  much  more  than  dabble  in  a 
few  ultrasafe  blue  chips. 

Yamamoto  is  not  the  only  one  who  is 
feeling  cautious  these  days.  After 
watching  the  Nikkei  stock  aver- 
age plunge  more  than  10,000 
points  from  its  record  high  at  the 
end  of  December  (chart),  then 
struggle  part  of  the  way  back, 
many  shell-shocked  Japanese  in- 
vestors say  they  still  aren't 
ready  to  return  to  stocks.  Many 
stock  experts  feel  that  as  long  as 
Japanese  interest  rates  remain 
high  and  the  yen  fails  to 
strengthen  beyond  150  to  the  dol- 
lar, the  Nikkei  will  be  hard 
pressed  to  rise  much  beyond  its 
current  level. 

Some  even  say  the  market 
could  be  in  for  one  more  big  jolt 
if  the  yen  weakens  sharply  or 
interest  rates  jump.  In  that  kind 
of  situation,  Masaki  Kasahara,  a 
fund  manager  with  Yasuda  Mu- 
tual Life  Insurance  Co.,  fears 
that  the  Nikkei  could  plummet 
all  the  way  bark  to  28,000. 
SEARCH  FOR  A  SIGNAL.  Reflecting 
such  cotn-ern.s,  !i!'c  insurers  and 
banks  keeping  huge  hoards 
of  cash  '.'lit  (if  the  market,  pre- 
ferring to  --'Ah-ct  a  safe  7.3%  in 
the  Japane.se  money  market. 
Keigo  Yok«  van,.  ch)  :-f  of  equity 
investment  a*  ;':•>:!  of  Tokyo 
Ltd.,  says  neari;,  S^:  if  his  port- 
folio is  now  <i,sji  ^ip  from 
50%  in  December  T  mi  svill  look- 
ing for  a  buy  S!;-  '  i:.-  says, 
adding  that  it  p'  '  i-,  won't 
come  until  the  Nikk  ■  eats  to 
31,000. 


A  host  of  local  and  global  concerns 
are  keeping  Japanese  investors  on  edge. 
Bank  of  Japan  Governor  Yasushi  Mieno 
is  worried  about  such  inflationary  sig- 
nals as  rising  land  prices,  rapid  wage 
hikes,  and  13%  money  supply  growth. 
Slowing  profits  are  another  headache. 
Pretax  earnings  were  up  only  5.7%  for 
the  fiscal  year  ended  Mar.  31,  after  gain- 
ing 13.7%  a  year  before.  This  year's  in- 
crease may  be  as  little  as  1%. 

Amid  these  worries,  Tokyo  Stock  Ex- 
change volume  has  been  running  at  a 
third  of  peak  levels  of  the  past  few 
years.  Much  of  the  subdued  trading  re- 
flects how  managers  are  refocusing 
their  portfolios  away  from  big  compa- 


JAPANESE  STOCKS  ARE  STRUGGLING  BACK 

38- 


nies  whose  earnings  have  remaint 
strong  and  toward  smaller  compani(ii 
that  are  still  growing  despite  the  inte:; 
est-rate  squeeze.  "Forget  the  Nikkei| 
counsels  Mike  Morizumi  of  Shearsci 
Lehman  Hutton  Inc.  Takaaki  Yoda  | 
Daiwa  International  Capital  Manag| 
ment  Co.,  for  instance,  favors  Aoyanl 
Trading,  a  Hiroshima-based  men's  clot 
ing  retailer. 

But  other  fund  managers  value  tl 
safety  of  bigger  names.  Bank  of  Tokyo 
Yokoyama  is  buying  electronics  mab 
Kyocera,  test-equipment  maker  Adva 
test,  and  Shimizu,  a  big  builder.  Son 
overseas  buyers  favor  shipbuilder  Sun 
tomo  Heavy  Industries  and  such  stan 
bys  as  Komatsu  and  Fujitsu.  Others  a 
going  for  well-known  brand  names,  su< 
as  Hitachi,  Sony,  and  Pioneer.  "If  you' 
got  it  in  your  living  room,  you  can 
comfortable  with  it  in  your  portfolio 
says  Paul  Migliorato  of  Jardine  Flemh 
Securities  Ltd. 

But  others  would  just  as  soon  bet 
Tokyo  returning  to  its  1990  lows.  To 
that,  they  have  been  buying  "put  w; 
rants,"  issued  by  several  Wall  Stre 
and  European  banks  and  broke 
and  traded  on  the  American  Stoi 
Exchange.  These  instruments  p; 
off  in  dollars  if  the  Nikkei  dro 
below  a  predetermined  point  wit 
in  the  next  three  years.  When  ti 
Nikkei  fell  3%  between  June  8  ai 
June  12,  for  example,  the  value 
one  issue  of  puts  climbed  10%, 
$2.50.  "That's  telling  us  Tokyo 
due  for  a  pullback,"  says  Michg 
Schwartz,  an  Oppenheimer  &  C 
options  specialist. 

Those  who  think  Tokyo  still  w 
defy  the  skeptics  and  push  high 
can  go  instead  into  Nikkei  c; 
warrants.  Indeed,  Salomon  Brol 
ers  Inc.'s  Christopher  M.  Mitch 
son,  who  called  last  year's  t 
1089  rally  and  this  year's  eras 
insists  that  the  yen  and  the  ecor 
my  will  bounce  back.  He  figur 
that  will  push  the  Nikkei  as  hi, 
as  40,000.  "All  we  need  now 
some  good  news,"  adds  George 
Hersh  Jr.  of  Daiwa  Securiti 
America  Inc. 

But  many  more  investors  ha 
yet  to  be  persuaded  that  the 
cent  comeback  is  for  real.  Ze 
Awano,  a  45-year-old  Tokyo  arc 
tect  with  about  $132,000  tied  up 
stocks,  is  swearing  off  new  inve 
ments  until  at  least  August 
would  rather  stick  my  money  ir] 
drawer,"  he  says.  For  now,  a 
I  if  investors  seem  set  on  followi 
that  advice. 

By  Karen  Lowry  Miller  in  Tok 
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Saving  for  retirement 
is  too  important 
to  leave  to  chance. 


Will  you  be  able  to  afford  the  things  you  love 
to  do  once  you  retire?  It's  a  question  a  lot  of 
people  are  asking  today. 

That's  why  we  offer  an  entire  family  of 
mutual  funds  that  make  it  easy  to  stick  with  a 
regular  investment  program.  The  initial  deposit 
can  be  as  low  as  $500.  You  also  have  the  option 
of  automatic  deposit  to  really  help  your  money 
accumulate. 

To  help  you  plan  for  your  needs,  we're 
offering  an  87-page  retirement  planning  book. 
Written  by  independent  financial  experts,  this 
easy-to-follow  guide  retails  for  $4.95.  But  it's 
free  just  for  calling  or  mailing  in  our  coupon. 
So  spend  a  httle  time  planning  now,  and  you 
can  look  forward  to  spending  your  retirement 
any  way  you  want. 

Real  life,  real  answers!* 


r 


Financial  Services 

John  Hancock  Distributors,  Inc.  Boston,  MA  021 17. 


Planning  for  a 

financially 

secure 

retirement 

FREE  RETIREMENT  BOOK 

FROM  THE  JOHN  HANCOCK  FAMILY 
OF  MUTUAL  FUNDS.  WRITTEN  BY 
JIM  JENKS  &  BRIAN  ZEVNIK, 

1-800-845-3636  ext.  114 

Yes,  I'd  like  a  free  Retirement  Planning  Book 
and  Family  of  Mutual  Funds  Brochure. 


Address 


City 


State 


Zip 


Phone 

Mail  to; 

John  Hancock  Distributors,  Inc.,  P.O.  Box  308 
Mt.  Olive,  NJ  07828. 

For  more  complete  information  about  John  Hancock  Mutual 
Funds,  including  charges  and  expenses,  send  for  a  free 
prospectus  from  John  Hancock  Distributors,  Inc.  at  the 
above  address.  Read  it  carefully  before  you  invest  or 
send  money. 

I    BW6/25J 

Stockbrokers  please  call  1-800-225-6020  for  more  infornnation. 
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THE  STAY-AT-HOMES 
ARE  GOING  TO  TOWN 


So  far  this  year,  domestic  mutual  funds  head  the  pack 


Call  it  a  home-grown 
rally  in  mutual  funds. 
While  the  first  half  of 
1990  saw  investors 
shovel  billions  of  dol- 
lars into  funds  with 
global  mandates,  only 
a  handful  of  them  have  done  well.  So  far 
this  year,  the  real  money  has  been  made 
by  funds  that  stayed  at  home. 

The  top  50  list  is  pep- 
pered with  funds  on  the 
prowl  for  small  U.  S. 
technology  companies 
that  are  big  on  growth. 
On  average,  investors 
in  small-company  funds 
this  year  have  already 
made  a  4.5%  total  re- 
turn— price  increases 
plus  reinvested  divi- 
dends. That's  better 
than  the  3.1%  total  re- 
turn of  the  Standard  & 
Poor's  500  and  almost 
twice  as  good  as  the  av- 
erage equity  fund.  Such 
returns  speak  well  for 
the  stock-picking  abil- 
ity of  fund  managers, 
because  the  broad  in- 
dexes of  small-company 
stocks  fared  poorly 
(page  96).  Funds  with 
blue-chip  stocks  also 
performed  well,  espe- 
cially those  in  electron- 
ics and  computers. 
'DEAD  AREA.'  For  the 
liny  Oberweis  Emerg- 
ing Growth  Fund, 
wiiich  placed  seventh, 
recognition  is  coming 
belatedly.  The  fund  has 
outperformed  the  S&P 
500  for  almost  two 
years,  but  only  in  May 
did  it,  receive  a  net  in- 
flow of  dollars  r'-om  in- 
vestors. Sn';;-i!l-eai>ita!- 
ization  stocks  "have 
been  a  dead  :r<a  for 
seven  years,"  .  :-''s  port- 
folio managei  >.:mes 
Oberweis.  "People  don't 
really  believe  it's  h<i[j- 


pening,  but  we  are  in  the  early  stages  of 
a  four-  to  eight-year  cycle"  in  which 
small-cap  stocks  outperform  large  ones. 

Some  of  the  best  performers  were 
funds  investing  in  industries  typically 
viewed  as  ceded  to  the  Japanese.  Fideli- 
ty Select-Electronics  sector  fund,  for  ex- 
ample, has  led  this  half  with  a  32.13% 
return  through  June  8.  "This  is  the  first 
time  in  a  while  when  the  U.  S.  electron- 
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ics  industry  had  a  better  year  than  th 
Japanese,"  says  Harris  Leviton,  manaj 
er  of  the  Select-Electronics  portfolio. 

How  come?  The  Japanese  semicondui 
tor  market  is  tied  more  closely  to  th 
sluggish  consumer-electronics  businesi 
while  the  fortunes  of  U.  S.  manufactu 
ers  are  increasingly  linked  to  the  persoi 
al  computer.  And  sales  of  PCs  are  per  '^^ 
ing  along  quite  respectably,  saj 
Leviton.  Investors  who  buy  a  sec 
fund  such  as  Select-Electronics  shou' 
be  aware  that  they  are  more  volati! 
than  more  diversified  funds 

Many  of  the  hot  funds  were  boostc  "^^'^^^i 
by  Software  Toolworks,  whose  stoi 
went  from  7  at  the  start  of  the  year  i 
'ZV/s  on  June  12.  The  company  develoj 
and  publishes  educational  and  entertaii 
ment  software,  such  as  its  big  selle 
Chessware  2000.  In  March,  Softwa: 
Toolworks  merged  wr 
Mindscape  Inc.,  whic 
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RANKING  THE  BOND  FUNDS 

THE  BEST 

THE  WORST 

Total  return* 

Total  return* 

AIM  Convertible  Securities 

6.77% 

Benham  Target  Maturities  2015 

-13.14% 

Concord  Income  Convertible 

6.13 

Benhom  Target  Maturities  2020 

-10.83 

Kemper  Global  Income 

5.65 

Pilgrim  Preferred 

-10.61 

Intl.  Cosh  High-Income  Currency 

5.55 

Benham  Target  Maturities  2010 

-9.80 

Transamerica  Speciol  Convert. 

5.45 

Alliance  Bond  High-Yield 

-9.44 

Alliance  Short-Term 

4.80 

Dean  Witter  High-Yield  Securities 

-8.91 

Plymouth  High- Yield 

4.60 

Pacific  Horizon  High-Yield  Bond 

-7.60 

Value  Line  Convertible 

4.40 

Benham  Target  Maturities  2005 

-7.31 

Dreyfus  Convertible  Securities 

4.35 

Idex  Total  Income 

-6.68 

SFT  U.S.  Government 

4,33 

Fidelity  Qualified  Dividend 

-6,18 

Taxable  fixed-income  average*  0.35% 

*Appreciation  plus  reinvestment  of  income,  Jan.  1  through  May  31 
DATA:  MORNINGSTAR  INC. 
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tendo  games,  and  tl 
move  was  well  receivi 
on  the  Street.  Top 
finishers  such  as  Cigi  J'- 
Value  Fund,  Financi  " 
Strategic  Technolog; 
and  .A.MEV  Advantag 
Capital  Appreciation 
owned  Software  To( 
works  during  the  fir 
half  of  the  year. 
'LAZIER.'  Among  the 
ternational  funds,  on 
the  Oppenheimer  Glob 
Fund  and  Merrill  Lyn( 
Developing  Capit 
Markets  managed 
place  in  the  top  50.  "F 
older  and  lazier,"  sa; 
Ken  Oberman,  portfol 
manager  of  Oppenb 
mer  Global.  "I've  sei 
the  things  that  dor 
work" — such  as  ru 
ning  to  invest  in  the  h 
market.  "I  look  for 
eas  I  can  understai 
and  where  growth 
strong."  Oberman  h; 
done  well  moving  in 
Norwegian  stocks  b 
fore  oil  prices  started 
advance.  He's  also  be 
efiting  from  the  buildi 
to  1992  by  picking 
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inds.  Gold  had  a  strong  run  in  1989 — as 
\e  economy  flirted  with  inflation — but 
lis  year,  such  concerns  have  abated, 
nd  gold  crashed  in  March,  set  off  by 
imors  of  large-scale  sales  by  Saudi 
rabia.  Some  Japanese  funds,  though, 
ive  the  precious-metals  group  a  run 
r  the  worst  performers  of  the  half, 
le  DFA  Japan  Small  Company  Portfolio, 
r  example,  lost  11.9%.  It  was  sand- 
igged  by  the  February  crash  of  the 
)kyo  market  and  the  strong  dollar. 
Despite  the  rabid  affection  of  U.  S.  in- 
istors,  other  international  funds 
eren't  much  better.  G.  T.  Global 
•owth-Europe,  for  example,  just  man- 
•ed  2.7%'  growth.  And  the  93  interna- 
mal  stock  funds  tracked  by  Morning- 
ir  Inc.  were  barely  profitable,  eking 
t  a  0.11%  total  return  through  June  8. 
And  what  will  become  of  the  Japanese 
nds?  Christian  Wignall,  chief  invest- 
3nt  officer  of  G.  T.  Global  funds,  isn't 
timistic.  Japan  is  fighting  inflation,  a 
!ak  yen,  and  a  shrinking  trade  surplus, 
so,  Tokyo  stocks  still  carry  lofty  price- 
rnings  ratios.  "To  justify  a  p-e  of  near- 

70,  you  have  to  be  nearly  perfect. 
)w,  Japan  is  just  good." 
ARMING  UP.'  But  even  the  merely  tepid 
uity  funds  outshone  the  best  bond 
ad  so  far  this  year.  The  best,  AIM  Con- 
rtible  Securities,  managed  only  a 

7%  total  return  through  May  31 — 
Tse  than  the  No.  50  equity  fund.  Inter- 
,  rates  began  to  fall  in  April,  but  that 
3  only  begun  to  help  bond  perfor- 
.nce.  Convertible  bonds,  which  are  hy- 

d  equity-fixed  income  investments,  re- 

ve  an  extra  boost  when  the  stock 

,rket  does  well. 

i'erformance  aside,  1990  demonstrates 
ivincingly  that  investors  are  warming 

to  stock  mutual  funds.  The  latest 
mbers  show  that  international  and 
ibal  stock  funds  netted  $3.54  billion  in 
V  cash  for  the  year  through  Apr.  30, 
a  paltry  $54  million  during  the  same 
•iod  in  1989,  according  to  the  Invest- 
nt  Company  Institute.  The  pickup  in 
h  into  domestic  funds  was  also  im- 
issive.  By  the  end  of  April,  ICI  figures 
)w,  domestic  equity  funds  totaled  a 
,  inflow  of  $7.83  billion  for  the  first 
r  months  of  the  year,  compared  with 
39  billion  a  year  earlier, 
iloney  keeps  flowing  into  the  $13  bil- 
1  Fidelity  Magellan  Fund,  although 't 
1  have  to  get  by  without  its  star  mon- 
manager,  Peter  Lynch,  who  departed 
May  31.  Among  the  10  biggest  mutu- 
funds,  Magellan  edged  out  Invest- 
at  Co.  of  America— 4.1%  vs.  3.9%. 
;;h  beat  the  S&P  500  and  handily  out- 
formed  the  1.9%  equity-fund  average, 
'he  spread  of  capitalism  may  be  mak- 

headlines  abroad.  But  entrepreneurs 
e  may  be  offering  the  best  chance  for 
istors  to  make  money. 

By  David  Zigas  in  New  York 


EQUITY  FUNDS: 
FIRST-HALF  STARS  AND  STRAGGLERS 


LEADERS 

Fund                                         Totol  return* 

LAGGARDS 

Fund                                         Total  return* 

Fidelity  Select-Electronics  32.13% 
Equity  Strategies                             30. 1 5 
Bull  &  Bear  Special  Equities  26.52 
Fidelity  Select  Computers  24.71 
Financial  Strategic  Technology  24.59 

Strategic  Investments  -40.60% 
United  Services  Gold  Shares  -26.37 
USAA  Investment  Gold  -24.82 
Van  Eck  Gold/Resources  -24.02 
United  Services  New  Prospector  -23.57 

Fidelity  Select  Biotechnology  21.61 
Oberweis  Emerging  Growth  20.73 
Mutual  of  Omaha  Growth  17.88 
Alliance  Technology  17.86 
Cowen  Opportunity                          1 7 . 84 

Blanchard  Precious  Metals  -23.37 
Thomson  McKinnon  Prec.  Metals          -23. 1 3 
International  Investors  -23.12 
Keystone  Precious  Metals  Holdings       -22 . 7 1 
Colonial  Advanced  Strategies  Gold        -2 1 .85 

AMEV  Advantage  Capital  Appreciation  17.22 
MFS  Lifetime  Emerging  Growth             1 6 . 24 
Dean  Witter  Developing  Growth  Sees.      1 5.94 
T.  Rowe  Price  Science  &  Technology        1 5.88 
Nautilus  15.66 

Benham  Gold  Equities  Index  -19.73 
SLH  Precious  Metals  -19.70 
IDS  Precious  Metals  -19.42 
Lexington  Goldfund  -18.91 
Kemper  Gold  -18.51 

MIM  Stock  Appreciation  15.54 
Transamerica  Technology  15.22 
Fidelity  Select  Software  &  Computer       1 5.08 
CGM  Capital  Development  14.86 
FPA  Capital  14.80 

Financial  Strategic  Gold                    - 1 8 .09 
Fidelity  Select  Precious  Metals/Min.  -17.87 
MoinStoy  Gold  &  Precious  Metals  -17.81 
Vanguard  Specialized  Gold                - 1 7 .48 
United  Gold  &  Government                -1 7.04 

SLH  Small  Capitalization  14.61 
Alger  Small  Capitalization  14.61 
Fidelity  Select  Technology  14.42 
Fidelity  Select  Retailing  14.23 
Brandy  wine  14.02 

Scudder  Gold  -16.65 
Oppenheimer  Gold  &  Special  Minerals    - 1 6.22 
United  Services  Global  Resources         - 1 6.22 
SLH  Precious  Metals  &  Minerals          - 1 5.92 
Bull  &  Bear  Gold  Investors  -14.91 

PBHG  Growth  13.07 
Fidelity  Select  Energy  Service  12.93 
Bruce  12.84 
Financial  Strategic  Health  Sciences          1 2.76 
Franklin  DynaTech  12.36 

Franklin  Gold  -14.50 
Fidelity  Select  American  Gold  -13.54 
Keystone  International                     - 1 3 .07 
Enterprise  Precious  Metals  -12.51 
DFA  Japan  Small  Company  -11.90 

G.T.  America  Growth  12.31 
IDS  Growth  12.25 
AIM  Constellation  12.16 
Financial  Industrial  Income  12.14 
Seligman  Communications  &  Information  1 2.08 

Excel  Midas  Gold  Shares  -11.86 
Fidelity  Select  Broadcast  &  Media  -11.70 
Mackenzie  Canada  -11.57 
Alliance  Global  Canadian  -11.11 
Merrill  Lynch  Pacific  A                     - 1 0.94 

CIGNA  Value  12.04 
Composite  Northwest  50  Index             1 1 .96 
Merrill  Lynch  Developing  Capital  Mkt.      1 1 .94 
Oppenheimer  Global  11.80 
Kartwell  Emerging  Growth  11.54 

Sherman  Dean  -9.67 
Fidelity  Select  Leisure  -8.91 
Notional  Real  Estate  Income  -8.76 
Dreyfus  Capital  Value  -8.76 
Prudential-Bache  Global  Natrt.  Res.  B  -8.36 

Financial  Dynamics                           1 1 .45 
Eaton  Vance  Special  Equities  11.41 
Scudder  Development  11.24 
Pacific  Horizon  Aggressive  Growth  11.16 
SAFECO  Growth  11.15 

ABT  investment  Security  Income  -8.15 
Fidelity  Pacific  Basin  -8.13 
Yomaichi  Global  -7.94 
Schield  Value  -7.87 
Nomura  Pacific  Basin  -7.18 

ISI  Growth  11.14 
Zweig  Series  Emerging  Growth             1 1 .05 
Kaufmann                                    1 1 .04 
Kemper  Technology  10.95 
IDS  Discovery  10.95 

44  Wall  Street  -7.06 
Financial  Strategic  Utilities  -6.67 
Fairmont  -6.66 
United  Services  Real  Estate  -6.56 
Prudential-Bache  Global  B                 -  6 . 54 

S&P  500*  3.08% 
AU  EQUITY  AVERAGE*  1.90% 


*Appreciotion  plus  reinvestment  of  dividends  Jan.  1  ttirough  June  8 


DATA:  MORNINGSTAR  INC. 
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IMutual  Funds 

AN  UPDATE  ON  FUND  FAMILY  PERFORMANCE 

The  Business  Week  Fund  Family  Scoreboard  (BW — June  1 1 )  contained  incorrect        But  through  May  3 1 ,  all  but  1 5  of  the  1 1 2  fund  families  reported  gains, 
data  for  the  year  to  date  through  1 990,  as  a  result  of  a  computer  programming            In  order  to  appear  in  this  chart,  a  fund  family  must  have  three  non-indua 
error  by  Morningstar  Inc.  The  correct  numbers  are  provided  in  the  following              try-specific  sector  funds  or  three  taxable  bond  funds.  At  least  three  of  eithJ 
chart,  along  with  updated  numbers  for  1990  through  May  31.  Note  how  the             category  must  have  been  in  existence  throughout  1989. 
market's  recent  vigor  has  improved  fund  family  performance.  In  the  first  four                Within  each  fund  family,  large  funds  have  greater  weight  than  small 
months  of  the  year,  only  the  Gintel  and  Rightime  groups  showed  any  gains.              funds,  in  proportion  to  the  size  of  their  assets. 

EQUITY              FIXED-INCOME                                                                      EQUITY  FIXED-INCOME 
1990  total  return*         1 990  total  return*                                                                 1990  total  return*         1 990  total  return 

i 

FUND  FAMILY                                         4/30       3/31           4/30        5/31          FUND  FAMILY                                         4/30       5/31           4/30  5/31 

ABT  GROUP                                    -4. 1  %      2.2  % 
ADVEST  ADVANTAGE                       -5.7  1.2 

AIM                                               -2.8         9.1          -1.3%  1.5% 
ALLIANCE  CAPITAL                          -7  5         1.6          -0.1  1.8 

MFS                                               -5.9%      3.4%       -3.8%  -1.7 
MFS  LIFETIME                                  -5.4         2.8          -4.6  -2.2 
MIDWEST  GROUP                                                       -4.8  -1.9 
MIM                                              -2.0  3.9 

AMA                                             -6,8         0.7          -0.5  1.6 
AMERICAN  CAPITAL                        -5.1         4.5          -3.5  -0.4 
AMERICAN  FUNDS                           -4  2         3.2          -1.2  1.3 
AMERICAN  NATIONAL                     -6.0  1.0 

MUTUAL  SERIES                               -5.4  -0.8 
NATIONAL                                      -6.4  0.1 
NEUBERGER  &  BERMAN                    -7.0  1.4 
NEW  ENGLAND                               -4.3         6.9          -4.4  -1.6 

AMEV                                            -5.4  6.1 

BABSON                                         -5.5  1.5 

BENHAM  CAPITAL  MANAGEMENT                              -10.1  -4.7 

BULL  &  BEAR                                   -5.3  7.6 

NICHOLAS                                      -4.5  3.8 

NORTH  AMERICAN  SECURITY            -7.0  -1.7 

OPPENHEIMER                                -2  7         4.2          -0.4  1.0 

PAINEWEBBER                                 -3.7         1.1          -1.2  1.7 

■ 

CALVERT                                        -6.1        -1.1          -2.8  0.0 
CAPSTONE                                      -4.5  54 
CIGNA                                           -1.5         9.6          -3.6  -0.7 
COLONIAL                                      -4.8         0.1          -4.0  -1.0 

PARKSTONE                                    -2.6         3.5          -1.3  1.3 
PHOENIX                                        -3.4         4.5          -3.1  0.9 
PILGRIM                                                                    -2.7  -1.7 
PIMIT                                                                        -1.6  1.1 

COMPOSITE                                  -4.3  2.8 
DEAN  WITTER                                  -6.4         0.8          -1.0  -2.3 
DELAWARE                                     -6.8       -0.3          -3.4  -1.3 
DFA  INVESTMENT  DIMENSIONS        -6.0  0.0 

PIONEER                                         -5.0  1.1 

PIPER  JAFFRAY                                -4.0  6.3 

PLYMOUTH                                     -8.3       -4.0            0.3  3.0 

T.ROWE  PRICE                                -4.6         3.6          -2.7  -0.3 

DREYFUS                                        -4.3         1.6          -1.3  1.8 
EATON  VANCE                                -6.4       -0.3          -4.1        -2  1 
ELFUN                                            -6.2  3.3 
ENTERPRISE                                  -4.3  3.8 

PRINCOR                                        -6.5  2.1 
PROVIDENTMUTUAL                        -5.7  3.2 
PRUDENTIAL-BACHE                        -6.8         0.0          -3.4  -O.i 
PUTNAM                                        -4.4         2.7          -3.4  -0.^ 

EVERGREEN                                    -7.4  -1.4 
FEDERATED                                     -3.4         4.5          -0.1  2.0 
FIDELITY                                         -5.5         1.9          -1.9  0.7 
FINANCIAL  PROGRAMS                   -3.3         6.9          -2.7  -0.3 

QUEST                                            -3  1  0.6 
RIGHTIME                                         0.2  2.6 
SAFECO                                          -6.0  0.7 
SALOMON  BROTHERS                      -6  1  1.7 

FIRST  INVESTORS                                                        -4.8  -2.5 

FOUNDERS                                      -6.8  22 

FPA                                                -2.9  3.9 

FRANKLIN                                      -3.7         1.1          -0.6  1.8 

SCUDDER                                        -9.0       -0.4          -1.5  1.; 
SECURITY                                        -5.3  4.9 
SEI                                                 -5.0         3.6          -0.9  1.1 
SELIGMAN                                    -5.2        4.5         -3.4  -1.1 

FUNDTRUST                                    -5.5  14 
G.T.  GROUP                                   -3.0  2.4 
GINTEL                                             0.8  4.5 
JOHN  HANCOCK                             -7.4         2.6          -1.7  0.9 

SENTINEL                                        -5.8  1.7 

SFT                                                   -4.8  6.4 

SHEARSON  LEHMAN  HUTTON           -4.0         3  6          -3.0  -0. 

SMITH  BARNEY                                                          -2.1  1.' 

HARBOR                                         -4.8  5.2 
lAI                                                 -4.6  3.4 
IDEX                                              -2.7  8.6 
IDS                                                -3.6         5.0          -4.3  -1.6 

STATE  BOND                                   -5.3  4.0 

STEADMAN                                    -8.2  2.8 

STEINROE                                       -3.6         6.3          -2.3  0.( 

STRONG                                         -5.5       -0.4          -0.9  -0.: 

INVESTMENT  PORTFOLIOS                -3.4         3.6          -4.4  -1.0 

IVY                                                -5.7  3.4 

JANUS                                           -4.7  7.0 

KEMPER                                         -2.7         4.8          -2.7  0.2 

SUNAMERICA                                 -5.1         0.9          -1.6  1. 
TEMPLETON                                    -7.0  0.8 
THOMSON  MCKINNON                    -4.3         5.5          -2.9  -0.' 
TRANSAMERICA                             -3.6         5.4          -3.4  O.C 

KEYSTONE                                      -5.5         3.3          -4.1  -1.5 
KEYSTONE  AMERICA                       -4.4         4.7          -4.4  -2.1 
KiODER  S  EABODY                          -2.7  3.2 
LEGS  MASON                               -6.4  -0.1 

TWENTIETH  CENTURY  INVESTORS      -4.5  7.8 

UNIFIED                                          -4.2  1.7 

UNITED                                           -3.3         4.8          -5.3  -3.: 

UNITED  SERVICES                             -8.7  -3.3 

LEXi^JOTON                                    -7.5  -0.3 

LIBERTY                                                                 -1.1  1.2 

LORD  ABBerr                      -5.1      2.4       -3.2  0.1 

MACKENZilt:                                  -7.1  -1.3 

USAA                                             -5.7  -0.5 
VALUE  LINE                                     -4.4         4.2          -1.1  2.: 
VANGUARD                                    -6.5         0.7          -2.1  1.( 
WELLS  FARGO                                 -2.3  2.8 

MAINSTAY                                        -4.5         4.2           -4.1  -1.2 
MASSMUiUAl                                -3.8  2.2 
MERRILL  LY^SCH                               -6.3         0.5          -0.8  1.7 
METLIFE-STATS  STf  '                       -3.4         4.3          -3.3  0.0 

WESTCORE                                   -5.2        3.6         -0.8  2.( 
WOOD  STRUTHERS  &  WINTHROP       -5.9  0.8 

WPG                                              -2.8  7.2 

ZWEIG                                           -5.2       -0.1          -3.7  -1.! 

*Chonge  in  price  plus  ren               icJends  or  J  capital  gains,  through  tJates  shown                     S&P  500                                                   -5.3  3.7 

\TA:  MOKMiNGSTAR  INC                                           SLH  CORP.-GOVT.  BOND  INDEX                                    -2.1  0.( 
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500. 


[ow  Wisconsin  Power  &  Light  Company 
protects  its  pension  fund. 

As  one  of  the  country's  leading  utilities,  reduced  its  trading  cost  and  improved  its  over^ 

Wisconsin  Power  «Sl  Light  Company  has  become      returns  with  the  use  of  S&P  500  futures.  And 
^vei'v  adept  at  planning  for  its  future.  that's  helping  ensure  a  brighter  future  for 

Being  forward  looking,  thev  were  quick  to         thousands  of  future  retirees, 
see  the  advantages  of  using  S&P  500  futures  to  So  if  you're  interested  in  helping  insulate 

help  their  pension  ftmd  react  to  market  changes      your  company's  pension  fund  from  sudden 
faster  and  more  efficiently.  That  helps  reduce  shocks,  and  generating  better  returns,  plug  into 

volatiliry  and  smooth  out  returns.  S&P  500  futures  and  options  at  the 

In  tact,  for  the  past  three  years.  Wisconsin    ksSSS     Chicago  Mercantile  Exchange.  We  help 
Power  &  Light  Company's  pension  fund  has     ■"■S™     smart  businesses  manage  risk. 

CHICAGO  MERCANTILE  EXCHANGE 

The  Exchange  of  Ideas 

1-800-331-3332  (US  toll-free),  1-312-930-2351  (Chicago),  44-71-920-0722  (London),  813-595-2251  (Tokyo) 

"Standard  &.  Poor's!'  "Standard  cSi,  Poor's  500!'  "S&.R"  and  "500"  are  serv  ice  marks  of  the  Srandard  &  Poor's  Corporation 
and  have  been  licensed  tor  use  by  the  Chicago  Mercantile  Exchange 


IT'S  STEADY  AS  SHE  GOES 
IN  THE  BOND  MARKET 


ir 


Interest  rates  will  continue  to  drop — but  not  drastically 


Does  this  sound  famil- 
iar? Interest  rates  are 
edging  downward,  and 
bond  investments  are 
looking  attractive.  You 
heard  the  same  thing 
six  months  ago,  when 
good  old  conventional  wisdom  held  that 
the  Federal  Reserve  Board  would  keep 
lowering  rates  to  avoid  a  recession.  But 
along  came  conventional  wisdom's  natu- 
ral enemy:  unforeseen  events.  Bitter  ear- 
ly-winter cold  ratcheted  up  oil  prices, 
helping  to  produce  scary  inflation 
numbers.  Then,  Germany  and  Ja- 
pan, for  domestic  reasons,  pushed 
interest  rates  skyward.  U.  S. 
rates  followed,  and  bond  prices 
tumbled. 

This  time,  conventional  wisdom 
insists  its  prediction  six  months 
ago  was  simply  a  little  prema- 
ture. Rates  are  resuming  their 
downward  slide  to  where  they 
were  when  they  were  so  rudely 
interrupted.  "The  inflation  scare 
earlier  this  year  was  overdone," 
says  Lynn  S.  Birdsong,  a  manag- 
ing director  at  Scudder,  Stevens 
&  Clark  Inc.  A  big  plunge  in 
rates  doesn't  seem  to  be  in  the 
cards  (chart),  so  you  shouldn't  ex- 
pect to  get  Midas-like  apprecia- 
tion from  any  bond  investments 
in  the  next  few  months.  The 
stock  market  is  likely  to  continue 
its  long-term  superiority  in  total 
return  to  investors.  But  for  those 
looking  to  sleep  a  little  easier  and 
still  get  a  return  that  comfort- 
ably outpaces  inflation,  bonds 
have  strong  ap|)eal  (chart). 
LOCK  IN  YIELDS.  If  you're  hunting 
for  the  safest  investment,  it's 
nice  to  know  that  Treasuries, 
backed  by  Washington's  full  faith 
and  cnnJit,  have  a  good  track  rec- 
ord. Say  that  in  December,  1988, 
you  had  invested  $100  in  a  basket 
of  Treasuries  with  maturities  of 
more  than  10  years.  By  Novem- 
ber, 1989,  the  total  return — price 
plus  coupon — wi'H  $119,  according 
to  Merrill  Lyncn  Co.  That 
slumped  to  $111  I: ,  April,  then 
rebounded  to  $116  in  May. 


The  only  lemon  to  fall  from  the  gov- 
ernment tree  is  the  debt  of  Resolution 
Funding  Corp.,  financier  for  the  savings- 
and-loan  bailout.  The  market  is  not  tak- 
ing these  bonds  well.  A  big  drawback  is 
their  40-year  maturity.  "That's  too  long 
for  people,"  says  Heiko  Thieme,  manag- 
er of  the  American  Heritage  Fund. 

Life  looks  better  for  investment-grade 
corporate  bonds,  yielding  a  toothsome 
I'/a  percentage  points  over  comparable 
Treasuries.  Falling  interest  rates  have 
generated  a  bountiful   supply  lately. 


The  classic  advice  still  applies  to  co 
porates:  Buy  good  ones  at  a  discoun 
because  their  prices  are  likely  to  i 
prove.  One  such  play  is  big  banks  th 
have  been  hurt  by  bad  real  estate  loan: 
such  as  Chemical  Banking  Corp.  a 
Manufacturers  Hanover  Corp.  Says  Jo 
V.  Malvey,  senior  vice-president  at  Ki 
der,  Peabody  &  Co.:  "They're  taking 
beating,  but  the  picture  will  improve 
Another  tactic  is  to  buy  the  bonds 
electrical-power  and  telephone  comp; 
nies  that  are  aiming  to  clean  up  balan^ 
sheets  to  aid  planned  expansion  late| 
Investors  are  betting  that  these  comp: 
nies  will  buy  back  their  debts  at 
premium.   This   happened  recently 
Brooklyn  Union  Gas  Co. 

The  lingering  problem  for  corpora 
is  that  they  can  get  zapped  by  ratin 
agency  downgrades,  sending  their  prio 
plummeting   into   the  netherworld 
junk.  During  the  1980s,  that  usually  haj 
pened  as  the  result  of  huge  takeov^ 
debt.  Witii  the  waning  of  the 
veraged-buyout  era,  companie] 
economic  weaknesses  are  mo: 
the  culprit.  While  good  opportu 
ties  can  be  found  among  ju 
bonds,  it  takes  a  canny  inves 
to  pick  them  (page  91). 
GINNIE  MAE  SURGE.  Less  ventu 
some  investors  who  want  to  be: 
Treasuries  should  examine  mo 
gage-backed  securities,  which  a: 
created  by  pooling  homeowne: 
notes.    Government  Nation 
Mortgage  Assn.  bonds,  known 
Ginnie  Maes,  deliver  a  9.5%  coj 
pon — and  the  added  benefit  of 
federal  guarantee. 

Municipal  bonds  are  gaini 
popularity.  As  one  of  the  last 
shelters,  they're  enticing  now 
cause  Washington  is  eyeing  pi 
sible  tax  hikes.  In  the  top 
liracket,  a  7.7%'  muni  is  the  equ 
alent  of  an  11.5%  taxable  boi 
Good,  relatively  risk-free  b;- 
gains  can  be  had  among  batteri 
Northeastern  states.  Take 
York  State  general  obligatii' 
bonds,  which  were  recently  down- 
graded. "These  won't  default 
says  Susan  G.  Peabody,  a  md 
fund  manager  for  Alliance  Caj- 
tal  Management  Corp.  ; 

Such  expressions  of  certain}' 
can  be  heard  nowadays  in  all  c( 
ners  of  the  fLxed-income  wor 
since  inflation  is  settling  back 
a  more  comfortable  4.5%.  If 
stays  that  way,  the  bond  mark! 
will  be  a  cozier  place,  and  convci 
tional  wisdom  can  show  its  fa 


agam. 


By  Larry  Light  in  New  Yo\ 
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MIDYEAR  INVESTMENT  OUTLO  ^ 


We've  got  one  in  your  size. 


A  coast-to-coast  inventory. 

CENTURY  2l®professionals  have  access 
to  properties  in  all  stiapes  and  sizes,  as 
members  of  one  of  the  country's  largest 
Commercial-Investment  organizations. 
A  world-renowned  tradition  of  service. 
When  you  work  with  a  CENTURY  21  Com- 
mercial-Investment Professional,  you 


deal  with  someone  associated  with  an 
organization  you  can  count  on. 
One  size  doesn't  fit  all. 

Whatever  your  comfort  zone,  your 
CENTURY  21  professional's  expertise  is 
dedicated  to  helping  you  find  the  kind  of 
opportunity  that  makes  sense  for  you. 
After  all,  finding  a  good  investment  is 


one  thing,  but  finding  one  that  fits  can 
make  all  the  difference.  Find  out  more 
about  what  we  can  do  for  you.  Call 
1-800-321-2579.  (In  California,  call 
1-800-221-0211.) 


OntuQ^ 


21. 


©1990  Century  21  Real  Estate  Corporation  as  trustee  lor  the  NAF  ^and™— trademarks  of  Century  21  Real  Estate  Corporation,  Equal  Housing  Opportunity 


The  Commercial-Investment  Professionals 

EACH  OFFICE  IS  INDEPENDENTLY  OWNED  AND  OPERATED 


TheIBMAS/40p 
Vlidrange  Solution. 


Ever  hear  someone  ask  to 


realities  that  the  IBM  Apphcation 
System/400™  was  designed  for. 

From  smallest  to  largest 
(from  a  few  users  to  hundreds),  all 
models  of  the  AS/400  share  the 


liavr  their  computer  system  made  same  architecture  and  operating 

smaller'  We  havent  lately.  system.  So  even  if  you  cant  pre- 

Gro ,  th  is  the  name  of  the  diet  how  big  your  system  will  ulti- 

game,  Tnd  iis  one  of  the  first  mately  need  to  be,  you  can  count 


on  your  applications  to  always 
work,  and  vour  investment  in  s 
ware  and  training  will  be  secu 

Hardware  growth  isnt  so 
hard  either. 

Most  models  of  the  AS/4(]| 
come  rack-mounted  like  a  ste? 
system  to  give  you  latitude  rigl 
from  the  start. 


i?i  1990  IBM  Corporation  IBM  and  400  are  regislered  trademarl<i,  and  Applicalion  System/400  and  AS/400  are  trademarks  of  IBN 


"Bluing  a  midrange  computer 

le      buying  a  belt.¥)uH  Better  make 

sure  there's  room  for  expansion? 


You  don  t  have  to  buy  more  sys- 
tem than  you  need  because  adding 
to  it  is  so  easy.  Components  shde  in 
and  out,  and  if  you  need  more  than 
one  rack  vou  can  attach  another. 

But  no  matter  how  you  config- 
ure it,  multiple  racks  does  not 
mean  multiple  computers.  However 
big  an  AS/400  becomes,  its  always 


one  tightly  integrated  system. 

To  learn  more,  call  your  IBM 
Marketing  Representative  or 
IBM  Business  Partner,  or  dial 
1-800-365-4  IBM. 

The  IBM  AS/400.  As  your 

needs  grow,  it  ^_  

can  grow  right    z   ~~  EEfE 
along  with  you.  =^_r=  T  zz 


rhe  IBM  AS/400  Model  B35. 


The  Frequent  Traveler 

A  Special  Advertising  Section  in  Business  Week. 


Where  7.1*  million  on-the-go  business  travelers  all  come  together  --  the 
largest,  most  affluent  travel  marketplace  of  any  general  business  magazine. 

Every  year  Business  Week's  top-management  readers  enjoy  informative 
and  entertaining  Special  Advertising  Travel  Sections  edited  by  Steve  Birnbaum, 
America's  foremost  travel  writer  and  commentator.  The  entire  section,  with  ads 
included,  will  appear  again  in  ASTA  Agency  Management  magazine  --  a  bonus 
audience  of  30,000  travel  professionals. 

All  at  regular  Business  Week  rates! 

Plan  to  be  there:    Issue  Date:  September  24,  1990 

Closing  Date:  August  13,  1990 

Issue  Date:  November  26,  1990 
Closing  Date:  October  15,  1990 

Please  call:    John  Holden,  Market  Manager, 
Travel  Advertising  212-512-6394 

'Source:  SMRB  1989/B'W  Estimate 


BusinessWeek 


THERE  IS  NO  SECOND  PLACE. 


lEWARE  OF  FOOL'S  GOLD 
N  THE  JUNK  HEAP 


ow  to  sidestep  the  hidden  problems  in  bargain  bonds 


Junk  bonds  nowadays 
have  all  the  appeal  of 
toxic  waste.  The  fad- 
ing of  the  buyout 
craze  and  the  ill  health 
of  many  highly  visible, 
highly  leveraged  com- 
nies  continue  to  depress  junk  prices, 
ishington  didn't  help  by  decreeing 
it  savings  and  loans  must  unload  their 
ik.  And  now,  state  regulators  may 
•ce  insurers  to  follow, 
itill,  this  is  one  dump  where  value  can 
found.  Junk's  stratospheric  interest 
es — seven  percentage  points  higher, 

average,  than  those  of 
Tiparable  Treasuries — are 
head-turning  now  as  they 
re  before  the  market  sank 
t  fall.  The  trick  is  to  buy 
ids  that  won't  end  up  in  de- 
ilt.  Thus,  battered  junk 
ces  provide  prime  opportu- 
les  for  bargain-hunters  able 
select  the  safe  stuff.  One 
sbrated  example:  rjr  Na- 
zo  Inc.,  which  is  blessed 
h  ample  cash  flow.  One  RJR 
le  goes  for  a  discounted 
:e  of  93  (or  $930  for  a 
)00  face-value  bond)  and 
's  a  scrumptious  $135  a 
ir,  for  a  yield  of  14.4%. 

0,  Duracell,  Kroger,  and 
'ner  Broadcasting  fall  in 

category  of  quality  junk. 
IKING  GREMLINS.  Navigat- 

through  lesser-known  is- 
s  takes  work  (table).  Savvy 
estors  examine  the  fine 
it  of  bond  indentures  for 
imlins.  Consider  Trump 
;tle,  the  Atlantic  City  (N.  J.) 
ino.  Its  13.75  bonds  have 
>e  covenants  permitting  de- 
aper  Donald  Trump  to 
^e  money  from  the  gaming 
se  to  the  parent  Trump 
:anization.  So  far.  Trump 

done  this  to  the  tune  of 

million.  Although  Trump 

spent  $100  million  to  im- 
the  facility,  and  doesn't 
1  to  withdraw  capital  again 

1,  it's  no  comfort  that  he 
take  out  more  cash  in  the 


future.  The  Castle  was  unprofitable  in 
1988  and  1989,  and  casino  competition  is 
heating  up. 

Other  bonds  permit  companies  to 
place  new  issues  of  debt  that  are  senior 
to  existing  bonds.  This  practice  is  bad 
news  for  holders  of  older  paper,  who  are 
lower  in  the  payout  pecking  order  dur- 
ing bankruptcy  proceedings.  Southland 
Corp.,  owner  of  7-Eleven  Stores,  last 
year  placed  $500  million  in  new  notes 
ahead  of  $1  billion  in  old  bonds.  The 
company  weathered  a  hullabaloo  from 
bondholders  and  now,  in  another  refi- 
nancing, says  it  won't  do  that  again. 


A  SAMPLER  OF  JUNK-BOND  PITFALLS 

HARCOURT  BRACE  The  struggling  publisher  must  start  paying 
14.75%  interest  on  2002  zero-coupon  and  paid-in-kind  bonds  in 
1992,  an  iffy  proposition 

R.H.  MACY  The  retailer  is  facing  a  similar  day  of  reckoning  in 
1993  when  its  2006  zeroes,  carrying  a  16.5%  interest  rate,  turn 
cash-paying 

RJR  NABISCO  Possible  loophole  could  hold  down  coupon  hike 
on  2007  bonds,  now  paying  13.7%,  and  on  2009  bonds,  at 
14.1%,  if  they're  below  par  on  Apr.  28,  1991 

TRUMP  CASTLE  Although  casino  has  had  big  losses,  Donald 
Trump  can  siphon  off  cash — $38  million  so  far.  His  interest- 
rate  burden  is  13.75%  on  1997  bonds 

US6  Building-supplier  faces  a  huge  $600  million  bank  debt,  on 
top  of  obligations  for  13.25%  bonds  due  2000,  amid  slumping 
construction  demand 

DATA:  BW 


Unfortunately,  indentures  are  written 
in  legalese — page  after  numbing  page  of 
it.  Deciphering  them  isn't  easy,  even  for 
pros.  Exhibit  A  is  RJR's  resettable  bonds. 
They  trade  at  around  68$  and  83$  on  the 
dollar.  At  first  glance,  the  indenture 
looks  sufficiently  benign:  If  the  bonds 
are  trading  below  face  value,  or  par,  on 
Apr.  28,  1991,  the  company  will  boost  the 
interest  rate  enough  to  pull  the  price  up 
to  par.  But  a  second  look  reveals  that 
they  must  trade  "at  par  on  a  fully  dis- 
tributed basis,"  a  phrase  that  has  even 
Wall  Street  regulars  stumped.  RJR  de- 
clines to  say  what  it  means,  fueling  fear 
that  the  adjustment  will  be  disappointing 
for  investors.  Says  Kenneth  Urbas- 
zewski,  senior  vice-president  at  Kemper 
Financial  Services  Inc.:  "That  phrase  has 
'flexible'  written  all  over  it." 
LOWBALLS.  Just  as  with  stock,  buyers  of 
bonds  are  well-advised  to  look  over  a 
company's  fundamentals  first.  If  you're 
interested  in  USG  Corp.,  you  should  know 
that,  aside  from  its  $600  million  in  bonds 
outstanding,  the  building-material  sup- 
plier is  struggling  with  an  ad- 
ditional $600  million  owed  to 
banks,  which  are  supposed  to 
get  paid  off  before  bondhold- 
ers. One  way  it  hopes  to  meet 
obligations  is  by  selling  as- 
sets— always  chancy. 

One  more  thing  to  beware 
of  is  getting  lowballed  in  a 
bond  buyback.  Owners  of  Uni- 
vision  Holdings  Inc.  bonds 
were  outraged  this  spring 
when  offered  45$  on  the  dollar 
for  one  issue  and  30$  for  an- 
other— about  the  market 
price.  The  usual  practice  is  to 
start  negotiations  at  around 
10$  above  market.  Unhappy 
bondholders  resisted  the 
temptation  to  be  rid  of  the  ail- 
ing Spanish-language  televi- 
sion-station group  and  held 
out  for  more.  Hallmark  Cards 
Inc.,  Univision's  parent, 
agreed  to  55$  and  38$. 

Rule  No.  1  for  investing  in 
junk  bonds  may  well  be: 
Brace  yourself.  According  to 
Edward  Altman,  a  New  York 
University  business  professor 
and  a  well-regarded  junk  ex- 
pert, defaults  rose  from  3.9% 
of  total  junk  issues  in  1988  to 
7.9%  in  1989.  For  1991,  he  pre- 
dicts they  will  be  around  last 
year's  level.  Those  nerve- 
wracking  prospects  make  it 
essential  to  ask  the  right 
questions  and  read  the  fine 
print  before  wading  in. 

By  Larry  Light  in  New  York 
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ATTENTION 

MONEY-FUND  SHOPPERS! 


By  being  picky,  you  can  get  more  security  and  better  yields 


Most  investors  spend 
more  time  choosing  a 
watermelon  than  they 
spend  selecting  a  mon- 
ey-market fund.  And 
why  not?  Traditionally, 
yields  have  varied  little 
among  funds,  and  investors  have  had  no 
reason  to  worry  about  losing  their  in- 
vestment. Attention  M  mart  shoppers: 
Now  you  can  get  significantly  better 
money-market  fund  yields  and  a  little 
more  security  by  getting  picky. 

The  safety  record  of  the  funds  is  still 
unblemished.  But  some  fund  managers 
are  getting  more  cautious  in  order  to 
keep  their  records  clean.  The  reason: 
Mortgage  &  Realty  Trust  defaulted  last 
April  on  its  $75  million  of  commercial 
paper,  or  short-term  lOUs.  Integrated 
Resources  Inc.  did  likewise  in  June, 
1989.  The  funds  holding  the  paper  ab- 
sorbed any  losses  rather  than  pass  them 
on  to  investors. 

As  heavy  investors  in  commercial  pa- 
per, money-fund  managers  are  making 
sure  that  a  default  doesn't  sneak  up  on 
them  again.  "For  the  vast  majority, 
these  funds  are  very,  very  safe.  But 
someday,  down  the  road,  some  money- 
market  fund  will  suffer  a  loss  and  pass 
it  on  to  the  shareholder.  It's  inevitable," 
says  Jay  Goldinger,  president  of  Capital 
Insight,  a  brokerage  in  Beverly  Hills, 
Calif. 

FUSSIER.  Some  funds  are  buying  only 
the  very  top-rated  commercial  paper. 
For  example,  T.  Rowe  Price  Prime  Re- 
serve Fund,  burned  by  $65  million  of 
Mortgage  Really  &  Trust  commercial 
paper  held  in  its  $4.68  billion  portfolio, 
now  invests  only  in  commercial  paper 
rated  ^Al  by  Standard  &  Poor's  Corp. 
and  PI  by  Moody's  Investors  Service. 
That's  significantly  fussier  than  Securi- 
ties &  Exchange  Commission  standards, 
v/hich  limit  money  funds  to  paper  rated 
j  no  worse  than  one  notch  lower:  A2  or 
j  ?2.  "Quality-conscioiisness  is  back  in 
;  vsiyie,"  says  Brian  MaUes,  vice-president 
i  at  the  Vanguard  Groui; 
j     Public  confidence  is  so  important  that 
I  the  mutual-fund  industry  generally  sup- 
I  ports  stricter  regulation.  One  SEC  pro- 
!  posal  currently  under  consideration 
woni'A  put  a  50%  limit  on  the  percentage 


of  commercial  paper  that  managers  of 
funds  can  hold  with  less  than  Al/Pl 
ratings. 

Investors  can  also  benefit  from  a  mar- 
keting war  that  has  lasted  longer  than 
the  fund  managers  had  expected.  A 
number  of  funds  have  boosted  their 
yields  by  waiving  all  or  part  of  the 
fund's  expense  fees,  which  typically  eat 
up  0.67%  of  a  percentage  point  of  yield 
on  money-fund  portfolios.  Five  out  of 
the  top  10  money-market  funds  made  it 
there  by  waiving  some  portion  of  their 
fees.  After  starting  as  a  temporary  ef- 
fort to  attract  new  business,  expense-fee 
waiving  has  blossomed  into  an  enduring 
enticement.  For  example,  Dreyfus 
Worldwide  Dollar  Fund,  launched  in 
February,  1989,  has  extended  its  waiver 


15  times  since  then.  The  current  waiv( 
lasts  until  July  15,  or  until  the  fun 
reaches  $8  billion.  Assets  currently  tot; 
$7.53  billion. 

Money  funds  are  one  place  where  siz 
safety,  and  yield  often  go  together, 
the  tables  show.  That's  because  tl 
economies  of  scale  let  them  spread  th 
expenses.  So  it's  even  possible  for 
money  fund  to  offer  a  little  addition; 
yield  and  a  little  more  safety,  too.  Chei 
out  the  Fidelity  Spartan  USG  fund,  whi 
swallows  so  much  of  its  costs  that 
ranks  among  the  top  10  funds  in  yield! 
while  sticking  to  U.  S.  Treasury  secui 
ties.  That's  as  safe  an  investment  as  yc 
can  make. 

By  Leah  J.  Nathans  in  New  York,  vn 
Dean  Foust  in  Washington 


IN  PURSUIT  OF  SAFETY  AND  YIELD 
AT  THE  BIGGEST  MONEY  FUNDS . . . 


Fund 

7-day 

Net  assets 

Commercial  paper 

Phone 

yield* 

Millions 

As  percent           Top  rated  by 
of  assets       Moody 's  or  S&P 

DEAN  WIHER/SEARS  UQ  call  local  office 

8.05% 

$11,414 

68% 

Z 

DREYFUS  WORLDWIDE  DOLLAR  soo  732  662o 

8.88 

7,531 

46 

29% 

FIDELITY  SPARTAN  MMF  soo  544  6666 

8.53 

8,282 

63 

100 

MERRILL  LYNCH  CMA  call  local  office 

8.52 

28,360 

54 

100 

PAINEWEBBER  CASHFUND  call  local  office 

8.12 

5,092 

81 

100 

PRU-BACHE  MM  ASSETS  soo  648  7637 

7.96 

8,295 

72 

80 

SCHWAB  MMF  soo  626-8600 

8.00 

3,671 

75 

67 

SLH  DAILY  DIVIDEHD  call  local  office 

8.00 

16,017 

44 

100 

T.  ROWE  PRICE  PRIME  soo  63s  3660 

7.87 

4,681 

70 

100  j 

VANGUARD  MMR  PRIME  300  662  7447 

8.44 

12,391 

74 

100 

. . .  AND  AT  THE  HIGHEST-YIELDING  FUNDS  | 

HARBOR  MONEY  MARKET  S00  422  loso 

8.97% 

$46 

44% 

100%J 

r 

ALGER  MONEY  MARKET  soo  992  3863 

8.90 

101 

75 

100 

Hi 

DREYFUS  WORLDWIDE  DOLLAR  soo  782  6620 

8.88 

7,531 

46 

29 

SUMMIT  CASH  RESERVES  609  282  2800 

8.75 

551 

72 

100 

MERRIU  LYNCH  READY  call  local  office 

8.62 

10,272 

60 

100 

FIDELITY  SPARTAN  USG  MMF  soo  S44  ssss 

8.59 

134 

00 

NA 

LAUREL  PRIME  MM  1  PORT  soo  323  9197 

8.58 

253 

72 

100 

FIDELITY  SPARTAN  MMF  soo  544  6666 

8.53 

8,282 

63 

100 

VISTA  PREMIER  GLOBAL  soo  62c  hase 

8.53 

55 

79 

88 

MERRILL  LYNCH  CMA  call  local  office 

8.52 

28,360 

54 

100  1 

*Annual  compound  rote,  for  period  ended  6/5/90  Funds  shown  in  red  absorb  a  portion  of  fund  expense: 

NA  =  Not  opplicoble  DATA,  DONOCHUE  S  MONEYLEim.  COMPANIES  SHOWN  Z  =  Company  declined  to  provide  dalij| 
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"The  unfinished 
business  of  the 
Bill  of  Rights. . !' 

REVEREND  THEODORE  M  HESBURGH,  C  S  C 
PRESIDENT  EMERITUS 
UNIVERSITY  OF  NOTRE  DAME 

'We  tend  to  forget  that  the 
Bill  of  Rights  was  not  a  reality  fo 
many  people  before  the  Civil 
Rights  laws  of  the  mid-60's. 

'A  century  earlier,  President 
Lincoln  signed  the  Emancipatioi 
Proclamation.  But  slavery  didn't 
really  end  for  another  100  years. 

The  fact  is  that  the  Bill  of 
Rights  did  not  automatically 
guarantee  life,  liberty,  and  the 
pursuit  of  happiness  for  all 
Americans.  We  have  had  to 
enlarge  our  freedoms,  promote 
human  dignity,  and  eliminate 
injustice  during  all  the  200  year 
of  the  Bill  of  Rights. 

"The  ideal  is  there,  but  the 
reality  has  always  needed  enlarg 
ing.  It  still  does.  " 


Philip  Morris  Companies  Inc. 

KRAfI  GENERAL  FOODS  •  MllLER  BREWING  COMPANY  ■  PHIIIP  MORRIS  USA 


J  Join  Philip  Morris  Companies  Inc.  in  support  of  the  National  Archives'  celebration  of  the  200th  anniversary  of  the  Bill  of  Rights.  For  a  free  copy  of  this  historic 
(document,  call  1-800-552-2222,  or  write  Bill  of  Rights -Philip  Morris  Companies  Inc.  •  2020  Pennsylvania  Ave.  N.W.  -  Suite  533  -  Washington  DC.  20006 


ommodities 


HOW  PERE5TR0IKA 
IS  PLAYING  IN  THE  PITS 
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Grains,  gold,  and  sugar  may  be  squeezed  by  the  worsening  Soviet  cash  crunch 


OE 

finance  such  large  positions  for  risk  Km 
Soviet  creditors — to  sell  it  on  the  maldJo 
ket.  The  result:  lower  gold  prices.  Go. 
futures  on  June  13  sank  to  lows  of  $3J 
an  ounce.  Arnold  predicts  that  gold  w 
stay  flat  in  coming  months  becaui 
there's  no  big  demand  to  offset  fears  i  si 
possible  Soviet  gold  sales.  Others  sj 
the  price  could  drop  even  lower. 
SOUR  SUGAR.  Analysts  say  that  pd 
maintenance  of  equipment  led  to  the  d 
cline  in  Soviet  oil  production.  And  fu 
ther  troubles  in  the  Soviet  oil  indus 
could  tighten  worldwi( 
oil  supplies.  The  Sovie 
say  oil  production  fell  4 
in  the  first  quarter.  An 
lysts  say  strikes  by  Sit 
rian  oil  workers  or 
creased  tensions 
Azerbaijan,  where 
equipm.ent  is  made,  cou 
create  production  pre  s  m  bi 
lems.  Russia  produc  [le, 
some  12  million  barr<  Sciaht 
of  crude  a  day,  or  15% 
the  world  supply.  But 
far,  the  shortfall  in  Sofcii 
et  production  has  be 
compensated  for  by  OP  jiajd  jj; 
overproduction 

Soviet  economic  wc 
seem  to  be  souring 
lengthy  bull  run  in  si|risii 
ar.  The  demand  by 
number  of  large  buye 
including  the  Soviets,  1"  ^ 
fallen  off,  and  suppl 
aren't  as  tight  as 
been  previously  expefcfl 
ed.  F.  0.  Licht,  a  W  linjjj. 
German  sugar  consult!  ibj 
firm,  recently  raised 
estimates  of  world  su|  ^^^'^  , 
production  by  638,000  tons,  to  108.5  rji  ' 
lion  tons,  and  adjusted  consumption  J  ij 
ures  downward  by  219,000  tons,  to  10 
million  tons.  Just  four  months  ago,  Li  friin 
was  forecasting  a  sugar  deficit,  but  n 
the  firm's  data  indicate  a  700,000-|t 
surplus. 

Even  prices 


One  year  ago,  the  com- 
modities pits  were 
shaken  by  the  bloody 
civil  war  in  China. 
Now,  the  painful 
struggle  to  inject  capi- 
talism into  the  Soviet 
Union  and  the  Eastern  European  coun- 
tries is  sending  a  tremor  through  the 
markets  for  grain,  gold,  and  sugar — and 
the  volatility  is  likely  to  continue  for  the 
remainder  of  the  year. 

As  the  biggest  foreign  buyers  of  U.  S. 
grains,  the  Soviets  are 
expected  to  purchase  38 
million  tons  of  corn, 
wheat,  and  soybeans  in 
1990.  Demand  could 
grow — and  prices  could 
soar — if  the  policies  of 
perestroika  force  the  So- 
viets to  import  more  feed 
grain  to  keep  meat  on  its 
citizens'  tables.  But  a 
worsening  cash  crunch  in 
the  Soviet  Union  is  creat- 
ing doubts  among  trad- 
ers about  the  Russians' 
ability  to  pay  their  bills. 
"The  biggest  potential 
buyers  are  broke,"  frets 
Steve  Freed,  a  grain  ana- 
lyst with  Dean  Witter 
Reynolds  Inc.  And  the 
conflict  between  a  huge 
potential  demand  and  the 
hard  economic  reality  of 
the  Russians'  limited 
ability  to  pay  holds  a  key 
to  futures  prices  in  1990. 

Bean  futures  tumbled 
nearly  57<t,  to  $5.93  re- 
cently, partly  on  talk  of 
late  Soviet  payments  to 
foreign  grain  trading  compani'  .-.  (  om 
futures  were  rocked  by  similar  concerns 
in  June,  too.  Although  traders  hope  that 
the  Russians  v/ill  be  big  buyers,  their 
seeming  inability  to  get  hard  currencies 
■Tiay  dampen  that  possibility. 
m:.!if>  KiBBT.  For  the  near-term,  traders 
ar«  al-.o  paying  close  attention  to  cool 
and  r'.:iny  weather  that  has  delayed 
l-'ianting  in  part  of  the  grain  belt.  In- 
deed, '..vtT  the  past  few  months,  corn 
fu;u;'es  have  risen  sharply  because  of 


expectations  of  tight  supplies  and  heavy 
import  demand  by  Russia  and  Eastern 
Europe.  Analysts  believe  that  July  corn 
prices  could  break  $3.50  a  bushel  from 
$2.90  now  with  continued  bad  weather. 

Weather  patterns  don't  affect  gold 
prices,  but  that  market  also  is  being  buf- 
feted by  mounting  concerns  over  the 
troubled  Soviet  economy.  Since  oil  pro- 
duction is  down  nearly  3%  from  a  year 
ago,  or  almost  600,000  barrels  a  day,  the 
Soviets  have  been  forced  to  rely  miore 
heavily  on  gold  sales  for  hard  currency. 


St  Geri 


Its  i!r 


Tfii  Arnold,  a  nit-tais  analyst  at  Merrill 
Lynch  Futures  in  London,  expects  the 
Russian  central  bank  to  sell  an  addition- 
al 100  tons  of  gold  this  year,  over  its 
usual  annual  sales  of  200  to  250  tons. 
The  gold  would  likely  be  sold  onto  the 
London  market  as  a  swap  deal,  serving 
as  a  revolving  line  of  credit. 

The  Soviets,  however,  may  not  be  will- 
ing, or  able,  to  buy  the  gold  back  be- 
cause of  their  currency  problems.  That 
would  force  bullion  houses — unwilling  to 


in  the  13((-per-poi;|lt, 
range  haven't  tempted  the  sweet  to 
of  the  Soviets.  "The  Russians  just  se 
to  have  disappeared,"  says  C.  Ha 
Falk,  president  of  Louis  Dreyfus  Su, 
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',0.  Falk,  however,  says 
emand  could  pick  up 
gain  if  prices  fall  to 
le  11$-  to  120-a-pound 
;vel. 

The  move  toward  cap- 
alism  in  Eastern  Eu- 
)pe,  and  especially  the 
nification  of  East  and 
'est  Germany,  has  af- 
!Cted  currency  trading, 
lO.  Prior  to  the  super- 
)wer  summit  that  end- 
l  on  June  3,  traders 
ere  nervous  that  con- 
lued  Soviet  opposition 
East  Germany's  join- 
g  NATO  could  delay  unification,  creat- 
g  new  uncertainty  and  thus  weakening 
e  Deutschemark.  Yet,  even  though 
•esidents  George  Bush  and  Mikhail 
)rbachev  failed  to  settle  the  issue,  the 
est  German  currency  continued  trad- 
l  at  about  0.58  to  the  dollar,  not  far 
f  its  28-month  high  of  0.615,  set  on 

iy  11. 


COMMODITY  PRICES:  FROM  RUSSIA  WITH  LOVE 

)6 


1. 

FOR  NEARBY  CONTRA( 

DEC  '89 
▲  DOLLARS  PER  BUSHEL 


JUNE  12,  90     DEC '89 

▲  DOLLARS  PER  OUNCE 
DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


JUNE  12, '90     DEC. '89 

▲  CENTS  PER  POUND 


JUNE  12, '90 


Over  the  next  few  months,  the  mark 
could  be  in  for  some  choppy  going. 
Fears  of  inflation,  the  costs  of  uniting 
the  two  countries,  and  uncertainty  about 
German  political  direction  are  growing 
more  pronounced.  Even  so,  traders  are 
playing  it  against  the  yen,  which  was 
battered  by  the  first-quarter  plunge  in 
Japan's  Nikkei  stock  average  and  linger- 


ing concerns  about  the 
Kaifu  government. 
Traders  also  continue  to 
be  wary  of  the  Canadi- 
an dollar  in  the  face  of 
that  country's  constitu- 
tional crises.  The  result 
is  that  the  dollar  has  be- 
come a  safe-haven  cur- 
rency. Since  the  middle 
of  May,  the  greenback 
has  climbed  3.5% 
against  the  mark.  Ana- 
lysts currently  expect 
the  dollar  to  gain  an  ad- 
ditional 3%  to  5%  over 
the  summer. 
Futures  prices,  of  course,  will  contin- 
ue to  be  volatile.  One  trend  is  becoming 
clear,  though.  More  and  more,  political 
turmoil  around  the  world  is  becoming  a 
major  influence  on  prices.  And  the  un- 
certainties of  politics  add  still  another 
element  of  risk  to  the  already  risky  com- 
modities business. 

By  Julia  Flynn  Siler  in  Chicago 


TEACHING  THE  SOVIETS 
THE  TRICKS  OF  THE  TRADES 


illard  R.  Sparks,  chairman  of 
Memphis-based  Sparks  Com- 
modities Inc.,  is  serving  up 
s  own  brand  of  glasnost,  hound-dog 
yle.  In  April,  some  top  Soviet  trade 
"ficials  attended  classes  on  the  U.  S. 
ain  markets,  run  by  Sparks's  con- 
ilting  firm.  After  a  week  of  intensive 
minars  on  the  futures  markets,  op- 
)ns  as  a  hedging  tool,  and  supply  and 
mand  analysis,  the  Soviets  went  to 
the  gilt-and-mirror-bedecked  home 
Memphis'  most  famous  citizen:  Elvis 
•esley.  "I  guess  there's  a  little  bit  of 
vis  in  the  heart  of  everybody,"  says 
Sparks  Commodities  executive. 
But  Sparks  and  the  Soviets  have 
)re  to  talk  about  than  a  soft  spot  for 
King.  Sparks's  Soviet  connection 
uld  boost  his  business  sharply.  He 
rewdly  persuaded  Gleg  A.  Klimov, 
airman  of  v/0  Exportkhleb,  the  gov- 
iment  agency  that  buys  all  the  grain 
the  Soviet  Union,  to  enroll  in  his 
npany's  International  Agri-Profes- 
nal  Development  Institute.  "The  So- 
ts will  be  active  in  the  futures  mar- 
t  eventually,"  says  Christopher 
rrott,  a  trader  in  Chicago. 
ilDE  TRACK.  Grain  traders  believe 
it  as  the  Soviet  economy  becomes 
re  market-oriented,  the  Russians 
1  hedge  a  good  portion  of  their  huge 
•chases  of  U.  S.  agricultural  prod- 
■  s  at  the  Chicago  Board  of  Trade  and 
B  ler  U.  S.  exchanges.  Then,  the  firms 


tut 


chosen  by  the  Soviets 
to  execute  their  trades 
could  get  fat  commis- 
sions— and  Sparks 
may  have  the  inside 
track.  "We're  not  trad- 
ing futures  for  them 
now,"  says  Sparks, 
who  grew  up  on  a 
small  family  farm  in 
Oklahoma.  "But  we'd 
sure  like  to  in  the 
future." 

Klimov  notes  that 
the  lessons  he  learned 
in  Memphis  could  help 
his  country  set  up  its 
own  grain  or  commod- 
ities exchange.  "It 
won't  be  a  futures 
market,"  Klimov  says. 
"It  might  be  a  cash 
market.  Chicago  is  too 
sophisticated  for  us." 
Indeed,  there  are  plans 
for  a  Moscow  Com- 
modities Exchange  later  this  year. 

Sparks  has  known  the  Soviets  since 
1972.  Then  the  trading  head  for  Mem- 
phis-based Cook  Industries  Inc.,  he 
helped  negotiate  one  of  the  first  big 
sales  of  U.  S.  soybeans  to  the  Soviet 
Union — valued  at  about  $150  million. 
Since  starting  his  company  in  1977,  the 
53-year-old  PhD  in  agricultural  eco- 
nomics has  visited  the  Soviet  Union  to 


SPARKS:  A  LUCRATIVE  CONNECTION 


discuss  agricultural 
markets. 

Sparks  Commodities 
is  tied  to  agriculture  in 
other  ways.  The  com- 
pany owns  25,000 
acres  of  farm  and 
ranch  land.  It  is  also  a 
partner  in  a  feedlot 
business  in  Kansas, 
feeding  from  100,000 
to  150,000  head  of  cat- 
tle a  year.  Sparks  him- 
self owns  a  minority 
stake  in  Refco  Inc.,  a 
large  futures  clearing 
firm.  He  is  responsible 
for  Refco's  computer 
operations  in  Mem- 
phis, where  Sparks 
also  heads  up  the 
city's  effort  to  build  a 
32-story  stainless-steel 
pyramid. 

Sparks  Commodities 
is  working  on  a  prelim- 
inary agreement  with  the  Soviets  to  set 
up  a  farming  and  food  processing  joint 
venture  outside  Moscow.  The  total  rev- 
enues of  Sparks's  private  company  in 
1989  were  a  relatively  modest  $75  mil- 
lion. But  if  he  keeps  crooning  Love  Me 
Tender  to  the  Soviets,  his  company 
could  get  a  lot  bigger. 

By  Julia  Flynn  Siler  in  Memphis,  mth 
Rose  Brady  in  Moscow 
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HEDGE:  TOPS 
IN  CURRENCY 
TRADING 


►  THIS  OTC 
STOCK  HAS 
RISEN  186% 
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1989  ivas  a  hard  act  to 
follow,  and  so  far  1990 
isn't  following.  The 
market  began  on  a 
scary  note,  plunging 
in  January  before 
staging  its  recent  re- 
covery. But  there  have  been  some  sur- 
prising bright  spots — cocoa  here,  At- 
lanta real  estate  there,  and,  above  all, 
high-technology  stocks.  They  dominate 
this  compilation  of  the  best  invest- 
ments of  the  year  to  date. 

BEST  NYSE  STOCK 

Until  the  early  1980s,  Storage  Technol- 
ogy Corp.  was  strong  and  proud.  This 
Louisville  (Colo.)-based  company,  a  lead- 
ing supplier  of  high-performance  com- 
puter U).;.e  drives,  saw  its  revenues  top 
^1  billion  in  1982.  But  growth  came  too 
-s'l.  Earnings  plummeted,  and  Storage 
T'  vi  noiogy  reorganized  under  Chapter 
II  of  ;he  Bankruptcy  Act.  "The  compa- 
ny basically  spent  itself  into  Chapter 
11,''  sf-ys  spokesman  Michael  Klatman. 
'."}■;  '^orfiputer  industry's  revival  has 


breathed  new  life  into  the  company.  In 
the  first  quarter  of  1990,  profits  rose 
sixfold.  Share  prices  rose  to  31'/)  from 
11%  at  yearend — a  180/f  gain. 


BEST  AMEX  STOCK 


Diamonds  are  an  investor's  best  friend — 
if,  that  is,  you've  bought  the  stock  of 
Lazare  Kaplan  International  Inc.,  a  lead- 
ing diamond  merchant.  Lazare's  stock 
rose  from  8  to  17 1/4,  a  115%  gain  since 
yearend  that  makes  it  the  best-perform- 
ing American  Stock  Exchange  issue  that 
began  the  year  at  more  than  $5  a  share. 

The  New  York-based  Lazare  is  grow- 
ing by  leaps  and  bounds  as  its  customer 
base  swells  and  the  company  expands. 
In  the  nine-month  period  that  ended  on 
Feb.  28,  the  company's  earnings  rose 
sixfold,  from  16$  a  share  to  93$. 

BEST  OTC  STOCK 

Over-the-counter  stocks  have  not  been 
sparkling  lately.  But  high-tech  compa- 
nies are  shining,  and  few  have  outper- 
formed Software  Toolworks  Inc.,  based 
in  Chatsworth,  Calif.  Its  N'ASD.A.Q-traded 


shares  have  gained  186/c  so  far 
year,  climbing  from  T'/jg  to  2^/4.  Thalftyf^ 
better  than  any  other  OTC  stock  that " 
gan  the  year  at  $5  or  higher. 

Software  Toolworks  is  a  major  ma) 
facturer  of  entertainment  and  util 
software.  The  company's  prospects 
ceived  a  boost  in  March,  when  it 
quired  Mindscape  Inc.,  which  devek 
game  cartridges  for  the  Nintendo  hoi 
entertainment  system. 


BEST  STOCK  GROUP 


As  the  stirring  performance  of  Softw. 
Toolworks  bears  out,  the  computer  c( 
plex  is  hot  once  again.  The  best-perfo;  j; 
ing  stock  group  of  them  all  are  the  se 
conductor  manufacturers — the  fo 
who  make  the  chips  that  is  the  h€ 
and  soul  of  the  personal  compu 
Spurred  by  strong  demand  for  PCs, 
stocks  of  semiconductor  manufac 


£5  a  IjE 

to  Cfinw 
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ers — led  by  industry  leaders  Intel  C( 
and  Motorola  Inc. — have  risen  33% 
far  this  year. 

Will  the  strength  in  semiconducl  '^KHooiry 
continue?  Quite  possibly.  The  recent 
troduction  bv  Intel  of  an  advanced  cl 


-"•"tStilij 

■  Jine  j 


se  -  :     :r-bS  WEEK/JUNE  25.  1990 


MIDYEAR  INVESTMENT  OU 


chip,  the  80486,  will  help.  "Com- 
r  cycles  tend  to  last  a  few  years," 
s  Charles  I.  Clough  Jr.,  chief  invest- 
it  strategist  at  Merrill  Lynch  &  Co. 
ey  tend  to  stay  down  a  long  time  and 
up  a  long  time."  So  investors  may 
shouting  "Chips  ahoy!"  for  a  long 
to  come. 


r  MUTUAL  FUND  MANAGER 
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surprise  here.  The  high-tech  and 
iconductor-laden  Fidelity  Select-Elec- 
ic  Funds,  managed  by  Harris  Levi- 

is  the  winner  among  equity  mutual 
Is. 

investing  in  companies  such  as 
ice  Semiconductor  Corp.,  up  1109c, 
Anthem  Electronics  Inc.,  up  607', 
fund  enjoyed  a  total  return  of  32. 17^ 
ugh  June  8.  "It's  sort  of  a  stam- 
'  marvels  Leviton.  And  this  is  one 
that  got  in  ahead  of  the  herd. 


COMMODITY  FUND  MANAGER 


ency  trading  is  one  of  the  trickiest 
s  of  commodity  speculation.  One  of 


the  smartest  players  in  that  game  nowa- 
days is  the  Gaia  Hedge  II  Ltd.  Run  by 
Bernard  Lietaer,  Gaia  gained  527 
through  May  31,  better  than  any  other 
commodity  fund. 

Using  a  high  degree  of  leverage,  the 
two-year-old  fund  invests  entirely  in  cur- 
rency options  and  forward  contracts. 
And  like  many  commodities  funds,  its 
trading  is  computer-driven. 

BEST  REAL  ESTATE  MARKET 

This  has  been  a  miserable  year  for  resi- 
dential real  estate.  From  teeming  New 
York  to  the  pleasant  vistas  of  San  Fran- 
cisco, most  major  markets  have  declined 
or  shown  only  modest  increases,  accord- 
ing to  the  Office  of  Thrift  Supervision. 
One  of  the  few  bright  spots  fs  Atlanta. 
Thanks  to  a  still  healthy  though  slowing 
local  economy,  the  average  home  sales 
price  there  rose  by  some  207  in  the  year 
to  date,  according  to  OTS  figures. 

Trackers  of  the  local  economy  believe 
that  the  OTS  figures  represent  nothing 
more  than  a  temporary  blip.  "We're  see- 
ing excess  supply  in  the  market  now 


with  the  accompanying  price  reduc- 
tions," says  Donald  Ratajczak,  director 
of  the  Economic  Forecasting  Center  at 
Georgia  State  University.  Still,  housing 
prices  in  Atlanta  are  being  supported  by 
the  numerous  service  companies  and  cor- 
porate regional  offices  in  the  area. 

BEST  COMMODITIES  FUTURE 

Attention  chocolate  lovers:  Cocoa  prices 
are  skyrocketing.  Despite  a  hefty  sur- 
plus, the  price  of  cocoa  beans  has  rallied 
on  fears  that  unrest  in  the  Ivory  Coast, 
the  leading  cocoa-producer,  would  dis- 
rupt shipments.  The  most  hotly  traded 
cocoa  futures  contracts  have  climbed 
from  $925  a  ton  at  yearend  to  $1,211,  a 
mouth-watering  317  gain. 

Cocoa's  squeeze  began  in  February, 
when  processors,  eyeing  the  Ivory 
Coast,  stocked  up  on  beans.  Meanwhile, 
concerns  mounted  about  the  health  of 
this  year's  crop.  Prices  rose.  But  traders 
are  wagering  dollars  to  doughnuts  that 
cocoa  won't  stay  high  for  long. 

By  Gary  Weiss  in  New  York,  with  bu- 
reau reports 
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IT'S  ENOUGH  TO  DRIVE 
THE  DISTILLERS  TO  DRINK 
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On  state  and  federal  levels,  a  bold  new  temperance  movement  is  making  life  hell  for  spirits  makers 


rarning:  Drinking  alcohol 
'may  be  addictive."  That 
gloomy  warning  does  not 
yet  accompany  all  the  print,  radio,  and 
television  ads  that  run  in  the  U.  S.  for 
liquor,  beer,  and  wine.  But  it  would  if  a 
new  bill  in  Congress — the  Sensible  Ad- 
vertising &  Family  Education  Act — were 
to  pass  in  its  present  form.  On  June  26, 
hearings  begin  on  the  bill,  which  is  being 
sponsored  by  Representative  Joseph  P. 
Kennedy  II  (D-Mass.)  and  Senator  Al- 
bert Gore  Jr.  (D-Tenn.). 

Whether  the  Kennedy-Gore  bill  passes 
or  not,  its  very  drafting  symbolizes  the 
growing  strength  of  the  new  temper- 
ance lobby.  And  liquor  industry  execu- 
tives are  bracing  themselves  for  more 
proposals  to  regulate  and  tax  the  sale  of 
alcohol.  The  Center  for  Science  in  the 
Public  Interest,  a  national  consumer 
group,  is  working  with 
local  communities  to 
eliminate  alcohol  bill- 


board ads.  As  of  last  November,  labels 
on  alcoholic  beverage  containers  must 
bear  warnings  about  the  dangers  alcohol 
poses  to  pregnant  women. 

At  the  state  level,  governments  are 
considering  another  round  of  alcohol 
taxes,  which  many  politicians  see  as 
easy  ways  to  raise  revenues  while  at  the 
same  time  appealing  to  the  anti-alcohol 
lobby.  New  York  and  Virginia  have  re- 
cently boosted  alcohol  taxes.  This  No- 
vember, California  voters  may  pass  a 
hefty  "nickel-a-drink"  tax,  the  highest 
state  alcohol  tax  ever.  One  poll  shows 
80%  of  Americans  favoring  higher  feder- 
al excise  taxes  on  alcohol.  Says  Peter 
Mitchell,  director  of  strategic  affairs  at 
Britain's  Guinness  PLC:  "In  the  last  12 
months,'  [the  new  temperance  move- 
ment] has  been  gathering  momentum." 

The  rash  of  proposals  poses  a  tough 
public  relations  problem  for  the  indus- 
try. Guinness,  which  united  the  wine, 
spirits,  and  brewery  companies  of  Brit- 


ain in  a  single  lobbying  group,  is  worl 
ing  with  American  companies  to  do  tV  i-'^^K' 
same  in  the  U.  S.  And  the  Distilled  Sp 
its  Council  of  the  U.  S.,  an  industifsDSi'^ 
group,  recently  launched  a  campaig  '1 
promoting  moderation  in  drinking. 
WATER  WAGON.  But  ardent  activis 
aren't  impressed.  Says  the  Center  fAMt 
Science's  Patricia  Taylor:  "[The  spiri 
industry]  can't  have  it  both  ways.  Fif  fcgsio 
percent  of  their  sales  go  to  people  wl  ti\  ik 
are  heavy  drinkers."  So  the  agitation  f(  mCo 
more  regulation  will  likely  continue.  Ai 
liquor  company  executives  have  to  ph  is 
against  the  possibility  that  aging  bal 
boomers  will  keep  cultivating  absten  ii? 
ous  habits.  As  Ellis  M.  Goodman,  chi  M  yoi 
executive  of  Barton  Brands  Ltd.,  prodi 
ers  of  Ten  High  bourbon  and  Barti  *.  Ilii 
vodka,  observes:  "These  days,  you  ciieteroi 
stand  at  a  bar  with  a  glass  of  water  ai 
no  one  will  think  you're  off  your  nut.  Bs 

Faced  with  these  factors,  most  liqualeal 
companies  now  are  promoting  the  id  M 
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THE  SPIRITS  U.S. 
DRINKERS  ARE  POURING 


smtistk 


'  ■■'  jjck  Daniel's  Tennessee 
,  i.y  •  '.ies  rose  4%  in  1989,  the 
-.  fasti  t  growth  rate  in  years 


Category 

1989 

1988 

1979 

Estimated  percent  of  total  market 

BOURBON 

11.0% 

10.9% 

14.1% 

BLENDED 

6.2 

6.4 

9.5 

CANADIAN 

13.1 

13.0 

12.1 

SCOTCH 

9.0 

9.3 

13.9 

IRISH/OTHER 

0.2 

0.2 

0.2 

TOTAL 
WHISKEY 

39.5 

39.8 

49.8 

GIN 

8.5% 

8.6% 

9.3% 

VODKA 

22.2 

21.9 

18.5 

RUM 

8.5 

8.3 

7.0 

TEQUlU 

2.6 

2.5 

1.5 

BRANDY 

4.8 

4.7 

3.9 

CORDIALS 

11.1 

11.2 

7.7 

COCKTAILS 

2.8 

3.0 

2.3 

TOTAL 

NONWHISKEY  60.5 

60.2 

50.2 

Millions  of  gallons 

TOTAL  CON- 
SUMPTION 

366.9 

375.1 

437.0 

DATA:  JOBSON  BEVERAGE  ALCOHOL  GROUP 


ABSOLUT  HIT:  The  Swedish  brand  is  the 
top  imported  vodka,  thanks  to  its  si 
ing  ads  and  appeal  to  status  seekers 
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lat  if  U.  S.  consumers  are  drinking  less, 
ley  should  be  drinking  better.  Accord- 
g  to  Tom  Pirko,  president  of  Bevmark 
;c.,  a  beverage  consulting  firm  in  Los 
ngeles,  the  premium  liquor  brands, 
ith  their  classy  image  and  high  mar- 
ns,  still  can  prosper.  Lower-image 
ands,  though  still  big  sellers,  risk  get- 
ig  "tainted  by  the  anti-alcohol  brush." 
High-end  marketing's  success  is  evi- 
nt  in  several  categories  of  spirits.  Sup- 
rted  by  clever  advertising  that  plays 
f  its  product's  name,  unit  sales  of  Car- 
m  Importers  Ltd.'s  Absolut  vodka 
ve  risen  at  an  annualized  rate  of  38% 
ice  1984.  And  Monsieur  Henri  Wines 
d.'s  Stolichnaya,  also  well  advertised, 
3  grown  at  an  18%  rate.  Sales  for  less 
istigious  domestic  vodkas,  such  as 
ublein  Inc.'s  Popov  and  Barton  vodka, 
ve  either  grown  much  more  slowly  or 
;lined. 

LYMER  MOUNTAIN.  As  for  bourbon  and 
messee  whiskey,  quality  labels  are 
ling  slowly  ahead  as  well.  Thanks  to 
ivy  advertising,  unit  sales  of  Brown- 
'man  Corp.'s  Jack  Daniel's  rose  about 
last  year,  its  fastest  rate  in  recent 
rs  and  a  reversal  in  its  five-year  av- 
ge  decline.  Marketers  of  Scotch  are 
ing  promotions  and  new  products  to 
ract  younger,  affluent  consumers 
)  are  more  familiar  with  vodka  and 
uila.  This  spring,  Paddington  Corp., 
"keter  of  J&B  Scotch,  sponsored  "ur- 
rock  climbing"  in  financial  districts 
5ss  the  U.  S.  Executives  were  invited 
icale  a  30-foot,  20,000-pound  polymer 
mtain  festooned  with  the  J&B  logo, 
ne  approach  likely  to  grow  more  im- 
:ant  is  the  direct-mail  campaign  that 
TS  refunds  and  prizes.  Says  Stephen 
Kauffman,  an  executive  vice-presi- 
i  for  marketing  at  Brown-Forman: 
*ect  advertising  lets  us  waste  less 
'  and  ad  dollars."  As  consumers 
k  less  and  the  issue  of  liquor  adver- 
g  grows  more  contentious,  some 
keters  think  direct  mail  might  well 
he  best  way  to  gain  loyal  consumers. 
ver  the  past  four  years,  for  example, 
jram  Co.  has  mailed  letters  promot- 
Glenlivet  single-malt  Scotch  to 
)00  consumers  who  responded  to 
)us  brand  promotions,  sweepstakes, 
rebate  offers.  Brown-Forman  has  a 
hern  Comfort  athletic  club,  which 
*s  sportswear  with  the  brand  logo  to 
umers  of  the  cordial.  Barton  Brands 
launched  a  Golden  Worm  Club  for 
lonte  Alban,  a  pricey  tequila  with  a 
n  in  the  bottle. 

rect  mail  or  no,  if  the  antibooze  lob- 
eeps  growing,  selling  liquor  in  the 
won't  get  any  easier.  Still,  Ameri- 
downed  367  million  gallons  of  li- 
1    last  year.  So  despite  their  prob- 
it  will  be  a  long  time  before  liquor 
anies  start  singing  How  Dry  I  Am. 
By  Teresa  Y.  Wiltz  in  Chicago 


RAMK 

SALES 

THOUSANDS  OF  CASES 

5-YEAR 
GROWTH 
RATE 

'89 

'88 

'87 

BRAND 

TYPE 

MARKEnR 

1989 

1988 

1987 

1 

1 

1 

BACARDI 

Rum 

Bacardi 

8,000 

8,080 

8,185 

-u.y  /o 

o 

A 

o 

L 

9 

L 

Vodka 

ncuuicii  1 

6,905 

6,900 

6,180 

1.2 

3 

3 

3 

SEAGRAM'S  7  CROWN 

Blended 

Seagram 

4,145 

4,365 

4,410 

-4.6 

4 

4 

7 

POPOV 

Vodka 

Heublein 

3,825 

3,785 

3,550 

0.4 

5 

7 

8 

SEAGRAM'S  GIN 

Gin 

Seagram 

3,745 

3,555 

3,360 

2.2 

6 

6 

5 

JIM  BEAM 

Bourtx)n 

Jim  Beam 

3,715 

3,685 

3,670 

-  1 .3 

7 

4 

TANADIAN  MKT 

Rrnwn-Pnrfnnn 

3,650 

3,755 

3,795 

-2.1 

8 

8 

8 

JACK  DANIEL'S 

Tennessee 

Brown-Forman 

3,545 

3,415 

3,360 

-2.5 

9 

10 

10 

SEAGRAM'S  V.O. 

Canadian 

Seagram 

2,555 

2,685 

2,720 

-4.4 

10 

9 

6 

DEKUYPER  CORDIALS 

Cordial 

Jim  Beam 

2,415 

2,930 

3,560 

7.5 

11 

12 

1 1 

/*  A  Al  A  r\l  A  Al  /*l  1  ID 

CANADIAN  CLUB 

Canadian 

Hiram  walker 

2,300 

2,360 

2,445 

—6.6 

12 

1  o 

23 

Vodka 

fnrillon 

2,250 

1,895 

1,400 

37.9 

13 

14 

14 

E&J 

Brandy 

E&JGallo 

2,150 

2,110 

2,035 

9.6 

14 

17 

17 

GORDON'S  VODKA 

Vodka 

Schenley 

2,025 

1,900 

1,845 

-1.5 

15 

13 

13 

WINDSOR  SUPREME 

Canadian 

Jim  Beam 

2,000 

2,200 

2,210 

-5.9 

16 

16 

15 

Dl  A  ^1/  V/ni/FT 

BLACK  VELVET 

Canadian 

Heublein 

1,970 

1,920 

1,905 

-1.5 

17 

1 1 

19 

DEWAR'S 

Scotch 

1,945 

2,380 

2,365 

-3.5 

18 

19 

19 

HIRAM  WALKER  CORDLS 

Cordial 

Hiram  Walker 

1,850 

1,800 

1,825 

2.2 

19 

22 

22 

JOSE  CUERVO 

Tequila 

Heublein 

1,815 

1,610 

1,445 

15.0 

20 

21 

20 

KAHLUA 

Cordial 

Maidstone 

1,730 

1,705 

1,735 

0.3 

21 

OA 

1  O 

M  A  ftA^U  ATI/  A 

KAMCHAIKA 

vodKa 

Jim  Beam 

1,700 

1,725 

1,840 

—  1 .1 

22 

1 J 

1  u 

wnwn  J  uin 

1,695 

1,965 

1,865 

-4.1 

23 

23 

23 

CROWN  ROYAL 

Canadian 

Seagram 

1,640 

1,545 

1,440 

2.0 

24 

25 

28 

TANQUERAY 

Gin 

Schfin/ Somerset 

1,395 

1,365 

1,335 

1.4 

25 

24 

21 

J&B 

Scotch 

Paddinqton 

1,380 

1,430 

1,495 

-5.7 

26 

29 

31 

SOUTHERN  COMFORT 

Cordial 

Brown-Forman 

1,360 

1,305 

1,255 

4.4 

27 

9ft 

9"; 

EARLY  TIMK 
tnnLi  1  line  J 

Rai  irh/in 

RrAwn-Pnrmnn 
Dl uwii  rui IIIUII 

1,355 

1,325 

1,380 

-5.7 

28 

27 

29 

GILBEY'S  VODKA 

Vodko 

Jim  Beam 

1,305 

1,330 

1,280 

0.5 

29 

26 

33 

SKOL 

Vodka 

Glenmore 

1,265 

1,350 

1,225 

8.4 

30 

37 

46 

STOLICHNAYA 

Vodko 

Monsieur  Henri 

1,250 

1,040 

845 

17.7 

31 

32 

27 

^UDICTIAU  DBATLJEDC 

CHKIbTIAN  dKUTHck} 

Brandy 

Heublein 

1,200 

1,205 

1,345 

-0./ 

32 

30 

26 

GILBEY'^  GIN 

UILDCI  J  win 

lim  Rmiiti 
jii It  utrui  1 1 

1,165 

1,300 

1,365 

-5.1 

33 

31 

32 

KESSLER 

Blended 

Seagram 

1,160 

1,235 

1,240 

-4.9 

34 

33 

30 

JOHNNIE  WALKER  RED 

Scotch 

Schfin /Somerset 

1,155 

1,200 

1,260 

-4.1 

35 

34 

35 

LORD  CALVERT 

Canadian 

Seagram 

1,075 

1,155 

1,145 

-1.2 

36 

OCCCCATCD 

bin 

Hiram  walker 

1,055 

1,065 

1,080 

1  A 

-  1 .4 

36 

36 

39 

ANCIENT  AGE 

RmirtiAn 

AnA  IntAmtl 

lllldllli 

1,055 

1,050 

980 

-7.1 

38 

38 

38 

BAILEY'S 

Cordial 

Paddington 

1,035 

1,020 

1,010 

-0.0 

39 

38 

37 

WOLFSCHMIDT 

Vodka 

Seagram 

1,030 

1,020 

1,020 

-2.6 

40 

52 

52 

SCORESBY 

Scotch 

Glenmore 

935 

700 

740 

6.5 

41 

41 

39 

Fl  FIC/*IJftl  A  AIAI'C  l/Anl/A 

FLEISCHMANN  S  VODKA 

Vodka 

Glenmore 

900 

920 

980 

-5.8 

42 

44 

41 

CLUB  COCKTAILS 

r  nrktnil 

Mai  iKI  Ain 

895 

865 

950 

-4.3 

43 

46 

45 

CHIVAS  REGAL 

Scotch 

Seagram 

880 

840 

860 

-2.1 

44 

42 

44 

CASTILLO 

Rum 

Bacardi 

855 

895 

890 

-2.5 

45 

43 

42 

ARROW  CORDIALS 

Cordial 

Heublein 

820 

880 

940 

-7.9 

46 

48 

50 

F\/  A  Al  mil  1  1  A  ftlC 

EVAN  WILLIAMS 

Bourbon 

— —  Li"ii 

Heaven  Hill 

815 

795 

765 

-2.2 

47 

45 

52 

BARTON  VODKA 

Vodko 

RnrtAn  RrnnHc 

DUItUII  DIUIIU3 

805 

850 

740 

-1  ■> 

48 

49 

49 

HENNESSY 

Cognac 

Schfin /Somerset 

790 

790 

780 

-0.8 

49 

NR 

NR 

BACARDI  BREEZER 

Cockfoil 

Bacardi 

780 

215 

0 

NR 

50 

47 

43 

LEROUX  CORDIALS 

Cordial 

Seagram 

765 

835 

895 

-4.3 

51 

52 

eft 

3AUZA 

Tequila 

Domecq 

760 

700 

570 

29.7 

52 

50 

56 

McCORMICK  VODKA 

Vodka 

AArf"nrmirlf 

IVI^^WT  IIII^K 

730 

720 

680 

V.J 

S3 

56 

51 

CANADIAN  LIMITED 

Canadian 

Glenmore 

715 

675 

760 

-5.0 

54 

40 

34 

TEN  HIGH 

Bourbon 

Barton  Brands 

700 

930 

1,190 

-14.4 

55 

51 

57 

OLD  CROW 

Bourbon 

Jim  Beam 

700 

710 

600 

-6.5 

56 

54 

48 

rLclsCHMANN  3  bin 

bin 

Glenmore 

690 

690 

785 

-3.9 

57 

58 

54 

RONRICO 

Rum 

Seagram 

680 

625 

700 

-4.1 

58 

54 

55 

RELSKA 

Vodka 

Heublein 

665 

690 

690 

-2.2 

59 

57 

47 

OLD  SMUGGLER 

Scotch 

W.A.  Taylor 

650 

660 

800 

-5.8 

60 

59 

58 

COURVOISIER 

Cognac 

W.A.  Taylor 

595 

575 

595 

1.6 

NR  =  Not  ranked 
DATA: 


amoung  top  100  brands 

ESTIMATES  OF  RETAIL  SALES,  ROUNDED  TO  NEAREST  5,000  9-UTER  CASES,  FROM  JOBSON  BEVERAGE  ALCOHOL  GROUP 
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ENVIRONMENT! 


MEXICO'S  MOTORISTS 
MEET  THE  SMOG  PATROL 


Mexico  City  will  try  almost  anything  in  its  struggle  to  clean  the  air 


When  Mexico  City  cabbie  Victor 
Estrada  went  to  get  his  annu- 
al taxi  permit  last  month,  he 
was  told  that  he  first  had  to  buy  some 
pollution-control  equipment.  Two  suppli- 
ers were  on  the  premises,  devices  in 
hand.  One  cost  $107,  the  other  $56.  So 
Estrada  put  down  $56,  and  the  salesman 
installed  a  barrel-shaped  contraption  un- 
der the  carburetor  on 
the  cab,  a  Volkswagen 
Beetle.  "I  don't  know 
what  that  little  barrel 
does,"  says  Estrada, 
rattling  through  the 
world's  most  populous 
and  polluted  city.  "But 
I  got  my  permit." 

The  director  of  Mexi- 
co City's  battle  against 
pollution,  Ramon  Ojeda 
Mestre,  says  he  doesn't 
know  how  the  barrel 
works,  either.  But  he 
has  test  data,  he  says, 
to  prove  that  it  and  12 
other  gizmos,  juices, 
and  magnets  reduce 
emissions.  So  he's  re- 
quiring Mexico  City's 
100,000  cabbies  and 
small-bus  drivers  to 
buy  them.  Soon,  he 
adds,  the  city's  other  3  million  drivers 
may  have  to  do  the  same  to  get  their 
licenses  renewed.  And  as  honey  draws 
flies,  that's  attracting  countless  purvey- 
ors of  pollution-control  gear. 
INVENTOR  INVASION.  Right  now,  Mexico's 
t:overnment  is  under  enormous  political 
pressure  from  its  residents  to  do  some- 
thing— anything — about  pollution.  And 
the  city's  cars,  which  are  10  years  old  on 
a.'rage,  often  out  of  tune,  and  which 
proauce  an  estimated  two-thirds  of  the 
smog  in  the  city,  are  the  logical  place  to 
start.  To  make  them  run  cleaner,  entre- 
preneurs are  selling  magnets  from  Flori- 
ia,  platinum-injectors  from  Boston,  and 
-■  -  're-  of  additiN'es  concocted  in  base- 
ni-  K  'i.'-.s  throughout  Mexico.  Last  win- 
"tr,  vvh  ti  Ojeda  Mestre's  office  started 
tesiing  :;;;s  assortment,  more  than  200 
companie .  submitted  products.  In  the 
past  y~ar,  >n  fact,  hundreds  of  inventors, 


chemists,  and  middlemen  have  descend- 
ed on  Mexico  City.  And  Allied-Signal  Inc. 
is  negotiating  to  sell  cataKtic  convert- 
ers, which  in  1991  might  be  required  on 
new  cars  in  Mexico  for  the  first  time, 
while  Lockheed  Corp.  is  offering  to  de- 
velop a  computer  model  that  would  sim- 
ulate Mexico  City's  air  flow. 
The  best  move  would  be  to  destroy 


.Vara.' 


1  fJuffi 


UK 


sharp  "to  make  sure  the  police  don 
strike  up  some  business,"  says  Ojed; 
referring  to  the  bribery  so  common 
Mexico.  Police  lock  up  offending  cars  fckf 
a  day  and  fine  drivers  30  days'  minimui  fi^i' 
wage,  about  $120.  So  far,  the  six-montl  fc-'^ 
old  program  is  a  hit  with  residents,  sine  5. 
traffic  moves  faster  and  the  skies  are 
bit  clearer.  Authorities  from  Los  Angi 
les,  Rome,  Madrid,  and  London  ha\ 
come  to  observe  the  program 
HOME  BREW.  The  next  trick  is  to  maAt  o: 
cars  run  cleaner  during  their  sLx  days  c  fii'c 
the  road.  Of  last  year's  200  contender  eca: 
Mexico  City  officials  chose  15  pollutic  sts-j: 
control  de\ices  to  test.  They  approvt  ss  flu 
13,  prompting  one  foreign  diplomat 
observe:  "The  mayor  of  Mexico  Cifc 
gives  probably  the  most  valuable  e  i. 
dorsement  around."  He  would  get  no  a  siks 
gument  from  Eduardo  Rabago,  a  chen  sacai 
cal  engineer  who  cool  ^  ^on 
up  a  mixture  calU  i 
Aditivo  Rabago  in 
lab  behind  his  sm^tatiik 
CI  a 


Mexico  City  house, 
reduces  particle  co 
tamination  from  dies  ioi  it  o 


a 


He  ii 


tity 

Willi 


wcred 


the  older  half  of  all  the  cars  in  the  city. 
Since  Ojeda  can't  do  that,  he  keeps  cars 
off  the  streets  one  day  a  week.  Colored 
pie  charts  posted  on  billboards  and  over- 
passes tell  drivers  that  if  their  emission- 
control  sticker  is  blue,  they  can't  circu- 
late on  Fridays.  If  it  is  red,  Wednesday 
is  prohibido.  Young  men  and  women  in 
white  smocks  form  Ojeda's  "Day  With- 
out a  Car"  enforcement  teams.  They  join 
cops  at  key  intersections.  When  a  viola- 
tor is  stopped,  the  white  smock  looks 


Mexico  City  keeps  cars  off  the 
streets  one  day  a  week.  If  you 
have  a  blue  sticker,  you  leave 
the  bugg\'  home  on  Fridays 


engines  by  459^ 
cording  to  the  citj  ;s 
tests.  For  gas  engin  iriif  ?j: 
it  cuts  particles  by  or  a.  ^ 
7'f.  Rabago's  livii  k: 
room  is  full  of  two-lit  wmu 
plastic  jugs  of  t  Jkasr 
stuff,  which  sell  i  id  s  st. 
$20.  He  won't  rev(  krh. 
what's  in  the  soluti(  sofaf. 
saying  only  that  i  u.  tm 
flammable,  dangero  jj 
to  drink,  and  terri  ie  (ifris< 
for  motors.  :t  pKv;<j 

Twenty  miles  soi  s  for  o-j 
of  Rabago's  lab,  at  tfag  rff, 
southern  end  of  t  oreiingj 
city's  sprawl,  Eduardo  Santaolalla  a  oijtijnjl 
Hector  Iriarte  have  set  up  their  o'  cij^if, 
company,  Magnetizadores  de  Mexico,  rei-^r  tj 
a  luxurious  house  surrounded  by  trc  t^j  rj  • 
cal  gardens.  They  sell  Petro-Mag, ;  -.jjji; ' 
product  of  Aqua  Magnetics  Internati  r^te  oj 
al  Inc.  in  Safety  Harbor,  Fla.  It's  no  s  ^ 
ing  more  than  a  couple  of  magnets  tlitr^tosy 
hitch  to  the  gas  line  and  sell  for  %  ^i:^ ' 
Santaolalla  says  the  magnets  polar  \  ■  p.^,* 
gasoline  molecules,  which  helps  th^;-^rst|-,p 
combine  with  oxygen  better,  yieldinii: q,^ 
cleaner  emission  with  fewer  unburn  ' 
hydrocarbons.  He  maintains  that  mag 
tism  can  cure  many  of  the  world's  i 
from  clogged  water  pipes  to  human 
eases.  "Life  revolves  around  mag; 
tism,"  he  says.  Philosophy  aside,  ( 
tests  indicate  that  Petro-Mag  gets 
suits:  a  15.6^f  reduction  in  particle  erf;  --^^^ 
sions.  What's  more,  Mexico's  Natic 
Autonomous  University  tested  the  iti 
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ets  this  spring  and  promptly  purciiased 
00  of  them  for  nearly  $20,000.  Santao- 
illa  shows  the  receipt  to  visitors. 
Naturally,  each  of  Mexico  City's  pollu- 
on-control  entrepreneurs  expresses 
tepticism  about  his  competitors.  "Some 
iople  are  trying  to  sell  holy  water," 
lorts  Santaolalla.  Some,  he  says,  have 
nkered  with  the  engines  of  test  vehi- 
es,  skewing  results.  "The  screwdriver 
their  magic  wand,"  he  says.  Rabago, 
eanwhile,  pooh-poohs  the  magnets. 
It's  certainly  true  that  test  results 
•uld  be  suspect.  Raul  Quintanilla,  presi- 
mt  of  a  startup  called  International 
lelsaver  de  Mexico,  sells  a  platinum- 
jector  made  in  Boston.  It's  similar  to 
catalytic  converter,  but  helps  burn 
,ses  during  combustion  instead  of  af- 
He  says  it  cuts  emissions  by  two- 
irds  while  boosting  gas  mileage  by 
Jo.  But  it's  hard  to  be  sure:  The 
lall-bus  drivers  whom  Quintanilla  first 
rsuaded  to  try  the  contraptions  didn't 
ep  good  records.  A  couple  who  did 
d  they  wouldn't  turn  over  the  re- 
Its  v/ithout  a  cash  payment.  Later, 
int-anilla  hitched  his  fuel  savers  to  the 
•s  of  a  Western  embassy.  When  he 
N  gas  mileage  dip  below  10  miles  per 
Ion,  it  occurred  to  him  that  the  driv- 
were  claiming  to  have  used  the  fuel, 
;  were  selling  their  gas  vouchers,  de- 
oying  his  data  base.  Without  better 
&,  Quintanilla  can't  get  his  application 
)roved. 

PHTHA  BALLS.  Other  products  for  sale 
Mexico  range  from  the  little  barrel, 
ich  is  said  to  speed  up  the  timing  of 
distributor,  to  a  tube  containing  two 
Is  of  naphtha.  It's  designed  to  inject 
m,  enriched  air  into  the  engine, 
lehow  improving  emissions.  But  do 
5e  devices  really  work?  The  govern- 
it  provides  emission-reduction  fig- 
s  for  only  six  of  the  13  approved 
ducts,  refusing  to  disclose  other  data, 
oreign  experts  contend  that  many  of 
contraptions  accomplish  something, 
none  works  as  well  as  the  catalytic 
v^erter.  Auto  makers  in  Mexico  have 
Tiised  to  install  those  starting  with 
!  models.  But  many  doubt  whether 
state  oil  company,  Petroleos  Mexi- 
)s,  will  be  able  in  the  next  six 
ths  to  switch  enough  production  to 
unleaded  gas  required  by  such  cars, 
n  if  Pemex  comes  through,  it  will 
years  to  replace  Mexico's  aged  auto 
Here,  Ojeda  has  a  plan.  Starting  in 
anyone  buying  a  new  car  in  Mexico 
have  to  turn  in  an  old  one,  which 
promptly  be  crushed  into  a  compact 
k;.  So,  adios  to  the  picturesque  Hud- 
,  Corvairs,  and  DeSotos  that  ply  the 
3  streets  and  dirty  its  air.  To  Mexi- 
entrepreneurs,  the  proposed  decree 
s  another  opportunity:  It  might  cre- 
i  futures  market  in  jalopies. 

By  Stephen  Baker  in  Mexico  City 


Commentary /by  Mark  Ivey  and  Vicky  Cahan 

HOW  CONGRESS  AND  BIG  Oil 
CAN  CLEAN  UP  THEIR  CLEANUP  ACT 


When  the  Exxon  Valdez 
dumped  11  million  gallons  of 
oil  in  Prince  William  Sound, 
Alaska,  last  year,  the  battle  cry  from 
oilmen  and  lawmakers  alike  was  "nev- 
er again."  Fifteen  months  later,  both 
sides  were  still  chattering  when  anoth- 
er giant  tanker.  Mega  Borg,  was 
wracked  by  an  explosion  57  miles 
southeast  of  Galveston,  Tex.,  with  38 
million  gallons  of  crude  aboard. 

The  disaster  clearly  shows  that  the 
oil  industry  is  still  incapable  of  re- 
sponding quickly  to  a  major  spill — even 
in  the  Gulf  of  Mexico,  the  industry's 
unofficial  home  base.  Once  again,  as 
with  the  Valdez,  confusion  reigned 
from  the  start.  When  an  unexplained 
blast  set  the  Norwegian  ship  ablaze  on 
June  9,  officials  of  K.  S.  Mega  Borg  II, 
the  tanker's  owner,  turned 
to  the  U.  S.  subsidiary  of  a 
European  salvage  firm, 
Smit  International,  which 
started  hauling  in  fire- 
fighting  gear  from  as  far 
away  as  Rotterdam — 
though  competitors  claim 
the  same  equipment  was 
available  in  Houston. 

Moreover,  despite  the 
heavy  supertanker  traffic 
in  the  Gulf,  most  of  the 
oil-containment  equipment 
along  the  coast  is  de- 
signed for  smaller  spills 
from  offshore  production 
platforms — not  from  tank- 
ers. So,  Smit  had  to  rush 
booms,  skimmers,  and  oth- 
er needed  gear  from  as  far  away  as 
California. 

Clearly,  much  of  the  delay  might 
have  been  avoided.  After  Valdez,  the 
oil  industry  drew  up  plans  for  an  emer- 
gency response  effort.  The  Petroleum 
Industry  Response  Organization  (PIRO), 
hatched  in  June,  1989,  would  have  set 
up  five  regional  strike  teams  and 
stockpiled  enough  heavy-duty  equip- 
ment to  handle  spills  nearly  as  large  as 
Valdez.  While  the  five-year  cost  would 
run  more  than  $400  million,  that's 
pocket  change  compared  with  the  $2 
billion  bill  for  Valdez.  Yet  the  industry 
has  refused  to  follow  through  on  fund- 
ing and  staffing  PIRO  until  Congress 
enacts  legislation  that  would  limit  its 
liability  in  third-party  lawsuits. 

Meanwhile,  the  House  and  Senate 
continue  to  bicker  over  the  oil-spill  li- 


ability and  prevention  bill.  They  agree 
on  most  issues:  a  $1  billion  industry- 
financed  cleanup  fund,  stricter  liability 
laws  for  shippers,  double  hulls  for 
tankers,  and  so  on.  But  they  have 
clashed  over  whether  the  U.  S.  should 
join  an  international  protocol  that 
would  set  liability  limits  lower  than 
some  lawmakers  want.  Left  to  their 
own  devices,  states  are  taking  action. 
Florida  has  just  passed  legislation  that 
will  boost  spill  liability,  and  California 
is  considering  similar  proposals. 
HODGEPODGE.  A  federal  law  would  be 
far  more  effective  than  a  hodgepodge 
of  state  measures.  Yet  the  legislation 
now  bottled  up  in  Congress  may  need 
amending.  The  Mega  Borg  explosion 
occurred  while  the  tanker  was  lighter- 
ing— loading  its  cargo  onto  a  smaller 


IN  BATTLING  THE  MEGA  BORG  BLAZE,  CONFUSION  REIGNED 


ship  for  transport  into  port.  Lightering 
is  rising  along  with  U.  S.  imports.  But 
the  current  bills  would  not  apply  some 
tough  measures,  such  as  the  double 
hull,  to  supertankers  that  remain  off- 
shore for  lightering.  That  would  save 
costs.  But  in  light  of  the  Mega  Borg 
accident,  that  issue  needs  a  closer  look. 

Given  our  growing  dependence  on 
imported  oil,  occasional  spills  from 
tankers  are  inevitable.  But  there's  no 
excuse  for  an  inadequate  response  to 
those  accidents.  Congress  needs  to 
muster  the  will  to  pass  oil-spill  legisla- 
tion. The  industry  needs  to  follow 
through  on  its  promises.  And  the  Coast 
Guard  needs  a  stronger  hand  in  over- 
seeing cleanup  practices  and  enforcing 
the  law.  Both  industry  and  Congress 
have  run  out  of  excuses  for  not  taking 
action. 
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OU  ASKED  US  TO  CHANGE  MORE  THAN 
»T  THE  LOOKS  OF  OUR  CARS  AND  TRUCKS. 
AND  WE  HEARD  YOU. 

We've  introduced  77  new  models  since  1985,  dramatically  improving  almost  all  the  cars  and  half 
the  trucks  we  make.  The  looks  are  new,  of  course,  but  the  big  improvements  are  in  the  heart  of  our  cars 
and  trucks— in  the  engines,  transmissions,  and  electrical  systems. 

Quality  That  Lasts 

According  to  one  quality  survey  by  Harbour  &  Associates,  GM  vehicles  are  better  built  than  the 
average  European  import,  and  the  difference  between  GM  and  the  average  Japanese  import  is  less  than 
one-half  of  one  discrepancy  per  car.  Other  studies  confirm  GM's  improvement. 


DISCREPANCIES  PER  100  CARS 
(Weighted  Averages) 


1980 


1989 


You  can  count  on  GM  cars  for  the  long  term.  When  J.D.  Power  studied  the  dependability  of  1985 
models,  GM  was  ranked  highest  in  vehicle  dependability  among  all  American  manufacturers.*  No  other 
U.S.  carmaker  has  done  the  job  better  in  the  last  five  years. 

What  does  this  kind  of  quality  mean  to  our  customers?  Just  ask.  After  six  months  of  ownership, 
at  least  95%  of  all  Chevrolet,  Pontiac,  Oldsmobile,  Buick,  Cadillac,  or  GMC  Truck  owners  would 
recommend  a  vehicle  from  that  division  to  a  friend. 

(*J.D.  Power  and  Associates  Vehicle  Dependability  Index  Study!"  In  a  ranking  of  the  three 
domestic  manufacturers,  based  on  things  gone  wrong  to  4 -to- 5 -year-old  1985  model  vehicles  in  the  past 
12  months.) 

Dependable  Engines 

GM's  engines  are  more  dependable  than  those  of  all  other  domestic  carmakers.  Our  3800  V-6  is 
at  the  top  in  engine  quality  among  engines  from  all  makers,  foreign  or  domestic,  according  to  the  most 
comprehensive  customer- based  survey  in  the  auto  industry 

In  the  latest  evaluation  of  1989  engine  quality  the  2.3 -liter 
Quad  4  was  as  problem-free  as  2-liter  engines  from  Toyota  or  Honda 
after  3  months'  ownership.  In  the  latest  survey  of  a  full  year  of  owner- 
ship (for  1988  models),  Cadillac  owners  reported  fewer  engine 
problems  than  Toyota  or  Mercedes-Benz  owners,  a  tribute  to  the 
4.5-liter  V-8  engine.  In  1990,  we're  dedicated  to  delivering  the  quality 
you  demand. 

Problem-free  Transmissions 

Any  car  or  truck  is  only  as  reliable  as  its  transmission.  Our 
automatic  transmissions  are  more  problem -free  than  those  of  most 
imports,  and  y^-**^  more  problem -free  than  any  domestic  competitor 


We  Care  About  You 

Today  there  is  a  new  pride  at  GM. 
A  new  commitment  to  quality  A  clear  focus 
on  our  customers  and  on  their  needs. 

People  throughout  General  Motors, 
the  GM  Quality  Network,  are  dedicated 
to  continually  improving  our  vehicles.  Year 
after  year.  Until  every  model  is  as  good  as 
the  best  in  the  world. 


PUTTING  QUALITY 
ON  THE  ROAD 


Aij  o[  GM  gomg     out  ioi  you. 


MARK  OF  EXCELLENCE 


Chevrolet  Pontiac  Oldsmobile  Buick  Cadillac  GMC  Truck 


evelopments  to  Watc 


DITED  BY  ROBERT  BUDERI 


NEEZING?  RUNNY  NOSE? 
lON'T  FORGET  TO  WASH  THE  CAT 


COW,  'PASSIVE'  ASBESTOS  EXPOSURE 
WKS  LIKE  A  KILLER 


While  savoring  the 
joys  of  having  a  cat, 
many  feline  fanciers  en- 
dure runny  noses  and  oth- 
er allergic  reactions.  That's 
because  cats  can  be  aller- 
gen factories,  pumping  out 
a  protein  called  Fel  Dl 
from  glands  under  the 
skin. 

To  avoid  this  problem, 
many  cat  owners  take  al- 
lergy shots — which  don't 
always  help.  Now,  there's 
a  simpler  remedy:  Give 
a  monthly  bath.  In  experiments  at  Washington  Universi- 
111  St.  Louis,  allergist  H.  James  Wedner  and  co-workers 
ve  cats  vitamins  in  an  attempt  to  reduce  production  of  the 
jtein.  They  washed  the  cats  each  month,  analyzing  the  run- 
for  Fel  Dl.  The  vitamins  didn't  work,  but  regular  baths 
After  a  few  months  of  ablutions,  most  cats  virtually 
pped  making  the  protein.  There  is  one  catch:  The  cats  were 
esthetized  before  being  laved.  But  Wedner  insists  pets  can 
trained  to  accept  baths. 


^  sbestos,  a  naturally  occurring  mineral  once  used  widely  in 
1^  building  insulation,  is  known  to  cause  lung  disease  and 
icer.  Some  experts  say  by  the  century's  end,  500,000  people 
have  died  from  two  types  of  asbestos  exposure.  The  first 
ims  were  miners  and  millers  who  produced  asbestos;  the 
end,  the  insulators  and  others  who  installed  it. 
Jew  evidence  points  directly  to  a  third  wave  of  victims, 
dies  presented  this  month  at  a  New  York  City  conference 
nsored  by  Collegium  Ramazzini,  a  society  of  environmental 
1  occupational-health  scientists,  showed  that  firefighters 
I  others  intermittently  exposed  to  asbestos  had  high  rates 
.ung  scarring  and  cancer.  Perhaps  the  firmest  evidence  of 
.  trend  was  an  American  Cancer  Society  study  of  family 
■nbers  of  former  asbestos  factory  workers.  In  this  grouf) — 
pie  exposed  chiefly  to  asbestos  fibers  brought  home  on 
•kers'  clothes — some  37%  of  those  who  died  succumbed  to 
ious  cancers.  Normally,  researchers  would  expect  that  fig- 
to  be  20%  to  25%. 

onference  co-chair  Philip  Landrigan,  of  Mt.  Sinai  School  of 
licine  in  New  York,  indicated  the  study  could  aid  the  push 
tougher  asbestos  regulation.  Federal  law  mandates  the 
,oval  or  reinsulation  of  exposed  asbestos  in  schools,  but 
ly  want  it  extended  to  all  areas  where  the  mineral  is  used. 


HHTING  ANEMIA 
1 ITHOUT  INJECTIONS 


long  with  the  pain  that  accompanies  their  disease,  cancer 
i  i  patients  often  suffer  from  fatigue  and  depression  caused 
^  I  lack  of  red  blood  cells — anemia.  Relief  may  be  on  the 
v  .  Researchers  at  the  University  of  Vienna  report  in  the 

'  England  Journal  of  Medicine  that  injections  of  gene- 


tically engineered  erythropoietin  (EPO)  curbed  anemia  in  11 
of  13  patients  with  multiple  myeloma,  a  bone-marrow  cancer. 

The  announcement  is  the  latest  in  a  string  of  EPO  develop- 
ments. The  drug,  which  increases  the  number  of  oxygen- 
carrying  red  blood  cells  in  the  body,  is  already  used  to  treat 
patients  suffering  from  kidney  failure.  But  one  major  problem 
with  genetically  engineered  proteins  such  as  EPO  is  that  they 
must  be  injected.  That's  because  even  if  stomach  enzymes 
don't  digest  the  drug  before  it  can  do  any  good,  the  proteins 
are  too  big  to  pass  through  the  gut  wall  into  the  bloodstream. 

Recently,  a  small  British  company  called  Cortecs  Ltd.  devel- 
oped an  oral  form  of  EPO  that  seems  to  boost  red  blood  cells  as 
effectively  as  the  injectible  form.  The  trick  was  to  fool  the 
body  by  encasing  the  protein  in  a  lipid  envelope  that  slips 
through  the  gut  wall  and  opens  up  to  release  an  active  form  of 
the  drug.  The  company  is  talking  with  others  about  distribu- 
tion of  this  oral  EPO. 


THESE  CAPACITORS  PACK  A  WALLOP 
^AND  CAN  BE  RECHARGED  FOREVER 


lunting  for  a  better  power  source  for  weapons,  research- 
lers  at  Florida's  Eglin  Air  Force  Base  are  working  with 
the  Pinnacle  Research  Institute  in  Cupertino,  Calif.,  to  develop 
something  that  may  put  a  new  charge  into  all  kinds  of  bat- 
tery-run products — from  cordless  shavers  to  electric  cars.  It's 
a  new  type  of  capacitor,  one  not  to  be  confused  with  the  tiny 
energy  storage  devices  widely  used  in  electronic  circuits. 

For  one  thing,  the  new  design  packs  100  times  more  power 
per  ounce  than  most  capacitors,  including  one  recently  un- 
veiled by  Japan's  Isuzu  Motors  Ltd.  (BW — May  14).  It  stores 
electricity  indefinitely  by  trapping  ions  between  a  titanium 
coating  and  a  plastic  insulator — and,  unlike  today's  batteries, 
can  be  recharged  virtually  forever.  The  new  capacitor  is  ex- 
tremely costly,  but  the  Air  Force  figures  it  could  be  cheap 
enough  for  consumer  use  by  1995.  Scaling  it  up  for  cars, 
however,  may  take  longer. 


A  WAY  TO  LET  PLANTS  TURN 
THE  FAUCET  ON  AND  OFF 


Greenhouse  growers 
usually  water  plants 
by  a  set  schedule,  or  until 
water  runs  out  the  bot- 
tom of  the  pots.  But  in 
drought-stricken  Califor- 
nia, such  methods  are  ex- 
pensive. Now,  with  the 
aid  of  a  laptop  computer, 
thirsty  chrysanthemums 
can  turn  the  tap  on  and 
off  themselves. 
Researchers  at  the  Uni- 
versity of  California  at  Davis  have  developed  an  automated 
irrigation  system  that  they  say  cuts  water  use  by  up  to  70% — 
virtually  eliminating  runoff  of  water,  nutrients,  and  fertilizers. 
The  system  relies  on  a  "signal"  plant  to  trigger  watering  for 
the  rest.  A  tensiometer  placed  in  the  flower  pot  monitors  the 
tension  created  by  drying  soil.  A  reading  is  converted  into 
electrical  impulses.  When  the  signals  reach  a  certain  level,  the 
computer  turns  on  the  water  until  the  tension  decreases. 

A  few  greenhouses  use  much  bigger  computers.  The  Davis 
team  says  its  $1,200  system,  still  being  tested,  could  mark  an 
affordable  alternative  for  the  vast  majority  of  growers — but  it 
will  be  a  while  before  home  gardeners  can  enjoy  such  options. 
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THE  BABY  BELLS  TAKE 
THEIR  SHOW  ON  THE  ROAD 


Big  markets  beckon  abroad.  Can  the  Bells  rise  to  the  challenge? 


At  a  recent  Bell  Atlantic  Corp.  in- 
ternal meeting,  a  puzzled  manag- 
er asked  Chief  Executive  Ray- 
mond W.  Smith  why  the  Baby  Bell  that 
was  born  to  bring  phone  service  to  the 
mid-Atlantic  states  was  diving  into  busi- 
nesses around  the  globe — hiring  900  em- 
ployees in  Western  Europe  and  sending 
teams  to  scout  new  ventures  from  Ar- 
gentina to  New  Zealand.  Smith  insisted 
the  company  wasn't  losing  its  focus.  In 
fact,  it  was  seizing  a 
historic  moment. 
"This,"  he  said,  "is  a 
once-in-a-manage- 
ment-generation  op- 
portunity." 

Smith  isn't  the 
only  Baby  Bell  CEO 
determined  to  play 
on  the  world  stage. 
Six  years  after  the 
breakup  of  American 
Telephone  &  Tele- 
graph Co.,  most  of 
the  seven  regional 
Bell  phone  compa- 
nies are  accelerating 
their  drive  to  become 
global  enterprises. 
Already,  they've  invested  some  $2  billion 
overseas,  estimates  Leslie  Taylor,  a  con- 
sultant in  Bethesda,  Md.  And  that's  just 
the  start.  Smith  expects  Bell  Atlantic's 
international  sales  to  account  for  10'a  of 
company  revenues  by  mid-de- 
cade. Eugene  A.  Sekulow, 
president  of  Nynex  Interna- 
tional Co.,  says  he  believes 
parent  Nynex  Corp.  can  get 
20%  of  revenues  abroad.  "If 
we  haven't  achieved  that  kind 
of  figure  by  the  year  2000," 
he  says,  "-then  in  a  sense 
we've  failed  to  become  a  glob- 
al player." 

T'} -.se  are  lofty  ambitions, 
espec;;,'!v  v;hen  no  Bell  gets 
mucti  liK.re  than  2%  of  its 
sales  :  •  ■rscas  now.  To  meet 
their  ,:.;.is,  the  Baby  Bells 
will  ha-,  to  spend  more  ag- 
:<ressivet',  on  foreign  proper- 
ties and  master  skills  that 
simply  aren't  learned  in  the 


MICROTEL'S  BLAKE:  HIS 
BRITISH  COMPANY  IS 
20%  OWNED  BY  PACTEL 


workaday  world  of  local  phone  service. 
Admits  Nynex'  Sekulow:  "We're  the 
new  kids  on  the  block — all  seven  of  us." 

But  the  new  kids  feel  they  have  little 
choice.  They  assert  that  overseas  ven- 
tures now  represent  their  best  chances 
to  grow.  Their  $60  billion  core  business, 
local  phone  service,  is  growing  only  5% 
annually.  And  federal  regulation — in  the 
form  of  U.  S.  District  Judge  Harold  H. 
Greene — has  prevented  them  from  cash- 
ing in  on  promising  domestic  opportuni- 
ties, such  as  the  creation  of  new  infor- 
mation services,  they  say. 
RINGING  ROCK.  By  contrast,  "the  tele- 
communications market  is  growing  fast- 
er in  almost  every  other  part  of  the 
world  than  in  the  U.  S.,"  says  Susan 
Kalla,  director  of  research  for  McGraw- 
Hill  Inc.'s  Northern  Business  Informa- 
tion/Datapro.  Markets  in  Europe,  Asia, 
and  Latin  America  that  were  closed  for 
years  because  of  government  monopo- 
lies are  suddenly  privatizing  and  wel- 
coming American  investment.  Best  of 
all.  Judge  Greene  has  limited  jurisdiction 
over  what  the  Bells  do  abroad. 

That  has  encouraged  the  Baby  Bells 
to  assay  some  seemingly  unlikely  proj- 
ects. Nynex,  for  example,  has  become 
the  first  Bell  to  run  a  foreign  phone 
system — in  Gibraltar.  Granted,  the  Brit- 
ish colony  has  a  population  of  only 
30,000,  but  the  New  York  and  New  En- 
gland regional  phone  company  had  to 


beat  out  Spain's  Telefonica,  British  Teli  is  of  tn 
com,  and  Japan's  Marubeni  for  its  50-J  tseas  to; 
partnership  with  the  government,  mple,  is 
pleased  Gibraltarian  Chief  Minister,  Jc  tate 
Bossano,  calls  Nynex  "among  the  bei  [e  ffii.  1 
in  the  world  in  their  field."  deal,  t}i( 

Can  the  Baby  Bells  really  prosp(  (romc-ui 
abroad 'i  The  evidence  is  mixed.  They  ce  ppedin 
tainly  have  deep  pockets,  with  net  casleprosp 
flow  averaging  well  over  $2  billion  esumso 
year.  On  the  other  hand,  their  record  [s,wte( 
six  years  of  forays  into  unregulat(  omers^ 
businesses  in  the  U.  S.  is  less  than  stu  ife  prj,.; 
ning.  Nynex  has  struggled  in  compufc  ics  ffijir 
retailing,  U.  S.  West  in  real  estate,  ai 
Southwestern  Bell  in  its  discontinued  S 
ver  Pages  directories  for  senior  citizen 
It  may  be  no  coincidence  that  Ameritec  rorii 
often  criticized  for  not  diversifyii  le 
enough,  has  had  the  best  return  on  eqi  ijgt()°,| 
ty  of  all  the  Baby  Bells. 

Even  at  this  early  stage,  there 


HOW  THE 
BABY  BELLS 
STACK  UP 
OVERSEAS 

I  Estimated  market  value 
of  existing  or  approved 
foreign  operations  based  on 
cash-flow  projections 


$1.49  BILLION 

►  26%  stake  in  consortium  to  de- 
velop second  West  German  cellu- 
lar system,  expected  to  be 
world's  largest 

►  20%  stake  in  Microtel  Commu- 
nications consortium  to  build  na- 
tionwide personal  communica- 
tions network  in  Britain 

►  Holds  franchises  with  partners 
to  build  cable-TV  systems  to 
reach  a  potential  830,000  homes 
in  Britain 

►  10%  stake  in  trans-Pacific  fi- 
ber-optic cable  consortium 


$1.05  BILLION 

►  Holds  franchises  with  p 
in  Hong  Kong,  Britain,  an( 
France  to  build  cable-TV  s 
reaching  up  to  6  million  he 

►  30%  stake  in  Unitel  con 
tium  to  build  personal  con  y 
cations  network  in  Britain 


►  First  Baby  Bell  in  Easte  lodi 
rope;  49%  stake  in  Hungai  \ssi^ 
lular-phone  project 

►  Co-leader  of  consortiun  ipi 
build  $500  million  fiber-op 
ble  through  Soviet  Union, 
appealing  Commerce  De] 


uterestii 
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IS  of  trouble  in  some  of  the  Bells' 
rseas  businesses.  U.  S.  West  Inc.,  for 
mple,  is  running  into  problems  with 
cable-TV  consortium  in  Hong  Kong 
!  je  106).  Pacific  Telesis'  first  Europe- 
deal,  the  1985  purchase  of  British 
tronic-mail  company  One-to-One,  was 
.pped  in  1987  because  of  losses. 
'  he  prospect  that  the  Bells  will  blow 
;  e  sums  overseas  troubles  U.S.  regu- 
TS,  whose  job  is  to  ensure  that  local 
I  omers  get  good  phone  service  at  rea- 
;  ible  prices.  Eli  M.  Noam,  a  public 
ice  commissioner  in  New  York,  fa- 
global  diversification.  And  to  safe- 
'd  local  phone  service,  he  suggests 
regulators  set  tough  standards  for 
■  rork  quality  at  home, 
'le  thing  the  Bells  are  doing  right  is 
ling  to  what  they  know:  communica- 
In  Eastern  Europe,  Latin  America, 
parts  of  Asia,  they're  pitching  their 


expertise  and  huge  capital  resources  to 
countries  desperate  to  upgrade  phone 
systems.  In  Western  Europe,  they  are 
investing  in  cellular  phones,  cable  TV, 
and  personal  communications  networks, 
a  new  twist  on  cellular. 

What's  breathtaking  is  how  quickly 
globalization  is  creating  opportunities 
for  the  Bells.  Telecommunications,  long 
balkanized  along  national  lines,  is  be- 
coming an  international  industry  as  the 
world's  nongovernment-owned  phone 
companies  jump  into  overseas  ventures. 
In  the  past  year,  according  to  Booz  Al- 
len &  Hamilton  Inc.,  the  number  of 
cross-border  deals  by  such  companies 
quadrupled,  to  25,  and  their  value  rose 
seventeenfold,  to  $2.1  billion.  Naturally, 
the  Baby  Bells  figure  if  they  don't  join 
in,  they'll  be  left  in  the  dust.  "If  you 
want  to  be  a  major  player  in  telecom- 
munications, you  have  to  go  internation- 


al," argues  Jonathan  Gunter,  Southwest- 
ern Bell  Corp.'s  executive  director  for 
international  business  development. 

To  become  players  in  a  hurry,  the 
Bells  have  had  to  build  international 
management  teams  from  the  ground  up. 
Nynex  brought  in  Sekulow,  a  veteran 
manager  who  was  once  president  of  RCA 
International.  Now,  Sekulow  is  trying  to 
instill  a  feel  for  foreign  civilities  in  his 
overseas  executives,  some  of  whom  had 
never  traveled  abroad  before.  "I  tell 
them,  'You  don't  have  to  be  right.  The 
customer's  not  going  to  like  you  if  you 
always  prove  him  wrong.'  That's  a  very 
hard  lesson  for  people  who  come  out  of 
the  telephone  company  culture." 

Indeed,  Bell  executives  are  taking  an 
immersion  course  in  foreign  business 
practices.  In  Argentina,  for  example, 
BellSouth  has  learned  to  bill  cellular 
phone  customers  every  10  days  to  keep 
abreast  of  raging  inflation.  In  Germany, 
PacTel  is  figuring  how  to  read  its  part- 
ners and  anticipate  problems  before  they 
escalate.  "Germans  are  less  likely  to  tell 
you  they're  in  trouble  until  they're  really 
in  trouble,"  says  George  F.  Schmitt,  the 
PacTel  vice-president  in  charge  of  its 
German  cellular  phone  venture. 
'BEHIND  THE  CURVE.'  To  date,  PacTel  and 
U.  S.  West  have  outpaced  their  rivals 
overseas.  U.  S.  West  has  become  one  of 
the  world's  largest  players  in  cable  TV, 
and  PacTel  is  in  a  consortium  to  build  a 
second  West  German  cellular  network — 
the  world's  largest,  and  by  far  the  most 
valuable  foreign  plum  snagged  by  a  Bell 
to  date.  In  contrast,  Ameritech  CEO  Wil- 
liam L.  Weiss  has  conceded  that,  "we 
could  be  a  little  bit  behind  the  curve 
offshore."  Ameritech  now  says  it  is  ea- 
ger to  examine  opportunities  abroad. 
"But  they  may  be  getting  into  the  arena 
too  late  to  catch  up,"  says  Liza  Draper, 
an  analyst  at  Gartner  Group  Inc. 

Deregulated  Britain  is  the  Baby  Bells' 


$550  MILLION 

interests  in  Argentina, 
France,  Britain,  Swit- 
id  Mexico 

nterests  in  Australia, 
d  Switzerland 
V  interest  in  France 
nture  in  India  to  create 
iroducts  and  services 
nmunications  industry 
v  subsidiary  sells, 
I  provides  parts  for 
squipment  in  Europe 
1  i  modernization  proj- 
to  Rico 


S325  MilLICM 

►  In  1987,  purchased  BIS  Group, 
a  leading  London-based  player  in 
banking  software,  consulting,  and 
financial  services,  with  branches 
in  13  nations 

►  Won  1989  bid  for  50%  interest 
in  new  company  to  own,  operate, 
and  modernize  the  phone  system 
of  Gibraltar 

►  Cable  TV  in  Britam 

►  Telecommunications  consult- 
ing contracts  in  Britain,  France, 
Taiwan,  Australia,  South  Korea, 
and  Singapore 


SI  18  MILLION 

►  Computer  maintenance  busi- 
ness. Bell  Atlantic  Business  Sys- 
tems Services,  has  800  employ- 
ees in  SIX  Western  European 
countries  providing  computer 
maintenance  and  other  services 

►  Network  management  con- 
tracts in  Spain  and  the  Nether- 
lands 

►  Directory  assistance  project  in 
New  Zealand 

►  Financial  services  in  Western 
Europe,  including  leasing  of  com- 
puters and  other  equipment 


$90  MILLION 

►  Directory  publishing  in  Austra- 
lia, Israel,  and  Sweden 

►  Freedom  Phone  gear  sales  in 
Britain,  Argentina,  Mexico 

►  Cable  TV  in  Britain,  Israel 


$19  MILLION 

►  Voice  messaging  in  Western 
Europe  and  Japan  offered 
through  Tigon 

►  English-language  directory 
publishing  in  Japan 

DATA:  MORGAN  STANLEY  &  CO.,  COMPANY  REPORTS 
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favorite  investment  spot  so  far.  British 
cable  franchises  seem  almost  irresistible, 
since  cable  operators  are  also  allowed  to 
offer  basic  phone  services.  Yet  installa- 
tion is  expensive  because  all  cables  have 
to  be  laid  underground,  and  the  service 
faces  stiff  competition  from  satellite  TV. 

Almost  everywhere,  cellular  is  a  good 
bet.  While  all  the  choice  franchises  at 
home  have  already  been  snapped  up, 
many  are  still  available  outside  the  U.  S. 
for  no  more  than  the  cost  of  applying — 
and  lobbying.  More  exciting  yet  are  per- 
sonal communications  networks,  which 
PacTel  and  U.  S.  West  are  building  in 
Britain  and  may  someday  introduce  at 
home. 

These  cheaper,  smaller  versions  of  cel- 
lular phones  could  attract  14  million 
British  customers  by  2000,  predicts 
James  E.  Blake,  CEO  of  Microtel  Commu- 
nications Ltd.,  which  is  20%  owned  by 
PacTel.  But  PCNs  aren't  sure  bets.  Both 
Bells  expect  to  sink  upwards  of  $400 
million  into  PCNs.  And  once  the  networks 
are  built,  they  must  compete  not  only 


against  each  other,  but  with  a  third  PCN 
group  and  two  cellular  networks. 

The  crumbling  Communist  bloc  repre- 
sents a  prime  opportunity  for  the  Baby 
Bells  because  there  are  few  entrenched 
local  suppliers  to  unseat.  But  Eastern 
Europe  still  isn't  Dubuque:  Just  in  case 
the  Bells  needed  a  reminder,  the  Com- 
merce Dept.  on  June  5  came  out  against 
the  plans  of  a  U.  S.  West-led  venture  to 
build  a  $500  million  fiber-optic  line  from 
Japan  to  Europe  across  the  Soviet 
Union.  U.  S.  West  is  appealing  the  ban. 

Asia  presents  fewer  barriers  and 
could  have  even  greater  potential.  In 
Asia,  "total  telecom  spending  should 
more  than  double  in  five  years,"  to  $100 
billion  from  $45  billion  today,  predicts 
Harry  Pettit,  managing  director  for  Asia 
for  Bell  Atlantic  International  Inc. 
LOOKING  SOUTH.  BellSouth  is  pushing 
overseas  in  the  Caribbean  and  Latin 
America.  The  Atlanta-based  company 
has  a  major  role  in  Argentina's  first  cel- 
lular system  and  in  the  cellular  franchise 
for  Guadalajara,  Mexico.  However, 


much  larger  opportunities  loom.  Bell  A 
lantic  is  interested  in  the  upcoming  p 
vatization  of  Argentina's  troubled  Enl 
phone  company,  which  had  a  $1.5  billi( 
operating  loss  last  year.  Nynex  and  Be 
South  both  backed  off  after  early  intt 
est.  But  those  two  Bells  are  expected 
bid  for  the  local  phone  operations  of  t. 
Puerto  Rico  Telephone  Co.  when  it 
privatized  later  this  year.  And  Nyn 
and  Southwestern  Bell  are  interested 
possibly  taking  minority  stakes  in  t 
upcoming  privatization  of  Telefonos 
Mexico,  the  national  phone  company. 

In  the  long  run,  the  winners  amo: 
the  Bells  will  not  be  those  that  win  t 
most  contracts  but  those  that  pick  sen 
ble  deals — and  manage  them  well 
they've  already  discovered  from  diver 
fying  at  home,  being  big  and  having  U 
of  cash  does  not  guarantee  success.  Y 
gotta  know  the  territory. 

By  William  C.  Symonds  in  Denver,  w 
Peter  Coy  in  New  York,  Mark  Maremont 
London,  Stephen  Baker  in  Mexico  Ci 
and  bureau  reports 


THIS  BABY  IS  CRYING  FOUL  IN  HONG  KONG 


Last  summer,  Denver-based  U.  S. 
West  instantly  became  a  major 
player  in  cable  TV  when  the  group 
in  which  it  has  a  25%  stake  won  the 
Hong  Kong  franchise,  the  world's  larg- 
est. A  sweetener  in  the  deal  was  a 
government  promise  of  six  years  of 
exclusive  access  to  the  market.  But 
suddenly,  that  exclusivity  is  in 
danger — and  so  are  U.  S. 
West's  plans.  Hutchison 
Whampoa  Ltd.,  a  powerful  lo- 
cal conglomerate  that  lost  to 
the  U.  S.  West  group  for  the 
cable  franchise,  now  threat- 
ens to  use  a  satellite  to  beam 
rival  programs  into  Hong 
Kong.  That  could  undermine 
one  of  U.  S.  West's  most  am- 
bitious foreign  deals  and  has 
already  touched  off  a  row 
with  tycoon  Li  Ka-shing, 
Hutchison's  chairman. 

U.  S.  West  says  it's  confi- 
dent that  everything  will 
work  out,  but  the  battle  with 


Asia  at  U.  S.  West  International,  says 
he  didn't  expect  a  profit  until  1997 — 
the  year  China  is  slated  to  take  over 
Hong  Kong.  But  that  was  based  on  the 
assumption  of  no  competition  from  sat- 
ellite TV  for  six  years. 

Perhaps  U.  S.  West  should  have  sus- 
pected that  the  exclusive  contract 


KHOO:  FUMING  OVER  UNFORESEEN  CABIE  COMPETITION 


Li  shows  the  unexpected  risks  that 
Baby  Bells  face  as  they  venture  into 
i.r-:';?nii!iar  territory.  Besides  TV,  U.  S. 
Wes!.  I'opes  eventually  to  expand  into 
phon  ;  -ervice.  Moreover,  it  expects  the 
Honu  .'P.cr  operation  to  be  a  spring- 
boar.  1  ■  •  >  China  and  the  rest  of  Asia. 
So  t:u.  '  otrrpany  agreed  to  shoulder 
25%  0.*:  .  .0  project's  $500  million  build- 
ing cos  .  Aian  Khoo,  vice-president  for 


wouldn't  last.  After  all.  Hong  Kong's 
government  has  long  attributed  the 
colony's  prosperity  to  a  policy  of  not 
interfering  in  business.  And  Li  is  Hong 
Kong's  most  powerful  businessman. 

Still,  the  usually  affable  Khoo — who 
has  been  doubling  as  head  of  the  ven- 
ture— is  fuming.  Even  if  Hong  Kong 
Cable  Communications  meets  its  sched- 
ule, transmission  won't  start  before 


next  year.  "Hutchison  could  get  pr( 
grams  on  the  air  faster  than  us,  b 
cause  they  don't  have  to  do  any  dij 
ging  to  lay  cable,"  he  says.  "Ths 
would  break  the  guarantee  of  six  yeai 
to  us." 

This  isn't  the  first  obstacle  U 
West  has  faced  in  Hong  Kong.  To  wi 
the  bid,  it  chose  as  one  of  it 
partners  Wharf  (Holding; 
Ltd.,  formerly  controlled  b 
billionaire  ship  owner  S 
Y.  K.  Pao.  Peter  Wo' 
Wharfs  chairman  and  Pao 
son-in-law,  became  head  < 
the  consortium.  But  his  abr 
sive  personal  style  and  ine 
perience  in  cable  TV  made  tl 
situation  unworkable.  W( 
was  eased  out  and  replac( 
with  Khoo.  Then,  it  took  s 
months  to  find  a  building  si 
on  the  land-scarce  islan 
Now,  programming  is  anoth 
challenge.  The  consortiu 
must  come  up  with  enouj 
material,  mainly  in  Cantonese,  to  fill , 
channels. 

For  Khoo,  it  has  been  an  exhaustii 
start — and  cable-laying  through  Hoi 
Kong's  hot,  teeming  streets  doesn't  t 
gin  until  later  this  month.  If  Li  K 
shing  goes  on  the  air  first,  the  he 
won't  be  only  in  the  streets. 

By  Dinah  Lee  in  Hong  Kong,  urith  W 
Ham  C.  Syynonds  in  Denver 
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ANNUAL  REPORTS 

1.  Parker  Hannifin 
Corporation 

2.  Southwestern  Bell 
Corporation 

FINANCIAL  PRODUCTS 
AND  SERVICES 

3.  Andersen  Consulting 

4.  Century  21 
Commercial/Investment 
Services 

5.  Chicago  Mercantile 
Exchange 

6.  CIGNA  Corporation 

7.  Kemper  National 
Insurance  Companies 

PRODUCTS/SERVICES 

8.  Allen-Bradley 

9.  American  Gas 
Association 

10.  Amoco  Chemical 
Company 

11.  Consolidated 
Freightways 


12.  Eastman  Kodak 
Company 

13.  Embassy  Suites  Hotels 

14.  Exide  Electronics 

15.  FILENET  Corporation 

16.  Hammermill  Papers 

17.  Hewlett-Packard 
Engineering  AppUcation 
Group 

18.  Intel  Corporation 

19.  Mannesmann  AG 

20.  Mobil  Oil  Corporation 

21.  NCR  Corporation 

22.  Oldsmobile  Division 
Cutlass  Supreme 

23.  Peninsula  Group 

24.  Sears  Business  Centers 

25.  Yellow  Freight  Systems, 
Inc. 

AREA  DEVELOPMENT 

26.  Iowa  Department  of 
Economic  Development 

27.  Texas  Department  of 
Commerce/Business 
Development  Division 
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The  New  Role  Of  Insurance 
In  Protecting  Against 
Today's  Financial  Risks 


ife  is  full  of  risks,  and  insurance  was  invented 
to  offer  financial  protection  from  them. 
Hurricanes  and  litigation,  kidnappers  and 
banana  peels,  floods  and  revolution.  Any  of 
these  perils  can  create  serious  financial  threats 
to  your  business  or  your  personal  life.  That's 
why  few  of  us  choose  to  face  the  world  without 
J  the  financial  protection  of  insurance  for  our 
I  life  and  health,  our  home  and  car,  our 
J  businesses  and  oLir  property. 

Some  .Americans  throw  up  their  hands  at 
what  they  see  as  the  complexity  of 
insurance  and  settle  for  whatever 
t()\eraj^e  their  spouse's  cousin  sells 
them.  Often  they  don't  know  the  ranf^e 
of  alternatives  available  from  the 
massive  .American  insurance  industry. 
!  i.ere  arc  some  5,000  insurance 
companies  currently  operating  in  the 
I  niied  States,  and  they  offercverything 
iVi  plain  vaiiilla  life  insurance  policies 
r-'  iiighly  specialized  coverage  that 


literally  pays  benefits  if  it  rains  on  your  parade. 

INSURANCE  PRODUCTS 
ARE  CHANGING 

Insurance  may  be  an  old  financial  service,  but  right 
now,  "a  lot  is  changing,"  says  William  E.  Thiele, 
president  and  chief  operating  officer  of  the  Conti- 
nental Corporation.  The  pace  of  change  has  accelerated 
in  recent  years  in  response  to  the  aging  of  the  LIS. 
population,  the  growing  size  of  insurance  claims,  and 
changes  in  the  tax  code. 

Some  of  these  changes  haven't  al- 
ways made  the  insurance  industry  ter- 
ribly popular.  For  example,  insurance 
companies  insist  that  rising  costs  force 
them  to  raise  rates  and  restrict  coverage. 
They  say  consumers  and  regulators 
seeking  to  restrict  rates  are  simply  trying 
I  to  shoot  the  messenger  delivering  the 

bad  news  without  resolving  the  funda- 
i  mental  problems  that  have  caused  costs 

-  I  i    f       to  skyrocket.  The  debate  is  sometimes 


If  there's  one  thing  we  Ve 
learned  at  New  York  Life,  it's  that 
we  still  have  a  lot  to  learn. 


At  New  York  Life,  we  know  the  financial  world 
doesn't  stand  still. 

That's  why  our  life  insurance  agents  are  required 
to  continue  their  education  throughout  their  careers. 
Even  if  they've  been  in  the  business  20  years.  And 
even  if  they're  wildly  successful. 

The  way  we  see  it,  there's  always  more  to  learn. 
Whether  it's  the  latest  tax  laws  and  insurance  prod- 
ucts, or  the  current  banking  and  investment  trends. 

So  we  conduct  seminars  and  study  groups  on  an 
ongoing  basis.  In  fact,  we  spend  about  HI 
$150,000  on  an  agent's  education  in  the 
first  3V2  years  alone. 

Surprised?  Well,  as  we  like  to  say 
here  at  New  York  Life,  you  learn  some- 
thing new  every  day. 


A. 


Joel  Shapiro,  CLU,  CliFC, 
lew  York  Life  agent  for  31  years 


r 


Sol  Silverman,  CLU, 
New  York  Life  agent  for  30  years 


Steve  Blake,  CLU,  CliFC, 
New  York  Life  agent  for  29  years 
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muddled  by  the  complex  nature 
of  insurance.  Beneath  the  fine 
print,  however,  the  fundamental 
importance  of  insurance  remains 
unchanging:  it  plays  a  critical  role 
in  transferring  and  managing 
financial  risks,  giving  millions  of 
people  access  to  financial  re- 
sources needed  to  replace  what 
has  been  lost  or  damaged. 

The  insurance  industry  is 
composed  of  some  of  the  largest 
companies  in  the  world  as  well  as 
some  very  small  ones.  "One  of 
the  trends  of  the  1990s  is  globalization,"  says  Bill 
Bolinder,  president  and  CEO  of  Zurich  American 
Insurance  Group,  the  llS.  subsidiary  of  Zurich  Insur- 
ance. Bolinder  says,  "The  world  is  becoming  a  true 
transnational  insurance  marketplace."  All  over  the 
globe,  the  insurance  industry  divides  itself  and  its 
products  into  two  broad  categories:  life  insurance — 
which  also  includes  health  insurance,  disability  in- 
come, annuities  and  pension  plans — and  property  and 
casualty  companies — which  insure  homes,  businesses 
and  automobiles. 

LIFE  INSURANCE 
RESPONDS  TO   NEW  NEEDS 

Life  insurance  has  long  been  the  most  clear-cut 
insurance — you  die  and  they  pay;  there's  no  claims 
adjuster,  no  need  for  three  estimates  or  a  second 
opinion.  But  life  insurance  is  evolving  in  response  to 
important  sociological  and  financial  changes.  Life 
insurance  has  been  used  primarily  to  replace  the 
earnings  of  the  breadwinner,  and  that  used  to  mean  a 
working  husband  who  supported  a  non-working  wife 
and  several  children.  These  days,  however,  there  are 
more  workingcouples  with  nochildren.  There  are  also 
more  single  parents  and  people  supporting  children 
from  both  a  current  and  a  previous  marriage. 

Old  rules  of  thumb,  such  as  buying  life  insurance 
equal  to  seven  times  your  annual  income,  are  too 
:<imp!e  for  all  these  situations.  "Today's  consumer 
'Jeniands  more  flexible  products,  and  more  choices," 
lys  John  .Allen,  executive  management  consultant  at 
\'ew  York  Life  Insurance  Co. 


d  health 
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As  a  result,  Victor  Bary,  a  cor- 
porate vice  president  at  New  ^'ork 
Life  says, "There  has  been  a  broad- 
ening of  the  range  of  products  that 
life  insurance  companies  offer." 

In  recent  years  life  companies 
have  introduced  universal  and 
variable  life  insurance  policies 
which  provide  more  flexibility  as 
to  how  much  money  is  put  into 
insurance  and  how  it  is  invested. 


THE   IMPACT  OF 
TAX  REFORM 

The  role  of  life  insurance  has  also  been  altered  by 
the  1986  Tax  Reform  Act,  which  eliminated  a  number 
of  tax  shelters,  leaving  insurance  as  one  of  the  few  tax- 
favored  ways  to  set  aside  money.  The  "inside  buildup" 
or  accumulation  of  returns  on  funds  invested  in 
insurance  is  not  taxable. 

In  addition,  Joyce  V.  Gordon,  second  vice  president 
at  The  Guardian,  says,  "Life  insurance  purchased 
through  a  tax-qualified  retirement  plan  is  a  very  tax- 
efficient  way  to  buy  your  life  insurance,  and  it's  ideally 
suited  to  small,  closely-held  businesses." 

Richard  F.  Nourie,  senior  vice  president  of  J  &  H 
Financial  Services,  a  subsidiary  of  Johnson  &  Higgins 
insurance  brokers,  adds,  "Since  Congress  put  a  ceiling 
on  executive  benefits,  this  has  created  a  tremendous 
increase  in  supplemental  executive  retirement  pro- 
grams and  deferred  compensation  plans  which  allow 
employees  to  put  money  away  on  a  tax-favored  basis. 
Variable  life  insurance  is  a  product  that  has  a  lot  of 
appeal  in  some  of  these  situations." 

Because  of  the  role  life  insurance  can  play  in 
sheltering  income  from  taxes,  Joyce  Gordon  notes, 
"One  of  the  biggest  new  factors  in  the  insurance 
industry  is  survivorship  life  insurance."  This  insurance 
covers  a  couple  but  doesn't  pay  any  benefits  until  the 
second  person  passes  away.  Gordon  explains,  "The 
survivorship  approach  is  designed  to  solve  estate 
planning  problems." 

Life  insurance  companies  have  also  become  in- 
creasingly involved  with  retirement  income  planning. 
Robert  W.  Barth,  president  and  chief  executive  officer 
of  Equitable  Insurance  Companies,  notes,  "Today, 


Who  knows 
your  disability  insurance 


needs  best?! 
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people  who  want  to  maintain  a 
comfortable  lifestyle  later  on  need 
to  plan  early — and  plan  rifi;ht. 
Altliougli  sometimes  overlooked, 
life  insurance  products  can  play  a 
key  role  in  retirement  planning." 
gn  addition  to  providing  re- 
tirement income  tiiroiigii  the 
cash  values  of  life  insurance 
policies,  insurance  compa- 
nies also  provide  retirement 
income  thrcnigh  indi\idual 
and  group  anmnties.   "  The 
advent  of  the  IRA  height- 
ened the  awareness  of  the  use  of  annuities,"  says 
Victor  Bary  of  New  York  Life,  "and  the  Tax 
Reform  Act  of  1986  really  heightened  the  interest 
■  in  deferred  annuities.  It  was  one  of  the  few  re- 
maining tax-advantaged  investments."    The  market 
has  also  been  enlarged  by  the  aging  of  the  baby  boom 
population.    The  largest  generation  in  U.S.  history  is 
now  beginning  to  get  serious  about  saving  for  retire- 
ment. As  a  result,  Bary  notes,  "In  1985,  insurance  com- 
panies took  in  $21  billion  in  individual  annuity  premi- 
imis;  in  198H,  the  figure  was  $47  billion,  and  the  1989 
figures  will  undoubtedly  be  between  $50  and  $60 
billion." 

INFLATION   IS   WHAT  AILS 
HEALTH  INSURANCE 

If  tax  laws  have  spurretl  innovations  in  life  insur- 
ance, inflation  has  been  the  driving  force  behind  the 
changes  taking  place  in  health  insurance.  There  have 
been  dramatic  improvements  in  medical  technology 
over  the  years,  and  they  have  led  to  increased  longev- 
ity and  improvements  in  the  quality  of  life.  They  also 
cost  large  sums  of  money.  Many  of  the  rapidly  escalat- 
ing costs  (if  medical  care  have  been  borne  by  insurance 
companies,  and  this  has  led  to  constant  rate  increases. 

The  insurance  industry  has  sought  to  break  the 
"iflationary  cycle  by  altering  the  structure  through 
V'iisch  medical  services  are  delivered  and  paid  for. 
iiisu  c's  have  become  leading  advocates  of  health 
mail  •  ance  organizations.  Most  recently,  the 
emp!  is  has  shifted  to  managed  care,  which  brings 
togetl    :  ihe  insurer,  the  employer  and  the  individual 


to  evaluate  the  medical  treatment 
that  is  needed  and  to  explore  ways 
to  hold  down  the  costs. 

Life  and  health  insurance 
have  traditionally  been  separate 
products  sold  by  the  same  com- 
panies, but  they  are  beginning  to 
come  together  to  meet  the  grow- 
ingconcern  about  long-term  care. 
Richard  Nourie  of  J  &  H  Finan- 
cial Services  says,  "There  have 
been  some  innovations  in  prod- 
uct design  which  will  allow  a  life 
policy  to  pay  a  percent  of  face 
amount  to  someone  who  becomes  incapacitated  after 
a  designated  period  of  90  or  180  days.  Instead  of  the 
policy  just  being  there  until  they  die,  it  will  pay  two 
percent  of  face  value  per  month,  up  to  half  of  the  face 
value." 

DEALING   WITH  LONG 
TERM   HEALTH  PROBLEMS 

While  most  individuals  have  long  recognized  the 
value  of  life  and  health  insurance,  the  importance  of 
long-term  disability  income  insurance  has  been  less 
apparent  to  some.  "Long-term  disability  is  a  rather 
underpenetrated  market,"  says  Melinda  Loring,  the 
vice  president  in  charge  of  long-term  disability  finance 
at  UNUM  Life  Insurance  Co.  in  Portland,  Maine. 
"You  have  about  21  million  people  who  have  coverage 
out  of  a  workforce  of  1 17  million."  But  this  market  is 
now  growing  rapidly  as  a  result  of  the  aging  of  the  U.S. 
population. 

"We're  projecting  the  number  of  people  over  age 
50,  w  hich  is  now  a  quarter  of  the  population,  will  be  34 
percent  by  the  year  2000  and  39  percent  by  2025," 
Loring  says,  "and  the  rate  of  people  becoming  disabled 
rises  dramatically  with  age — it  doubles  from  age  40  to 
age  50." 

As  it  grows  in  popularity,  disability  coverage  has 
been  evolving,  Loring  notes:  "There  is  more  flexibility 
in  benefit  levels,  time  periods  of  coverage  and  in  terms 
of  how  it  fits  in  with  other  benefits  and  how  long  you 
wait  before  starting  benefits." 

In  addition,  the  disability  income  insurance  con- 
cept is  increasingly  being  used  to  provide  hnancial  pro- 


UNUM. 

That's  who. 


^  UNUM.  You're  covered  by  the  nation's 
leading  disability  insurer. 

UNUM.  You  benefit  from  unequalled  risk 
management  and  rehabilitation  capabilities. 

>  UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


You  can  count  on  what  we  know. 

UNUM  Life  Insurance  Company,  Portland,  Maine  04122  (Retirement  products  available  only  through 
this  conipany).  UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (all  states  except 
New  York).  First  UNUM  Life  Insurance  Company  Tarrytown,  New  York  10591  (New  York  State  only). 
©  1990  UNUM  Life  Insurance  Company 


1-800-634-8026 


He  helped  capture  and  convict 
70  car  thieves  and  save  over  200 
cars  from  "chop  shops"  It  was  one 
of  many  sting  actions  Continental 
has  co-sponsored  to  fight  a  crime 
that  costs  consumers  and  insurers 
billions  of  dollars  a  year 

Chris  Scaturo, 
our  director  of 
security  and 
a  former  FBI 
special  agent, 
conceived  the 
operation. 
Undercover 
local  New 
Jersey  police  baited  the  thieves 
into  selling  their  "hot"  cars— and 
identifying  themselves.  Later  the 
police  hired  them  ostensibly  to 
drive  the  stolen  cars  to  a  nearby 
port. The  thieves  boarded 
trucks,  thinking  they  were  being 
taken  to  a  car-storage  facility 
Surprise!  They  went  to  a  jail 
instead,  and  were  convicted  on 
videotaped  evidence. 

Continental  has  a  lot  of  dedi- 
cated people  like  Chris— they've 
helped  make  us  a  leading 
property/casualty  insurerThey 
are  a  major  reason  why  we're  a 
strong,  solid  company... why 
for  over  135  years,  we've  met  our 
obligations.To  our  customers, 
employees,  distributors  and 
shareholders. 


>UR  CHRIS  SCATURO  MAY  BE  THE  REASON  YOUR  CAR 
OESN'T  GET  STOLEN  TONIGHT. 


There  when  it  counts. 


jmwanmwmmrunm  ■■■■■■■■■■■ill 
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tecti(jn  to  businesses  vvhieh  are 
affected  by  a  key  individLiaPs 
disability.  "Btisiness  overhead 
expense  plans  pay  a  share  of  busi- 
ness expenses,"  notes  Robert  W. 
Barth  of  the  Ecjuitabie  Insurance 
Companies.  And,  he  adds,  "Key 
person  disability  plans  indemnify 
the  business  owijer  for  sales  and 
losses  and  expenses  in  connec- 
tion with  replacing  a  key  em- 
ployee. And  disability  buy/sell 
plans  provide  funds  to  assure  an 
orderly  buy-out  in  the  event  a 
partner  or  co-owner  becomes  disabled. 


INSURANCE— 
A  CRITICAL 
EMPLOYEE  BENEFIT 

Life,  health,  and  disability  insurance,  as  well  as 
annuities,  have  been  purchased  directly  by  millions  of 
individuals.  But  substantial  numbers  of  Americans 
receive  this  coverage  as  an  employee  benefit,  and 
Robert  P.  Greenlaw,  vice  president  of  flexible  bene- 
fits at  UNUM,  says,  "There  are  important  changes 
taking  place  in  employee  benefits  as  a  result  of  several 
factors.  One  is  that  rising  health-care  costs  are  eating 
up  a  much  greater  percentage  of  employer  revenues. 
Another  is  the  changing  employee  demographics — 
you  have  more  two-income  households,  and  single 
parents,  and  an  aging  population — and  their  needs  are 
shifting  and  varied.  Instead  of  one-size-fits-all  for 
employees,  its  clear  they  have  very  different  needs." 

As  a  result,  Cireenlaw  says,  "I  see  a  shift  to  what  we 
call  the  defined  contribution  approach.  F-mployers 
say,  Tve  only  got  so  much  to  spend,  but  you  can  use  it 
to  buy  the  benefits  you  really  need,  and  if  you  want 
more  benefits,  youVe  going  to  have  to  pay  for  them 
yourself." 

In  addition  to  this  cafeteria  approach  to  insurance 
nenefii  s,  more  and  more  employers  are  also  serving  as 
ir:!i;rmcd!Lir!i;s  who  hcl[i  their  employees  to  purchase 
"  -Tanct  ;-,t  favorable  group  rates.  Greenlaw  notes, 
;  n.<:  employer  doesn't  pay  for  it,  but  sponsors  the 
in  II,  ncc  company  and  collects  premiums  through  a 
povr'jii  ctiuction." 


PROPERTY 
AND  CASUALTY 
INSURANCE  IS 
ALSO  EVOLVING 

^  The  cost  pressures  that  are 

reshaping  the  life  and  health  side 
of  the  business,  are  also  affecting 
the  property  and  casualty  insur- 
ance industry.   Hurricane  Hugo 
and  the  San  Francisco  earthquake 
made  1989  a  record  year  in  terms 
of  catastrophic  losses.  Thiscomes 
on  top  of  the  P  &  G  cycle:  Inten- 
sive competition  leads  to  recur- 
ring patterns  of  price  cutting  and  excessive  capacity 
followed  by  a  tightening  up  in  underwriting  and  pric- 
ing. 1  he  property  and  casualty  industry  is  in  a  period 
of  transition  as  a  result  of  changing  costs.  This  is  most 
visible  in  automobile  insurance,  which  like  health 
insurance,  has  experienced  rapidly  rising  rates  prompt- 
ing a  growing  popular  outcry. 

Insurers  insist  this  reflects  their  rising  costs: 
Automobiles  have  become  far  more  complex — and 
more  expensive  to  repair.  The  rise  in  repair  costs  has 
been  accompanied  by  an  inflation  in  medical  costs  for 
those  injured  in  auto  accidents.  And,  above  all,  there 
has  been  a  rise  in  the  legal  costs  and  legal  settlements 
growing  out  of  auto  accidents. 

One  solution  that  has  been  pursued  is  structural 
change.  In  a  number  of  states,  no-fault  insurance  has 
been  imposed.  Another  approach  has  been  simply  to 
restrict  rate  increases.  The  most  dramatic  steps  oc- 
curred in  (California  in  November  1988,  when  the 
voters  approved  Proposition  10,^  calling  for  rollbacks 
in  automobile  insurance  rates  and  limits  on  tutiire  in- 
creases. Meanwhile,  several  dozen  other  states  have 
been  debating  varicnis  measures  to  limit  automobile 
insurance  rates.  Insurers  have  sought  to  work  on  the 
root  causes  ot  rising  costs,  particularly  the  massive 
costs  created  by  the  torts  system. 

COMPLEX  PROPERTIES 
REQUIRE 
COMPLEX  COVERAGE 

While  businesses  face  rising  costs  in  insuring  their 
employees,  protecting  their  property  is  also  an 


Over  the  last  decade,  the  third- 
itty  assets  our  investment  sub- 
jiaries  manage  have  climbed  by 
/er  1,000  percent,  including  a  leap, 
anks  to  market  appreciation 
id  new  business  successes,  of 
5  billion  in  1989  alone. 

Third-party  assets  now  account 
r  well  over  half  of  the  $131  billion 
s  manage.  And  for  a  very  good 


reason.  Our  clients  appreciate  how 
successfully  our  roster  of  invest- 
ment professionals  has  gone  to  bat 
for  them  year  after  year. 

This  trust  is  the  major  reason 
so  many  pension  funds,  FORTUNE 
500°  companies,  other  corporations, 
foreign  investors  and  individuals 

TheEOUITABLE 

Financial  Companies 

Wr  Havi-:  Cri;at  Plans  For  You. 


choose  us  to  manage  their  money. 
Our  performance  is,  after  all,  a 
matter  of  record . 

We  earn  our  clients'  trust  by 
going  all  out  for  them  even/ 
single  day.  It's  the  only  way  The 
Equitable  knows. 

Which  is  why  we  continue  to  be 
one  of  the  biggest  and  most  consis- 
tent hitters  in  financial  services  today 
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increasingly  critical  need.  The 
nature  of  the  risks  is  changing 
and  so  is  the  nature  of  P  &  C 
coverage. 

Tom  Kaiser,  senior  vice  presi- 
dent of  Arkwright  Mutual  Insur- 
ance Co.  in  Waltham,  Massachu- 
setts, says,  "Environmental  issues 
are  going  to  be  significant  in  the 
1990s.  You  can  see  the  trend 
toward  the  greening  of  the  world. 
It  has  become  very  important  in 
the  casualty  end  of  insurance,  with 
pollution  exposures  and  so  on." 

Not  only  has  the  nature  of  risks  changed,  the  size  of 
facilities  and  the  complexity  of  the  production  process 
have  increased  the  scale  of  potential  damages  from 
accidents  and  business  interruptions.  As  a  result. 
Kaiser  says,  "One  of  the  things  that's  changing  is  the 
level  of  awareness  by  senior  management  of  the 
importance  of  risk  control  and  the  need  to  minimize 
the  long-term  costs  of  risks." 

As  the  scale  and  importance  of  risks  have  increased, 
at  some  companies  that  may  mean  purchasing  more 
insurance,  or  it  may  mean  self-insurance — putting 
aside  money  to  pay  for  the  inevitable  losses.  It  may 
even  mean  creating  a  captive  insurance  company,  a 
wholly  owned  insurance  company  which  insures  its 
parent's  properties;  or  it  may  join  a  risk-retention 
group  which  helps  ensure  a  particular  industry. 

W  here  does  that  leave  the  insurance  company.-'  "If 
they  just  want  to  sell  insurance,  it  puts  them  in  a 
difficult  positif)n,"  Kaiser  says,  "but  it  leaves  an 
insurance  company  in  an  excellent  position  if  the\ 
have  a  goal  of  helping  a  company  minimize  the  long- 
term  costs  of  risk."  This  approach  "is  going  to  force 
some  companies  to  rethink  their  strategies,  and  it  w  ill 
probably  change  the  way  some  of  them  do  business." 

THE 

INITERNATIONALIZATION 
OF  INSURANCE 

Aivither  important  change  that  insurers  have  been 
respoi  ;ig  to  is  the  increasingly  international  dimen- 
sions c  risk  management.  As  insurance  needs  have 
'lecome  inore  global,  the  insurance  industry  has  had  to 


rn 


expand  its  horizons  as  well.  For 
example,  at  Allianz  Versicherung, 
the  Munich-based  company  that 
is  Western  Europe's  largest  in- 
surer, chief  executive  Dr. 
Wolfgang  Schieren  says,  "With 
representation  in  40  countries 
around  the  globe,  Allianz  is  ready, 
willing  and  able  to  deliver  insur- 
ance service  of  the  highest  qual- 
ity for  personal  and  commercial 
lines  of  business." 

The  economic  liberalization 
in  Eastern  Europe  has  created  a 
new  demand  for  insurance  in  that  part  of  the  world,  and 
.Mlianz  has  responded  by  purchasing  49  percent  of 
Hungaria,  Hungary's  second  largest  insurance  com- 
pany. "Specific  know-how  needs  to  be  transferred," 
Schieren  notes,  adding  that  "other  engagements  are 
being  investigated,  particularly  in  the  USSR." 
^■MH  he  boundaries  may  change,  but  the  funda- 
■  ■  mental  role  of  insurance — financial  protec- 
I  1  tion  against  risks — is  applicable  in  every  as- 

I  .  I  pect  of  our  lives.  Insurance  concepts  have 
proven  themselves  adaptable  and  relevant 
to  a  variety  of  innovations  in  our  daily  lives. 
As  the  airline  industry  has  moved  toward 
nonrefundable  tickets,  for  example,  cancel- 
lation insurance  has  been  created.  Similarly, 
as  automobile  rental  companies  ha\  e  shifted 
the  cost  of  collision  damages  to  the  cus- 
tomer, credit  card  companies  have  offered 
insurance  to  cover  those  damages  so  that  the  custom- 
ers don't  have  to  pay  for  the  collision  damage  waivers. 

'I'he  principles  underlying  insurance  arc  the 
principles  of  risk  transfer  and  risk  management.  Those 
principles  can  be  applied  to  a  wide  range  of  settings 
and  situations.  New  technologies  and  new  thinking 
may  change  our  lifestyles,  but  there  are  ine\  itably  risks 
bound  up  with  these  changes,  risks  that  can  and  should 
be  managed.  And  insurance  remains  the  best 
mechanism  for  accomplishing  tliat  task.  That's  why 
there  doesn't  seem  to  be  any  risk  that  insurance  will  go 
out  of  style. 
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Calculating  your  risk  is  not  a 
job  for  office-bound  clerks. 
Our  Allianz  experts  prefer  to 
do  their  sums  on  site. 

For  100  years  comprehen- 
sive technical  and  financial 
resources  have  made  Allianz  a 


proven  partner  for  business. 
Chance  has  played  no  role  in 


making  us  the  leader  in  the 


demanding  European  market. 
Nowadays,  Allianz  insures 
major  industrial  and  technical 
projects  all  over  the  world. 
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EUROPE'S  LEADING  INSURANCE  COMPANY 
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Travel 


SOUTH  AMERICA:  DON'T  LET 
THE  HEADLINES  SCARE  YOU  AWAY 


ALONG  THE  AMAZON  RIVER  IN  MANAUS,  BRAZIL:  A  PERFECT  STARTING  POINT  FOR  A  PEEK  AT  WHAT'S  LEFT  OF  THE  WORLD'S  LARGEST  RAIN  FORI 


m 


South  America's  myriad 
problems  have  scared 
away  all  but  the  most 
intrepid  travelers  of  late.  Lit- 
tle wonder,  with  headlines 
screaming  about  drug  wars  in 
Colombia  and  terrorist  at- 
tacks near  the  Inca  ruins  at 
Machu  Picchu  in  Peru.  Yet 
while  "enter  at  your  own 
risk"  signs  are  attached  to 
some  of  the  continent's  most 
famous  places,  South  America 
still  offers  exciting — and 
safe — travel  options. 

Forget  about  most  of  Co- 
lombia and  Peru.  The  State 
Dej)t.  has  placed  both  on  its 
list  of  countries  to  avoid.  The 
dangers  are  quite  real,  by  the 
way.  \s  a  jour-fialist  who  has 
noverf^u  the  region  for  six 
years,  j^ven  I  think  twice 
about  gc'ag  to  Bogol.a  and 
Lirra,  where  exploding  car 
bombs  are  .a  constant  threat. 

IiiKtead,  T  have  a  different 
South  Amev-r-a  to  propose, 
it's  ;-.)!Kpoile(i.  fascinating, 


and  designed  to  sidestep  the 
centers  of  political  and  eco- 
nomic change.  I  call  this  tour 
"the  hot,  the  dry,  and  the 
cold,"  because  it  touches  on 
beach  and  rain  forest,  desert, 
and  mountain  terrain.  Any 
one  of  the  legs  can  fill  a  vaca- 


tion. But  if  you're  ambitious 
and  want  to  cover  most  of  the 
territory  in  one  trip,  set  aside 
no  less  than  two  weeks  and 
$3,000  per  person. 

A  couple  of  things  to  keep 
in  mind:  South  America's 
equatorial  part  is  always  hot 


and  humid.  Seasons  in  the 
more  southern  reaches  are 
the  mirror  image  of  those  in 
the  northern  hemisphere. 

U.  S.  citizens  need  visas  for 
Brazil  only.  A  travel  agent 
can  help  you  obtain  a  three- 
month  visa  through  any  of 
the  eight  Brazilian  con- 
sulates in  the  U.  S.  You 
should  also  get  a  yellow- 
fever  shot  and  consult 
your  doctor  for  the  best 
way  to  protect  against 
malaria  if  you're  travel- 
ing to  the  jungle. 
SECRET  PLACE.  For  the 
"hot"  tour,  I  suggest  you 
go  directly  to  the  Brazil- 
ian Amazon,  which  runs 
from  the  Atlantic  coast 
to  the  Andes.  There,  you  can 
see  firsthand  what's  left  of 
the  world's  most  extensive 
rain  forest.  Since  this  trip  re- 
quires several  flights,  it  pays 
to  buy  a  21-day  intra-Brazil 
air-travel  pass  from  any 
Varig  office  for  $440. 


es.  kv, 
?«ilar! 


|iiat,  ftU 


Fly  first  to  Rio  on  Varig - 
Pan  Am,  and  without  st  1^**  ' 
ping  over,  turn  around  and  ^if  touii 
1,200  miles  north  up  the  co'Hwerr 
to  Maceio.  A  beach  town  M  clei 
about  400,000,  Maceio  is 
home  of  Brazil's  new  Prf 
dent,  Fernando  Collor 
Mello.  For  about  $120  a  ni 
for  a  double  room,  you  icfroiny 
stay  at  the  first-class,  Jafflstfie 
nese-owned  Hotel  Matsubs  ted  ky  5 
Decent  lodging  is  also  avM  tkeli 
able  at  the  Hotel  de  Sol 
$40  a  night.  Rent  a  car  ;r 
drive  north  along  the  350-r  I 
palm-tree-lined  stretch  to  : 
tal.  The  sandy  beaches 
warm  water  are  among 
world's  best-kept  secrets. 

From  there,  fly  some  3, 
miles  westward  to  Mam 
This  is  your  jumping-off  p 
for  the  Amazon  jungle,  wlj 
in  July  averages  90F. 
naus,  with  its  recently  r( 
vated  turn-of-the-century 
ian  opera  house,  is  a  big  c 
but  its  river  banks  are  larf 
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developed.  Stay  at  the 
•awling  Hotel  Tropical  for 

0  a  night.  Rent  a  motor- 
it,  including  driver,  for  $30 

1  check  out  where  the  Soli- 
es  and  Negro  rivers  meet. 
J  w^on't  believe  how  wide 
1  powerful  the  river  is 
re. 

IGLE  SLEEP-OUT.  Then  to 

wonderfully  isolated  Ta- 
inga  by  early  morning 
ht.  This  colorful,  native 
!r  village  cannot  be  found 
ill  maps.  Look  first  for  the 
ombian  town  of  Leticia, 
;re  Brazil  meets  Colombia 
;  Peru — far  away  from 
ie  countries'  hot  spots.  If 

want  deluxe  accommoda- 
s,  stay  at  the  Colonial  Ho- 
for  $50  a  night  You  can 
ly  move  from  one  town  to 

other  by  taxi.  If  you're 
ing  adventurous  and  want 
ub  shoulders  with  the  lo- 
,  choose  the  spartan  Hotel 
atinga  for  about  $25. 
1  Tabatinga  you  can  con- 

the  Magalhaes  tour  agen- 
"or  a  boat  ride  and  over- 
it  jungle  sleep-out,  with 


lunch  at  the  Amazonas 
Hotel  in  the  cross-river 
Brazilian  town  of  Benja- 
min Constant.  The  pack- 
age should  run  about  $75 
a  person.  With  the  mix 
of  rugged  prospectors 
panning  for  gold  and  old- 
fashioned  Indian  fisher- 
men, tales  of  your  stay 
will  thrill  your  friends. 

So  will  a  trip  to  the 
largely  undiscovered 
Atacama  Desert  in  Chile, 
for  the  "dry"  tour.  Td 
get  there,  use  your  Bra 
zil  air  pass  for  a  flight  u> 
Sao  Paulo,  then  take  a 
half-day  Lan  Chile  flight 
to  Arica  in  northernmost 
Chile. 

The  Atacama  stands 
out  for  its  moon-like  des- 
olation and  incredible  col- 
ors, all  of  which  abut  the 
tempestuous  Pacific  Ocean. 
At  night,  dine  on  loco,  the  na- 
tive abalone,  drink  pisco  (local 
brandy)  sours,  and  gamble 
into  the  wee  hours.  Book 
rooms  in  Arica  at  the  Cristo- 
bal Inn  Hotel  or  farther  south 


WHERE  THE  FISHING'S  FINE: 
THE  BEACHES  IN  NATAL,  BRAZIL  (TOP), 
AND  CHILE'S  STRAIT  OF  MAGELLAN 


in  Antofagasta  at  the  Antofa- 
gasta  Turismo  Hotel.  Both 
overlook  the  ocean  and 
charge  around  $50  a  night. 

From  Antofagasta,  fly  Lan 
Chile  to  the  capital,  Santiago. 
Spend  a  night  or  two  at  the 


$85-per-night  Carrera  Hotel  in 
South  America's  most  pleas- 
ant big  city.  Then,  if  it's  sum- 
mer in  the  U.  S.,  the  weather 
should  be  right  to  start  the 
"cold"  tour.  Take  a  L5-minute 
helicopter  ride,  or  a  90-minute 
drive,  to  the  Valle  Nevado  ski 
resort  in  the  Andes. 
EARTH'S  END.  Still,  my  favor- 
ite place  is  Chile's  Punta  Are- 
nas on  the  Strait  of  Magellan, 
17  miles  south  of  Santiago. 
The  entrance  to  the  Antarctic 
boasts  a  slate-gray  sky  that, 
when  mixed  with  the  fuego, 
or  fire,  of  the  setting  sun,  is 
exhilarating  and  unsettling. 
Dry  winds  have  a  moderating 
effect  on  July  temperatures, 
keeping  them  around  freez- 
ing. Stay  in  the  Cabo  de  Hor- 
nos  Hotel  for  $55  per  night, 
and  try  the  local  delicacy, 
king  crab. 

Spanish-speaking  shepherds 
and  shopkeepers  of  Irish  and 
Yugoslavian  ancestry  give 
this  place  an  otherworldly 
edge.  It's  as  if  you've  reached 
the  earth's  end — and  indeed 
you  almost  have.     Jeff  Ryser 


Stereo 


RUBBING  ELECTRONIC 
ILLUTION  FROM  YOUR  STEREO 


aagine  walking  through 
he  countryside  after  a 
ummer  rain.  With  the  air 
bbed  clean  of  pollen  and 
,  fragrances  take  on  sur- 
ng  intensity  and  new  sub- 
^s.  Now,  imagine  some- 
l  similarly  enhancing  the 
c  from  your  stereo, 
lat's  the  kind  of  reaction 
red  by  a  new  audio  com- 
nt,  the  Tice  Power  Block, 
uat,  60-pound  device  that 


looks  like  a  big  car  battery, 
the  Power  Block  filters  elec- 
tric noise  that  can  pollute 
your  stereo  system.  You  can 
attach  up  to  six  components 
to  the  unit,  which  gets 
plugged  into  the  wall  outlet. 
There  are  other  power  condi- 
tioners on  the  market,  such  as 
the  $2,500  Phantom  Acoustics 
Shadow  (800  888-8055).  That 
product  improved  the  sound, 
says  Robert  Harley,  technical 


editor  of  Stereophile  maga- 
zine, but  the  Tice  unit 
achieved  better  overall  perfor- 
mance at  about  half  the  price. 
OUIETING  SKEPTICS.  George 
Tice,  a  40-year-old  music  lover 
and  inventor  from  Centerport, 
N.  Y.,  faced  skepticism  when 
he  started  marketing  his  de- 
vice to  dealers  two  years  ago. 
Sure,  went  the  typical  com- 
ment, noise  gets  in  through 
the  power  lines:  from  motors 
in  nearby  factories,  air  condi- 
tioners, and  other  appliances. 
But  so  what?  The  benefits  of 
cleaning  up  such  intrusions 
can't  be  audible. 

Once  reviewers  began  lug- 
ging Power  Blocks  into  their 


listening  rooms,  Tice  quickly 
won  converts.  Fussy  audio- 
philes  with  $50,000  systems 
declared  it  a  breakthrough. 

Intrigued,  I  borrowed  one 
to  see  if  it  could  improve  my 
modest  (by  high-end  stan- 
dards) $2,5(j0  system.  The  dif- 
ference was  profound.  The 
sense  of  silence  and  space 
that  fills  a  concert  hall  be- 
came palpable. 

Some  musical  revelations 
were  in  store.  For  example,  as 
a  longtime  Miles  Davis  fan,  I 
had  wondered  why  he  so  of- 
ten bottled  up  his  trumpet 
with  a  mute.  With  the  Power 
Block,  the  soft,  colorful  into- 
nations of  his  blowing  on  My 
Funny  Valeyitine  hit  home. 
George  Harrison's  sitar  on 
Within  You,  Without  You 
crackled  with  energy. 

At  $1,250  a  pop,  the  Power 
Block  is  aimed  at  serious  mu- 
sic devotees.  Call  Tice  at  516 
757-5046  for  a  list  of  dealers. 
Make  sure  you  can  try  one 
out  at  home — the  odds  are 
you'll  keep  it.  New  York's 
huge  Stereo  Exchange  has 
sold  200  Power  Blocks.  Only 
two  customers  have  returned 
them.  David  Zigas 
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Potables 


VIM  ROUGE  ET  POISSON  ?  THE 
FRENCH  ARE  ON  TO  SOMETHING 


If  keeping  up  with  tiie 
Rothschilds  is  important 
to  you,  you  may  want  to 
note  this:  Baron  Eric  de  Roth- 
schild, proprietor  of  Chateau 
Lafite  Rothschild  vineyard, 
prefers  to  drink  red  wine  with 
fish. 

Throughout  the  world  of 
wine  snobbery,  in  fact,  tradi- 
tional taboos  against  serving 
certain  wines  with  certain 
foods  are  disappearing.  More 
and  more,  in  France  and  else- 
where, personal  preference  is 
what  counts. 

CRUSHERS.  At  Taillevent,  a 
three-star  Paris  restaurant, 
half  the  customers  who  order 
fish  drink  red  wine  with  it. 
One  reason:  Reds  carry  a 
health  cachet.  Many  people 
find  they  are  easier  to  digest 
and  produce  fewer  hangovers 
than  whites.  That's  especially 
important  for  those  who  have 
to  work  after  lunch. 

Despite  the  new  permissive- 
ness, French  wine  experts 
suggest  you  follow  a  few 
guidelines  for  picking  a  red 
that  goes  well  with  fish  or 


Education 


BELTWAY  101 
FOR  BAFFLED 
EXECUTIVES 

With  its  arcane  lingo 
and  complex  politi- 
cal maneuverings, 
Washington  can  seem  like  an- 
•Hher  planet  to  a  visitor  from 
!-..yr>nd  the  Beltway.  That's 
wi.'  ihe  Brookings  Institu- 
tion, (•  63-year-old  think 
tank,  'rs  executives  a 
crash-cou.  introduction  to 
'Vashingroii';^  ways. 

Brooking.-;'  i  nderstanding 
■  'deral  Gove  rtient  Opera- 
l  ns"  progri  is  run  12 
til  les  a  year  u.  a  cost  of 
$2,700  per  per.s  ,n,  not  includ- 
ing lodging.  The  week-long 
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white  meat.  "Choose  some- 
thing that  is  young  and 
fruity,  with  a  weak  constitu- 
tion," advises  Didier  Bordas, 
sommelier  of  Caves  Taille- 


vent, a  Paris  wine  store 
owned  by  the  Taillevent  res- 
taurant. He  likes  Loire  reds, 
including  Chinon  and  Bour- 
geuil,  and  such  light  Burgun- 


sessions  are  limited  to  40  peo- 
ple, but  Brookings  can  set  up 
smaller  programs  tailored  to 
a  particular  company's  needs. 
You  can  make  arrangements 
by  calling  Ann  Sullivan, 
Brookings'  director  of  mar- 
keting, at  202  797-6273. 
LOTS  OF  TALK.  As  a  vener- 
able Washington  institution, 
Brookings  gathers  an  impres- 
sive array  of  speakers.  It 
packs  them  into  a  dense 
schedule  that  begins  with 
breakfast  and  often  runs  into 
the  evening.  By  the  end  of  the 
week,  participants  will  have 
met  with  major  players  from 
all  branches  of  government, 
as  well  as  lobbyists,  tax  and 
foreign  policy  experts,  and 
journalists.  Recent  speakers 
included  Representative  Lee 
Hamilton  (D-Ind.)  and  Law- 
rence Korb,  former  Assistant 
Defense  Secretary. 
Many  of  those  who  attend 


dies  as  Volnay  and  Meursault. 

At  the  Cafe  de  la  Paix,  som- 
melier Michel  Bigot  recom- 
mends red  Sancerre,  Buzy,  or 
Brouilly,  a  classy  Beaujolais. 
He  also  suggests  any  Bor- 
deaux superieur  as  long  as  it 
is  no  more  than  three  years 
old.  "Older  reds  crush  fish," 
he  says. 

If  you  want  a  more  elegant 
Bordeaux,  go  for  one  from 
the  Medoc  region.  "Saint-Emi- 


lions  are  too  powerful,"  says 
Gilbert  Rokvam,  technical  di- 
rector of  Chateau  Lafite 
Rothschild.  And  here's  advice 
your  wallet  will  like:  In  order- 


work  for  defense  contractors 
or  other  companies  with  gov- 
ernment ties.  "Our  managers 
need  to  understand  our  cus- 
tomers, and  the  government 
is  our  largest  customer,"  says 
Mary  Settle,  a  human  re- 
sources executive  for  McDon- 
nell-Douglas in  Huntington 
Beach,  Calif.,  which  sends  one 
executive  a  month. 


Worth  Noting 

■  HOME  SWEET. ...  A  new  24- 
page  booklet  on  maximizing 
home-office  expense  deduc- 
tions is  available  from  Re- 
search Institute  of  America 
(800  431-902.5)  for  $5.25.  One 
piece  of  advice:  You  often 
come  out  ahead  by  having  a 
second  phone  line  for  busi- 
ness calls  only. 

■  FIRE  AND  WATER.  Japan's 
giant  Osaka  Aquarium  (06- 


ing  a  top  chateau  wine,  pick 
bad  year.  Such  off-years  i 
1984  and  1987  are  lighter  tht 
the  best  vintages,  so  th( 
don't  overpower  fish  and  vej 
"It  would  be  a  pity  to  drink 
1986  or  1982  Lafite  with  fish 
Rokvam  says. 

MATCHING  SAUCES.  Also  pi 

attention  to  how  the  ma 
course  is  cooked.  Fren( 
gourmets  suggest  you  sti( 
with  white  wine  for  delica 
fish  and  veal  dishes  that  la( 
a  sauce  or  spices.  They  recoi 
mend  white  for  raw  oyste 
and  shellfish — although  pie 
ty  of  Parisians  wash  dov 
oysters  with  a  cool  Beaujola: 

But  reds  go  fine  with  rii 
fish  such  as  salmon  and  wi 
any  fish  or  meat  in  sauc 
Pick  a  wine  that  complemen 
the  sauce,  not  the  meat.  F 
example,  fish  cooked  in  i 
Provencjal  style  with  tomato 
and  onions  calls  for  a  spi 
red  such  as  a  Bandol,  or  p( 
haps  a  rose  de  Provence. 

Sommeliers  suggest  coolii 
reds  slightly,  to  around  58 
when  serving  them  with  fi 
or  white  meat.  Put  the  bot 
in  tap  water  fo""  20  minutes 
in  the  refrigerator  for  40. 

Or  ignore  the  advice  a 
drink  what  you  like.  You  m 
even  win  an  admiring  glan 
from  wine  snobs  who  are  ti 
ly  in  the  know.     Stewart  1 


Participants  also  inclu 
corporate  counsels,  personi 
managers,  and  others  w 
have  little  contact  with  Was 
ington  in  their  work  but  thi 
they  need  a  solid  grounding 
public  policy.  Every  compa 
is  affected  by  budget,  tra( 
and  tax  measures,  so  din 
contact  with  policymakers  c 
only  help.  Peter  Ho 


576-5555),  which  opens  Ju 
20,  will  give  visitors  an  inl 
mate  glimpse  of  the  moi 
than  300  species  that  inhab 
eight  distinct  areas  abo\ 
and  below  the  Pacific's  Rin 
of  Fire  volcano  belt. 
■  CALL  OF  THE  SEA.  For  a 
those  who  want  to  sail  tl 
Caribbean  without  escapin 
from  the  office  altogethe 
Boatphone  (809  494-3825) 
St.  John's  and  Tortola  ran 
a  cellular  phone  to  keep  c 
board.  Cost:  $10  a  day. 


PERSONAL  BUSir 


SALMON  AND  SANCERRE:  NOW,  ONLY  PERSONAL  PREFERENCE  MATTERS 


Welcome  to  these  all  mite 
Hotels  of  EErmitage  International 


HERMITAGE 


L'Ermitage  Hotel  de  Grande  Classe* 

9291  Burton  Way 

Beverly  Hills,  California  90210 

Daily  rates  from  $275. 


BelAge 


BelAge  Hotel  de  Grande  Classe' 

1020  North  San  Vicente  Boulevard 
West  Hollywood,  California  90069 
Daily  rates  from  $235. 


MONDWAM 


Mondrian  Hotel  de  Grand  Luxe 

8440  Sunset  Boulevard 

West  Hollywood,  California  90069 

Daily  rates  from  $185. 


Le 
Pare 


Le  Pare  Hotel  de  Luxe 

733  North  West  Knoll 

West  Hollywocxi,  California  90069 

Daily  rates  from  $165 


Valadon  Resort  de  Ville 

900  Hammond  Street 
We.st  Hollywood,  California  90069 
Daily  rates  from  $135. 


Le  Dufy  Hotel  de  Luxe 

1000  Westmount  Drive 

West  Hollywood,  California  90069 

Daily  rates  from  $135. 


Le  Reve  Hotel  de  Ville 

8822  Cynthia  Street 

West  Hollywood,  California  90069 

Daily  rates  from  $115. 

The  Hotels  of 
L'Ermitage  International 

. .  .a  collection  of  originals 


Reservations  and  Information 

1-800-424-4443 

FAX  213/854-0926 
TELEX  4955516:  LEGG 
APOLLO-PARS-SABRE 
UTELL  WORLDWIDE 


©  1990  Hotels  of  L'Ermitage  International 
♦Member  Small  Luxury  Hotels  and  Resorts 
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i/ieVe  had  the  vision  to 

tiange  the  world.  And  now  we're  setting 

ur  sights  on  the  universe."        Malcolm  R.  Currie 

Chairtnan  of  the  Board  &  CEO 
Hughes  Aircraft  Company 


^ot  since  Columbus  sailed  to 
edge  of  the  world  has  discov- 
loomed  so  close  on  the  horizon, 
now,  Hughes  Aircraft  Com- 
ly  has  a  telescope  that's  so 
reaching,  it  could  help  NASA 
inge  the  course  of  history, 
t's  part  of  NASAs  vision  to  ex 
re  the  universe  and  the  earth 
lo  one  has  ever  done  before. 
THE  SPACE  TELESCOPE 
irsi  up  is  the  Hubble  Space 
^scope,  the  world's  first  com- 
;e  space  observatory.  It  is  the 
itest  leap  in  astronomy  since 
ileo  first  gazed  into  a  tele- 
pein  1609. 

Jo  telescope  has  ever  been 
precise.  Its  eight-foot  primary 
ror  is  smooth  to  within  a  half- 
illionth  of  an  inch.  And  its  fine 
lance  system  can  lock  onto  a 
imingbird  1500  miles  away, 
oth  are  part  of  Hubbies 
ical  Telescope  Assembly, 
gned  and  developed  by 
;hes  Danbury  Optical  Systems, 
nerly  part  of  Perkin-Elmer 
now  a  subsidiary  of  Hughes 
raft  Company. 

'rbiting  high  above  the  earth's 
osphere,  the  Hubble  Space 
scope  will  have  a  clear  view 


of  the  universe.  Seven  times  as  far 
as  the  world's  largest  telescopes. 
50  times  as  sensitive.  And  infi- 
nitely more  revealing. 

It  could  confirm  the  existence 
of  planets  in  other  solar  systems. 
And  it  will  hone  in  on  stars  so  far 
away,  we'll  be  looking  14  billion 
years  into  the  past. 

Near  the  beginning  of  time. 
FUTURE  MISSIONS 

The  Hubble  Space  Telescope, 
which  will  open  the  window  to 
the  universe,  is  the  first  of  NASAs 
Great  Observatory  programs. 

Soon  NASA  will  also  launch 
the  Advanced  X-ray  Astro- 
physical  Facility  (A3cAF).  At  the 
heart  of  this  mission  is  an  x-ray 
telescope  system  now  being 
developed  by  Hughes  Danbury 
Optical  Systems.  It  will  reveal 
light  patterns  in  outer  space  that 
optical  telescopes  can't  see.  And  it 
could  help  us  uncover  the  secrets 
of  "black  holes,"  perhaps  the  key 
to  understanding  how  the  uni- 
verse was  formed. 

We  have  also  set  our  sights  on 
something  much  closer  to  home. 
Our  own  planet. 

In  NASAs  "Mission  to  Planet 
Earth,"  our  technology  will  help 


scientists  study  the  earth's 
environment  from  distant  obser- 
vation points,  to  find  ways  of 
making  our  precious  planet  a 
safer,  healthier  place.  It  is  an 
extension  of  the  LANDSAT  pro- 
gram, in  which  we've  been 
helping  NASA  map  the  earth's 
resources  from  satellites  since 
1972. 

A  SHARED  VISION 

We  at  Hughes  are  proud  to 
be  part  of  NASAs  mission.  And 
together,  we'll  bring  to  it  the 
same  commitment  that  has 
inspired  many  of  our  past  joint 
achievements. 

The  Pioneer  Venus  Orbiter 
The  Jupiter-Galileo  Probe.  The 
Surveyor  spacecraft  that  paved 
the  way  lor  man's  first  moon 
landing.  And  the  more  than  65 
Hughes  space  instruments  that 
have  been  so  vital  to  earth  obser- 
vation and  interplanetary 
exploration. 

We"  11  also  share  the  same 
inspired  vision  Columbus  had 
500  years  ago. 


Hughes.  Exploring  new 
worlds  through  technology. 


les'  Currie  with  model 
ibble  Space  Telescope. 


Hughes  AircTjtt  (Company 


HUGHES 


Subsidiary  of 
GM  Hughes  Electronics 


A  Short  Quiz  for 
Americans  Executives 


1.  Would  you  like  to  help  disadvantaged  young  people  get  an  education — 
and  a  job?  DYES  QNO 

2.  Does  your  company  have  excess  inventory,  services  or  assets  that  could  be 
used  by  colleges?  □  YES      □  NO 

3.  Could  your  company  use  a  tax  deduction  for  qualified 
inventory  donations?  □  YES      □  NO 

If  so,  EAL's  College  Opportunity  Program  may  be  for  you. 
EAL  targets  talented  youngsters  before  they  enter  their 
freshman  year  of  high  school,  then  mentors  them  for  four 
years  until  they  graduate. 

How  does  it  work?  EAL  trades  your  excess  goods  and 
services  to  a  college  for  tuition  scholarships  in  your 
name.  And  the  students  could  intern  with  you  in 
the  summer  as  part  of  the  package.  When  they 
graduate  from  college,  you  are  the  first  in  line 
to  recruit  them. 

The  result?  You  get  a  tax  write-off  for  the 
donations.  And  the  kids  get  a  leg  up  with 
their  education.  Not  bad! 


Many  of  America's  top  corporations  are 
already  committed  to  EAL. 

Why  not  join  them? 


Educational 
Assistance  Ltd.sM 

For  more  information, 

contact: 
t^eler  Roskam 
Executive  Director 
(708)  690-0010 
P.O.  Box  302\ 
Glen  Ellyn,  IL  60138 
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dex  to  Companies 

ndex  gives  the  starting  page  for  a  story  or  fea- 
//ith  a  significant  reference  to  a  company.  Most 
diaries  are  indexed  under  their  own  names, 
sanies  listed  only  in  tables  are  not  included. 
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Lyons  78 

Signal  100 
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1 1  Electronics  96 

41 
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.  ational  100 

Food  24 

42, 104 
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Deprenyl  Research  77 

Digital  Equipment  41 

Drexel  Burnhom 
Lambert  72 

Dreyfus  Worldwide 
Dollar  92 

Duracell  91 
E 


Edison  Brothers  29 
Elsevier  78 
Ericsson  78 
Evian  25 


■Tokyo  80 

Ford  14 

i  Trust  New  York  27 

Foxboro  34 

Brands  98 

Fujitsu  80 

jwn  Boveri  78 

G 

;  24 

Gaia  Hedge  II  96 

antic  104 

Genentech  22 

•troleum  77 

General  Dynamics  30 

'k  98 

General  Electric  40 

'Ayers  Squibb  22 

General  Mills  24 

GM  30 

immunications  41 

Grand  Metropolitan  78 

■  n  Union  Gas  86 

Groupe  Michelin  64 

■orman  98 

Guinness  98 

jnicotions  14 

Information 
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y  i\  Soup  24 
Importers  98 
Manhattan  27 
il  Banking  86 
27 
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Iw  Jenz  41 

|!ir  1  Fobricating  & 
^  iring  46 


Fidelity  Spartan  92 

First  Chicago  46 

First  Chicago  Venture 
Capital  24 


H 


Hallmark  Cards  91 

Heinz  (H.J.)  24 

Henson  Associates  54 

Heublein  98 

Hitachi  80 

Hong  Kong  Cable 
Communications  106 

Hutchison  Whompoa  106 


IBM  41 

Immune  Response  22 

Information  Management 
Technologies  77 

Integrated  Resources  92 

Intel  96 

International  Fuelsaver  de 
Mexico  100 

ITT  34 
K 


Kammerer  Bottling  25 
Kansas  City  Chiefs  68 


Kohlberg  Krovis  Roberts  24 
Komatsu  80 
Kroger  91 
Kyocera  80 


Lattice  Semiconductor  96 

Lazare  Kaplan 
International  96 

Lockheed  100 

Louis  Dreyfus  Sugar  94 

M 


Magnetizadores  de 
Mexico  100 

Mannesmann  78 

Manufacturers 
Hanover  27,  86 

Monville  28 

MCA  52 

McDonnell-Douglas  126 

Merrill  Lynch  86 

Merry-Go- Round 
Enterprises  29 

MicroGeneSys  22 

Microtel 
Communications  104 

Mid-West  Conveyor  46 

Mindscape  82,  96 

Moody's  92 

Morntngstar  82 

Motorola  41,  96 

N 


Nissan  7 
NRP  77 
Nynex  104 

o 


Olivetti  34 
Oncogen  Science  22 

P 


Pacific  Telesis  104 

Paddington  98 

Pokhoed  Holdings  78 

Pepsi-Cola  Buffalo 
Bottling  25 

Perrier  Group  of 
America  25 

Petroleos  Mexicanos  100 

Philips  34,46 

Pioneer  80 

Placid  Oil  68 

Polly  Peck  International  78 

Polytechnologies  42 

Procter  &  Gamble  7,  24 

ProServ  34 

Prudential  Insuronce  34 
Puerto  Rico  Telephone  104 

Q 


Quaker  Oats  24 
R 


Racal  Electronics  78 


Romada  77 
Refco  95 
Repligen  22 
RJR  Nabisco  91 


Soint-Gobain  78 

Salomon  Brothers  34 

Seagram  98 

Security  Pacific  46 

Shimizu  80 

Smith  &  Wesson  46 

Software  Toolworks  82,  96 

Sony  80 

Southland  91 

Southwestern  Bell  104 

Sparks  Commodities  95 

Standard  &  Poor's  92 

Storage  Technology  96 

Stouffer  Foods  24 

Sumitomo  Heavy 
Industries  80 

Swiss  Aluminum  78 

T 


T  Rowe  Price  29,  92 

Tech-Sym  77 

The  Limited  29 

The  Wharf  106 

Tomkins  46 

Toyota  7 

Tripcovich  78 

Trump  Organization  27,  91 

Turner  Broadcasting  91 

u 


U  Sove  Supermarkets  64 
Unilever  78 
Uniroyal  Goodrich  64 
United  Parcel  Service  7 
Universal  Brands  25 
Univision  Holdings  91 
U.S.  West  41,  104,  106 
USG  91 


Vernon  Savings  &  Loan  34 
Viral  Technologies  22 
Volkswagen  78 

w 


Walt  Disney  52 

Western  Industrial 
Contractors  14 

Winn-Dixie  Stores  64 

Wolters  Kluwer  78 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E.I  du  Pont 

8                  Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

1 1 

Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 

1  7 

c;,  in 

27 
million 
Americans 
can't  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


0 

cialition  for  Literacy 
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Good  taste  is  always  an  a 
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vestment  Figures  of  the  Wee 


IMENTARY 

taking  knocked  the  stock 
;et  off  its  high,  but  then  bar- 
hunters  entered  the  fray  and 
:s  rebounded  smartly.  Still,  in- 
jrs  seemed  cautious  in  antici- 
■>r.  of  the  triple  witching  hour, 
options  on  individual  stocks, 
indexes,  and  futures  all  ex- 
together.  Stocks  in  London 
nued  to  shine,  as  it  became 
that  the  Thatcher  govern- 
would  move  to  reduce  infla- 
Tokyo  was  weak,  as  the  dol- 
rengthened  in  the  face  of 
Ting  U.  S.  interest  rates. 


STOCKS  BOMDS 

June       Dec.       June     June  7-13  June       Dec.  June 

■375       1500  1 


370  1350 


344  90      1 200 


360  1050 


355  900 


THE  DOLLAR 

June  7-13  June       Dec.       June      June  7-13 

1340  110 


it- 


Shearson  Lehman 
Treasury  Index 


1310  100 

1303  78 


1280  90 


J.  P.  Morgan 
Index 


52-week  change 
T  12.7% 


52-week  change 
-2.5% 


1  -week  change 
-  0.6% 


52  week  change  1 -week  change 

-7.1%  ^0.3% 


RKET  ANALYSIS 


STOCKS 

Latest 

% 

Week 

change 

52-week 

JONES  INDUSTRIALS 

2930.0 

0.6 

17.0 

lOMPANIES  (Russell  1000) 

190.1 

0.0 

10.7 

.L  COMPANIES  (Russ.'>ll  2000) 

170.9 

0.6 

-0.9 

lOMPANIES  (Russell  3000) 

202.4 

0.1 

9.7 

%  change  (local  currency) 

;iGN  STOCKS 

lotest 

Week 

52-week 

ON  (FINANCIAL  TIMES  100) 

2405.4 

2.0 

12.7 

0  (NIKKEI  INDEX) 

32,371.8 

-1.8 

-3.1 

NTO  (TSE  COMPOSITE) 

3605.7 

-0.2 

-2.0 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

7.9% 

8.0% 

8.4% 

30-YEAR  TREASURY  BOND  YIELD 

8.4% 

8.4% 

8.2% 

S&P  500  DIVIDEND  YIELD 

3. 1  % 

3.1% 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

16.8 

16.8 

12.7 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

342.3 
50.0% 
0.32 
0.92 

341.8 
49.5% 
0.28 
0.83 

Positive 
Neutral 
Neutral 
Positive 

USTRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC. 


-WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stcKk  in  group 

% 

4- week 

change 

52-week 

Price 

'INGS  AND  LOANS 

13.8 

6.6 

H.  F.  AHMANSON 

18.7 

-1.7 

221/4 

AMUNICATIONS  EQUIPMENT 

1 1.3 

36.0 

M/A-COM 

25.0 

-40.3 

5 

FAURANTS 

10.9 

21.7 

WENDY'S  INTERNATIONAL 

32.5 

10.4 

6% 

CHINE  TOOLS 

10.8 

-12.9 

CROSS  &  TRECKER 

34.7 

-38.3 

8Va 

ilCONDUCTORS 

9.9 

37.6 

MOTOROLA 

13.8 

52.8 

85% 

1 -WEEK  LAGGARDS 

% 

4-week 

change 

S2-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

1  D  MINING 

-6.5 

19.0 

PLACER  DOME 

-10.2 

1  1.7 

14% 

AND  GAS  DRILLING 

-6.0 

41.7 

ROWAN 

-8.1 

67.2 

123/4 

1  NSPORTATION  SERVICES 

-5.4 

-2.3 

FEDERAL  EXPRESS 

-13.2 

2.1 

47% 

1  JRE  TIME 

-4.5 

-35.7 

OUTBOARD  MARINE 

-15.4 

-55.0 

19V4 

'.RSIFIED  MACHINERY 

-2.5 

20.5 

DEERE 

-4.5 

23.0 

73% 

TUAL  FUNDS 


MORNING5TAR  INC 


RS 

iek  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

DENT  SPECULATOR  LEVERAGED 

13.5 

STRATEGIC  INVESTMENTS 

-16.2 

L  &  BEAR  SPECIAL  EQUITIES 

12.6 

STRATEGIC  GOLD/MINERALS 

-12.9 

CAPITAL 

10.6 

UNITED  SERVICES  GOLD  SHARES 

-11.1 

ik  total  return 

% 

52-week  total  return 

% 

ITY  STRATEGIES 

OWE  PRICE  INTERNATIONAL  DISCOVERY 
LITY  SELECT  ENERGY  SERVICE 

59.6 
51,6 
46.9 

NATIONAL  REAL  ESTATE  INCOME 
FIDELITY  SELECT  BROADCAST  &  MEDIA 
STRATEGIC  GOLD/MINERALS 

-17.8 
-14.9 
-14.3 

■■i  S&P  500 

4-week  total  retun 


I .  ...i. . .  ."  I  Averoge  fund 
52-week  total  return 


ATIVE  PORTFOIIOS 


DATA  RESOURCES  INC. 


amounts 
}nt  the  present 
>f  $10,000 
'd  one  year 
each  portfolio 

jges  indicate 
'  total  returns 


U.  S.  stocks 
$11,503 

-0. 1 1  % 


Foreign  stocks 
$10,732 

-2.08%. 


nil 


Money  market  fund 
$10,719 

+  0.15% 


Treasury  bonds 
$10,461 

+  0.04% 


Gold 

$9,661 

-0.66% 


1 


n  this  page  ore  as  of  market  close  Wednesday,  June  13.  1990,  unless  otherwise  indicated  June  12.  Mutual  fund  returns  are  os  of  June  8.  Relative  portfolios  art 
roups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  rriarket  close        detailed  explanation  of  this  page  is  available  on  request. 
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TARGETED  TAX  HIKES: 
NO  PANACEA 


Twelve  years  after  California  voters  passed  Proposition 
13,  they  vi^ent  to  the  polls  on  June  5  and  said:  "Read 
our  lips.  Taxes  are  back.  But . . . ."  After  resisting 
virtually  all  new  revenue  proposals  through  the  '80s,  Califor- 
nians  entered  the  '90s  by  voting  to  double  state  gasoline 
taxes.  There's  a  hitch,  however.  They  want  the  money  spent 
only  on  roads  and  other  infrastructure. 

It's  just  the  latest  example  of  a  new  trend  in  fiscal  poli- 
cy— targeted  tax  hikes.  As  long  as  money  is  spent  for  specif- 
ic projects  with  wide  public  support,  voters  now  appear  more 
willing  to  come  up  with  the  cash. 

But  the  "but"  looms  large.  The  taxpayers  are  demanding 
total  control.  Proposition  111,  which  doubles  the  state's  9$- 
per-gallon  gas  tax,  handcuffs  California's  politicians.  By  us- 
ing a  targeted  tax  hike,  Californians  voted  "no  confidence" 
in  their  political  representatives. 

The  White  House  and  Congress  should  not  start  anticipat- 
ing any  tax  windfalls.  Washington  has  a  long  history  of 
collecting  fees  and  taxes  earmarked  for  building  and  repair- 
ing highways  and  airports,  not  to  mention  ensuring  the 
social  security  of  the  nation's  retired  elderly.  Instead,  much 
of  the  money  ends  up  in  the  general  fund,  where  it  pays  for 
aircraft  carriers  and  park  rangers  or  is  invested  quietly  to 
finance  the  budget  deficit.  This  abuse  is  an  abuse  of  trust 
that  taxpayers  are  not  likely  to  forget  quickly. 

Indeed,  Washington's  chicanery  on  this  matter  is  a  major 
reason  why  targeted  tax  hikes  are  becoming  increasingly 
popular — voters  no  longer  trust  any  of  their  representatives 
to  do  the  right  thing.  They  don't  believe  that  politicians  can 
discipline  themselves  to  take  the  larger  state  or  national 
view  and  withstand  the  pressures  brought  by  a  seemingly 
endless  number  and  variety  of  interest  groups. 

Targeted  tax  hikes  are  no  way  to  run  this  nation.  They  are 
useful  but  cannot  replace  general  tax  revenues.  As  the 
problem  with  financing  education  through  local  property 
taxes  has  shown,  important  social  institutions  do  not  always 
win  popularity  contests  or  get  proper  funding.  In  addition, 
referendums  and  initiatives  may  be  classic  examples  of  par- 
ticipatory democracy,  but  in  practice  they  have  been  shown 
to  be  arenas  where  powerful  lobbying  interests  can  bully  the 
voters.  Taken  to  extremes,  targeted  tax  hikes  can  become 
the  ultimate  in  interest-group  politics.  Far  better  to  restore 
trust  in  our  political  institutions. 


iNENT, 

rilARKET 


The  viii!f>n  of  a  single,  giant  North  American  economic 
market  of  350  million  people  has  fascinated  the  U.  S. 
for  decades.  The  collapse  of  the  cold  war  and  the  likely 
prospect  of  a  new,  huge  European  global  competitor  by  1992 
have  given  added  importance  to  implementing  this  dream. 


On  June  11,  President  George  Bush  and  Mexican  Pre; 
dent  Carlos  Salinas  de  Gortari  took  a  major  step  towa 
creating  a  continent-wide,  economically  borderless  confedt 
ation.  Just  a  year  and  a  half  after  a  U.  S.  free-trade  acco 
with  Canada  took  effect,  U.  S.  and  Mexico  leaders  sent 
clear  signal  that  they  want  a  similar  deal.  In  a  world 
worrisome  protectionism,  it  is  where  we  should  be. 

The  economic  benefits  are  obvious:  Greater  economies 
scale,  access  to  labor,  and  free  movement  of  capital  will  he 
everyone  in  the  long  run.  A  number  of  U.  S.  multinationj 
have  been  investing  on  a  continent-wide  basis  for  some  tin 
That  strategy  is  sure  to  be  used  by  a  growing  number 
companies  once  a  free-trade  deal  is  formally  struck. 

The  road  toward  North  American  free  trade  will 
bumpy.  U.  S.  labor  unions  worry  about  a  loss  of  jobs  j 
Mexico.  Mexican  unions  are  concerned  about  local  companj 
being  purchased  by  foreigners  who  might  trim  labor  rol 
Canadians  fear  that  many  of  the  special  benefits  they  deri 
from  the  U.  S.  pact  will  be  eroded  and  that  Mexico  will  s 
up  billions  in  capital  that  might  go  to  them.  U.  S.  and  Cai 
dian  executives  fret  over  Japan  using  Mexico  as  a  low-ci 
"screwdriver"  platform  for  assaulting  their  markets  fr( 
factories  that  m.erely  assemble  "Made  in  Japan"  goods. 

But  economic  forces  are  pushing  toward  an  integral 
North  American  market.  They  should  be  nurtured,  not 
nied.  Europe  is  uniting.  Japan  is  building  an  economic  b 
of  its  own  in  Asia.  The  North  American  free-trade  zone  is 
idea  whose  time  has  finally  come. 


lEAVE  PROGRAM  TRADING 
IN  PEACE,  NOT  PIECES 


E 


Iver  since  the  stock  market  declined  by  180  points 
Oct.  13,  volatility  has  been  widely  portayed  as 
I  No.  1  obstacle  to  investor  confidence.  And  progr 
trading,  by  exploiting  the  spread  between  stocks  and  ini 
futures  prices,  has  been  viewed  as  volatility's  evil  handmi 
en.  NYSE  Chairman  John  J.  Phelan  Jr.  has  decried  "exc 
volatility"  as  an  enemy  of  the  nation's  securities  mark 
and  in  October  he  appointed  a  blue-ribbon  panel  to  study 
issue.  The  Market  Volatility  and  Investor  Confidence  Pi 
has  just  issued  its  report,  concluding  that  when  it  come; 
investor  confidence,  volatility  doesn't  much  matter. 

An  NYSE-commissioned  public  opinion  survey  found  1 
broker  honesty  and  ethics  were  of  far  greater  concern 
program  trading  troubled  them  very  little. 

It  is  heartening  that  the  public  has  not  been  taken  ir 
the  antivolatility  campaign.  And  it  is  gratifying  that 
panel  refused  to  heed  calls  for  a  ban  on  program  tradi] 
However,  there  is  little  merit  in  its  recommendation 
"circuit  breakers."  They  would  curb  program  trading  if 
Dow  Jones  industrial  average  moves  50  points  and  s 
down  the  market  in  stocks  and  derivative  instruments  if 
market  moves  100  points  or  more.  By  removing  liqui 
when  it  is  needed  most,  circuit  breakers  merely  delay 
inevitable.  Regulators  should  reject  them  out  of  hand 
world  is  moving  toward  free  markets  everywhere,  eve 
Moscow.  This  is  no  time  to  put  shackles  on  ours. 
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